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My dear Minister,

I have great pleasure in forwardi_)%‘ herewith the Twelfth Report
of the Law Commission on the Income Tax Act.

2. At the request of the Govermment of India, the Commission
agreed to take up the revision of the Income Tax Act and ¢ntrusted
the task to a Committee consisting of ‘Shri P. Satyanarayana Rao, Shri
G. N. Joshi and Shri N. A. Paikhivala who was specially appointed a
Member for the purpose of te revision of this Act.

3. The Committee held more than nine meetings, some of which
were spread over several days'and formulated a scheme for the revision
of the Act. Some aspects of the work as well as the scheme werg discuss-
ed at meetings-of the Statute Revision $ection of the Commisgon held
on the 22nd September, 1956 and the 39th March, 1958. A draft Report
prepared by Shri P. Satyanargyana Rttg,'mﬂle senior Member off the sec-
tion of the Commission, dealifg with sfatute law revision, was greulated
to all Members of the Commiﬁon and their views invited theregn. These
views together with the draft Report were discussed at a meetihg of the
Statute Revision Section held on the 23rd and 24th August, 1938. Some
suggestions made by Members at this meeting were accepted agd it was
left to the Chairman and Shri:P. Satyangrayana Rao to finally jettle the
Report in the light of the discussion.:

4. Shri G. S. Pathak, being outgide India, is unable to |sign the
Report. But he concurs in thé recommjepdations and has authorised the
Chairman to sign the Report on his if. Dr. N. C. Sen Ggpta and
Shri. D, Narasa Raju are unabile to come down to Delhi to sigg the Re-
port but similarly concur in the endations and have agthorised
the Chairman to sign the repbrt on their behalf. Dr. N. C. Gupta

while expressing his .concurrence with the Report has added a.separate
note on certain points.

5. The Commission wishes to acknowledge the services rendered
by Shri S. A. L. Narayana Row, Commissioner of Income Tax, Shri
N. Srinivasan, Deputy Secre in the Ministry of Finance, and Shri
K. N- Srivastava, Income Tagx Officer| in connection with the|prepara-
* tion of this Report. P
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6. The Commission also wishes to place on record its appreciation
of the services of its Deputy Draftsman Shri P. M. Bakshi in p aring
the teport and drafting the clauses. The assistance rendered by Shri M.

Bhujangd Rao, Private Secretary to Shri P, Satyanarayana Rao i draw-
ing the report also deserves mention.

Yours ‘stacerely,
M. C. SETALVAD.
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INTRODUCTION

1. There is hardly any Ad¢t on the Indian Statute Book I\lﬁfm sim-
which is so complicated, so illegical in its arrangement, and 545"
in some respects so obscure as the Indian Income-tax Act, o the Law
1922. Courts and commentatprs have commented on the Commission.
illogical arrangement of the provisioms of the Act. 1t has
been repeatedly pointed out that the amendments made
from time to time to the Act, direcigd as they frequently
are at stopping an’exit through the net of taxation freshly
disclosed, are too often framed withowt sufficient regard to
the basic scheme upon which the Act originally rested. Pro-
visions dealing with the same topic of subject-matter are
scattered through the various Chapters of the Act, and only
a thorough knowledge of the whole Adt would enable any
one to find out all the provisions bearing on a certain point.

Added to the illogicality of the arrangement are two other
defects, inaccuracy in the use of 1 age and a degree of
obscurity which make it difficult to e a glimpse of the
real intention of the legislature. As Lord Wrenbury said
{with reference to the corrésponding Act of the United
Kingdom), “No reliance can be placedl upon an assumption

L

of accuracy in the use of language in these Acts”.

2. The bopeless confusign into which the Income-tax
law has falien is mainly due to precipitate and continuous
tinkering with the Act by the legislatlite. The amendments
te the Income-tax Act have been 39 short-sighted and so
short-lived as to rob the law of thaf modicum of stability °
which is essential to its healthy Before the provi~
sions of the Act can be suffigiently elakified by the judiclal -
process,.new provisions are bubstitufed in their place. In
legislation as in other fields ¢f humaf activity, it is well to .
bear in mind the dictum of Bacon, *Tarry a little, so that
we may make an end the sopner.” §tgbility is most essen- |
tial to the proper administrption of a taxing statute, and
if the tax structure of this chuntry be put on a sound
footing, it is essential that g hait juld be called to the
making of ill-digested amegdmentsiib a frenzy of hurry
which has characterised the’ history! 6f income-tax law of
the last few years. ' ;

3. The Government has asked up to revise the Income-
tax Act so as to make its provisions imjore intelligible with-
out affecting its basic tax ‘The task is difficult,
and, as the Codification ttoef in England said, “to |
expect from us a codification of the law of income-tax
which the layman could y read;ahd understand was a.
vain hope, which only the uninstructdd could cherish”' It

* Rex v, Kensinpton Income-tox Commissiontr, 6 7. C. 613, 62y (H.L.}

* Report of the U, K. Commitee on ification of Income-tax Laws
Chpdfsesy, par 35, quoted in the report fof the Royal Comminioh on
the Taxation of Profits and Income, 0494 %90, para. 1080, :

b
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is perhaps possible to make the provisions of the Act more
logical and clearer without affecting the tax structure; but
it is certainly not possible to make the Act simpler without
encroaching upon at least the fringe and verge of the tax
structure. However, we have made an attempt to arrange
the provisions of the Act in a more logical manner and also
to make them simpler and clearer. We have also codified
some of the principles well established by decisions but
not contained in the provisions of the present Act.

y 4. In November, 1956, we issued a press communique
and invited suggestions in this behalf, We received sugges-
tions from various individuals and bodies. We have con-
sidered these suggestions in redrafting the Act,

Scheme  of 5. As the first step in the simplification of the Act,

simplifiea- we have made a fairly logical rearrangement and re-group-

tion. ing of the sections of the Income-tax Aci. Each chapter
deals with a particular topic.

8. The next step was simplification of the language of
the Act. This was done by splifting up the present sec-
tions, which run into several pages, into independent sec-
ticns. Wherever possible, provisos were removed and were
converted into independent provisions of the Act. '

7. As our terms of reference implied the restriction
that the tax structure should not be altered, no major
change affecting the substance of the law has been made
in the substantive provisions.

8. We, however, fel{ that a few minor changes in the
substantive parts and a few major changes in the present
procedural provisions would make for simplification. These
changes have been made and will be indicated in the appro-
priate places. .

g‘ﬁ;‘ﬁ:m‘?g 9. We would like to say at the outset that there can

centinl 1o be no real simplification of the Income-tax law without a

make forsim- simplification of the tax structure, As this was beypnd

plification.  the purview of our work, our task of simplification has
been greatly hampered. .

Analogous

satutes. 10. We have examined the Income-tax Acts of other

countries to study the scheme of arrangement of the gec-
tions and the manner in which analogous provisions have
been drafted in those Acts. We have derived considerable
help from them., We wish the Indian Legislature would
simplify the tax structure of this country on the lines ad-
opted by some other progressive countries.

.. 11. We may also add that in framing our proposals we
‘have not been unmindful of the recent taxing statules
enacted in India, such as the Estate Duty Act, the Wealth
Tax Act, the Expenditure Tax Act and the Gift Tax Act.
We have examined these statutes, and where we though .
desirable, drawn upon the provisions of these statutes in
framing our proposals. o7 S
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12. We now proceed to indicate the lines on which Changes pro-
the Act has been redrafied and the important changes posed in the
effected by us. : )

13. The changes made by us fall into two catego-
ries :

(1) changes of substance, and
(2) changes of form.

Changes of substance are discussed in the succeeding
paragraphs; while changes of form or improvements in .
drafting will be explained in “Notes on clauses”.

There are certain changes which have not been embo- (Recommen-
"died in the draft clauses in Appendix I, but which we dations not
regard as desirable. Qur recommendations as to such ;mboﬂé“;d rm
changes will be found either in the discussion in the body Arpendix I).
of this Report or in the notes to the relevant clause in
“Notes on clauses”, or, in the list of recommendations an-
‘nexed to this part of the Report. '

14. As in the present Act, the preliminary Chapter Chapter T
contains only two sections. One is the section head- Preliminacy,
ed ‘Short title, extent and commencement’ and the other
is the section containing definitions.

Several new definitions were found necessary and nNew defini-
have been inserted. Of these, the following deserve notice— tions,

A definition of assessment has been added to make it <Asspssment’,
clear that “assessment” includes re-assgssment.

This expression has been used by decisions of courts ‘Asstsment
and is well-understood as meaning thp financial year for Year”
which the assessment is being made at ‘the rates prescribed
. by the Finance Act of the yeat concerned. A definition of
‘assessment year’ has therefor® been ingerted in the Act.

These are two new definitions which were found neces- “Aversge
sary. In respect of several incomes wiich are included in ;:“’ eTax”
the total income, abatement of the imx is given at the “Amgc rate

average rate of income-tax. The preent Act provides aof - Super
complicated process for the computation of the abatement, Fax™.
in section 17, where the method of working the average .
* rate of income-tax is referred to. It wps found convenient
to give definitions of these two exprgssions and to refer
"to them in the appropriate sections instead of repeating a
long clause every time.

The basis of charge under the Act varies according as g sad

a person is a resident of India or a non-resident. The ex- “Resident”.”
pressions ‘Resident’ and ‘Non-resident’ have specific mean-
ings for the purpose of the Act. It was, therefore, felt
.Rectt:essary to introduce these two new definitions in the



“Tax”

Changes  in
existing defi-
nitions,
“Asseasce™

“Capital as-
~t",

“Income",

4

A definition of ‘tax’ has been introduced. Under this
definition, ‘tax’ means both income-tax and super-tax tharge.
able under the provisions of this Act. The definition will
make it clear that where income-tax is referred to in any
provision of the Act only income-tax is meant, and where
super-tax- is referred to in any provision of the Act, only
super-tax is meant. Where ‘tax’ is referred to, both income-
tax and super-tax are meant.

15. The definition of “assesse¢” has been amplified so
as to include all the various classes of persons who may
become liable for assessment or payment of tax or other
sum.’

Item (iii) of existing saction 2(4A), which exvludes,
from the definition of “capital asset”, land from which the
income derived is agricultural income has been ret}rafted
by substituting the words “agricultural land in India”, Land
lying fallow and yielding ne income should, it is felt, be
excluded from this definition. Hence this change.

The definition of “income” has been amplified so as to
include profits and gains. This will obviate the necessity
of repeating the lengthy expression “income, profits and

" gains” in the substantive sections. Wherever Eractﬁcable,

Scheme  of

substantive
praovisions.

only the expression “income” has been used in the substan-

tive sections.

16. The substantive provisions of the Act relafing to
one topic or subject matter sre at present spread afl over
the Act. This has naturally led to considerable difficulty
in ascertaining a persen’s liability under the Act. Foriexam.
ple, section 42 which deems certain incomes to ac¢ or
arise in India is sepatrated from section 4 which deal§ with
the charge to tax of incomes accruing or arising in [India.
Similarly, while most incomgs excluded from the tolal in-
come are dealt with in section 4(3) of the Act, thete are
some provisions pertaining to exclusion in other sdctions
e.g. sections 14(1), 25(3) and 23(4) etc. We have, thetefore,
in grouping the sectibns in various Chapters, taken dare to
see that all the provisions pertaining to a particular subject
or topic are placed ih the same Chapter. :

17. The substantive provisions are at present confained
mainly in Chapters I, III and IX in the existing Act. iChap-
ter Ill deals with several subjects. It deals with basis
of charge, the compudtation df total income under ious
heads, the rebates on life insgirance premia and othet mat-
ters and the provisions pertsining to salaries, wagds and
other matters. In thé draft of the Act which we havk pre-
pared, the substantive provisions pertaining to incompe-tax
and super-tax have Been classified and grouped in éleven
Chapters which deal with the following subjects :

The notes to clause 2 (&), in the Nbtes on  clauses, contain a htuﬂcd
discuasion. : :
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(i) Basis of charge. (Chapter II)

(ii) Incomes which do not form part of the total in-
come. (Chapter III)

(iii) Computation of total income. (Chapter IV)

(iv) Incomes of other persons, included in the assessee’s
total income. (Chapter V)

{v) Aggregation of income ahd set-off or carry-forward
of losses, (Chapter VI)

(vi) Incomes on which no income-tax is payable. (Chap-
ter VII)

(vii) Rebates and reliefs. (Chapter VIII)
(viii) Double taxation relief. (Chapter IX)
(ix) Provisions against avoidance of tax. (Chapter X)
(%) Super-tax. (Chapter XI)
(xi) Determination of tax in certain special cases.
(Chapter XII).

18. All the provisions which concern the charge of Chapter T
income-tax have been brought together in this Chapfer, Basis of char
The definition of ‘previous vear is one of the essential ¢
criteria for the basis of charge and has been included in
this Chapter. : : :

The basis of charge has been expresded more generally
than in the present Act, by referring to every “person” in
" the charging section. This is in confornfity with the laws
nf other countries’. _

19. In the present Act the scope of total income is
given sometimes in relation to the natyre of income and
sometimes in relation to the residence of the assessee. To
avoid any confusion, the scope of total imcome of residents
and non-residents has been put in two. different sub-sec-
tions.* .

20. Several provisions of the ,Act refgr to income which
is “deemed” to accrue in India, is deethad to be received
in the previous year. We have bgought ajl’these provisions
together and placed them in praximity #0:each other’.

21. At present, there is no provision'which determines Residegor.
the residence of an artificial juridical pérson. A new sub-
clause’ has therefore been introdyced in &section relating

to ‘Residence’ providing that pefsons o than those for
which a specific provision has Heen d. would be resi-
dent in India, unless the control-and fgement of their

affairs is situate wholly outside India.

L See agfi;n 2(1), Canadian Income-tax Act, 194.8'; section 5(1), Sou-
th African Income-tax Act, 1947;-and section 17, Austrialian Income-lax ete.

Act, 1996 —53.
. ae clauses 4 (1) and 4 (2), App. .
% See clauses 7-10, App. 1.
4 See clause 6 (4), App. J.
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22. The present Act (section 4) speaks of three cafe-
gories of persons:

{i} Persons who are resident in India;

{i1) Persons who are not ordinarily resident in India;
and .

{ii1) Persons who are not resident in India.

Bo far as the second category is concerned, ceriain incomes
mentioned in section 4 accruing oufside Indiz are not to
be incinded in their total igeomes. This category is also
of importance for the ptrpose of certain transactions men-
tioned in sections 42(2} and #D but is of no importance
for any other purpose. The Taxation Enquiry Commission’
considered the guestion whether the category of “not
ordinarily resident persons” should be coniinued for the
purpose of assessment, and expressed the view that there
was no justification for continuing the exemptions given
to this category of cases any longer. We are in entire agree-
ment with the view expressed by the Taxation Enquiry
Commission, Qur primary recommiendation is, therefore,
that this category should be abolished., If, However, the
Government wishes to continve the exemptions, we would
prefer to put in Chapter TII the items which are to be
exeluded from the total inecome in the case of persons not
ordinarily resident’. We would also mention the other lia-
bilities of persons not ordinarily resident at the appropriate
place. We have not, therelore, referred to persons ‘hot ordi-
narily resident’ in the sectiom “Scope of {otal ihcome”.
We would like the baszis of charge to be determided only
with reference to ¢ne guestion, namely, whether the per-
son is resident in India or not resident in India.

The definition of “ordinary residence” in section 4B
is couched in a negative form, with the result that the
section is ambiguous in its import. The view taken by the
Madras and Travancore-Cochin High Courts® is tHat resi-
dence in India for less than nine vears out of the preceding
ren vears is sufficient to make the assessee “pot orfinarily
resident”, whereas the view taken by the Bombgy High
Court’ is thai in order fo claim the status of “npt ordi-
narily resident” the requisite condition-is that the assessee
should be non-resideryt in India in nine out of the ten vears
immediately preceding the relevani accounimeg vear. Under
the Madras view non-residence in one of the said nine
vears would make .the assessee “not ordinarily resident”,
even if he has heen resident in the remaining i VEars.
Under the Bombay view non-residence in each of the nine
years is Tequired before the pegsessee can be regandedias “not
ordinarily resident”. We understand that the Centra& Board

P Ve T. E. €. Report (1953:195¢), Vol II, Chapter 1I, para 11t
Pages 28-29. ’ o
* Vide clabise 13 {47 {iv), Anp, L. . :
¥ Maripptine Piilai v, OO0 T, {1gan) 12 LT B, 186, 188; Swamnatkas
thlifiz;{ ve, LT, 1947 LV.R. 418, 4240 Bpuww vs. G 1 7. {1gss) o7
I. T. R. 463 :
AManthbai Poielvs. C. L T (1958 23 . T. R. 27.
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of Revenue has approved of the Madras view in some cases
where the question arose for its consideretion. If, contrary
. to our recommendation, the coneept of ardinary residence
is retained, it would be advisable to redrafi the definition
of “ordinary residence” so as to malke it clear which of

;.he two conflicting views is the ove intended by the Legis-
ature,

We would like to draw the attention. of the Govern-
ment to twq provisions of the Income-tax Act which deserve
to be deleted. The first is section 4(1)(b)(iii), taxing an
assessee in respect of the remittances by him into India
out of the income of past years (i.¢, years prior to the rele-
vant accounting year). Such a provision has only the effect
of preventing capital being brought into this country at a
time when the country badly needs capital. It is true that
the effect of this provision has been to a large extent
counteracted down by the fourth and fifth provisos to
section 4(1), which were inserted by the Indian Income-tax
tAmendment) Act, 1853; but there is no reason why any tax
on remittances out of past year’s profits should be levied
even in a modified form. To t{ax the aggregate of the
profits of the past iwenty years as the profits of the year in
which they are remitted into India is unjustifiable on prin-
ciple, apart from the fact that, as noted above, it results in
capital being kept out of the country. ' '

Another provision which we regard as still less sup-
portable is section 4(1), Explanation 4, which miakes an
assessee liable to tax if he moves his past profits from cne
part of India into anocther, that is, from the erstwhile merged
territories or'Part B States, into another part of the coun-
try. India is one country and it is wrong on principle to
tax the movement of money from one part of the country
to another. Besides, a fairly long period has already elaps-
ed since the integration of the gf{):'mer native States into
the Republic of India, and it would be amachronistic to re-
tain any longer provisions which were appropriate at a
time when the political map of India was different from
what it is today.

We recommend that these two provisions, namely, sec-
tion 4(1)(b){ii1) and section 4(1), Explanation 4, should be
deleted. (We have not, however, given effect to this recom-
mendation in the draft clauses in Appendix I, since this
would affect the tax structure),

23. The exemptions in the Act are of several kinds. Cha
Some incomes are not liable to’inclusiop in the total in-T
come. Some incomes are liable to inclysfon in the total &
income but are not liable to. pay any tax’. Tt was felt that (e

this distinction should be brought out prominently by income.

grouping together provisions pertaining {o these two cate-
ories separately and putting them in different Chapters.
omes which under the provisions of the Act, are not

- to be included in the total income have been put together
in Chapter 115 : -

* Bee section 16 {1) (a).

ity

whi-. -

da not
art of

totak.
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24. A few of the exemptions notified under seetion 60,
under which the imcome is to he excluded from the total
income, have been mentionmed here', as it was felt that
such important notifications should be prominently brought
to the notice of the tax-payer, e.g.. income of a University
or other educational institution, scholarships and others.

The exemptions have, wherever possible, been classifi-
ed into well-defined categaries e.g., non-residents, foreign
residents, interest and others.

25. The provision in existing section 4(1) 2nd Proviso,
for incomes accruing outside India which are to be exclud.
ed from the total income of a person who is not ordinarily
resident, has been retained in the draft proposed by us.
If the Government accepts our primary recommendation®,
this provision® would have to be omitled.

The provision in section 4(3) (xiv), relating to the
exclusion of remuneration received by employees of foreign
enterprises, is sought to be confined to foreigners, since
there is no reason why the exemption should be enjoyed
by Indian citizens*.

The provision in section 4(3) (xiva), relating ta salary
received by certain foreign technicians. is sought to be
slightly widened so as to cover salary received for work
done before the actual commencement of business®.’

26. The provisions of seetion 4(3) (i) and (ii) (jncome
of religious and charitable trusts) have been the shibject-
matter of interpretation by, various courts, It appéars to
us that the intention of the legislature is not clear from
the present language of the Act. It also appears to ks that
the distinction between a trust and an institution Has not
been borne in mind in drafting section 4(3)(i). An tite-
tion is something different from a trust. A trust ils not
necessarily an institution®,

27. In our opinign’ the intention of the legisla in
framing section 4(3)(i) was té exempt three categoties of
income :— :

(i) Income from property held under trust for i,chari

table or religious puniposes,

(ii) Income from "'busines:e]ield under trust for reiigious

or charitablé purpo $, subject to the conditions
mentioned in provisp (b) to section 4(3) (i

Y Vide clause r1 (17) amd 11 (24), App. I

¥ Seec para. 22, above,

¥ Clause 11 (4) (iv), App. L

* See clause 11 (8), App. 1.

* Sec clause £1 (g), App. I.

Y Minister of Naoticisd  Revenws vv. Trusts and Guaranteer Co, Lid,
{1939} 4 AER. 149, P. C. :

? The notes 10 clause 14 may be perwsed for 2 detailed examinafion of
the position. :

H

| - |
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(iit) Income from a business carried on on hehalf of a
rveligious or charitable [nstitutien, subject to the
:(:g;x?i)tions mentioned in provise (b) to section 4

1).

28. Tt appears to us that in view of the decision of the
Supreme Court’ it will be difficult to gxelude “business”
from “property” which is the subject of a trust. But, it is
also clear to our minds that inoome from business should
be, exempted only if the conditions mentioned in proviso
(ﬁ‘) are fulfilled. We have, thefefore, redrafted section 4
(3)(i} to make this position clear*.:

20. We are of the opinion that the legislature intended
also to exempt the income from a busimass carried on by
a religious or charitable institution, if the conditions men- -
tioned in provise (b) are satisfied. As the exemption of
the income from a business cerried om on behalf of a
religious or charitable “institution” is not covered by the
category of income from businass held under “trust”, we
have provided’.for the exemption of such income of a
religious or charitable institution,

Chapter IV
30. As stated above', the provisions regarding computa- Oymbyation
tion of total income, computation of incpme under various ge.
heads, and other matters are gontaind.in Chapter Il of
the present Act along with other profisions pertaining
to exemptions and other matters. We''oonsider that the
provisions pertaining to the computatiod ‘of income under
each head specified in section 6! should lall be %rouped 10~
getber under the Chapter “Computation: of total income”.

Though there are separate modes df computation un-
der each head, we find a basi¢ scheme underlying the
method of computation under all the heads. The Act first
provides for different categoried of incdme being assessed
under different heads of incomé. Therd is, then, a2 provi-

sion for deducting from the oss impome under each
head expenditure incurred for qarning t income. There
18, again, a provision which prolibits cefthin deductions in

ocompuiing the income under t head
this basic scheme of the Act, wd have
head a section which deals with the
or the nature of income which is a
mjcular head, e.g.. under e, p

uctions to be allowed or nat in co ing the income
under each head are separately provided. The sections per-
taining to a head of income groupdd. under sub-titles,
for example, A—Salaries, B—Inferest an Securities, C—In-
came from house property and soqn.

Having regard to
ided under each
igories of incame
able under that
, and business. -

1 J. K. Trust vs. Commussioner of Income-tax, (rg57) 32 I. T. R. 535 (5.C1).
* See clauses 12 {2} and t2 {4), App. I Do :
¥ See clause 12 {3}, App. L. -
L | [
N . B
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31. In the present Act the expression “tax shall not
be payable” has been used even in respect of deductions.
in computing the income under each head. The language
has been criticised and has occasioned some confusion. In
the scheme adopted by us deduction have been separate-
ly listed and the expression “tax shall not be paydble” iz
not used in regard to deductions’.

Section 8 provides that the tax should be payable in
respect of interest “receivable” by assessee, As the word
“receivable” has been intexpreted by courts as meaning
“received”, we have adopted this interpretation and re-.
drafted the section accordingly’. ’

32. The income assessable under section 9 is more
appropriately described as “Income from house property”;
we have adopted this phraseology.

33. Section 10, which pertains to income from business
covers about fourteen printed pages of the Income Tax
Manual., The section is divided into thirteen sub-sections,
and sub-section (2) has about fifteen clauses and a large
number of provisos. In the absence of any marginal notes
appended to the sub-section and the clauses, it has been
found very difficult to find out whether any particular
deduction is admissible in the case of business income or
not, or to trace a pravision relating to any particulas topic,
We have, therefore, divided the provisions pertaining to
business, profession or -vecation into a number of sections.
The important changes are mentioned below®.

34. One provision which has caused a good deal of
hardship in practice is that regarding bad debts. The allow-
ance for a bad debt under section I0(2)(xi) is condjtional
upon the Income-tax Officer finding that the amouliz had
become bad in the relevant a¢counting year, and this has
been found to bear hardly on the assessee in many! cases.
An assessee may write off afd tlaim a debt as a ba§i debt
in a particular year, honestly thinking that it had become
bad in that year; the Income-tax Officer may disallgw the
claim on the ground that the claim was premature gnd it
really become bad in a subsequent year: on appeal, the
appellate authorities may uphold the disallowance But on
the ground that the debt had actually become badlin an
earlier year. By the time the claim is finally rejec ed, it
may be too late for the asdessee to claim the bad debt
in any earlier or later year. To: make the allowance pend
upon the chance of the as 's view as to the vgar in
which the debt became bad’ eoinciding with the pari-.
ment’s view of the matter, and to put the assessee i peri}
of completely losing the right to the allowance ih the
absence of such coincidence, & not a very satisfactory basig-

1 See clause 1g9, App. L.
* Ser clausec 18, App. L
R ¥ For other changes, see list of changes appended to thia part of the.
eport.

v
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of allowance. We have therefore proposed an express pro-
vision® in the Act that if a bad debt if disallowed as being
claimed too late, the assessrgent for: the year in which,
according to the Income-tax Qfficer, the debt became bad
can be reopened and the allowance mpay be given for that
year wherever possible.

We have also proposed a provision® 1o meet the con-
verse case of a bad debt being claimed prematurely.

35. We have also enumerated in a. separate section the
topics covered by these sectiohs'.

36. The proposed arrangement will make it conveni-
ent to find the provision perfaining to a dedvction or a
charge easily.

37. The provisions pertaining to insurance business
have been placed in a Schedule, as at present.

38. Two changes that we have made in section 10 (2)
(vib), relating to development; rebate, ymay be pointed out
here'. In the first place, we hiave sli tly altered the pro-
vision so as to allow the rebdte in rebpect of the year in
which the machinery or plant is first put to use by the as-
sessee, if the machinery or plant is fot used in the year
of acquisition. Under the existing ovision, the deduc-
tion is allowed only in the year of aqquisition or installa-
tion, and the position regarding ca s . where the machi-
nery or plant is not “used” ip the ydar of acquisition or
installation is doubtful. This has now been made clear,
In the second place, we havé omittel sub-sections (2B)
and (2C) of section 10, relati g to deposits or profits by
companies. The proposed orhission §f sub-sections (2B)
and (2C) of section has beert made

In view of the fact
that these sub-sections are nat being |enforced at present.

The omission is relevant alsoifor the; gurposes of clauses
(vi), (via) and (vii) of sub-section (2) bt section 10.

39. Section 12B has been  criticisgd, as containing the
largest number of provisos. It hag ¢ Iso been criticised gaids.
on the ground that it is difficult to kndw, from the present
language of the section, the deduction a person is entitled
to on account of the cost of the asse}s.  We have felt it
necessary to coin an expressiof, viz., tatutory cost’™ for
this purpose. We have made brovisi or the determina-
tion of the statutory cost se ately Inl respect of depre- |
ciable and non-depreciable #ssets’. Provision has also
been made for determining tHe statufory cost in relation .
to the mode of acquisition of the assets by the assessee by
purchase, inheritance and other methods.

See clause 162 (6), App. 1. _
See clause 36 (6}, 2nd Proviso, App. I.
Clause 29, App. 1.

Vide Clause 33, App. L.

Vide Clause 4g, 50, 51, App. 1.
Vids Clause 50 and 51, App. 1.

2—1 Law Com.[58,

i . b
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40. The provisions bertaining to the computation of
Income from other sources have now been put after the
provisions pertaining to the computation of all other )
incomes including capital gains. The section is thus a resi-
duary section for computing the income from all sources
for which no provision has been made earlier.

We would like to draw the attention of the Govern-
ment to the fact that the present system of taxing divi-
dends creates a good deal of difficulty. At present, com-
panies are taxed at a very heavy rate under the annual
Finance Act but section 18 (5) and 49R (1) of the Income-
tax Act treat income-tax paid by companies as paid on
behalf of the shareholders and allow the shareholders
credit for the income-tax paid by the company. The tax
to be so credited to the shareholder has to be arrived at
after an elaborate computation uhder the process known
as ‘“grossing up” of dividends. This process, dealt with
in section 16(2) of the Income-tax Act, is a complex one.
Moreover, difficult questions often arise in practice as to
whether dividends are declared out of the taxable profits
of the companies or not, since money has no ear-mark and
it is not easy in practice to identify the fund out of which
a dividend has been declared. This difficulty has been
accentuated after the substitution of the present rule 14 of
the Income-tax rules preseribing the new form of certifi.
cate to be furnished by the company to the sharehdlder
along with the dividend warrant.” It ‘would make the law
much simpler and easier to administer if at least public
companies are taxed at 3 very low rate and the share
holders are taxed at the normal rates without any credit
being given to them for the tax paid by the companies.
We have not made any changes on this point in the draft
clauses in Appendix I, since such change would affect
the tax structure; but we feel that the Government
should consider the simplification of the law on this point.
The notes to the relevant draft clause may also be perused
in this connection. '

41. Income which belongs to other persons is, in cer-

Incomes of tain circumstances, liable to inclusion in the total incpme

other persong
included  in
the assessee’s
total income.

Chapter VI
Ageregation
of  Ipcome
and set off or
carry forward
of losies.

of the assessee, e.g., under sections 18 {(1)(¢) and 16(3).
These have been grouped togather in this Chapter. The
language of section 16(1) (c) leads to some confusion. The

provisions pertaining to settlement of income and trans.
fer of property have therefore been separately dealt wigh.

42. The method of computation of the total inc e,
the method of computing the loss and the right to c(i;nry
forward such loss to later years all pertain to the compu-
tation of total income atter the ncome under each head
has been separately computed. All these provisions have
therefore, been grouped together in this Chapter. :

Under section 24 ag it stands at present, a loss under
a head other than capjtal gains is set off also againgt a
loss under the head * apital 3ins”.  Since the ratel of
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tax in the case of capital gains is lower than the rate for
other heads, this provision for the eompulsory set off of
other losses against capital gains is unfair to the assessee.
The benefit which he derives from the set off is smaller
than what he would have derived if the loss were set off
against other income. We have, thergfore altered the pro-
vision' by“barring the set off of a loss under any head
(other than capital gains) against income under capital
gains, so that for the purposes of set off, capital gains now
becomes a completely independent category.

43. The second proviso to section 24(1) does not bring
out clearly the intention of the legislature. We have now
put the proviso in the form of an independent section’ so
as 1o leave no doubt as to its meaming. The provisions
pertaining to set off and carry forward of the losses of -
registered and unregistered firms in the assessment of the |
firms and their partners have also been put in separate
sections’. .

44. It is now well settled by a series of decisions’ that
a cash credit whose nature and source have not been ex-
plained is to be treated as.the income of the year in which
it occurs. There are similar decisions’ regarding invest-
ments whose nature and source are not explained. These
decisions have been codified in two sections’ of this
Chapter.

45. As stated at the outset, the present Act does not papter V11

make a clear distinction between the three categories of Incomes on

which no

exemptions: Ingome-tax

(i) Incomes which do not form:part of the total in-i* payable.
come and are altogether excluded from compu-
tation ;

(ii) Incomes which form part of the total income, but
which are exempt from tax:

(iii) Expenditure incurred by an assessee, on which
an abatement is given.

_Thé present Act uses the words “the tax shall not iae

payable” in respect of all the three categories; e.g.—

(a) Any sum received by a member of a Hindu Undivi-
ded Family as a member of such family—S. 14(1).

{b) The taxed share of a partneir of an Unregistered
Firm—S. 14(2) (a).

{c} Payments made to effect insurance on the life of
the assessee or on the life of a wife or husband
of the assessee—3, 15(1).

Vide clauses 3% (1) and 95 {1}, App. L.
See clauses 78 (1) and 76 (1), App. T.
See clauses 76 to 79, App. . -

Sec clause 70, App. . and the notes theretp.
See clause 71, App. 1. and the nbtes theretT.
Clauses yo-71, App. I. ‘ !
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46. It would be inappropriate to use the same language
in respect of the three categories. We consider that
the expression “tax shall not be payable by an
assessee” 1is inaccurate in respect of expenditure in-
curred by the assessee, as such erpenditure is not part of
his “income”. We have, therefore, separated these three
categories and put them into three different Chapters'.
We have already dealt with the first category in the
Chapter’ in which all the exclusions from total income
have been gathered together. The incomes which are in-
cluded in the total income but exempt from income-tax
have been gathered together in this Chapter. The pro-
visions of the Act which allow a rebate in respect of expen-
diture incurred by the assessee, e.g., sections 15(1), 13B.
etc., have been grouped together in the Chapter' headed
“Rebates and reliefs”. '

47. In respect of several of the incomes referred to in
the Chapter under discussion the exemption is confin
to income-tax and is not applicable to super-tax. To avgid
confusion, the expression “income-tax shall not be payable”
has been used in this Chapter. Yhe exemptions applicaljle
to super-tax have been a;?eciﬁcalliy mentioned, in the Chap-
ter relating to Super-tax®. -

48. In view of the present scheme of taxation (under
the Finance Act, 1958) uhder which no deduction is allt:g-
ed for earned income, we consider it unnecessary to can-
tinue section 15A in the Act. We have therefore omitted
the latter part of section 18A, leawing it to the Government
{o omit its earlier part also. :

49. We have discussed above’ the unsuitability of the
present language in regard o abptement of tax on expeh-
diture by the assessee. We have made the necessary ver-
bal changes. ‘

50. This Chapter provides for a deduction, from the
income-tax payable on the totdl income, of an amouht
equal tc the income-tax calculated at the average rate pf
income-tax on the amounts on which the assessee is
titled to a rebate, for example, ljfe insurance premia,
contributions, to Providént Fund@. The language of tHis

Chapter has been borrowed from the U. K. and Ceyldn

Acts®. ’ '

60(2), (relating to power of the Central Government
grant appropriate relief where falary is paid in arre
and other matters), so ag to covar “perquisites” also.

power will thus be available where a perquisite, enjoydd
in the form of cash, is peid in alrears.

1 Chapters I1IT, VI and VI{I, App. L.
* Chapler U, App. 1. !

* Chapter VI, App. §.

4 Chapter XI, App. 1.

Vide paragraph 45 and 46 sbove.

Sce section 219 (1), U. K. Jucome-tax Act, 1952, and section 14 {'b)-|o£‘
the Ceylon Income-tax inance] H i

T See clause go, App. I
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51. The provisions of the Act which pertain to double Chapeer IX

taxation relief have been gathered topether in this Chapter. ? :::’tli'; 2
Relief.

52. This Chapter deals with the provisions against Chaper X
avoidance of tax by means of transactions with non-resi. Provision
dents and by dealings in securities<cum-dividends apd in 35575 S¥2-
other ways. We have also deait in this Chapter with the ’
provision pertaining to aveoidance of tax in the hands of
a resident principal.

53. As regards transactions in securities the present
law (section 44TF) deems the interest to accrue de die in
diem. As a tax avoidance provision it would be very ap-
propriate to tax the interest wholly in the hands of the
person transferring the securities before the due date of
maturity. We have altered.the prowvision' accordingly.

54. The provisions pertaining to super-tax are contain- Chapter X1

ed in Chapter IX of the Act. There are a few other pro- Super-tax,
visions not included in that Chapter which pertain to super-
tax, e.g., section 23A which provideg for the levy of addi-
tional super-tax in the case of certam companies. All the
provisions relating to super-tax have been brought toge-
‘ther in this Chapter. In regard to super-tax, the basic pro-
vision that the total income for spper-tax shall be the
same as the total income for income-tax has been retained®,
but the provisions which exclude certain incomes from
computation of the total income have been made into se-
parate sections’.

In connection with section 23A, we may draw atten-
tion to the latest proncuncement ¢f the Privy Council’,
on an identical provision of a foreign statute. It decides
that if having regard to the smallness of profits or past
losses or any other relevant factor or circumstances the
payment of a dividend or a large dividend than that declar-
ed would be unreasonable, no order should be passed un-
der section 23A. We have not made any change in the
existing section on . this point; but we think that the
Income-tax Officer should ndt pass an order under section
23A where the declaration af a divigend or a larger divi-
dend would be unreasonable on actount of current busi-
ness reguirements. :

We may aiso draw the atientich to the inconsistency
inherent in the present proyisions delating to tax on dis-
tributed. and undistributed profitd.  Section 23A of the
Income-tax Act taxes undistributed jprofits, while the pro-
vision usually inserted in the annual Finance Act has the
effect of increasing the tax on exeessive distribution of
profits. This inconsistency must be removed. A detailed

Vide clause 97 (3}, App. .

Vide clause g9, App. 1.

Vide clauses 104 10 108, App. | i

C.1.T. vs Williamson Diamonds §2d., 1958 »h; 41 (P.C).

- o o ow
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discussion of the subject appears in the notes to the rele-
vant draft clause. We have, of course, not made any
change in the existing section on this point; but we re-
ceénmend that the Government should take steps as indica-
ted.

+35. We have placed under a separate group provisions

_relating to rebate on super-tax on certain types of expen-

Chapter XI1I
Determina-
tion of tax in

diture or reliefs in respect of certain incomes as in the
case of newly established indusirial undertakings'. The
Act is not clear as to whether certain incomes exempted
from super-tax are to be included in the total incomes for
purposes of rate or are to be excluded altogether; for
example, the exemption [in section 14(3)] in respect of co-
operative societies. In our draft we have borne in mind
the distinction between an item which is excluded from
the total income’ and an item on which only a relief is
applicable at the average rate of super-tax’.

56. In this Chapter we have dealt with cases which
are not covered by the normal rules regarding the com-

certain  spe- putation of total income or the rate of tax applicable there-

cial cases.

Procedural
provisions,

to. The topics dealt with here include the computation
of lax for income comprising exempt incomes, liability in
respect of compensation payable, the rate of income-tax
and super-tax applicable to non-residents, the mdde of
computation of income-tax on capital gains, and o on.
We have made it clear' that in the case of compensation
payable to and received by a registered firm, the ial
mode of computation mentioned in the Act applies to the
partners. The position is not clear in the Act.

37. In respect of capital gains the provisions qf the
present Act are not easily inteiligible, and we have phere-
fore clarified the position by expressing the compufation
of tax on capital gains in the form of a2 mathematieal for-
mula’. v

58. The provisions pertaining to income-tax authori-
ties and procedure are at present contained mainly in
Chapters II. ITA, IV. V and V-A. All these provisions|have
been brought together, with section 64 which pertaips to
the place of assessment and section 54 which pertaips to
disclosure of information by public servants. These pro-
visions have been divided inte the following Chapters:

{1} Income-tax authorities {Chapter XIII).
(ii} Procedure for assessment (Chapter XIV).

1 Sec clauses 109 to 112, App. T.

*  Conrrast clauses 104-108, on the one hand, with clauses 109 to 112, on
the other, in App. T. :

8 Vide clavse 129 (2), App. T.

* Vidr clause 125, App. 1. §f.  section 6 (1) of the South African Tncome-
tax Act, 1941 for the device of mathematicai formula, .



17

(i) Liability in special cases (Chapter XV). _
{iv) ?{;%?Ic;al provisions applicable to firms {Chapter

(v} Special provisiéns applicable to companies {Chap-
fer XVII). :

{vi} Collection and recovery of tax (Chapier XVIII).

(vii} Tax deemed t{o have been paid on dividends
{Chapter XIX).

(viii) Refunds (Chapter XX).
{ix} Appeals and Revisions (Chapter XXI}).

{x) Penaltiegs imposable by income-tax authorities
(Chapter XXII).

(xi}) Offences and prosecutions (Chapter XXIII).

(xii} Recopnised provident funds (Chapter XXIV).
(xiii} Approved superannuation funds (Chapter XXV).
{xiv) Miscellanecus {Chapter XXVI).

53. The provisions pertaining to Income-tax authori- Ghapiec XTI
ties are contained in sections 5, 54 and 64 of the present Hpcome-tax
Act. The provisions contained in sections 37, 38 and 39 amthorities,
pertain to the powers of Income-tax authorities. We have,
therefore, grouped all these sectiong in this Chapter.

The present classification of these provisions is not
very happy. We have, therefore. classified the provisions
pertaining to Income-tax authorities as under:

(a) Appointment and coniroi,
{b} Jurisdiction.
{¢) Powers, and
{d) Disclosure of information.

60. Effect has been given to ihe observation of the
Supreme Court in a recent case' by providing that the as-
sessee should be given an opportunily, wherever possible,’
of being heard before a case is transferred from one Income-
tax authority to another.

There is at present no provision in the Act as to the
Income-tax authority who should take proceedings where
there has been a transfer of the case from one Incomertax
authority o another. A doubt has been expressed as to
which Commissicner is to exercise jurisdiction when a
case has been transferred from an Income-tax Officer uader
the jurisdiction of one Commissioner to an Income-tax
Officer under the jurisdiction of ancther Commissioner.
We have provided specifically for such cases by inserting
a new section on the subject’. The new provision will also

t Pannalal Binjraj ond others vs. Union of India (1957). 31 L1 R. 565, 589,
ALR. (1957} §.C. 397, 410 . :
T See clause 134, App. 1.
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meet cases of transfer of a case from one Income-iax Offi-
cer to another. A few minor changes made in the various
sections have been indicated in the Notes on clauses.

An important addtion to the provision relating to dis-
closure in section 54 {8) is the new provision’ enabling the
Income-tax Officer to disclose the substance of the parti.
culars on which he relies (for the purpose of an assess.
ment) to the assessee without, of course, disclosing the
name of the person to whom the particulars pertain. This
is intended to give effect to the decision of the Supreme
Court in the case of Dhakeshwari Cotton Mills Lid’. One
other provision added to this gection’ enables the Income-
tax authority to disclose the facts necessary for the pur-
pose of enabling an officer of the Central 'government 1o
levy or realise any tax imposed by it.

A provision has also been added® authorising the dis-
closure to civil courts of certain documents (like baldnce-
sheets, profit and loss accounts ete.) prepared by companies
under the Companies 'Act, or documents of which cépies
can be obtained under the Registration Act. As none of
these are private documents, there is no harm in permitting
their disclosure in cases where the documents are relevant
in a proceeding before a civil court, Similarly, we have also
added a provision* authorising the disclosure of accolunts
filed by the assessee before an Income-tax authority when
the accounts are required by a civil court for the purposes
of proceedings to which the asgessee is a party. We da not
see any reason why the mere fact that the accounts: are
lying with the Income-tax authorities should debar their
production in court, :

One important chapge whigh we have made concerhing
section 5 may also be .noticed. $ection 5(8) provides that
officers and persons employed |n the execution cf thelAct
shall observe the orderms, instructions and directions issued
by the Central Board of Revenue. ;

As some of the orders and ipstructions affect ass S
in general, we have added a provision’ to the effect that
orders and instructions of a general nature should
published. :
1

We have also added a clauge providing for the r$m

he

of documents produced by an astessee before any In a-
tax authority’.

1 Sce clause ra1 (3) (¢}, App. L. %
* (1g954) 26 LT.R. 975.

% Cause 14 {3} {n), App. L.

< Clauses t41(3} () (ii) and (iif), App. 1.

& Clause tgr{3) (I} {), App. 1.

* Clause 130 (1), 20d Proviso, App. L.

7 Sec clause 136 (4}, App. 1.
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61. In view of the fact that we have . recommended the
abolition of the Appellate Tribuaal, the provisions pertain-
ing to the Appellate Tribunal have been omitted from this
Chapter.

62. The provisions pertaining to procedure for assess- Chapter XIV
ment have been gathered together in this Chapter, Procedure

for  assess-

The Chapter has been divided into sections so as to ment.

bring out clearly and prominently the various stages of an
assessment. The principal changes made by us in respect
of these provisions are given below :—

(1) The date by which the voluntary return is to be
filed has been fixed as the 30th day of June'. \

(2) A primary obligation to make a return of income
has been imposed without the necessity of a general notice
as under the existing section 22(1).

(3) The provision has been extended to representative
assessees, e.g., agents of non-residents, trustees’ and others.

{(4) The person who is to sign the return is mentioned
at present in a footnote to the form of return of income.
We consider that this provision is so important that it
chould be embodied as a part of the Act itself. We have, ac-
cordingly, added a section on the subject.” We have
made special provisions for the signing of returns in the
case of mentally incapacitated persons, minors and persons

absent from India.

{5) The criteria for making a “bes} judgment assess-
ment” have been specifically mentioned.!

(6) The provisions which are now cpntained in section
13 have been transferred to this Chapler. The provision
Las been so drafted* as to avoid any cdnflict between sec-
tions 13 and 23. It has been made clepr that section 13
applies only where the accounts are cofrect and complete.
Section 23(4) will apply to caseés where the accounts pro-
duced are not correct or are not compldte.

(7) The Act—section 34(1), 1st Proviso, (ii) enables with
the permission of the Central: Board ¢f Revenue, the re-
opening of assessments without limit of time in cases where
the aggregate income which has éscaped assessment is over
Rs. 1,00,000. We consider that in mosti of the cases there
should be some finality as to an assessr&e;g; after the lapse
of a certain period of time. While proteeting the interests
or revenue by providing’ that where income which has
escaped assessment in a particular year is over Rs. 50,000

1 See clause 143 (1), App. L.

* Sec clawae 144, App. [

¥ See tlauses 148, 149, App. I

4 Sce clause 150, App. I.

% See clause 155 (1) {1} (i}, App. 1.
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the proceedings can be re-opened without limit of time, we
have provided' for a limit of 16 years in all other cases
which are now covered by sectionl 34(1)(a) 1st proviso, clause
(i1). We would, further recommend that even where the
income escaping assessment in a particular year is over
Rs. 50,000, there shouid be no re-opening of the assessment
after the lapse of 16 vears from the end of the assessment
vear concerned. This last recommendation has not been
embodied in Appendix L

{8} In the case of Paragshar vs. Vasantsen Dwarkaedas,’
the Bombay High Court held that the provisions of section
34(3) are invalid to the extent {o which they allow the
assessment of a person other than the assessee to be re-
opened without limit of time. We have now provided’ that
the person whose alleged income is included in the assess-
ment of the assessee, should be given an opportunity of
being heard, before the assessment is completed. This will
cure the invalidity of the provision,

{9) At preseni there is no time-limit for the completion
of an assessment made under section 34(1){(a). We think
that the proceedings for such assessmentis should not go on
indefinitely. We have accordingly provided' for a time-
Iimit of four years for the completion of the assessment.
The time limit will run from the end of the assessment year
in which the notice under section 34 is issued.

Similarly, we have provided® a time-limit of four years
in a case where a notice is issued under section 28¢3) read
with section 28{1)}{¢) {i.e., notice for the imposition of a
penalty where the assessee has concealed the particulars of
his income or deliberately furnished inaccurate particulars).
Under section 34(3) there is no time-limit for the comple-
tion of such assessments.

{10) Section 35 has been split into two sectioms. The
rectification of mistakes, strictly so called, is put:in one
section. Several rectifications which are permitied under
section 35 are deemed o be mistakes apparent on the face
of the record. All sych deeming provisions have been
gathered together in ancther section. :

g!l?;.er XV 63. All the provisions of the Act dealing with liability
special sascs, 1D special cases have been gathered together in this Chapter.

The following topics have been dealt with in this
Chapter : — t ;
Legal representatives;

Representative assessees {i.e. persons 'iiabh_e as trustees,
guardians, managers, agents of non-residents etc.);

Executors; .

1 See clause 135 (1) (8) (i), App. L.

! (1956} 29 L'F.R. B57 (Bombay H.CC.).
* Vide clause 160, Expl. 3, App. L.

¢ Vide clause 160(2) (h}, App. L.

§ Clause 16c(1} (b), App. L.

! y
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Succession and partition;
Shipping business of non-residents;
Persons leaving India;

Discontinuance of business etc., or dissolutign of asso-
ciation,

Royalties;
Liability of State Governments.

64, The principal changes made in respect of these pro-
visions are as under :—

(i) The provision relating to legal Mprésentgtives has
been made more elaborate' so as to cover all possible situa-
~ tions.

(i1) A new expression has been coined’, namely “repre-
sentative assessee”, to cover all cases where a person is
made respensible in an assessment for the income of ano-
ther person under sections 40, 41 or 42 (as trustee, guardian,
Administrator-General, Court of Wards, receiver, agent of
non-resident and otherwise). This scheme has been adopted
from the South African Act’ The adoption of this scheme
has made for a considerable simplification in drafting.

(iil) A new provision‘ has been ingerted to make the
representative assessee personally liable where he disposes
of or parts with the assets in his possession after the tax
has become payable.

Under the Act, a person liable as a representative
assessee (particularly a guardian, trustee, or manager) can
be assessed either under the special provisions applicable
in such cases (sections 40, 41 and otherwise) or under the
normal charging provision in section 3. We feel, however,
that such persons should not be chargeable under section 3
when there are special provisions aPplicable to them. We
have, accordingly, added a provision® for the purpose.

The position regarding the rate of tax applicable fo
income received by a trustee in cases where the shares of
the beneficiaries are unknown or where the income is not
received on behalf of a particular beneficiary, has been
slightly amended® so as to provide that the tax on such
income in the hands of the trustee amd otherwise will be
at the rate applicable to an association .of persons; a provi-
sion has, however, been added io the affect that where the
income is actually received by the beneficiary, the Income-
tax Officer has the discretion to tax at the rate applicable

1 Fide clause 168, App. L.

Y Vide clauscs voge177, App. I

3 See sections 6g-77, South Alrican Income-tax Aect, 141,
4 Clause 172, App. T.

& Clause r70 (3], App. 1.

! Vide clause 174 (a), App. .
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to the beneficiary. We feel that the existing provigion in
section 41(1), 1st proviso, authorising the levy of tfax at the
maximum rate (in cases where the beneficiary has other
income) is not fair. The sheer accident that a beneficiary
has income from other sources, should not be a ground for
taxing him at the maximum rate. .

(iv) There is at present no provision in the Act for the
assessment of executors. We have inserted a new provision’
for the assessment of executors, based on the corresponding
provision of the Ceylon Act.

(v) The provisions of section 25A, it is now well settled,
apply only to cases of total partition of the family. There
is no provision in the Act as to the enquiries to be made
and the procedure t9 be adopted in the case of partial parti-
tion of a Hindu undivided family. We think that some
provision on the subject is desirable. We have therefore
amplified the section so as to cover cases of partial partition
of Hindu undivided families.’

(vi) It has been made ¢lear’ that the rate at which a
State Government is to pay the tax on its tax free sdcurities
should be laid down by the Finance Act.

Shapter XVI 65. All the provisions of the Act applicable to firms have
vﬂ'fom Pap_ been gathered together in this Chapter. This will enable
plicable ' to the partners and others to ascertain the law from one
firms. Chapter instead of searching for provisions dispegsed all

over the Act.

The principal changes made in this Chapter alée given
“below : |

(1) The provisions confained at present in the Rules,
regarding the registration and cancellation of registgation of
firms, have been incorpordted in the Act.

(2) The provision for fresh application for regjstration
every year has bden deletad, as it entails hardphip. A
declaration that there has béen no change in the fonstitu-
tion of the firm will suffice.* |

(3) There was some difficulty in determining when
there is a change in the gonstitution of a firm apd when
there is a succession. The specific circumstances which re-
flult inda change in‘the congtitution of a firm have nfow been

etined.’ :

(4) It has been noticed that Income-tax Officars reject
the applications for registration on the ground of fechnical
defects in the instrument of partnership. For gxample,
where the partners'of firm A and firm B form a bigger firm—

b —

1 Clause 178, App. I
* See clause 181, App. 1.
3 Vide clause 188, App. 1.

¢ See clause 191 (7),§ App. L
$ See clause 194. App. 1.
' {
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firm C, the registration of firm C is refused if the instru-
ment of partnership of firm C does not itsélf specify the in-
dividual shares of the partners, But merely mentions the
constituent firms as the partners. In such cases, the shares
of the partners in firm C, we feel, should be ascertained
with the help of the instruments of partnership relating to
firms A and B. We have, therefore, proposed a change in
section 264, so that in considering the application for regis-
tration, the Income-tax Officer will be required to have
regard to the instruments of partnership of the connected
firms also.

(5) A clause enumerating all other provisions rele-
vant to firms has been added.

The provision for registration of firms (section 26A and
the rules made thereunder) has worked great hardship in
practice. Practical experience of the warking of the Act
shows that the department is astute to find technical defects
on the strength of which registration may be refused. Such
refusal can obviously work enormous hardship, since the
result of such refusal would be that tax would be attracted
at a much higher rate in most casés than if the income were
apportioned among the various partners and taxed separate-
ly in their hands. The reports df incomedax cases afford
many illustrations of how even igenuine’ firms have been
refused registration merely because of some technical defect.
We have tried to alleviate the hardship hyy liberalising the
provisions to some extent, as indipated abpve. But we feel
that if the provision for registratipn is at @il to be retained,
there should be a complete change in th ,a%proach of the
income-tax authorities, and the 'provisiaﬁ should not be
administered in a hyper-technical spirif, as is done at
present. If the law is not administered:in a liberal and
reasonable spirit, the old adage “the letfler killeth” would
fully apply.

We would aiso like to draw the attention of the Gov- Do.,b1c"m
ernment to another provision relating t$ firms which we tion orﬁl‘r;gi;-

feel is totally unjust.” We are reférring tojsection 23(5)(a)(1) tered

of the Act, which provides for the levy of fax on registered
firms in addition to the tax levied'on the thdividual pariners
of registered firms. This is the !least def¢nsible provision
of the present income-tax law. Prior td the amendments
made by the Finance Act,. 1956, a registeted firm did not
pay any tax itself, but each pagtner's aiz're of the firm’s
profits was added to his other infome ‘the tax payable
by each partner on the basis of His total income (including
his share of the firm’s profits) wag determined and the levy
was made on the partners indiwidually. Thus, there was
no double taxation. But after the amendiment made by the
PFinance Act, 1956, (see paragraph D of the First Schedule
to that Act for the rates of tax), income-tax {3 now assessable
on a registered firm, and. the partners of he registered firm
gre sgain liable to be charged their |ihdividual assess-
ments to both income-tax and r-tax fr| respect of their
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shares of the firm's profits. There is, thus, double taxation
in the case of a registered firm so far as income-tax is
concerned, (though not as regards super-tax), and only par-
tial relief against such double taxation is afforded by
section 14(2)(aa). This provision for double taxation is
without precedent, so far as we have been able to gather,
in the history of income-tax legislation, either in this coun-
try or in the other countries whose laws we have examined.
To assess a firm in respect of its profits and to assess the
individual partners again in respect of their shares of the
firm’s profits is virtually double assessment on the same
individuals in respect of the same income. This type of
legisiation cannot be supported on any considerations of
justice or fairness or any sound principle of taxation. Tt
would work as a dangerous precedent. We appreciate that
it.is a matter of legislative policy how high the incidence
of taxation should be; bui there is no reason why' resort
should be had to pure and simple double taxation on the
same individuals, in respect of the same income under the
same Act, as a mode of raising the revenue. As altération
in the tax structure is not within the scope of our prdposals,
we have not made any change on this point in the draft
clause in Appendix I. - But we strongly recommend that
this provision [the system of taxing a registered firm under
section 23(5)(a)(i) read with the annual Finance Act) should
be abolished.

66. We felt that it would be useful to enumenate in
one place all the provisions of the Act which pertain to
companies. The provisions themselves have been put in the
relevant places, e.g., residence has been put in the Chap-
ter on ‘Basis of charge’, the additional super-tax payable
by a company has been put in the Chapter on super-tax. and
so on. But all the provisions of the Act which pertain to
the assessment of companies have been listed here, for easy
reference. .

67. The provisions pertaining to collection and re¢overv
of tax are contained at present in Chapters IV agd VI

of The provisions pertaining to deduction of tax, and advance

payment of tax are really provisions pertaining to regovery
of tax. Therefore, the provisions pertaining to deduction,
advance payment of tax and recovery of tax have all been .
brought together in this Chapter.

68. The principal changes made in this Chaptqr are
as under ;- -

(i) Some doubt was felt as to whether the provisions
pertaining to deduction at soprce or advance paymeat of
tax were valid in the absence of a charge of tax. Wa have
made it clear by adding suitable provisions’ that there is
a “charge” for deduction of tax, and advance payment of
tax etc.

t Vide clause 190(1) readiwith clause §(2), App. 1.
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We have aiso made it clear’ that advance tax on divi-
dends is confined io advance supertax. So far as income-
tox is concerned, the question of advance payment does not
arise in view of the provisions of section 16(2) read with
section 18(5) and 49B.

We have alse made changes’ in the raie of interest in
connection with advance tax and the date from which the
interest is to run, so as io secure uniformity. The netes on
the relevant clauses indicates in detail the changes made
in this respect.

{ii} In regard to the provisions for recovery of {ax.
the principal change made is that the provisions pertaining
to the procedure for recovery of tax by the Collector to
whom a certificate is issued have heen incorporated in a
separate Schedule to the Act, which will constitute a self-
contained Code. In drafting this Schedule, we have exa-
mined the provisions of the wvarious Revenuve Recovery
Acts of the various States as also of the various Municipal
Acts. The procedure to be followed by the Collector
is not very clear and varies from State to State. This va-
riance in procedure has been commented upon by the Su-
preme Court’ Whatever the position may be mn regard
1o recovery of tax levied by States, we consider that there
should be a uniform procedure in regard to recovery of

"Central taxes. {See defailed discussions below under
“Revenue Laws™)

{iii} Provision® has been made for an Income-tax Off-
cer to send a certificate to the Collector of any gistrict
in India in which the assessee¢ possesses property or resides.
At present, the Income-tax Officer can send a certificate
only to the Collector of the district in which he functions,
and where the certificate is to be sent to another Collector,
the Collecior t¢ whom the certificate hag been sent has fo
forward it to the other Collectpr, This procedure re-
sults in delaying proceedings for recovery,

(iv) It is the departmental practice and it is also con-
venient from ihe point of view of assesseps—that the power
to grant payments in instalments should res{ with the In-
come-tax Officer, and that the power shduld continue even
after the issue of a certificate tp the Cellector. We have
inserted the necessary provisions on the subject’.

{v} The scope of sections 46 {3) and 46{4), under which,
in areas notified by the Commissioner, ‘grtears ¢an be rea-
lised in the manner provided by the Munjeipal Act of the
State, has been narrowed down. Of the various remedies
provided by Municipal Acts. the power of distraint and
sale is the only one that is really effective, and that has

1 Ve clawse 215(3), App. 1.
* 8ee App. 1, clauses 221, Proviso and g24 for rate, and z23(r) for date.

. R: af;er;}ra!!am Govindji Halgi vs. Additional Collector of Bombap—(1955) 28 1.
L '8

4 See clause 292, App. L .
* See clauses 220(2) and 234(r), App. |
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been specifically deakt with in the draft’. It will be avail-
able to any Income-tax Qfficer authorised for the purpose
by the Commigsioner. The procedure to be adopted by the
Income-tax Officer. in the case of distraint of property
has been dealt with in a separate Schedule.

Several Municipal Acts tontain provisions for an ap-
plication being made to a Magistrate having jurisdiction
over the area and provide that the Magistraie will {there-
upen collect the tax in the manner provided for the reco-
very of fines or prosecute the defauiter for non-paymient of
the tax. These powers have in fact never been exetcised,
and we think it unnecessary to retain them',

{vi) For expediting recovery, we think that it would
pe desirable to have a provision enabling the Incorhe-tax
Officer to apply directly to a court (in whose custody:there
is money belonging te the assessee) for payment of the mo-
ney in its possession. This will save time, and do'away
with the necessity of proceedin through the Collecjor as
at present. We have accordingly inserted a provisiop’ for
ihe purpose. ;

(vit) One more mode of Tpgovery is recovery by & suif.
This is implied undew the p ent law, but we felt that it
might be useful to inake a sspecific mention of it ¥ the
Act, and have mentioned it arcordingly”. ;

{viii) At present one of the modes of recovery I the
imposition of a penalty undeg section 46 {1), the aggiegate
penalty imposed not exceeding the tax payable. The ob-
ject of this provision s to prégnt the assessee from fitili
ing money which belgngs io yvernment without comppen-

sating the Government by Wa of interest for the gelay-

ed payment. Under the pres t procedure, however, it
may happen that while the Dt melty is imposed in ong case
where payment is layed, §t may not be imposg in
another case where also pgyment is delayed. may

also happen that in the cabs of a particular assessee
the penalty imposed under sqction 46 (1), is remitted
appeal. This, we coppsider, wauld lead to discriming
between assessees whb are sl flarly situated. The grovi-
sion in the Australian Act inl this behalf has appea
us 2s being more equitable. We have, therefore, pro ded*
for interest at 10 per ¢ent beijﬁ payable by every asspssce
who is in default in Yespect ¢f the amount outstangi

from the date on which the dmount falls due. (We
that the rate of interést should be sufficiently high
to induce assessees to make prompt payment of arrgars.)

T See clavse 235(5), App. L )
s [etailed discussion below under Lhe bead **Municipal laws" may b seen,

3 Vide clause 235(4), App: k.
4 Sec clause 243 (b), Apg L
1

3 Sce clause 230 (1), Appl 1.
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We have also provided' for the interest being waived in

cases where the tax is paid within three months of the
default.

The corresponding provisions in the Canadian, UK.
and Australian Acts may be compared®

(ix) The position regarding the action to be taken
for the correction or cancellation of a recovery certificate
issued by the Income-tax Officer to the Collector is very
uncertain at present. If after the issue of a  certificate
some mistake is detected or the amount is reduced or in-
creased or the Income-tax Officer desires to withdraw the
certificate for some reason, the action to be taken is not
easily ascertainable from the Ae¢t. We have, therefore, ad-
ded a provision® to make the position clear. Under the pro-
vision proposed by us, the assessee cannot challenge the
correctness of a ceriificate before the Collector; but he will
have the right to move the Tncome-tax Officer (who issued
the certificate) in appropriate cases. We have also provid-
ed for an appeal against an order of an Income-tax Officer

rejecting an application of the assessee raising objection to
the certificate.

(x) Regarding section 46 {5), which confers on the
Income-tax Officer a power to require the employer of an
assessee to withhold the assessee’s salary and remit the
amount to the Income-tax Officer towan?s: payment of the
assessee’s arrears, we feel that the power should not be
available in respect of that portion of the salary which
exemnpt from attachment under the Civil Procedure Code.
We have changed the provision accordingly*,

69. As regards recovery under revenue Laws, a detail. Revenue
ed discussion of the position appears to be desirable. Sub- Laws.
section (2) of section 46 contains the procedure to be fol-
lowed by the Collector after receipt of the certificate from
the Income-tax Officer. The procedure is the same as that

laid down for the recovery of arrears of land revenue in
his State.

The proviso to sub-section (2) of section 48 confers
upon the Collector all the powers which a court under the
ode of Civil Procedure, 1908, exercises for the purpose of
recovery of an amount due under a decree. This, of course,

is without prejudice to any other powers of the Collector
in that behalf.

(The provisions of sections 46 (3) and 46 (4) will he
discussed later.]

¥ Bee clause 230 (2), App. L.

* Cf section 54, Canadian 1.°T. Act, 1948 {where the rate is 6 p. <.) and
section 455, U.K.1.T. Act,1952 (the tate being 3 p. .} and Section 270,
Australian Income-tax etc, Act, 1936-1955 (where the rate is 10 Ps G ).

3 (iause 233, App. L.

& Bee clausc 235 (2}, App. I.

3—1 Law Com. 58,
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. 70. The powers of the Collector are to be gathered
from the laws relating to the realisation of land revenue
obtaining in the appropriate State, supplemented by the
powers exercisable under,the Code of Civil Procedure. An
examination of the revenue laws obtaining in the States
now forming part of India shows that under these laws
the foliowing processes for realization of arrears of revenue
are available.

(a) distraint and sale of moveable property of the de-
faulter; '

(b} attachment and sale of immoveable property of
the defaulter;

{c) attachment of property belongin'g to the defaulter
and management thereof;

{d) arrest and detention of the defauiter in civil pri-
son.

All these modes of recovery de¢ not obtain in all the
States. Further, in the same State, there are variations
deperding upon the place of accrual of the revenue ar-
rearsc,i according as the arrears arose in the capital city or
outside.

71. Section 51 of the Code of Civil Procedure 13908,
lays down the modes of execution and it contains as many
as five methods of execution of a decree of Civil Court. Sub-
clauses (b), {c} and (d} of that section are alone relevant
for the purpose of income-tax law, and they are :—

(i) attachment and sale, or sale without attachment of
any property (the word property is here used so
as to include moveable and immoveable property);

{i1) arrest and detention in prison, and
(iii) appointment of a receaiver,

72. It will be seen by a comparison of the modes, avail-
able under the revenue laws with those under the Civil
Procedure Code that the only additional power whi¢h the
Code of Civil Procedure confers is the power to appoint
2 receiver in execution of a decree. The Code of Civil
Procedure lays down in Order XXI the procedure to be
followed in respect of these modes. Revenue laws pf the
States also lay down the desailed procedure to be fpllow-
-ed by the Collector for realising arrears of land revenue,

73. The revenue laws relevant are :—

[Owing to the distribution of States before and afier
the S. R. C. Act it has not been possible to attempt a classi-
fication of these Acts on the basis of the States a$ they
now exist. Some of these Acts apply in one or more $tates.
The list 1s also not exhaustive.]

1. Madras City Land Revenue Act (XII of 1851), read

with the Madras Clty Land Revenue (Amend-
ment Act (VI of 186§).
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Madras Revenue Recovery Act (I1 of 1864).
Bombay City Land Revenue Act (II of 1876).

. Bombay Land Revenue Code (V of 18789).

Bengal Land--Revenue Sales Act (XI of 1859) read
with the Bengal Land revenue Sales Act (VII of
1868).

. Bengal Public Demands Recovery Act (III of 1913}
. Caleutta Land revenue, Act (XXIII of 1850).

Uttar Pradesh Zamindari Abolition and Land Re-
forms Act, 1950 (I of 1951).

. Assam Land Revenue Regulation, 1886 (I of 1886).
10.

Bihar and Orissa Public Demands Recovery Act
(IV of 1914).

Punjab Land Revenue Act (XVII of 1887).

Madl%ya Pradesh Land Hevenue Code, 1954 (II of
1955). -

Hyderabad Land Revenue Act (VIII of 1317 Fasli}).
Mysore Land Revenue Code, 1888 (IV of 1888).

Madhya Bharat Revenue Administration and
Ryotwari Land Revenue and Tenancy Act (66 of
1950).

Rajasthan Public Demands Recovery Act (V of
1952). :

Rajasthan Land Revenue Act (XV of 1956).

Travancore-Cochin Revenue Recovery Act (VII
of 1851).

Coggg) Land and Revenue Regulation, 1899 (I of
1899},

Vindhya Pradesh Land Revenue and Tenancy Act
1953 (III of 1955).

~74. The following analysis gives a summary of the re-
medies available for realisation of arrears of revenue in
each of the States :

I, Madras Acts.

1.

Madras Revenue Recovery Act (II of 1864).

(i} Distress and sale of moveable property.

{ii} Attachment and sale of immoveable property or
management of it.

{ii) Arrest and detentian.
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9. Madras City Land Revenue Act (XII of 1851) read
with Madras City Land Revenue (Amendment)
Act (VI of 1867).

(i) Distress and sale of moveable property.
(ii) Attachment and sale of immoveable property..

II. Bombay Acts.
1. Bombay Land Revenue Code (V of 1879)
(i) Attachment and management of land.
(ii) Forfeiture of the occupancy or alienated hold-
ing. :
{iii) Distress and sale of moveable property.
(iv) Sale of immoveable property.
(v} Arrest and imprisonment of the defaulter.

2. Bombay City Land Revenue Act (11 of 1878).
(i) Distress and sale of moveable property.
(ii) Attachment and sale of immoveable property.

(iii) Arrest and detention.

III. West Bengal Acts .
1. Bengal Public Demands Recovery Act (III of 1913)
(i} Attachment and sale of moveable property.

(ii) Attachment and sale or sale only of immoveable
property.
(iii) Attachment of a decree.

(iv) Arrest and detention.

1V. Bihar Acts.

1. Bihar and Orissa Public Demands Recovery Act
(IV of 1914).

(i) Attachment and sale of moveable property.

(if) Attachment and sale or sale alone of immove-
able property. : .

(iii) Arrest and Detention.

V. Orissa Acts.

1. Bihar and Orissa Public Demands Recovery Act
(IV of 1914).
As in Bihar.

2. Madras Revenue Recovery Act (II of 1864). As in
Madras 1.
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3. Central Provinces and Revenue Act (II of 1917).
{i} Arrest and detention.
{ii) Attachment and sale of moveable property.

" (iii) Attachment of estate, mahal or land and taking
it under direct management,

{iv) Transferring the share of land to another co-
sharer.

(v) Annuling the settlement of the estate, mahal or
land.

{vi) Selling estate, mahal or land.
{vii} Attaching and selling other immoveable pro-
perty.
V1. Madhya Pradesh Acts.

i. Mag%hya Pradesh Land Revenue Code, 1854 (II of
1955).

{1) Attachment and sale of moveabie property.
{ii) Attachment and sale of holding.
(iii) Attachment and sale of other immoveable pro-
perty.
VII. Punjab Acts,
1. Punjab Land Revenue Act (XVII of 1887). -
(i} Arrest and imprisonment.
{ii) Distress and sale of moveable property.
{iii} Transferring the holding.
(iv) Attachment of the estate or holding.
{v) Annulment of the assessment.
{vi) Sale of the estate or holding.
{vii) Proceeding against other immoveable property.

VIiII. Uttar Pradesh Acts.

1, Uttar Pradesh Zamindari Abolition and Land Re-
forms Act, 1950 (I of 1951) Sections 58 to 188
(chapters V to VIII) of the United Provinces Land
ievenue Act, 1901 have been repealed by this

ct

(i} Arrest and detention.
(ii} Attachment and sale of moveable property.
(iit) Attachment and sale of the hplding.

(iv) Attachment and saie of other immoveable pro-
perty.
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IX. Assam Acts.
1. Assam Land Revenue Regulation (I of 1886).
(i) Sale of moveables.
(ii) Attachment of estate and management thereof.
(iit) Sale of estate.
{iv) Annulment of settlement.
(v} Attachment and sale of other immoveable pro-
perty.
X. Mysore Acts,
1. Mysore Land Revenue Code 1888 (IV of 1888).
(1) Forfeiture of the occupancy or alienated hold-
ing.
(ii) Distraint and sale of moveable property.
(iii) Sale of immoveable property,
(iv) Arrest and imprisonment.

{v) Attachment of holding (consisting of entire vil-
lages or shares of villages) , Imanagement
thereof.

X1I. Madhya Bharat Acts,

i. Madhya Bharat Revenue Administration andl Ryot-
wari Land Revenue and Tenancy Act (66 of §950).

(i) Attachment and sale of moveable property.

(ii) Attachment and sale of immoveable ﬂm‘?erty
(other than the land in respect of which the
arrears have accrued).

(iii) Attachment and sale of the land.

(iv) Taking the land under direct management or
letting it in farm,

XII, Travancore-Cochin Aets.

1. Trgvancore-Cochin Revenue Recovery. Act (le of
1951}, ' :

(i) Distraint and sale of moveable property.
(ii} Attachment and sale of immoveable property.

XIll. Rajasthan Acts.

1. Rajasthan Land Revenue Act {15 of 1956).
(i) Attachment and sale of maveabie property.
(ii) Attachment of the land.
{iii} Transfer of such attaf:hqd land to a co-sharer.
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(iv) Sale of such attached land.
(v) Sale of other immoveable property.

2. Rajaséthan Public Demands Recovery Act (V of
1952).

The same modes as in the Rajasthan Land Revenue
Act (15 of 1856). '

XIV. Hyderabad Acts.
1. Hyderabad Land Revenue Act 'No. VIII of 1317 F.
(i) Distraint and sale of moveable property.
(i) Distraint and sale of immoveable property.
(iit) Arrest and imprisonment.
(iv) Forfeiture of the occupancy.

(v) Temporary attachment of village or share of a
village.

XV. Vindhya Pradesh Acts.

1. Vindhya Pradesh Land Revenue and Tenancy Act,
1953 (111 of 1955). '

(i) Attachment and sale of movenable property.
(ii) Attachment and sale of the land in arrears.
(iii) Attachment and sale of other land. .
(iv) Attachment and sale of other immoveable pro—
perty.
XVI. Coorg Acts.

1. Coorg Land and Revenue Regulation, 1859 (I of 1899)..
(i) Arrest and imprisonment.

(ii) Distraint and sale of moveable property.
(iii) Attachment and sale of immoveable property.

5. The following revenue laws do not provide for
arrest and detention of the defaulter in civil prison when
the amount of revenue due is not paid—

1. Calcutta Land Revenue Act (KXIII of 1850).

9. Madras City Land Revenue Agt (XII of 1851) read
with Madras City Land Revenue (Amendment}
Act (VI of 1867). .

3. Assam Land Revenue. Regulation, 1886 (I of 1886).

4, Madhya Pradesh Land Revenue Code, 1954 (II of
1935}

5. Madhya Bharat Revenue Admjinistration and Ryot-
~ wari Land Revenue *nd Tenpncy Act (68 of 1950).
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Rajasthan Land Revenue Act (15 of 1958).

T_:l'%\g:i\;mc;re-Cochin Revenue Recovery Act (VII of

Vindhya Pradesh Land Revenue and Tenancy Act,
1853, (HI of 1955).

_16. For the purpose of sub-sections (3) and (4) of sec-
tion 46 it is also necessary to have an analysis of the laws
obta;n}ng in the various States for recovery of arrears of
municipal tax or local rates. An analysis of these Acts
is also given below :—

[ T
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15,
i6.

17.

18,

19,

20,

21,

22,

. Bombay District Municipal Act (IIT of 1901).

Bombay Municipal Corporation Act (III of 1888). -

. Bombay Provincial Municipal Corporations Act

{LIX of 1949).

. Bombay Municipal Boroughs Act (XVIII of 1925). °
- Madras City Municipal Act (IV of 1919).

. Madras District Municipalities Act (V of 1920).

. Bengal Municipal Act (XV of 1932).

. Calcutta Municipal Act (XXXIII of 1951),

. Punjab Municipal Act (III of 1911).

10. )
1.
12,
13.
14.

Orissa Municipal Act (XXIII of 1950).

Bihar and Orissa Municipal Act (VII of 1922),
Assam Municipal Act (I of 1923).

Urnited Provinces Municipalities Act (IT of 1918).

Central Provinces and Berar Municipalities Act (II
of 1922).

City of Nagpur Cdrporation Act 1948 (I of 1550).

City O{)}f Jabbalpore Corporation Act 1948 {HI of
1950},

Hyderabad Municipal Corporations Act (XXXVI of
1950

Hyderabad Municipal and Town Commiitees Act
(XXVII of 1951).

Bangalore City Municipal Corporation Act (LXIX
of 1549).

Mysore City Municipalities Act (VII of 1933).
Mysore Town Municipalities Act (XXII of 1851).
Rajasthan Town Municipalities Aet (XXIII of 1951).

. Rewa State Municipalities Act 19486,
24.

United Provinces District Boards Act (X of : 1922).
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25. Bombay Local Boards Act (VI of 1923).
28, Madras District Boards Act {(XIV of 1920).
27. Rajasthan District Boards Act (II of 1954).

28. Mysore Village Panchayats and District Boards Act
(IV of 1952).

" 29, Punjab District Boards Act (XX of 1883).

-77. The various remedies available under Municipal Remedies

Acts are as follows : for recovery
i of Munici-
1. West Bengal. : pal dues,

- 1. The Benga{l Municipal Act (XV of 1932).
(i) Distress and sale of moveable property.

(ii) If unsuccessful in collecting the amount of arrear
by the employment of the first mode, recovery
may be made by certificate under the Bengal
Public Demands Recovery Act (III of 1913),

(iii) Instead of or in the case of failure to realise the
amount by adopting the first two modes, the ar-
rears may be recovered by bringing a suit in a
court of competent jurisdiction against the person
liable for the arrears.

2. The Calcutta Municipal Act (XXXIII of 1951).
(i) Distress and sale of moveable property.

(ii} If unsuccessful by adopting the first mode, the
arrears may be recovered by a certificate under
the Bengal Public Demands Recovery Act (III
of 1913).

{iii} Instead of or in the case of failure to realise the
amount by adopting the first two modes, the ar-
rears may be recovered by bringing a suit in a
court of competent jurisdiction.

{iv) If any tax (other than the consolidated rate) is
due the Commissioner may either prosecute the
defaulter or proceed to realise the amount by
distraint and sale of the moveables.

+ . Madras.
1. The Madras City Municipal Act (IV of 1919).

(i) Distress and sale of the moveable property.

(n) If distraint or sufficient distraint is impracticable
the defaulter is prosecuted before a Magistrate,

(i) I the defaulter has Left India or cannot be found
the amount may be: recovejed as if it were an
arrear of land reveuue .
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2. The Madras District Municipalities Act (V of 1920).
(i} Distress and sale of moveable property.

(i) If distraint or sufficient distraint is impracticable
the defaulter may be prosecuted before a Magis-
trate,

(iii) If the defaulter has left India or cannot be found
the amount may be recovered as if it were an
arrear of land revenue,

3. The Madras District Boards Act (XIV of 19203,
(i) Distraint and sale of moveable property.

(1i) If distraint or sufficient distraint is impraeticable
the defaulter may be prosecuted before a Magis-
trate.

I1I. Bombay.
1. Bombay District Municipal Act (III of 1901).
{1} Distress and sale of moveable property.
(i1) Attachment and sale of immoveable property.

(iii) If the above mentioned powers have been sus-
pended by the State Government, sums dye may
be recovered on application to a Magistrate (by
distress and sale of moveable property within
the %imits of the jurisdiction of such’ Magis-
{rate).

{iv} If the person liable for payment of any sum
(other than octroi or toll} is residing outside the
State or has not sufficient propertg in the State
then the amount may be recovered as if it were
an arrear of land revenue under the provisions
of the Hevenue Recovery Act, 1890,

2. ’I‘hg8 Bombay Municipal Corporation Act (III of
1888). '
(i) Distress and sale of moveable property.
{ti} Attachment and sale of immoveable property.
(ii1) Suit in a court of competent jurisdiction.

3. The Bombay Provincial Municipal Corporations Act
(LIX of 1949), .

(i) Distress and sale of moveable property.

(i) Attachment and sale of immoveable property.
(iii) Attachment of rent. ’

(iv) Suit in a cburt 6f competent jurisdiction.
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4, Tlllszsls;ombay Municipal Boroughs Act (XVIIL of

(i) Distress and sale of moveable property.

(ii) Attachment and sale of jmmoveable property.

(iii) Recovery as arrears of land revenue (if the per-
son liable is residing outside the State and has
no property in the State).

5. Bombay Local Boards Act (VI of 1923).

(i) Distress and sale of moveable property.

(ii) Application to a Magistrate for recovery (distress
and sale of moveable property).

IV, Bihar.
1. The Bihar and Orissa Municipal Act (VII of 1922).

(i) Distress and sale of the moveable property.

(ii) Recovery as & public demand payable to the
Chairman under the Bihar and Orissa Public
Demands Recovery Act (IV of 1914).

(iii) Suit. ' '

V. Orissa.
1. The Orissa Municipal Act (XXIII of 1950).

(i) Distress and sale of the moveable property.

(ii) As an arrear of land revenue.

(iii) Suit.

V1. Punjab. .
1. The Punjab Municipal Act (III of 1911).

(i) Property tax may be recovered as an arrear of
land revenue (without the power of arrest of
the defaulter). :

(ii) Application to the Magistrate (by distress and
sale of moveable property).

2. The Punjab District Boards Act (XX of 1883).

(i) Application to a Magistrate (by distress and sale
of moveable property). '

(ii) As arrears of land revenue.

VII. Uttar Pradesh.
1. United Provinces Municipalities Act (II of 1916).
(i) Distress and sale of moveable property.
(ii) Bringing a suit in a court of competent jurisdic-

tion.
9. United Provinces Distriet Boards Act (X of 1922).

(i) Distress and sale of moveable property.
(ii) Bringing a suit in a Court of a competent juris-
diction.
VIII. Assam.
1. Assam Municipal Act (I of 1923).
(i) Attachment and sale of movkable property.
; i
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(ii) lz._ringing a suit in & court of competent jurisdic-
ion,

1X. Madhya Pradesh.

1. The Central Provinces and Berar Municipalities Act
(IT of 1922).

(i) Recovery on application to a Magistrate having
jurisdiction (by distress and sale of moveable
property). '

(ii) Application to the Deputy Commissioner to re-
cover arrears (of property tax only) as if they
were an arrear of land revenue,

X. Hyderabad.

1. The Hyderabad Municipal Corporations Act (XXXVI
of 1950).

(i) Distraint and sale of moveable property.

(ii) Attachment and sale of immoveable property,
(iil) Attachment of rent (for property tax only).

(iv) Suit. '

- 2. Hyderabad Municipal and Town Committees Act
(XXVII of 1951).

(i} Distress and sale of moveable property.

XI1. Mysore.

1. Mysore Town Municipalities Aet (XXII of 1951).
(i) Distress and sale of moveable property.
(ii} Prosecution before a Magistrate,

(iii) Application to a Magistrate (Distress and = sale
of moveable property).

2. Mysore Village Panchayats and District Boards Act
(IV of 1952).
(i) Distraint and sale of moveable property.
(ii) Suit. T
3. Mysore City Municipalities Act (VII of 1933).
{i) Distress and sale ¢f moveable property.
4. City of Bangalore Municipal Corporation Act
(LXIX of 1549). :
(i} Distress and sale of the moveable property.
(ii) Prosecution before a Magistrate.

(iii) Recovery as an arrear of land revenue (if the
erson liable has left Mysore and cannot be
- found). ' . .
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XII. Rajasthan.

1. Rajasthan Town Municipalities Aet (XXIII of 1851).
(i) Distress and sale of moveable property.

(ji) Application to a Magistrate (distress and sale of
moveable property).

2. Rajasthan District Boards Act (II of 1954). s
(i) Distress and sale of moveable property.
(ii} Bringing a suit.
X111, Vindhya Pradesh.
1. Rewa State Municipalities Act, 1946,
{i) Distress and sale of moveable property.
{ii) Bringing a suit.
78. From the foregoing analysis it is clear that the re-

medies available in the different States under the revenue

laws are not uniform and the procedure also varies in some
details.

79. In Purshottam Govindji’s case’ the Supreme Court Need . for.

held that section 46(2) is valid and doeé not offend articles uniformity.
21, 22 and 14 of the Constituiion. Chandrasekhara Iyer J.,
though he agreed with the majority view, observed that
“for the enforcement of the levy of a Ceniral Tax like the
income-tax there should be uniformity of procedure and
identity of consequences from non-payment”, The learned
Chief Justice in his judgment compared the provisions of
different laws adopted by the different States for the reco-
very of land revenue and observed that even in “the same
State there were two procedures to which defaunlting
assessees could be subjected according as they were in or
outside the city of Bombay”. The learned Chief Justice
also pointed out the variation in the terms of imprisonment
provided in the State Acts and that in scme State (eg.
Assam) there was no provision for imprisonment. Though
section -46(2) was upheld as valid, a perusal of the judg-
ment convinces one that uniformity is desirable and that
the observations of Chandrasekbara Iyer J. are justified.

80. We have therefore thought it ineumbent upon us {o Action
codify the law in this respect and include it in a separate posed (Reve.
Schedule. The judgment of the Supreme Court also gives 2uc W)
an authoritative interpretation of the proviso to section
46(2). The meaning of the proviso may be stated, in the
words of the Supreme Court, as follows:—

“On a proper reading, that sub-section does not pres-
cribe two alternative modes of procedure at all
All that the sub-section directs the Collector to do
is to proceed to recover the amount as if it were
an arrear of land revenue, that is to say, he is to
adopt the procedure prescribed by the appropriate
law of his State for the recovery of land revenue,

! {rg55} 28 I. T. R. 8o1.
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and that in this proceeding he is, under the pro-
viso, to have all the powers a Civil Court has
under the Code. The sub-section does not prescribe
two separate procedures. The statement to the con-
trary in the judgment of the Bombay High Court
in Sai Ali Ahmed v. Collector of Bombay', dees not
appear to us to be correct. In our opinion, the pro-
viso does not indicate a different and alternative
mode of recovery of the certified amount of the
tax but only confers additional powers on the Col-
lector for the better and more eifective application
of the only mode of recovery authorised by the
body of sub-section (2) of section 46”.

81. A power is distinct from the procedure for the exer-
cise of the power. The procedure laid down by the Code
for the exercise of the powers enumerated in section 51 is
contained in Order 21 of the Code. The revenue laws of
each state lay down the powers as well as the procedure.
As held by the Supreme Court, the Proviso confers only
additional powers on the Collector for the better

.and more effective application of the only mode of

Action Pro-
posed (Muni-
~cipal laws).

recovery authorised by the body of sub-section {2) of sec-
tion 46.” The only additional power contained in section 51,
CP.C. is the power to appoint a receiver in execu-
tion of a decree. In some of the Revenue Acts, the Collector
possesses the power to attach an estate or a village or a
part of it and manage such attached preperty through his
agent. Section 51 of the Civil Procedure Code is not res-
tricted in its scope and a receiver may be appointed in any
case even without attachment of the property. This addi-
tional power is also now included by us in the proposed

draft.

82. The process enforceable for the recovery of an
arrear of municipal tax and-local rate, referred to in sub-
sections (3) and (4) of section 46, has nothing to db with
the Collector. Distraint and sale of moveable property
(and in some states attachment and sale of immoveabje pro-
perty also) or prosecution before a magistrate treating the
default in payment of the tax or the rate as an oifence
and imposing a fine and recovery of the arrear and the fine
under the provisions of the Criminal Procedure Cqde (S.
386) or recovery of the arrear as if it were a fine imposed
by a criminal court, are the modes laid down. The Acts
which contain provisions for prosecution before a magis-
trate or recovery of the arrears by application to the Magis-
trate for distraint and sale of moveable property are de-
tailed below :—

1. Rajasthan Town Municipalities Act (XXTIT of
1951) S. 97 (Only if there is suspension of the
other powers by the Government). ;

\ 1. L. R, 1950 Bom. 150,155-
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2. Calcutta Municipal Act (33 of 1951).

3. Punjab Municipal Act (III of 1911), (S. 81 applica-
tion to Magistrate).

4. Madras City Municipal Act (IV of 1919) Rules 21(2)
and 29-B of Schedule IV to the Act.

5. Madras District Municipalities Act (V of 1920),
Rules 21(2) and 36 of Schedule IV.

6. City of Bangalore Municipal Corporation Act (LXIX
of 1949) [Rules 30(2) and 39 of Schedule IilI].

7. Mysore Town Municipalities Act (XXII of 1351)
Section 96.

3. Bombay -District Municipal Act (III of 1901) 5. 88

(Only if there is suspension of the.other powers of
recovery by the Government}.

9. Bombay Local Boards Act (VI of 1923) S. 115 (Only
if the other powers of recovery are suspended by
the State Government).

10. Madras District Boards Act (XIV of 1820), Rules
33(2) and 39 of Schedule IV.

11. Punjab District Boards Act (XX of 1883) S. 58-B

[Only in the case of other sums (other than local
rates and taxes) duel.

12. Central Provinces and Berar Municipalities Act (II
of 1922). Section 7.

83. All the processes are enforceable by the Income-
tax Officer if the requirements of sub-sections (3) and (4)
of section 46 are satisfied.

84, In the draft we have restrictéd the power of the
Income-tax Officer to the mode of recovery by distraint and
sale of moveable property. Even this power is, we are told,
seldom invoked except in a few places. We have omitted
the power to approach the magistrate either to recover the
arrears as a fine or to prosecute the defaulter, as such a
power is never in practice exercised. The procedure is cir-
cumlocutory and is not suited to modern conditions of
society. The existing power of the Income-tax Officer to
make a garnishee order is retained.
85. It may be of interest in this connection to mention Ramedies in
that in other countries the remedies for recovery of In- other Coun-

come-tax are very simple as could be seen from the follow- trits.
ing analysis :-— :

United Kingdom—U. K. Income-tax Act 1952.

(a) Distraint by Collector (S. 76).

(b) Recovery of small amounts of tax in court of Sum-
%ﬁry Jurisdiction as if it wgre a civil debt (Sec,
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(c} Suit in the High Court (Sec. 79).
United States,
(Internal Revenue Code 1954)
Chapter 64—Collection

Sec. 6331—Levy and distraint and sale of property
whether real, or personal; tangible or in.
tangible,

Commonwealth of Australia.

Income-taxr and Social Services Contribution Assessment
Act 1936—53

(a) Section 8. 209—Suit.
{b} Garnishee Order by the Commissioner—S. 218,
Canada. -
Income-tax Act 1948 (Secs. 118 to 121)

{a) Certificate by the Minister is registered in the Ex- .
chequer Court and such registration has the force
+  of decree and is executable by the Court (S. 119),

(b) Garnishment (Sec. 120).
{¢) Seizure of Chattels (Sec. 121).
South Africa.
The Income-taxr Act 1841 (Sec 85) -

(a} Statement by the Commissioner of the tax duly
filed with a clerk or registrar of a court is {reated
as a judgment and enforced by the Court as such.

(b) Proceedings by the Commissioner for the seques-
tration of the estate of the tax-payer.

(¢} Enforcement by a Magistrate.
Ceylon.

" The Income-tax Ordinance Sec. 79

{a} Commissioner issues a cerfificate and is enforced
by seizure and sale of moveable property.

(b) Certificate to the District Court who would en-
force it by way of execution against the moveable
and immoveable property of the defaulter,

(¢} Proceedings for recovery before a magistrate.

{d) Garnishee Order.

86. A portion of the tax paid by the company is deem-
ed od to have been paid by the shareholder under sections

wdon divi. 18(3) and 49B, The tax paid by the company in respect of

dividends is thus given a special treatment in the Act in

]
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the assessment of the shareholder. We felt that it would
be useful and convenient to bring together the various pro-
visions of the Act perfaining to such treatment. The pro-
visions of the Act pertaining to the tax deemed to have
been paid in dividends have, therefore, been gathered to-
gether in this chapter.

87. The provisions of the present Act pertaining to re- Chapter XX
funds, have heen grouped together in this Chapter. Refunds,

To avoid delay in refunds, we have inserted a provi-
sion' fon the analogy of section 37(3) of the Canadian
Act] that where the refund order is made more than three
months after the application for refund, the Central Gov-
ernment shall pay interest at the rate of 2%. A similar
recommendation was made by the Income-tax Investiga-
tion Commission". We have also made 1t clear’ that where
refund is due as a resulf of an appellate order or as a
result of decision by the High Court, no separate applica-
tion is necessary.

88. All the provisions pertaining o appeals have been Chapter XX7¥

brought together in this Chapter. gzp‘ﬁ%g;‘ and
89. On principle, it may appear objectionable that an Desirability

agency which is under the direct conirol of the Central of , _appeals

Board of Revenue should be vested with jurisdiction to g“‘f hﬁ

hear appeals from the orders of the Income-tax Officer, a4 ;’ﬁ:

Justice should not only be done, but should appear to be Commission-

done arnd should inspire confidence in the persons concern- em.

ed. - It Is an elementary principle of the law that a person

should not be a judge in his own cause. The Appellate

Assistant Commissioner, being under the direct conirol of

the Central Board of Revenue, may not be considered as

a satisfactory authority to hear and dispose of appeals

against the orders of the Income-tax Officer. One sugges-

tion that was made long ago was that the Appellate Assis.

tant Commissioner should be placed under the control of

the Income-tax Appellate Tribunal, so as to make him in-

dependent of the authority and influence of the Central

Board of Revenue, This question was examined by the

Income-tax Investigation Commission, and that Commis-

sion observed’ that there was no reason to think that by

reason of the subordination of the Appellate Assistant

Commissioners to the Central Board of Revenue, they were

influenced by the Central Board of Revenue in their deci-

sions or that they were in any manner partial in the dis-

charge of their duties, or that their judgments were

affected by any considerations irrelevant to the decisions

of the appeal. No doubt, in spite of this conclusion the

Commission did make a recommendation that there should

Wide clause 252, App. T.

?Para. 279, pages 125, 126, L. T, L. C. Report, 1948.
Wide clause 250, App. 1. =
SParagraph 315, Pages 142, 143, L. T. |I. C.. Reparit; 1948
41 Law Com, /58
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be an alteration in the then existing system and that Ap-
pellate Assistant Commissigners should be removed from
the control of the Central Board of Revenue and placed
under the Appellate Tribunal. But this recommendation
was not accepted by the Select Committee constituted in
connection with the Income-tax Amendment Bill of 1952,
which examined the question in the light of the recom-
mendations made by the Income-tax Investigation Commis-
sion. The Select Committee was not in favour of any
change in the existing system. The Taxation Enquiry
Commission' again examined the question in greater detail
and also came to the conclusion that no change was neces-
sary. In support of their conclusion, the Taxation Enquiry
Commission gave figures to show that in nearly 90% of the
appeals disposed of by the Appellate Assistant Commis-
sioners the orders of the Appellate Assistant Commigsioner
were either accepted by the assessee or confirmed y the
Tribunal. We have examined the furthor fipures for the
years 1953-54, 1954-55 and 1955-1956 furnished to us py the
Central Board of Revenue and they establish that 927 of
the orders of the Appellate Assistant Commissioners have
either been accepted by the assessee or confirmed by the
Tribunal. From this it follows that only about 8% of the
appeals disposed of by the Appellate Assistant Cgmmis-
sioners are reversed on appeal to the Appeliate Tripunal.
The value of the filtration made by the Appellate Asdistant
Commissioners cannot be ignored, and if the decisibns in
929 of the appeals disposed. of by them are accepted by
the assessee or confirmed by the Appeliate Tribunal, iit fol-
lows that the disposals are not affected or vitiated any
extraneous influence and give satisfaction to the asspssees
concerned. Though we feel the force of the principi¢ that
appeals should be disposed of by an independent a ncy
other than the one which is subordinate to the Cpntral
Board of Revenue, the figures furnished to us do n jus-
tify any alteration in the exasting svstem. We thetefore
agree with the conclusion of the Taxation. Enquiry |Com.
mission that a change in this behalf is neither necdssary
nor justified We consider therefore that the Appellate
Assistant Commissioners shopld continue to functign as
at present. '

30. The position, however, of the a peals to the Ap-
pellate Tribunal and the dispopals made by them is entirely
different. We feel thgt the existin system of appedls to
the Appellate Tribungl and thereafter a reference th the
High Court on a question of ldw either under section §6(1)
or under section 66(2), is very: cumbersome and caused un-
necessary delay in disposing of the appeals so as to finalise
the assessments. We have obtained State-wise figurds re-
garding the institution of the appeals before the ﬁpptﬂlate
Tribunal and of the Reference Applications under seption
66(1) and section 66(2) for the years 1955-56 and 1986.57.

'T.E. C. Report (1953-145¢). Vol| I, pages 232 to 2 . Pavabtaph
6o T (19531454}, Vol {1, pages 232 to 234, Parabtashs
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During the year 1955-56 the total number of appeals insti-
tuted in the Appellate Tribunal was $553. The State-wise
figures are given below :(—

Andhra . . . . . c . 290
Ajmer . . . . . . . . 5%
Assam . . . . . . . . 106
Bhopal . - . . . . . . 39
Bihar . . . . . . . B2
Bengal . - . . . : . 972
Bombay . . - . . L. . I9I2
Coorg . . . . . . . ..
Delhi . . . . . . . - 28y
Hyderabad . . » - . . . . 205§
Himachal Pradesh . . . . . . 8
Jammu and Kashmir . . . . . . 129
Kutch . . . . . . . - .
Madhya Pradesh . . . . . . . 206
Madhya Bharat . . . . . . . 30
Madras . . . - - . . . 1746
Mysore . . . . . . . . 150
Orissa . . . . . . . . 115
Punjab . . . . . . . + 324
PEPSU . . . . . . . . IR1
Rajasthan . . . . . . . . 86
Saurashtra . . . . . . . . 37
Travancore-Cochin . . . . . R 1
Tripura . . . . . . . . H
Uttar pradesh . . . . . . L1047
Vindhya Pradesh . . . . . . . 54
ToraL . Bss3

The number of Reference -Applications under section
661(1) during the year 1955-18568 was 1,080 as per statement
below:—

High Couris Order

Rcfelangeﬁapplication UJS 66 (2) in respect
. 1S 66{r} of ref. applications
Z ¥ No. disposed P2 TE iE
= & of e " in
iy 2 Es 30 g
States %o!;’\ 4 Totalg , £5, §S
IR f gt
85 2 e T IRECRTT
iv 233, 3 3% JTslsR
°8 % g% ¥ 5%, °FE Bk
o su TE @ s-8 sEw sEB
Z8 ZE &0 ® AEL 2SS zgo
1 2 3 1 5 6 7 8
Bombay . . 01 275 .. S 2oy 1t 21 20
Madhva Pradesh . 8 14 .. - 20 F g 8
Bhopal L i A X - . .
Saurashtra . 2 E34] P 7 T .
Kutch . .- .- - -i . .




1 2 3 4 5 6 7 8 9
Andhra . . R 1 34 .. .. 5G B7 18 86
Hyderabad . . 53 12 .. .. 30 5 I 5
Uttar Pradesh . - 3% .50 .. . 58 8 - 7
Vindhya Pradesh - e 4a .. -- 4 H .- .
Madras . . .7 286 .. L.o214 66 108 91
Travancore-Cochin . 2 2z .. .. 5 4 9 ir
Mysore . . .3 50 .. .. 57 .- 3
Caorg . . .. 2 .. .. 2 .. o
West Bengal . .13 By .. .. 76 .. 18 iz
Assam . - L e 20 .. e s .. L
Delhi . . . 4 8 .. 8 48 2 & 6
Pumjab . . .2 55 .. .. 36 L ..
Rajasthan . . .2 7 6 2
Madaya Bharat . RN 4 - . 4 .

Pepsu . . . 4 . N .. 4 - .e
Himachal Pradesh e e s . . .
Ajmer . . .oz 5 .- .- 6 . . .
Bihar - .5 44 - o 49 13 17 19
Orissa . .- 13 30 .. .. 39 2 2 3
Jammu & Kashmir . .. 3 .- .- .- . .. ..

ToTaL 947 1080 313 623 936 134 232 =218
NorTE.—Figures in columna 7, 8 and g include cases in which High Courts,

Orders ufs 66 (3) and 66 (4) were received. However, the number
cases vjs 66 (1) and 66 (4) is quite small. .

[In cases in which the reference applications were
rejected by the Appellate Tribunal under section 66(1), the
matter came up to the High Court under section 66(2) and
the number of such applications during the year 1955-1956
was 232]. :

9. A statement of the appeals instituted during the
vear 1956-57 is given below (State-wise figures are not
available) 1 — '

1956-57
Appeals instituted in the year 1958-57

Appeal by Appeal by

assessee department
Bombay Bench A . . . - . 2,636 .380
Bench B . N . . . P S
Bench € . . . . . .. o
Aliahzbad Bench . . . . . 1,103 5
Madras Bench . . . . . 1,823 75
Calcutta Bench . . . . . 1,386 143
* Delhi-Bench goB Y
1'aina Bench . . . . B 529 3
Hyderabad Beneh . . . . . 419 52

ToraL . 8,694_ 799
Torar L493 .
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These figures comprise appeals by the assessees and also
by the Department. The appeals instituted by the assessees
were 8,694 and by the Department 799, in all 9,493.

The number of Reference applications under section
66(1) filed during the year (1956-1957) was 1,014, .as per
statement below . —

State-wise statement showing institution, disposal end pen-
dency of Reference Applications before the Income-tax
Appellate Tribunal Bombay, during the year 1956-57.

Reference application ufs High Court’s ordets
6(1) ufs 66(2) in respect of
. reference applications

- . di d —_————
sw B Nedpowd |
Woa ?uﬁ‘g%‘!’ 2r .
Ly O S2=Fom SF%
States o g 2 z Total Buy 2.3 Fog
§E. 2. o8 85 Twd 858
whod = 2 S BES s
Bxe = 2O OB vHE 5L 322
Q - a - g . b g? R =
2252 ES 3 BERSsIEO83
65E = YE b STE svEF 93
z z & 2 ZSEZ¥R0 A
1 3 4 5 6 7 3 9
Bombay 165 * 286 12
Madhya Pradesh @ 3?9 2 3 l? 2;
Bhopal .- .. . . .. ..
Saurashtra i 5 2 4 1 .. 1
Hyderabad 35 2 2 1 .. ]
Andhra 16 27 X H 16 20
Kutch .. .. 3 .9 - ..
Uttar Pradesh 23 8 ’ 66 H 4
Vindhya Pradesh — — 4 : e H 3,9 52
Madras ) 143 157 243 83 82 135
Travancere-Cochin 20 24 28 3 10 F1
Mysore 5 10 9 3 3
Pepsu . — 3 .- . .
Coorg — —_ - e ..
West Bengal 20 162 1o 6 18 22
Assam 1 I B 12 H H H
Tripura — — . .. - ..
Deihi 14 33 28 . .. .-
Punjab 24 42 40 .- o .
Jammu & Kashmir 3 2 3 .. .
Rajasthan 3 13 q 2 e 2
Madhya Bharat —_— — ¥ . s
Himachal Pradesh — 1 H .. .
Ajmer H 16 3 3 3
Bihar - 57 48 'H] 7 18
Orissa 4 9 9 1 8 6
Torar 491 1014 3560 625 oBs 8 205 282

Nors.-—~Figures in columns 7, 8 & g dnclude 3 in which High Courts
Orders ufs 66(3) & 66(4) were received. ver, number of cases ujs
66 (1) and 66 {4} is quite small. P
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[Out of the applications rejected by the Tribunal, 205
cases were taken up to the High Court under section 66(2)].

92. The average, therefore, of the appeals instituted
before the Tribural may be taken up roughly at 10,000 per
year. The largest number of appeals is from Bombay.
Madras, Uttar Pradesh and Bengal also coniribute a large
number of appeals. In other States, except in Bihar where
the number is nearly 600 per year, the number of appeals
instituted is comparatively small,

93. The Tribunal is constituted the final {fact-finding
authority for four taxes,~—income-tax, wealth-tax, expendi-
ture-tax and gift-tax, and it is also proposed to make it
the final fact-finding authority under the Estate Duty Act.
We are constrained to observe that men of the requisite
calibre and independence are not being recruited for dis-
charging so heavy a responsibility as that of the final fact-
fiding authority under the new pattern of taxation. There
are many complaints that the disposal of appeals by the
Appellate Tribunal is very unsatisfactory for a varigty of
reasons. Often, the judicial and independent approach
which is necessary in the final fact-finding authority, iis not
displayed by the Tribunal, In several cases the detemnina-
tion of complicated questions of fact and law is don¢ in a
very perfunctory manner. Very often, the Tribunal] does
rot clearly record its findings of fact or its reasons for mrriv-
ing at its findings. In a number of cases, factual or legal
contentions raised by the parties are not dealt with at all,
resulting in applications for rectification being madé¢ sub-
sequently to the Tribunal for considering the points omitted
1o be dealt with in the original order of the Tribunal.
While dealing with the references under section 66(1) and
section 66(2), High Courts had occasion to comment' upon
the unsatisfactory nature of the orders passed by the 4ppel-
late Tribunal and also on the unsatisfactory statemehpis of
case drawn up by them in the references under sectipn 686.
The High Courts had to remit the cases to the Apgellate
Tribunal for a further and better statement of the casq with
fuller particulars. Ta give satigfaction to the large nymber
of assessees, a decision of an independent and good appellate
authority is an undoubted negessity, if justice is to bg done
to them. There is considerable delay in disposing ¢f the
appeals and very often it is said that they, the Triblnals,
spare very little time for the appellate work with which
alone they are concerned. Very often the Members ¢f the
Tribunals attend the sittings at any time they choose, there-
by not conforming to regular office hours, for the digposal
of the work. A Bench of two members of the Tribunal
hears the appeals, but in practice the contribution tp the
decision of the case by one of the members is often not
appreciable,

. =1
15¢e extracts given in +c next pn+:i




49

94. The following extracts from the decisions of courts Extracts from
will show how unsatisfactorily the Appellate Tribunals have judgments.
been functioning 1 — _

Hanumantram Ramnath vs. C.LT., iBombay'

“This reference must go baek to the Appellate Tribunal
for the finding of further facts. As this is the second refer-
ence we have been constrained to send back out of the last
ten which have come before us, and as in these cases notl
only is public time and money wasted, but there is also
obviously a hardship cast upon the assessee, it is in my
opinion necessary that certain matters should be stated for
the guidance of the Appellate Tribunal in preparing fur-
THer CASES ......oooviririiiemraneieaanas "

Hira Mills Ltd. Cawnpore vs. I. T. 0., Cawnpore’.

“Those, as we understand them, are the facts to be
gathered from the statement of the case and the accompany-
ing judgments and orders. Perhaps we may properly ob-
setve that it would be a practice more in conformity with
section 66(1) of the Act and with general convenience, if
the statement of the case itself had contained all the rele-
vant facts, rather than that they should have had to be
sought for in the judgments”.

Badar Shoe Stores, In re

“We deprecate the practice, which is becoming too
common, of omitting a sufficient stat¢ment of facts from
the statement of the case and of referring this Court to a
miscellany of other documents for the collection of the full
facts necessary for determination of the question of law
submitted, and we shall take the opportunity of referring
t¢ the unfortunate consequences of this practice at a later
stage ............ " ’

P. M. Huthee Singh & Sons Ltd. vs. CLT."

“f must point out here that both in the stalement of
case and in the judgment there -are certain inaccuracies.
When a fact-finding authority is in the position of the
Tribunal (whose findings of fact are cansidered conclusive),
it is always very desirable for them to be accurate in their
statemnent of facts. 1 would like to jdin the learned Chief
Justice in emphasizing the duty cast!upon the Appellate
Tribunal with regard to findings of facts. Under the Act
it is the final fact-finding authority gnd I think it is the
duty of the Tribunal when they submit a statement of
case to the High Court to state the facts clearly, carefully

¥1g45) 13 L. T. R. 203 at 206.
2(1g48) 14 1. T. R. 417 at 427
Yi046) 14 LT.R. 431 at 433.
*1946) 14 LT.R. 653 at 654.
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and precisely. After all the High Court only exercises an
advisory jurisdiction, Its jurisdiction is to advise the Tri-
bunal on guestions of law submitted to it and that advisory
jurisdiction cannot be exercised usefully unless the fact-
finding authority submits the facts carefully, clearly and
aceurately. I am sorry to say that in the reference with
which we are dealing both in the statement of case and
in the judgment there are several inaccuracies which in
some cases are patent. A little more care would have
been sufficient to make the Tribunal realise that the state-
ment of facts prepared by them was not as correct and
as satisfactory as it should have been. 1 hope that in
future the Tribunal will bear this in mind when preparing
the statement of case”.

Messrs, Gobindaram Bros. Ltd. vs. CI.T.}

“The supplemental case returned to us by the Tribunal,
and which is now befere us is highly unsatisfactory. The
Tribuna} appears to be_far more concerned with excusing
the statements of fact in the first case, which are unques-
tionably contradictory, than with complying with the direc-
tions of this Court given under Section 66(4) of the Income-
tax Act, .

“The matter was referred back to the Tribunal to record
its finding.of fact more clearly, and implicit in that direction
is the taking of further evidence, if there is no other way
of determining facts in order that the Tribunal may make
its Snding clear. For the Tribunal to say that becayse a
fact was not before it when they disposed of the assessee’s
appeal “we are unable to include it in the case at this
stage of the proceedings”, is a muost surprising statement
and is one which indicates that the Tribunal does not appre-
ciate the duties cast upon it when this Court refers a matter
back under section 66(4). The reference back to the Ttibu-
nal was to record its finding more clearly and after a lapse
of one year and ten months the matter now comes back
with nothing new except the affidavit of Mr. Pralhadrai
Brijlal, which is annexed to the supplemental case”.

Bikaner Trading Company, Celcutta vs. C.IT.

“We have so far endured with patience the type of
statements of cases which have been submitted to this
Court in connection with the references that have come
up this session, but we think that the limit has been passed
and we ought to make some observations. One common
feature of these statements of cases is that the appeal was
heard by two members, whereas the statement of the case
in almost every case was drawn up by different members.
In drawing up the statement, they do not seem to have

“(r946) 15 L.T.R. 764 at 7y0.
(1959} 24 LT.R. 410 at a22.
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always considered it necessary to refer to the appellate
order, nor necessary to be exact in the statements they
made, ngr necessary to make & full statement of the rele-
vant facts. Most of the statements of cases are sketchy in
the extreme and, were one to rely upon them alone, it would
be impossible to answer any question at all. It has been a
frequent experience this session to find two members of a
Tribunal deciding a particular case in a particular manner
and one of those members, acting with a third member,
stating a case for this Court which differed materially from
the case made and found at the hearing of the appeal. We
shal] not say, out of respect for the Tribunal, that the
members have acted in a careless manner, but we feel
bound to say that the manner in which they have dischar-
ged their duty of drawing up statements of cases for this
Court can only be called carefree”.

Caleutta Co. Ltd vs. C.I.T..

“Unfortunately, the treatment of the question by the
authorities below has been of a somewhat summary charac-
ter presumably because it was raised and argued before
them in a superficial form. But even if such was the case,
there is hardly any justification for the Tribunal failing to
realise at least what facts were required to be found and
stated. The statement of the case is sketchy and bare and
like most of the statements we have had to deal with dur-
ing this session has hardly any appearance of a case geri-
ously stated”.

C.LT. West Bengal vs. Henuman Prasad Bagria’.

“In our opinion, the statement in the case referred are
clearly insufficieni to enable us- to determine the question
raised. The appellate order passed in the case is a striking
example of what appellate orders should not be and the
statement of the case itself is an example of the con-
sequences that must sometimes follow when the appeal is
heard by two particular members of the Tribunal and the
reference is made by two other members”.

“This finding of the Income-tax Officer and the Appel-
late Assistant Commissioner was reversed by the Appel-
late Tribunal by an order which reads like an order pas-
sed by Homorary Magistrates at Swmmary trials”.

(Italics are ours).
Dhirgjilal Giridharilal vs. C.IT, Bombay’.

“It is apparent from the following guotation from the
judgment of the Tribunal that not only was its approach
to the question raised before it tainted with suspicion, but
it took into consideration a number of circumstances based
purely on conjectures and surmises and for which there
was not a scintilla of evidence on the record”.

1(1g53) 24 LT.R. 454 at 459-
3(1953) 24 LT.R. 495 at 497, 462
*(1954) 26 1. T- R. 736 at 739 {3 q:.].
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Shantikumar Narctham Mbmrji vs. C.LTV

“There is a fnding given by the Accountant Member
in the following words : “We understand that no part of
the borrowings were-utilised in the agency firm business
and therefore the interest paid was not incurred for the
purposes of the business”. Mr, Palkhivala has rightly
quarelled with the nature of this finding. With respect to
the learned Accountant Member, it is difficult fo ynder-
stand how a judicial tribunal ¢an record a finding the
language in which this so-called finding has been recorded.
The duty of a fact-finding tribunal is to find facts, and not
to understand that cerfain fggis may exist or may have
been established”. n

Indian Steel and Wire Product Ltd, vs. CITJS

“Before parting with this case, I find necessary. to
repeat once again what I had occasion to say during the
last sittings of this Bench.......c....unn. If this Court dannot
depend on the Tribunal even for the accuracy of the sum-
mary of the orders passed by itself, it becomes difficult to
deal with these references, particularly as this Coprt is
bound by the statements comtained in the statement of
the case and should not be put {0 the necessity of verifying
and if necessary correcting the summaries given of the vari-
ous orders. What makes the inaccuracy sirange in. the
present case is that one of the members who was r¢spon-
sible for the statement of the case was himself a mé¢mber
of the Bench which had pasgsed the appellate order relat-
ing to the first of the two chargeable accounting peripds”.

The Bhopal Trading Co., Kanpur vs. CI.T.

“We are not undertaking the responsibility of frgming
the questions ourselves as the statement of the case also
the appellate orders are, as is too frequently the @ case,
wholly unsatisfactory”. : !’

Cl1.7T. vs. Malchand Surana'. :

“I confess I do not feel altogether happy the way in
which the facts have beer faund in this case or the man-
ner in which the case has beén stated”. '

“Before I take up the question on the merits, I would
say a word in passing as regards the appellate order of
the Tribunal. The whole of it appears to be based}upon
a misconception of both factand law............ ”

“It is perfectly clear that the Tribunal failed fo japply
themselves to the resl question before them and ihdeed
their order, one regrets to find, does not indicate tha they
had any appreciation of what the real question was......... *

}1gs55) 27 f. T. R, Bg, at 80 (Bombay H. C.).
3{1955) 27 1. T. R, 436, at p. 445 & 446 (Calcurta H. C.).
%(1955) 28 I. T. R. 47, at p. 488 (Allahabad H. C.}.
s(1955) 28 1. T. R, 6B¢ s 687, 69 405 (Calcutta H. C.).
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95, The present procedure leads to delay also. If the
Tribunal refuses to make a reference to the High Court
where it should have done sq, the agessee or the depart-
ment have had to go to the High Court under section 66(2)
and this has led to considerable delay in giving a finality
io the assessment. The extracts given above would also
show that the statements of cases submitted by the Tribu-
nals to the High Court are scrappy, with the result that
the High Court has had to ask for a supplementary state-
ment in several cases,

: 86. For these reasons we are strongly of the opinion Abslition of
that the Appellate Tribunal should be abolished and that a theAppcllate
direct appeal should be provided both on questions of fact po;cdk Jnal pro-
as well as of law to the High Court from the orders of the
Appellate Assistant Commissioner. The assessee  should
have the satisfaction that the facts of the case and the law
applicable to it have been examined by a competent autho-
rity. It would also save the time of the High Court, as
it would avoid the necessity for a reference to the High
Court on a question of law either under section 66(1) or
under section 66(2). We have therefore, provided’ an ap-
peal to the High Court from the decisions of the Appellate
Assistant Commissioner. Where the amount in dispute is
Rs. 7.500 or more, the appeal will be on fact as well as
0;1 1Iaw. In other cases the appeal will be only on guestions
of law, :

It is stated that the disposal by the High Couris may
cause delay, particularly as the rules of the High Courts
require printing in first appeals. To obviate this difficulty,
we suggest that by a rule made by the appropriate autho-
rity the printing of records in such cases may be dispensed
with, and the Department and the assessee may be allowed
to furnish typed copies of papers on which they intend to
rely at the time of the hearing of the appeal before the
High Court.

97. We have also examingd the financial implications
of the proposal and we are satisfied that it does not involve
the States in any exira expenditure, as all expenditure
necessitated by the appointment of more Judges in  the
High Court and the necessary staff can be met by the fee
that will be levied on the appeals instituted in the High
Court. At present the fee i3 Rs. 10D in case of appeals
to the Appeilate Tribunal and, the arhgunt realised in the
vear 1955.56 by the TribunaJRis Rs. 846,390  which, of
course, includes also fees for Referenee Applications, (The
department does not pay any fee when it files an appeal
or asks for a reference). The expenditure incurred in
that year for the Appellate Tribunal is Rs. 8,74.684. We
have not got the figures for 1956-57. Even if the fee is res-
tricted to Rs. 100 per appeal and if 10,000 appeals are filed,
all the States will get an ingome af_l ,Rs\ 10,00,000, 1f 20

——

Wide clause a6o, App. L.
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Judges are appointed for all the High Courts, the total
salary payable per year will be Rs. 840,000 leaving a sur-
plus for the expenditure on the additional staff that would
be required by the appointment of additional Judges.

If we consider the position State-wise, the highest ins-
titution of appeals is in Bombay and may be taken rough-
ly at 2,000 appeals per year. The Bombay State will get a
fee of Rs. 2,00,000. Even if four more Judges are appointed
their total salary per year will be Rs. 1,68,000, leaving a
surplus for the additional staff. Similarly, Madras may re-
quire three Judges, Bengal may require fwo  Judges
and Uttar Pradesh ma require two or three
Judges, In other States like Bihar and Punjab an addi-
tional Judge may be required. It will, therefore, not en-
tail any additional expenditure from State funds which
could not be met from the fee leviable on the appeals ins-
tituted in the respective State High Courts. As observed
already, the work in which the High Courts are now enga-
ged namely disposing of references either under sertion
66(1) or under section 66(2) will pro tanto be reduced, and
this is an additional advantage for the High Courts.

98. Rules will necessarily have to be made to regulate
the procedure for the disposal of the appeals expeditious-
ly. Delay is occasioned by the printing of records which
will not be necessary. If the rule making power is confer-
red on the various High Courts there may not be uniformi-
ty in that behalf. We, therefore, think that it will be more
appropriate to confer the rule making power upon the
Supreme Court' as was done in the case of the Companies
Act, 1956. As regards the levy of the fees and the seales
which are to be prescribed, it may not be possible for the
Centre to prescribe the fee. Some method should be adopt-
ed to make the Court-fee payable on the mer'norandf; of
appeal presented to the High Court in such matters uniform
in all the States. We have not therefore made any definite
proposal in this behalf,

99. In view of the recommendation made by us for the
abolition of the Appellate Tribunal, and as appeals would
henceforth lie to the High Court from the Appellate As-
sistant Commissioners’ orders, we consider that Govern-
ment should ensure that the posts of Appellate Assistant
Commissioners are held by experienced and senior officers,

100. It will be more satisfactory if experienced and
senior officers of the Department hear appeals, .r

101. The Appellate Assistant Commissioner  sholild
also, in our opinion, be given some training in judicia}
practice and procedure by being attached to a Judge of a
Civil Court, i.e., 3 Distrief Judge, for a period of, say, three
months. This will be very necessary because the order of
the Appellate Assistant Commigsioner should be written,

'Ses. clause 279, App. 1.
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more or less, like a judgment and should make mention of
the points for determination, and the findings thereon. We'
consider that if Appellate Assistant Commissioners are
given this type of training, it will inspire greater confi-
dence in the litigant public.

102. 1t may be recalled in this connection that when
the Appellate Tribunal was net_in existence, i.e., prior to
1939, the reference to the High Court, though directed
against the order of the Assistant Commissioner, was made
by the Commissioner of Income-tax himself. Though an
officer of the status of Commissioner of Income-tax may
not hear all appeals, it would be desirable if appeals =~ °
against assessments of incomes in excess of rupees one
lakh were heard by the Commissioner of Income-tax or by
an officer of equai status, If this recommendation is ac-
cepted, the necessary amendments may be made in the
Act. Other appeals should be heard by senior officers
whose seale of pay is attractive. We would recommend for
Appeliate Assistant Commissioners a :.scale of pay inter-
mediate between the present Appellate Assistant Commis-
sioner’s scale and the present Commissioner's scale.

103. As second appeals would lie (if our proposal is Commission—

accepted) to the High Court and as the smaller assessees ®™

may not be able to afford the expense involved in such an

appeal, we would recommend the free use by commission-

ers of Income-tax of their judicial powers to give relief 1o

the smaller assessees, In the case of smaller assessees the
Commissioner should treat an application in revision as an

appeal. Adminisirative instructions to this effect may be

given by the Central Board of Revenue, ’

104. The other important change which has been made Other chan-
in this Chapter is the provision’ for appeals against all ges.
orders of the Income-tax Officers which are prejudicial to
the assessee, e.g., an order under section 35, the levy of
interest under section 18A (6), an order refusing to correct
a recovery certificate, an order refusing to itreat the asses-
see as not in default and other similar orders.

105. The provisions of the existing Act relating to pen-Gbapter

alties have been grouped together in this Chapter. pmil{fi(g'im_
; ble

No change has been made in the substance of these Fl’gx’“om‘;mb?'
provisions. authorities.

106. The provisions of the existing Act relating toChapter
offences and prosecutions have been grouped together in _ XXIIL
this Chapter. No change of substance has been made. Offences and

presecutions,

107. The provisions of Chapter IXA, Recognised provi-Chapter
dent funds, have been incorporated in this Chapter, with A  XXIV
suitable modifications explained in the notes to the rele- > P ¢ clal

piovision
vant clauses. refating  to

- - g _ coftain Provie
1See clause 254, sub-clauses {d), 1 i) (k}ﬁ!p), App. L. . depe Funds.
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g}lé‘f;gte_ rl 108. Provisions relating to approved superannuation
provisi cﬁc;in funds, contained in Chapter IX B, have been reproduced
lating to cer- i1l this chapter with suitable modifications explained in

tain Superan- the notes to the relevant clauses,
nuoation

g“ﬂ‘:f'p ter 109. All the other provisions of the Act which are not
xxvr covered by the earlier Chapters have been grouped toge-
Miscellan-  ther in this Chapter. =~
wous. The important changes made in this Chapter are as
under :—

(1) Authorised representatives.—We consider that there
is no justification for permitting a person who is not a
lawyer or a chartered accountant to appear in the infome-
tax proceedings. The Income-tax Officer exercises pbwers
which are often far more responsible than the powersisimi-
larly exercised by a civil court or a criminal court, hen
persons other than lawyers are not allowed to appear Hefore
the civil court and the criminal court, there is no rpason
why persons who are not entitled to appear before such
courts should be permitted to appear in an income-tax pro-
ceeding. An exception should however be made in favour
of chartered accountants as they assist companies i the
maintenance of accounts. Moreover, they have certain; obli-
gations under the Companies Act in relation to the prepara-
tion of the accounts of companies. We have therefor pro-
vided that appearance in income-tax proceedings be confined
to lawyers and chartered accoitntants. j

In order to protect the interests of those persons; who
are, under the provisions of the present Act entitlad to
appear in the income-tax proceedings, we have provideH for
the continuance of their right to appear in the incomé-tax
proceedings. We have however, provided that they sHould
be registered as Income-tax Practitioners. We are aldo of
the opinion that there should be a disciplinary bedy to
control such Income-tax practitioners. We have thersfore
made suitable changes in the provisions of sections 59| and
61.'

(2) Service of notices—We have provided for the rhode
of service of notice under the Act in the assessmen} of
dissolved firms, dissolved associations and dis ted
H.U.Fs. also. :

(3) Rules—We have added a provision authorising the
Central Board of Revenue to make rules relating to| the
issue of tax verification certifieptes. Such certificates have
been found useful in practice amnd it is desirable to glace
them on a statutory footing. £ have also added a pyovi-
sion for making rules relating to the constitution of| an
authority to take disciplinary action against Incomsd-tax
practitioners (other than lawyers and Chartered Accoun--
tants).

110. The Schedules which we propose to annex to the
Act are as under : — :

First Schedule-relates to mpurance business.” i

1See clause 324, App, I*nd clause|sdg, ibid. I

Schedules.

3Zee notes on the Schedule, for the #pgnges made,
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Second Schedule--Brings tegether in one place the pro-
visions pertaining to the procedure to be adopted by the
hCollector for the recovery of tax on a certificate issued to

im. .

Third Schedule—Deals with the procedure to be adopt-
ed by the Income-tax Officer who is empowered by the
Commmissioner to recover tax by distraint and sale of mov-
able property.

111. In the preparation of notes on clauses we have Scheme of
departed from the method adopted by us in our previous o oo
reports. In the previous reparts we have followed the 13vss
order of the sections in the Act under rewision and wherever
new provisions were suggested, they were dealt with in
appropriate places. This methed could not be followed in
revising this Act (Income-tax Act) as we have reshuffled
all the sections and sub-sections of the Act. Hence the order
of the clauses in the proposed draft has-been followed in
preparing the Notes on clauses.

112. A word may be said sbout the increased number Increase in
of the sections in the draft.’ The UK. Act of 1952 contains sumber of
532 sections and 25 Schedules. The existing Income-tax **°H0"™
Act has 67 sections and one Schedule. One section (Sec-
tion 10) of the existing Act however, covers 14 printed pages
in the Income-tax Manual, and some of the sections in the
Act, though bearing one number have the letters A to v
added e.g.. sections 58A, and 38B. The 67 sections of the
Act cover 186 printed pages in the Income-tax Manual
The actual number of sections in the existing Act is not
67. but-about 120. The number of sections in the draft
is thus only two and a half times the number in the ex-
isting Act. The increase in the number of sections is
due to the fact that the existing sections have been split
into a number of sections. It is hoped that the total cover-
age of the draft in printed pages will not show any appre-
ciable increase.

113. Appendix I contains our proposals in the form of Scheme of
draft clauses. Appendices.

Appendix II contains comparative tables showing the
existing provision and the corresponding provision in the
draft in Appendix L

Notes on clauses have been appended at the end. These
explain, with reference to each clause in Appendix I, chan-
ges made by us in the form or substence of the existing
provision.

114. For convenience of reference, we have given at the Listy appen-
end of this part of the report two lists, the first containing dedito the re-
a summary of changes of importance proposed by us which ™~
have been embedied in the draft in Appendix 1, and the
second containing a list of recommendations made by us
which have not been embodieq in the: dfaft in Appendix I.

1The draft proposed by us cont #hs 200 clmksbs and Three Schedules.
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LIST 1

Summary of important changes proposed in the Imcome-
tax Act and embodied in the Draft Clauses in Appendix I

Existing See. The definition of “assessee” has been amplified to cover

']2) rait Cl all the situations in which a person becomes assessable for,
205} o1 liable for the payment of, tax or other sum.

Existing Sec. Several new definitions have been added, important
B &l amongst them being “assessment”, “assessment year”, “ave-
B2 rage rate of income-tax and super-tax” and “tax”.

Existing Sec. Item (iij) of the existing definition of Capital asset, ex-
Det¥a, .. cluding land from which the income derived is agriculfural
(t0).  income, has been redrafted and replaced by the words “any

agricultural land in India”,

Existing Sec, The existing definition of “Magistrate”, which includes
%m(g) Cl. 2. & Second Class Magistrate empowered by the Central Gov-
(25).  ernment (or in the State of Jammu and Kashmir hy the

State Government) to try offences under the Act, has been
altered so as to confine the power to First Class Magistrates
throughout India. »

Existing. Sec. The pfesent enumeration of the chargeable entities
3- a that is, “individual, Hindu undivided family” ete. has been
Draft Gl 3. replaced by the word “person”. This will cover all entities

(- having legal personality hesides the entities enumerated in

the General Clauses Act.

Existing Sec. With reference to the exemption for income derived
1.3 (81_ 1 from property held under trust etc. for religious or charit-
(2), 12 (3) able purposes, the following changes have been made —
k2 {4). . :
(4 (1) it has been made clear that the exemption is avail-
able in the case of a business, held on trust, subject
to the conditions given in the existing provisg (b);

(ii) it has also been made clear that the exemptipn is
available to business carried on by institutiong not
subject to trust. :

Existing Sec, With reference to the exemption for special allowances
%)ra(l%t) G(l‘“it or benefits granted to an employee to meet expenses wholly
(15).  2@nd necessarily incurred in the performance of the ties

of an office or employment, the words “wholly and npces-
sarily” have been replaced by the words “wholly and ex-
clusively”. The requirement of hecessity has been omjtted.

Existing Scc. The exemption for income received by a Consul Gene-
3392 ((L‘; ral, Consul or Trade Commissioner etc. is at present avail-
& (A able to Indian citizens also. A requirement that the person
- Draft_ClL 11 50 exempted should not be an Indian citizen has been added,

g;;)(;;i)(iv;md on the lines of existing section 4(3}(x) (c) and (e).
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The exemption in respect of salaries of members of Existing Sec.
Nepalese military forces serving with the armed forces of %om‘i%%c d ("g
India or of members of Indian State forces, has been omitted (pe drafr).

as obsolete.

The exemption in respect of income received by an Existing Sec.
employee of foreign enterprise is at present available to4 (3) (xiv)
Indian citizens. Under the draft it has been confined to Rfa(% CL.
foreigners. )i

The exemption in respect of salaries received by foreig- Existing Sec.
ners for services rendered as technicians has been 4]51('a31)'t ’i“’fl)
extended to services rendered before the actual commnce- (@) |

ment of the business. Explanation
. .

Certain exemptions enjoyed at present by virtue of Existing Sec.
notifications under section 60 have been added in the Act. 4 (3-
These relate to scholarship, and income of Universities or Draft C(}- I
other educational institutions not established for profit. E;Z;.a“

The condition for residence in the case of a person who Existing Sec.
has beeri In India within four preceding years, at present, £ (3, (i
requires the presence of that person in India “otherwise o
than by an occasional or casual visit”. This condition has
been made more specific, by requiring the person-to be
present for at least 30 days in the previoeus year concerned.

The existing provision authorising the Income-tax Offi- Existing Sec.
cer to treat a person as a resident if he is satisfied that 4A @ (V)
the person is likely to remain in India for not less than Draft Cl. 6.
three years has been omitted. ‘ ‘

A provision has been made to the effect that a person Existing Sec.
who is resident in respect of one source of income is to be ﬁaﬂ oL 6
treated as resident for all other sources. T

A new provision regarding transfer of cases from one ES_(ti)ng Sec.
Appellate Assistant Commissioner to another has been %m& Cl. 131
added. @), (b).

With reference to the pawer of the Board or the Com- Existing Sec.
missioner to transfer cases from one Income-tax Officer to 3 (74)
another, a provision has been added requiring opportunity g?t - 132
to be given to the assessee before the transfer is ordered :

(except in special cases).

It is proposed to abolish the Ap;é’f)llate Tribunal. Ap- Existing Sec.
peals from the Appellate Assistant Commissioner will lie 34 . 4
to the High Court. | | (Otaitted)

Salary received from foreign Government has been Existing Sec.

specifically made taxable under the head “Salary”. | %)rag':)Cl. 17 '

(1) ,
. Specific provision has been made in respect of salaries Existing Sec.
paid in arrears. - 7 (1. '
Cl 'ty

(©y
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Existing Sec, The allowance for expenses incurred by an employee
L0, ()in the performance of his duties has been redrafted by
Gv).  omitting the words “necessarily” from the requirement that
the employee should be required to spend the amount
“wholly, necessarily and exclusively” in the performance

of his duties.

g*iﬂins Sec. Income assessable under the head “Interest on securi-
Drat Cl. 18 ties” is at present chargeable if it is “receivable”. This has
" *% been replaced by a provision charging such interest when
“received”. The receipt basis has thus been substituted in
place of the present provision.

Existing Sec. Sums expended for realising interest on tax-free secu-
8 afi Gl o Fities have been disallowed as a deduction in computing the
(i), - 2} income chargeable under the head “Interest on securitdes”.

Existing Sec. Interest paid on moneys borrowed for the purpose of

%raﬁ Gl 21 investment in tax-free securities has been made inadmigsible

giy, | asa deduction in computing in¢ome under the head “Interest
on securities”.

Existing Scc. Reasonable sums spent on realising interest on tay-free
SDmf a securities are proposed to be allowed to be deducted, for
tCl 10t the purpose of super-tax, in _computing income chargeable
under the head “Interest on Securities”. If money has been
borrowed for investment in such securities, then inferest
paid on the money so borrowed is also proposed to be al-

lowed to be similarly deducted.

Exiscing Sec. Rules for furnishing guidance to the Income-tax Gfficer
9 (1) in determining the annual value of tenanted property have

g;afr Cl. 23 peen added.

Existing Sec. Irrecoverable rent has bean made an admissible deduc-
9 tion for computing income chargeable under the heaq “In-
Draft Cl. 24 come from property”. (At pregent the deduction is aimis-
(i} sible by virtue of a notification only). ~;

I
Existing Sec. The provision relating to development rebate hasjbeen
10 a(g) é\"b) changed as regards the year in respect of which the gebate
E;jn 3:_'3 33 is to be allowed. The existing section allows the rebate only
Pa2. gor the year of acquisition ot installation; under the pro-
vision as proposed, it will be available in the next ydar, if
the ship or machinery is actually put to use for tK first

time in the next year. : :

Existing Sec. If the bad debts written. off in an earlier accoynting

0 (2) (xij year are not allowed §y the Inpgme-tax Officer for thaf year,

Draft CL. 36 they will be allowable for a' subsequent accounting|year,

(8), 2nd Pro- if the Income-tax Officer is then satisfied about the irrefover-

iy ability of the debt. (As to the converse case, see below
under existing sectiog 35.) :

Existing Sec, The provisions for deposit of profits by companies have
foy®) and hoon omitted. . :
{omizted in

the draft).
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A new provision has been added whereunder in com- Existing Sec.
puting income from business, professian or vocation, bonus g’rﬁ[’t)@ P
paid in pursuance of the award of an industrial Tribunal () i)™ 3
will be allowed as a deduction, even if the amount of the
bonus is not reasonable.

A new provision has been added whereunder contribu- Exipting Sec.
tions made by an employer to funds established for the bene- i A A
fit of his employees have been listed as .admissible deductions (e~
for computing income from business ete., even if the fund
is not a recognised provident fund or an approved super-
annuation fund, under certain conditions.

A new provision has been added to the effect that Existing See.
buildings constructed by an employer for the residences of 0.
his employees should be trea as bwildings used for the Tt & 43
purpose of the employer’s business, if the occupation by
the employees of the buildings is subservient to and neces-
sary for the purpose of the employees’ duties.

A new provision has been added laying down rules for Exiting Sec.
estimating the value of the consideration received in a ;)Er#ft al
transaction of exchange. (This is with reference to charg- - 5%
ing of tax under ‘Capital gains')

The scope of the existing provision, relating to power Expsting Sec.
of the Income-tax Officer to treat the fair market value of 128 (2), 1t
a capital asset as the value of the comsideration for which %’:r’f:"c’;,
the sale ete. of the asset is made (where the sale is effected - o4
with the object of avoidance etc. of the liability of the |
assessee to tax under capital gains), has been narrowed down |
by confining the power to a case where the actual considera-
tion is not correctly recited in the deetl of sale etc. On the
other hand, the scope has beet widened by deleting the re-
quirement that the transaction must have been entered into
with a person directly or indirectly connected with the
assessee. ’

It has been made clear that wheye the accounts of the Exlsting Sec.
assessee are not correct and ¢ompletey the assessment will 13
be a best judgment under section 3(’4). The power 10 Dt G 150
compute the income “upon such basis and in such manner (1
as the Income-tax Officer may determine” (existing section !
13, Proviso) will be confined to a case where the accounts
are correct and complete.

A new provision has been added wherein interest paid Exjating Sec.
by an assessee on money borrpwed fof investing his capital 16/1) (B
in a firm has been listed a4 an admissible deduction in( - 69
N T : p : .. {3}
comﬁputmg his income comprising hig share in the firm’s
profits. -

It has been made clear that section 16(1){c}, 3rd Pro- Rxisting Sec.
viso, which removes from the scope of the section income 6 (1) (¢
arising by virtue of a settlement etc. which is not revokable Daft CL. 64.
for a period of more than six years etc., does not apply in
a case where the assets remdgin thé perty of the settior |
etc. In other words, where there is fjo; {ransfer of the cor- | -
pus, the proviso will have ndq appiiey . ‘ ,
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Existing Sec. The existing provision, whereunder income arising from

15 &) ¢, assets transferred to any person etc. for the benefit of a

o). " 7/ minor child of the assessee is regarded as the assessee’s in-
come in certain cases, has been modified so as to exclude
cases where the minor child is a married daughier.

Existing Sec. It has been made clear that the rate applicable for de-
EE';RA&(SQB&: duction of super-tax is one in force for a company which
(b)and 204 has not made the arrangements for deduction of super-tax

(£} (b). referred to in section 18(3D).

Existing Sec. A new prevision has been made imposing a first charge
;)Sr (r7)Cl . upon the asseis of a person who, after deducting tax under
A9 the Act, fails to pay it into the Government Treasury.

Existing Sec. A general provision has been made to the effect that
18 () g“d 7 where tax is deductible at source, the assessee shall not be
) andpro called upon to pay the tax himself unless he has received
DraftCl. 213, the income without such deduction. (The existing provision

1s confined to salary.}

Existing Sec. A provision has been added to the effect that advance
18A (1) payment of tax will not apply in respect of income-tax oun
Draft Cl. 2i5 leldendS -

(3)-

Existing Sec. The rate of interest to be paid by an assessee who
18A (s) pro- does not pay advance tax on commission receipt within
viso fifteen days of the date on which the income is received,

Draft G- 22%. hag been reduced from 6 per cent. to 4 per cent.

Existing Scc. Interest payable by an assessee in a case where the
g’:ﬁ{%l 22, taX estimated by him falls short of 80 per cent. of the tax
(1;. - %23 regularly assessed, is made to run not from the ket day of

January of the year of payment but from the 1st day of

Apri] of the next financial year,

Existing Sec. The rate of interest payable by an assessee in cages of
184 (:r)I under-estimate of advance tax has been reduced from 6 per
Drafe C224. nont $0 4 per cent. o :

Existing Sec, Instead of the general notice requiring all persomns to

2z {1} submit a return of income, a provision has been made for

D’af;-)m‘ '43 the compulsory submission of the return by every person

(= . who is assessable in respect of his income or in respect of
any other person’s income. The return will have to be
submitted by the 30th June, each year.

Existing Sec. A provision has been added to the effect where a rpturn
22 (1) of income is sent to an Income-tax Officer who has no juris-
%a{g)c’- '#3 diction over the assessee, he shall forward it to the Indome-

' tax Officer having such jurisdiction. -

Existing Sec. A new provision has been added clarifying the power
Braft CL. 1 46 of the Income-tax Officer to make such inquiries as he may
(2. * %" think necessary for the purpose of assessment.

Existing Sec. A new. provision has been added requiring the Income-
ot CL 46 tax Officer to give the assesseq an opportunity of rebutting
(). any material which is propesed to be used for the putpose

-of assessment. (An exception has however been made for
, “best judgment” assesfment.) ; o L
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The power of the Income-tax Officer to take into ac- Existing Sec.
tount material gathered by him (in addition to the evidence Tiraft OL. 147
3

een clarified.

It has been made clear that a “best indgment” assess- Exsting Sec.
ment is to be made after consideration of the material B e
which the Income-tax Officer has gathered. ayoH

An indication of the material which the Income-tax Existing Sec.
Officer may use in an assessment under section 23(3) or ﬂD.’sr;f s
23(4), has been given. : L2 149

A specific provision has been added laying down the Existing Sec.
right of set off of loss from one business against profits in 122;?33 o

any other business, T

The provision relating to set off of losses has been Existing Sec.
modified in respect of set off against capifal gains. A lossa4(1)
sustained under any head other than eapital gains cannot
be set off against capital gsins, under the provision as
proposed.

(1) and 75.

In respect of the assessment of a person about {c leave pxisting Sec.
India, it has been. provided that the period of notice to be 23A
given by the Income-tax Officer may be shortened even in Draft Cl. 184
respect of the assessments for earlier previous years, ().

For the assessment of a person about to leave India, a Existing Sec.
time-limit of three months has been provided for complet- “4-:& o1
ing the assessment, where the assessment is made under the g) < 184
special procedure given in existing section 24A. ’ -

¥he section relating to partition of 2 Hindu undivided Extisting Sec.
family has been made applicable in respect of partial parti- 23A
tion alsa. Diaft Ch. 181

{4
A new Srovision has been added laying down which Ex sting Sec.

Income-tax Officer is entitled to assess a Hindu family after 234
its partition. {;“f‘ Gt 18
The provision relating to gssessment after partition has Existing Sec.
been extended to penalties and other sums, 3 8:13”&?
A definition of partition has been added. Existing Sec.,

254
Braft Cl. 185

: pin,

It has been made clear that an application for the regis- Existing Sec.
tration of a firm may be made even after the dissolution of ng Draft
the firm. - t9t {2).

The provision (at present contajned in the rules) relat- Existing Sec.
ing to the time within which a firm should be registered 26A
has been modified. It has been provided that the applica- Draft Gl 191
uon should ordinarily be made before the expiry of the ¥
prev}i}ous year in respect of which registration is being
sought.

The provision requiring that the individual shares of Existing Sec-
the pariners should be “sgecified in the partnership deed" 1’.‘;":&25*‘1
has been altered, so as to aﬂgw regi;lqation where the shares; 191 (1 )f ause
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though not specified in the instrument, can be ascertained
from that instrument or from the partnership deeds of any
connected firms. '

The provision (at present contained in the rules) re-
lating to renewal every year of the registration of a firm
has been modified. So long as there is no change in the
constitution of the firm or the shares of the pariners, a
formal application for renewal will not be necessary and
it would suffice if the firm flles a declaration, with the
return of the income, to the effect that there has been no
change as aforesaid.

A provision prohibiting the Income-tax Officer from
rejecting an application for registration of a firm on tech-
nical grounds has been added.

A time-limit has been provided within which an appli-
cation for registration of a firm must be disposed of by the
Income-tax Officer.

It has been made clear that the only ground on which
the registration of a firm can be cancelled is misrepresenta-
tion. It has also been provided that the firm must have an
opportunity of being heard betore cancellation, and.that
cancellation can be ordered omly with the previous appro-
val of the Inspecting Assistant Commissioner. .

A time limit has been laid down within which regis-
tration ¢f a firm can be cancelled. :

It has been made clear that an objection as to the
status under which the assessee is assessed can be rhised
by way of appeal. '

A new provision authorising appeals in respert of
orders passed under existing :section 35 (rectification of
mistakes etc.) has been added. :

~ Various orders ralating tp - interest passed under sec-
tion 18A (advance payment of tax) have been mad¢ ap-
pealable in appropriate cases. :

The following orders have been made appealab1§ —_

(1) An order passed by the Income-tax Officer ¢n an

assessee’s application for withdrawal or canpella-

tion of a recavery cegtificate issued to the Cpllec-
tor ; !

(2) An order passed by the Income-tax Officer T ing
an assessee's request'to treat him as not ip de-
fault in view of an appeal. :

It has been made clear that an Appellate Assistant
Commissioner, in disposing of an appeal is not co d to
the grounds raised by the appellant in the appeal and may
redetermine any matter which fell to be decided by the
Income-tax Officer in 'the coufse of the proceedings which
led to the order in appeal. :

r
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Appeal to the Appellate Twibunal is replaced by a Existing
peal to the High Court, and the Tribunal is to be abolis - See. 33

Draft
ed. Ci. 260 (1)-
1t has been made clear that an order passed by the ‘gﬁﬂiﬂs
Appellate Assistant Commissioner rejecting or refusing an iy
appeal without a decision on merits is appealable. Gi. afio (1)

The power to reopen an assessment an;g time, where the Existing
income that has escaped assessment in the past amounts Swp:% (th
to one lakh of rupees or more, has been madified. 15t Broviso,

Only the incomes for the sixieen assessment years ?;;‘Er{):‘@)

prior to the year in which a notice under section 34 1
jssued will, it is proposed, be taken into account in arriv-
ing at the figure of one lakh of rupees or more. 1t has,
however, been added that where the income which escap-
ed assessmeni in a single assgssment year is at least fifty
thousand rupees, the assessment for that year can be re-
opened at any time.

A new provision has been added prescribing a tirmne- Exipting scc-
Limit of four years for the completion of an assessment in ‘6‘:‘.{%5‘?&6
the case of a notice under section 98(3) read with 28(1) 166 (1) (b).

{¢) (penalty for concealment of inceme ete.).

It is proposed to allow the Department a period of at Exlsting Sec-
least one year for the completion of an assessment in a D‘ﬁf?f;!iﬁe
case where an assessee files 2 retutnn or revised return i6p (1) ().

under section 22(3).

A new provision has been adde:r prescribing a time- Fadisting
limit of four years for the completion of an assessment T ‘f’“-’v‘l(&)
ander section 34(1) (a) (ie, assessméni for income which cuse 160
escaped assessment by reasan of the assessee’s omis- (2).

sion or failure to disclose the materinl facts). The time- |

limit will be counied from the end of the financial year

in which the notice was issued.

A provision has been added to the effect that while Egisting Sec-
computing the period of limitation laid down by the Act “"“f?tlgfw
for the completion of assessments, any period during o, Explu. 1
which assessment proceedings were stayed by an order o '

a court will be excluded.

A new provision has been addeql empowering the re- Existing sec-

vision of the assessment of & member of an association in tion 35

a case where the assessment of the adsociation itself is re- raft clause

vised. o “ (2)-
{Existing Section 35{5) may - be compared.) ;

With reference to the provision that where a re-assess- Yxisting Sec-
ment etc. has to be made in consequence of an order passed fon 34 (3)
on appeal or other proceedings in respect of the assessee OF o, ‘pxpl
any other person, the time-limit for assessment would not ;mi’om ,"
apply, two Explanations have been added explaining the gnd 3.
scope of the provision. '

With reference to the provision that if a company does {-‘?"i’“‘*(s“‘
not pay the tax on its profits withi, three years after de- bon e
claring the dividend the will' *!-recovered from the 62 (4).
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share-holders, it has been provided that if the assessment
of the company itself is delayed, a period of at least one
year should have elapsed after the end of the year in which
the company is assessed.

A new provision has been added empowering the In-
come-tax Oﬂgcer to reopen an assessment, for the purpose
of allowing bad debts, where the assessee claims deduction
for a particular previous year but the Income-tax Officer is

an earlier previous year, (As to the converse case, see undeg

[eXisting section 8).

It has been made clear that while exercisinig the power
of the court with reference to the discovery of documents
and examination of witnesses, the Income-tax authority
should follow the same procedure as a civil court,

A new provision for return of documents produced by
any person before an Income-tax authority has been added,

\The provisions relating to assessment of guardians,
trustees, managers, Court of wards, Administrator-general,
agent of a non-resident etc. have been combined under one
topic, under the group of sections relating to “Representa.
tive assessees”. -

A new provision has been addeq limiting the liability
of all “representative assessees” (t.e. guardians, truktees,
agents of non-residents ete.) to the extent of the asséts in
their possession. {Special remedies available against cer-
tain representative assessees have, of course, been saved),

A new provision has been added to the effect thpt a
person liable to be assessed as a representative assessee
(t.e., trustees, guardians, agents of non-residents ete.) would
not be assessed under the -gendral charging section (section
3) in respect of the income concerned.

A new provision has been added empowering a repre-
sentative assessee to recover tax paid by him from the: per-
son represented by him. '

A provision has been made to the effect that a r¢pre-
sentative assessee who parts with the assets without jpay-
ment of tax, is }iable personally, :

The provision for mode of computing tax for indome
received by a Court of wards, trustee appointed unddr a
a deed in writing, Administrator-general etc., in gases
where the income is not spectfically receivable on behalf
of any one person or by where the individual shares are
not known has been altered in two respects :—

(1) regarding income-tax, it has been provided that it
should be charged as the income of an association
of persons, or, if the income is received by a bene-
ficiary, then at the rate applicable to the bgne-
ficiary if the Income-tax .Officer so direets ; A

¢

|
|
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{2} as regards super-tax, it has been provided that it
should be charged in all eases as if the income
were the income of an association of persons,

A new provision has been added allowing the Income- Existing
tax Officer to continue assessment proceedings, started be- S‘i‘;& )
fore the dissolution ete. of a firm or association or the dis- 186 (2) and
continuance of its business; against the persons who were 196 {2).

partners or members.

With reference to the provisions for charging tax in Exisiing
the case of shipping business, it has been made clear that Sw-rﬁ (3

- the rate applicable is one in force for a company which has Pra

hot made the arrangements for deduction of super-tax on %2 @
dividends under existing section 18{3D).

dent which the transferor has bower to enjoy will be co-
vered by this section, (if the bower to enjoy itself arises
from the transfer).

. The existing provision, whereunder a sale of securities Exjsing

Is disregarded where there is agreement to buy back such Sea. 4F (1)
securities by the owner of the securities, has been widened g{‘ft

by removingrthe requirement of an agreement to buy those © 97 (1.
securities. The provisicn as proposed will be applicable to

all cases where the transaction of sale and repurchase of
securities results in advoidance of tax. (The provision will

not, of course, aply if there was no avoidance or if the
avoidance was not systematic).

Under the existing provision, where 2 person transfers pxisting
securities before the declaration of the dividend, the in- Sec. 44F.
come attributable to the period upto the transfer is deem- Draft

ed to be the transferor’s income. Under the provision as Q. g7 (3).

ance of tax. It has alsc been provided that the avoidance
need not be of more than ten per cent. of the amount of the
income-tax. ’

A new provision authorising the Income-tax Officer Existing
lo extend the time for payment of tax or te allow payment 3¢ &
by instaiments has been added. Consequential provision 229 (2) and
for failure to pay instalments ete. has also been added. 4

The present provision regarding the imposition of g Existing
penalty on an asseessee in default has been modified, Se¢. 46 (1).
Penalty has been replaced by penal interest at the rate o Dr

tax Officer will be necessary. In consequence existing sub-
section (A) has been omitted., :

3
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The various modes of recovery which a Collector can
adopt when the Income-tax Officer sends a certificate to
him have been listed in the draft clause, and detailed pro-
cedure to be followed by the Collector is sought to be em-.
bodied in the Schedule which will be a self-contained
Code. A uniform system will thus be substituted in place
of the existing procedure which applies the Revenue law
of each Siate.

It has been made clear that the Income-tax Officer can
send a recovery certificate to the Collector within whose
jurisdiction the assessee resides or carries on business
etc. or has property. Further, it has been made clesr that
the certificate can be sent to the Colleclor of any district
in any part of India.

A provision debarring an assessee from challenging
before the Collector the assessment which led to the issue
of the recovery certificate has been added. Procedyre for
withdrawal or corredtion of the certificate by the Income-
tax Officer has been laid down.

The provision authorising the Income-tax Officer. to re-

cover tax by any process contained in any municipal law .

has been narrowed down, by limiting it to only one mode,
namely, distraint and sale of movable property.

The power of an Income-tax Officer to attach sal
is sought to be limited to that portion.of the salary twhich
can be atiached by a civil court.

come-tax Officer to apply to any court in which any foney
of the assessee is lying, for payment of the money fo dis-
charge tax due from the assdssee. : )

A new provision has been added requiring the pwner
of ships_or aircraft carrying passengers for destimations
beyond India fo submit perinQically lists of such passen-~
gers,

A new provision has been added to the effect tﬁ:t a
or

A new provision has been added empowering tFr In-

claim for refund should be made in the prescribed f and

verified in the prescribed manner.

A new provision has bean added to the effect that if
the Income-tax Officer does not dispose of a refund agplica-
tion within three months, the Government shall pgy in-
terest at the raie of £ per cent. per annum on the agount
that is uitimately found to b¢ refundable. ]

The provision penalising a person who makes a false
statement in a verification is sought. to be extended;so as
to be applicable to Verification under any provision ¢f the
Act,

A new provision has been added authorising the dis-
closure by the Income-tax Officer of the substance éf the
material gathered by him for the purpose of a “best|judg-
ment” assessment. - !
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A new provision authorising the disclosure by an In- Existing
come-tax Officer of accounts of assessees which are lying g“;&%fzﬁ
with him and are required by a court, has been added. Simi- (2"
larly, a provision allowing the diselosure of registered
documenis of which copies can be obtained under the Re-
gistration Act, or of documents like balance sheet, audit
report etc. prepared under the Companies Act, has been
added.

A new provision authorising the disclosure of informa- Existing
tion required in connection with levy or realization of 3¢ :54(:(12)"
cther Central taxes (for example Wealth Tax, Estate Duty | 4t (3) ()
Tax etc.) has been added.

It has been made clear that the privilege conferred Existing -

by existing section 54 can be waived by the assessee. %:caf 154—

Q. 149,
With reference to the exemption in respect of super- Exisin g
tax on dividends received from an Indian company en- Sec. s6A.
gaged in certain industries, the conditions to be satisfled D“":
by the Indian Company paying the dividend have been set " '
out in extenso, unlike the exigting seétion which merely
makes a cryptic reference to section 15C.

A new provision has been added authorising the Com- SE"_‘;@%!
missioner to relax the conditions for the recogniticn of a 3588 (1)-
provident fund, in the case of ‘provident funds established ¢y, 8 (1)
under the Employees’ Provident Funds ‘Act, 1952 and ex- Prow. (a).
empted from the operation of the scheme under section 17
of that Act,

A new provision allowing the deduction of contribu- Existing
tions paid by an employer towards a recognised provident 5%‘12 584 to
-fund has been added. Draff Clagy

It has been made clear that an approved super-annua- Exisfing
tion fund should satisfy not only the corditions set out in Sec. 58N to
the Act, but also the conditions to be imposed by rules %iric& o
made by the Central Government. Q). £ 397

A new provision has been: added » to the effect that Exis
where there is a repugnancy hetween the rules of an ap- s;r.. Dzﬁ“'
proved superannuation fund and any provision of the Act, & (3).
the latter shall prevail. ,

It has been made clear that. the proyision for deduction Exiet
of income-tax on contributions pepaid to bn employee from Scc. $85 (1)
an approved superannuation fund applies not only to the a -
employee’s contributions but also to the employer’s contri- ~~ **
butions. It has also been made clear that payment of con-
tributions to an employee on death or termination of em-
ployment does not come within the scope of this section.

A new provision has been added laying down elabo- Exist
rately the power of the Cen Governfnent to make rules ngi’ N 1o
in relation to approved super: uation |fpnds, Ecn.gzy.

|
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.g’dsﬁns A new provision has been added authorising the Cen-
i tral Board of Revenue to make rules relating to:—
‘Gl 329 {2).

(i) registration of income-tax practitioners who are
not lawyers or accountants;

(ii) comstifution of an authority to take disciplinary
action against such income-tax practitioners;

(iii) issue of income-tax verification certificates.

&’,‘gg{‘) Provisions relating to exemptions for tax efc. to be
and 60 (3 granted by notification by the Central Government are pro-
{omitted in posed to be deleted as obsolete,

the draft).

Existing The power to grant relief in cases where salary is paid
Sec. 6o (2)  in arrears or in advance etc., which is at present confined
Draft C1.°90. ¢ salary or profit in’ lieu of salary, has been extended to

perquisites also.

‘Existing The right of any lawyer to appear before an Income-
Sec. 61 (2)  tax authority is sought to be confined to legal practitioners
- ?"‘“)' entitled to appear in a civil court. (Persons actually in
(ii;f 4 (2 practice at present will not be affected.)

?i‘é?'é’i‘g{?} it is proposed to exclude persons who are not Char-
g;) (iv) Draft tered Accountants or authorised to audit the accounts of
‘Cl. 324 {2), companies under section 226(2) of the Companies Act, 1956,
Explan. and from the category of “accountants” entitled to appear be-

324 () ()} fore an Income-tax authority. (Persons actually in prac. .
tice at present will not be affected.)

The category “Income-tax practitioner” is to be abolish-
ed for the future, except as regards persons already in
practice.

Existing Sec. The power to take disciplinary action against income-
,2,"* (3). Draft tax practitioners other than lawyers and  accoumtants,
-32¢ (4 which is vested in the Commissioner at present, is proposed
to be transferred to an authority whose constitution would
be laid down in the rules.
Existing (Re-

B A Consequent on the proposed abolition of the Appellate
66" prow. Tribunal, provisions relating to references to the High
‘,gon;l; o?jlfted Court have been omitted.

injthe crai,

E:;S;ti,,g With regard to the assessment of persons carrying on
Schedule,  general insurance business, it has been made clear that
rile 6. Draft deductions for depreciation must be allowed as entbred in
flfl"‘fd?if* the accounts prepared under the Insurance Act, asd can-

3% not be questioned by the Income-tax Officer.

(New)  Draft Unexplained cash credits, appearing in the books of
Gl 70, accounts of the assessee, have been made assessable as
his income.

(&JW) Draft Investments not appearing in the books of the gssessee

T and not explained sptisfactorily have been made asiessable
for the financial yedr in which the investments were made.

. I
[
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A new provision has been’ added laying down the (New) Drafe
position regarding liability of an executor to pay tax in res- 4. 178
pect of the income aceruing after the death of the person
whose estate is being administered.

It has been made clear that in cases where tax is de- (New) Draft.
ductiibie at source or payable in advance, some kind of C! 199
“charge” of tax is implied,

Power has been conferred on the Supreme Court to (Nc“’) Draft
make rules regulating the progedure to be followed by the Cl. 277.
High Court in disposing of appeals under the Act.

A new provision has been added providing that income (New) Draft
once charged to tax shall not be charged to tax again in G 38
the hands of the same person.

A new provision for the service of notices afier the (New) Draft -
partition of a Hindu family has been added. Gl get (1)

A new provision has been added requiring every In- (Ncw} Dz‘afb
come-tax authority to endorse documents placed on  the U
file and to refer to the documents in any order which is
based on the document,
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LIST IT

Changes recommended in the Income-taxr Act but not
embodied in Appendix I

Besides the changes already embodied in the draft
proposals in Appendix I, the following changes are recom-
mended in the Act, (These have not been embodied in
the draft proposals in Appendix I).

- The reasons in support of these changes have been
stated below, or, in the body of the report or the notes
to the relevant draft clauses ;. —

Existing Sec- (1) The provisions for taxing the income of a resident

tion 4 (1) (b) which accrued outside India in past years pnd is

(iit). brought into India in the accounting year, should
be deleted’.

Existing Sec- (2) The category “not ordinarily resident” may be

tions s. 4 (1) totally deleted”.

a2nd Prov.

‘gﬁa";‘ﬁg) If the provisions relating to persons not ordinarily re-

sident are retained, some clarification of the existing defi-
nition is necessary, so as to settle the conflict of de¢isions
mentioned in the body of the report’.

Existing Sec- (3) The provision relating to income which agcrued

tion 4 {1), in a Part B State or a merged territory before the exien-

Expl. 4. sion of the Income-tax Act thereto and which is brought
into any other part of India thereafter, should be omitted,
as obsolute’. :

Existing Sec- (4) The existing words “subject to the provisions of
tion 4 (3}i). clause (¢) of sub-section (1) of section 16", contained in
existing section 4(3) (i), opening line, should be de ted’.

Existing Sec- (5) Whether the provision authorising the Diregtor of

tion 5 (8). Ingpection, the Commissioner ete. to issue instructichs to
subordinate officers should be retained, may be cobsider-
ed'.

Existing Sec- (6) The limit of one-fifth of the salary laid down at

tion 7 (1), 1t present in respect of rebate for sums deducted from 'salary

Prov. for deferred amunities etc.. should be raised to one-fourth,
on the lines of section 15(3) as amended by the ance
{(No. 2) Act, 1957'.

1 ¥ide para. 22 of the bady of this Report; this relates to draft clause ¢ (1).
(4.

2 Pide para. 22 of the body of this Report, and para. (1) of potes to draft
clause 6 and also para. {3) of notes to draft clause 4.

% See para. 22 of the body of this Report.

4 Vide para. 22 of the body of this Repart and notes to draft clause 4, para.
(13). second sub-paragraph.

8 Vide notes to draft clawse 12, pars. g (b).

* Vids the second para. ¢f notes to 4raft clause 130,

* Vide the second parsg“aph of the hates to draft clawse 88 (1} (ch
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(7) In existing section 7(2) (iii), the words “wholly, Existing Sec”
mnecessarily and exclusively in the performance of his du- tion 1(2) (iii)
ties” may be replaced by suitable words connoting expen-

.ses reasonably incurred in the performance of duties’.

(8) The deduction of one-half of the taxes levied by a Existing Sec-
local authority is at present allowed only in respect of pro- tion » (a)-
perty occupied by a tenant. No such deduction is allowed 3 T™o%
where the property is oceupied by the owner himself. There
is, however, no reason why this deduction should not be
available in the case of property occupied by the owner.

There is no apparent justification for making a distinction
between the two classes of properties',

(8) Certain special statutes lay down the rates of de- Existing Sec-
reciation for undertakings governed by those statutes. Ittien 10 (2)
as been suggested that the rates of depreciation allowed (V)

by such statutes for the purposes of those statutes should
be made applicable for purposes of ingeome-tax also, in re-
lation to those undertakings. If the same rates are adopt-
ed, the assessees owning such undertakings would be saved
a lot of trouble and duplicatidn of labour.

This question requires consideration by the Govern-
ment®. '

(10) Where machinery, plant or furniture is let on hire Existing Sec-
and the income from hire is assessed under head “Income tion 12z (3}
from other sources”, the Act allows the assessee certain o912 {4-
deductions on the lines of.income from business, The
list of deductions so allowed, as given in existing sections
12 (3) and 12(4), does not mention the deductions referred
to in existing sections 10(2) (via) and 10(2) (vib) i.e., the
additional depreciation allowed for new building, machi-
nery etc. and the development rebate allowed for new ma-
chinery ete. These should be:added in sections 12(3) and
12(4) as they stand on the same footing as normal deprecia-
tion®. -

(11) The question of making a provision for the spread- Existing Sec-
over of income in the case of patents on ihe lines of exist- {08 12 AA.
ing section 12AA should be considered®. . ;

(12} The method of calculating the cost of acquisition Expting Sec-
of an asset in the case of capital gains, may be simplified tiop 12 Bz}
by substituting the fair market valug or the actual cost, 9128 (2.
in place of the present complicated p‘rovisions‘.

i
(13) The Income-tax Offiger (or, preferably, the Ins- &ﬁ"‘ﬂ ing $oc-
pecting Assistant Comumissioner shouﬁl issue a certificate " 15 8.
to an institution qualifying under existing section 15B, so

1 ¥Vide notes to drafi clause 16 (iv), in paragraph 6 of the rotes 1o draft
<lauses 15 to 17,

2 This relates to draft clause 24 (1) (i).

2 This relates 1o draft elause 3z (1) (i) and (ii}.

4 This relates to draft clause 6o (ii).

8 Vide notes to draft clause 187, lastp'.\ua.

* Vide notes to draft clavse 51.

1
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Existing Sec-
tion 16 {2}.

Existing Sec-
tion 16 (2).

Existing Sec-
tion 16 (3).

Existing Sec-
tions 17 (6)
and 17 (7).

Existing Sec-
tion 18A (5},
and its 2nd
Froviso.
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that assessees making donations to such institution need.
not prove, in each individual case, that the institution falls
within the section'.

(14) The provision for grossing up of dividends should
be simplified’. .

The question of requiring companies to deduct tax
from dividends may be considered'.

(15) Regarding grossing up of dividends, it is further
recommended that where a dividend is declared out of pro-~
fits taxed in earlier years, and there are no taxable profits
of the company in the year of declaration of the dividend,
the grossing up should be allowed at the rate which would
have been applicable to the company in the year of decla-
ration if the company had got any taxable income, This
would clarify the position®.

(16) Under existing section 16(3), the income arising
to a wife from her membership of a firm in which her hus-
band is a partner, is included in the total income of the hus-
band. In modern times, however, a large number of
partnerships have come info existence, in which the wife
contributes substantial capital, or renders active assiptance
by virtue of her professional gqualifications. It is recom-
mended that the provision in question should not apply

to professional partnerships in such cases. (The case of a

wife working in partnership with her husband as a doctor
or lawyer may be cited as 2 typical example.)

1t may be noted that the provision in question was
enacted at a time when women had no resources of their
own and had not joined the jearned professions. With the
changes in economic and social conditions that have taken
place in modern times, the provision must be modified.
This will also be in accordance with the spirit of article 13
of the Constitution, since it will place husbands and wives
on an eqgual footing'. :

(17) Capital gains should be completely excluded from
the total income of the assessee for the purposes of super~
tax’. : .

(18) The correct consiruction of existing section 184
(5) and iis second Proviso should be examined, with refer-
ence to the alternative draft given in the notes’. '

3 Vide the last paragraph of notes o draft clause 8g. .
* Vide pata. 40 of the body of this Report and alsa notes to draft clause so{2).
® Jide notes to drafi clause 59 (2).
« ‘Ihis relates to draf clause 59 {2).

. & This relates to draft clause 67 ().
 [ide notes to dratt clause 125, Inst para.
2 Vide notes to draft clause 222 (8).

ot
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(19) A separate form of return should be prescribed Existing Sec-
for losses incurred by an  assessee, which the assessee ‘om 22 (2A).
wishes to carry forward’.

(20) The existing provision regarding assessment of Existing Sec-
registered firms, resulting in double taxation of the same 10023 (5 a
income to some extent, should be deleted’. ().

The provisions for registration of firms should not be
administered in a hyper techmical manner’.

(21) The present anomalous position regarding assess- Existing Sece
ment of companies in respect of distributed and undistri- tion 23 A.
buted profits should be removed. The anomaly arises from
the fact that existing section 23A of the Income-tax Act
encourages the maximum distribution of profits, while the
provision in the Finance Act aims ai the minimum distri-
bution of profits’.

{22) It is further recommended that a provision should Exiting See-
be added to the effect that in passing an order under exist- tior 234. (1)
ing Section 23A(1), the Income-tax Officers should also -
take into account the current business requirements of
the company. He should not pass an order under the
section if he is satisfied that having regard to current busi-
ness requirements, the declaration of a larger dividend
would have been unreasonable’, '

(23) An assessee should, along with his return of Existing Sec-
income, pay tax on the basis of his return. An order of tion 238 (1).
provisional assessment by the Income-tax Officer should
not be necessary. Such a system of voluntary payment of
tax by the assessee will save considerable time of the
Department’,

(24) 1t should be considered whether it is necessary to Existing Sec.
retain the concessions allowed by existing sections 25(3) tidhs 25 (3)
and 25(4), relating to discontinuance of or succession to a anfl 25 (¢)-
business assessed under the 1918 Act, The lapse of time
since the 1918 Act would seem to render this provision un- |
necessary’. .

1 This relates to draft efause 143 (3).

@ ¥ Pide para 65 of the body of this Report and notes to draft clause 189
3).

* Vide para 65 of the body of this ‘Report. This relates mainiy to draft
clauses 18g and tgo, .

¢ Vide the last three paragraphs of the notes to draft clawse 113.

{’ }Vide para. 54 of the body of this Report, This relates to draft clause
rig {2}
® ‘This relates to draft clause 145.

* Vidy the last paragraph of notes tb clause gt; - :
1—1 Law Com,./56. ; ‘ : |
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Existing Sece {25) Appeals against assessments of income-tax in ex
tion 31, cess of rupees one lakh should be heard by the Commis-
sioner and not by the Appellate Assistant Commissioner

as at present’. Other appeals should be heard by senior
officers whose scale of pay is attractive'.

Exiting Sec- (26) It is recommended that a notice under section 34
tion 34 (i),

st provise Should not be issued in any case after the expiry of six-

(). teen years from the end of the assessment year in which
the income was first assessable’.

Existing Sec-

tion 40 (1), (27) Existing section 40{1) should not make a men-

tion of trustees. It should be confined to guardians of

minm:s and commiittees and managers of lunatics and
idiots".

M. C. SETALVAD,
{Chairman}

‘M. C. CHAGLA,

K. N. WANCHOOQ,

- P.SATYANARAYANA RAO,
N. C. SEN GUPTA™
V.K. T. CHARI*

D. NARASA RAJU*
5. M. SIKR1?*

G. 5. PATHAK*

G. N. JOSHI,

N. A. PALKHIVALA.

K. SRINIVASAN,
DURGA DAS BASU,
Joint Secretaries.

New DerH;

The 26th September, 1358,

*Besides Dr. Sen Gupta and Shri Narasa Raju and Pathak, who are
mentioned in the forwarding letter, Shri Chari and Shri Sikri have also
authorised the Chairman tosign the report on their behalf,

1 See paragraph 102 sbove.

¥ Vide para. 62 (7) above, |

? Vide notes to draft clause 169 (1) (ii).

] [‘E-Sf)nd Gupta bas signed the report, subject to the Note appended at
c end,
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]
]
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80. Submission of return of losses . Sec. 22 (24) part.
CHAPTER VI
INCOME ON WHICH NO INCOME-TAX 15 PAYABLE
81. Earned income . . . - Sec. 15A.
82. Co-operative Socicty . - . . - Sec. 14(9) _
83. Dividends from Co-operative Society . . - See, 14(4)
84 Marketing Society . . . . - Sec. 14(5)
85.  Newly rstablished industrial undertakings . . Sec. 15C part.
86, Dividend from new industirial underiaking Sec. 15C (4)
87. Onher income . . Sec. 8, 2nd and 3rd provisoa
Sec. 14 (2) (a), Sce. :t(a)
(za} and Sec. 14 (2) ().
CHAPTER Vill
REBATES AND RELIEFS
88. Rcbatcon life insurance premia, annuities and Sec. 15
contribution to Provident Fund etc.
89. Donations for charitable purposes Sec. 158 part.
Reliefs for Income-tax
90.  Salary paid for more than one year Sec. 60 (2) part
9. Business assessed  under the Income-tax Act, 1918 Sec. 25 (3) & (4) panis.
CHAPTER IX
DOUBLE TAXATION RELIEF
52. Agreement with countries . . . Sec. 40A
93. Countries with which no agreemeny exisls . Sec. 49D
9¢. Reliel o company to be regarded as relicf to share-
holder . . . . . . . Sec, 49C
CHAPTER X
FROVISIONS AGAINST AVOIDANCE OF TAX
95 Ceriain transactions with non-residents Sec. 42(a)
96.  Avoidance of income-tax by transctions resuiting in
svansfer of inceme to non-residents Sec. 44D
97.  Avoidance of tax by certain transactions in securities  Secs, #4E and 44F
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Clause Subject matter Existing section
CHAPTER XI . '
. SUPER-TAX
Principal Provisions
98. Charge of Super-tax . . . \ . Sec. 55 part
99. Total income from Super tax . . . . Sec, 56.
too. Businzss, Profession or vocation charged undcr
1918 Act . . . . . Sec. 25{(4) prov.
1o:1. Deductions under interest on securities . . . New
102.  Applicability of provisions to super-tax . . . Seec. 58 (1)
103. Avoidance of super-tax . . . . . New,

Tngomes whick de not form part of tolal income for super-tax

104. Share in unregistered fivm or association of persons . Sec. 58, and  prov.

105. Co-operative Society . . . . . . Scc. 14 (3) part.
106. Dividends from co-operative Society . . . Sec. 14{4) part
107. Markeiing Sociely . . . . . . Sec. 15 (5) part
108. Dividends from certain companies . . . . Sec. g6A.
Rebate of Super-Tax

10g0. Donations for charilable purposes . . . . Sec. t5B part.
110.  Newly established industrial undertakings . . Sec. 150 part and

Sec. 1%{q) part.
1ti. Share from registered fism. . . R . Sec. r4{2)(aa), part
tiz. Relieffor salary received in arrear ctc. . . . Sac. 6o(z) part

!
Additiongl Super-Tax on undisiributed Profits

113. Super-tax on undistributed income of ¢ertain companies  Sec. 23A(1)

114. Special provisions for certain companics . . . Sec. 23Afay
115. Approval of Inspecting Assistant Commissioner . . Sec. 23A(B)
116. Saving for company in which public are interested . Sec. 23A(g)
117. Company in which the public are substantially
. interested | . . . . . . Sec, 23A Expl. 1.
118, Distributable Iacomc . . . . . . Sec. 23A(1) part.
119 Invesitment Company . . . . . « New
120, Stalutory percentage . . . . . . Sec. 23A, Expl. 2. .
\ L
C CHAPTER XII
DETERMINATION OF TAX IN GBRTAIN SPECIAL CASES
121. Determination of Income-tax . . « Sec, 17(2) part.
122. Tax on accumulated balance of Recogmsed Provident
Fund . . . . e - . . . New.
123, Tax o7 compensation. . . . . . . Sec. to{5A) part and New.
124. ‘Tax in the case of non-residents . . . . See.1p{1).
125. ‘I'ax on capital gains in cases of assessces other than .
companies . . . . - . Sec. 17(6).

126. Tax on capital gains in case of cmpamcs . . Sec. 17(7).
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Clavse Subject matter Existinz section

CHAPTER XIII
INCOME-TAX AYTHORITIES.

Appointment and Condrol

127,  Income-tax Authoritics, . . . - Sec. g{1}.
128.  Appointment of Income-tax Aulhor:t:cs . . « Sec. 5 part,
129. Control of Income-tax Authorities. . . . « 8Sec. 5 part,
£30. Instructions to subordinate Authorities . . « Sec. 5 part.
131, Jurisidiction of Income-tax Authorities . . . Bec. 5 part. .
132.  Transfer of case from one Income-tax officer to anotber Sec, 5(7A} & New
133. Change of Incumbent of an office . . . . Bec. 5(7C)
134. Authority competent 10 take or continue certain pro-

ceedings . . . . . New
115. Tncome-tax officer cnmicd 10 asgesy. . . . . Sec. 64

Powsrs

136. Power regarding discovery, production of evidence etc. Sec. 37 part.

137. Power of search and seizure. . . . . . Sec. 37 part.
138. Power to call for information. . . . . . Sec. 38.
139. Powcr to inspect registers of companies . . . Sec. 3g.
540. Powers of Directors of Inspectmn a.nc! Inspccung Assislant
Commissioners | Sec. 5(78B) part.
Disclosure of Information
t41. Disclosure of information prohibited |, . . . Sec. 54,
r42. Savings regarding voluntary dlscloaure by peucm mak-
ing the statement ete. . . New.

CHAPTER XIV
PROCEDURE FOR ASSESSMENT

143. Rewrn ofincome . . . . . . . Sec. 23(1), (2), (2A) part,
(1 & (5}

544. Return by whom to be signed . . . . . New.

145. Provisional assessment . . . . . . Sec. 238 part.

146. Erquiry before assessment . . . . . Sec 22(4) & New. .

Y47 Assessment . . . . . . . . Sec. 23(1), {2) and {§) )

148. Best judgment assessment | . . . . . Sec. 23{4) part '

149- Relevant material . . . . . . . New.

150. Method of accounting . . . . v Sec. 13,

151.  Reopening of assessment at the instance of the agsessec  Sec. 27.

t52. Income escaping asscssment, . . . . . Sec. 34(r) part.

153. “‘Income which has escaped assessment’’ . . . Sec. g4 (1) part.
154. Issue of notice where income has estaped assessment . Sec. 34 (1) part.
155. Time limit for issue of notice . . . . . Sec. 34 (1) part, (3} part.

156. Provision for cases where notice of sssessment is issued Sec, 34 {3) part.
after appeal ete. . . . .

157. - Sanction for issue of notice . . . .

. Sec. 34 {1) part.
158, Other provision . . . . Sec. 34 (1) part 94 (2.
159. Saving regarding time lzmn for comp!cuon . . New.

160. Time limit for comp!ctmn of assessrpent and #e-ansess-
ments, . . . . . + Sec. 34 {(3).



Clause Subject matter Existing section
161.  Reciification of mistake. . . . . . . Sec, 35 {1) (2) () & {4). "
162. Other amendments . . . . . . . Sec. 35 (5), (8) & {g}.
163. Notice of demand . . . . . . . Sec. 2q.
t64. Intimation of loss . . . . . . Sec. 24 (3)-
165. Intimation of assessment of ﬁrm . . . . Sec. 23 (6).
166. Information and Returs. . . . . . Segsr 20A, 21, 19A and Sec,
; 58T,
167, Certificate by company to share holders rccewmg
dividends. . ~ Sec. 20.
CHAPTER XV
LIABILITY IN SPECFAL CASES
A. Legal Rcpresentatives
168. Legal representatives . . . . . Sec. 24B.
B, Represemal;w assesszes—General provisions
169. Representative assessee . . . . . Sec. 42 (1), 40 (x), 41(1).
ty0. Liability of representative asscssee . ; . . Secs. 40 part g1 part and
17:.  Right of representative assessee to recover tax paid . Nrjmnd Sec. 42(1) part.
172. When representacive assessee personally liable. . . New.
C. Representative assessees=wspecial cases
173. Who may be regarded as agent . . Sec. 43.
174. Charge of tax where shares of beneficiaries unknown . Sec. 41 (1), 13t prov.
175. Case where part of trust income is' chargeable . . Sec. 41 (1), 2nd prov.
L. Representative astessees—General
176. Remedies against Property in cases of represcmatwe as- New.
SE55€88, . . -
177. Direct assessment not barred. . . . . . Sec. 4t {2) and Sec. 42{1):
paris.
E. Executors
378. Execcuiors. . . . . . New.
179.  Right of executor {o recover tax pazd . . . New,
F. Succession to business, profassion or vocation.
180. Succession to business. . S . . . Sec. 26 (2).
. Partition
181. Assessment after partition of a Hingdu undivided family. Sec. 25A and New
) H. Shipping business of men-vesidents
182. Shipping business of non-residents. . . . . Secs. 44h, 448 and; 44C.
1. Recovery of tax ir respect of mon-residents i
183, Recovery of tax in respect of non-resident from his assets  Sec. 42 (1), 1t Praw.
JF- Pessons leaving India '
184. Assessment of person leaving Indie. . . . . Sec. 24A. i
K. Discontinuance of business or dissolutipn .
185, Discontinued business. .~ . . . . . Sec. 25 (1)
186. Dissolved association of persons, . . . Sec. 44 part.
L. Special provisions for certain kinds of income
187. Royaliies or copyright fees for lnerary or artistic work
and fees for patents. . . Sec. 12AA.
M. Lmbdnp qf State Gmmsm -
188. Interest on income-tax fﬂ:c mmau of a Stlte Govcm- i

ment . . . - - See. 8, grd prov.



Clause

18g.
190,

191,
1g2.

193

195.
196,

1q7.

169.
200.

201.
0%,

203,
204.
205.

204,
207.
z208.
- 209,
210,
215,
212,

213,

2i1g4."

a4
Subject matter

CHAPTER XVI

Existing section

SPECIAL PROVISIONS APPLICABLE TO FIRMS

Astessment
Assessment of registered firms
Assessment of unregistered firms
Registralion

Application for registration
Procedure on receipt of application

Cancellation of registration

See. 23 {5} (a).
See. 23 {5} (b).

Sec. 26A. part.

Sec. 26A, (2) part
Sec. 23 (4) part,
and New,

New and Sec. 23 (4) part.

Changes in constitution, Succession and dissolution

Change in constitution of & firm. . . . .
Succession of one firm by another firm
Firm dissolved or business discontinued

Other provisions

Other provisions

CHAPTER XVII

Sec. 26 (1).
New,
Sec. 44 patt.

New.

SPECIAL PROVISION RELATING TO COMPANIES

List of provisions applicable to companies

CHAPTER XVIII

TNew.

COLLECTION AND RECOVERY OF TAX

A—Leneral+

Deduction at source and advance payment . .
Direct payment . . . .

B—~Deduction ai source
Satary

Interest on Sequrities .

Dividenps
Other sums . . .
Certificate for deductxon at !owcr rate

Tax deducted is income received

Credit for Tax deducted . - . .

Duty of person deducting tax . . . .
Consequences of failure to deduct or pay
Deduction only one mode of recovery

Certificate for tax deducted -

Persons responsible for paying . .

Bar against direct demand on assessee . .

Savin, 3 rcgardmg tax dccmed to have bccn. patd on
divi - .

. Sec.

New.
Sec. 19.

Sec. 18 {2), (24) & (2B}
18 (3) part, (3A}

Sec. 18 (3D} part.
Sec. 18 (3B}, (3C) parts.

Sec. 18. (3), (34), (3B)
{30), (3D}, parts.

Sec. 1B(4).

" Sec. 18(s5) part.

Sec. 18(6).

Sec. 18(7).

Sec. 18(8}).

Sec. 18(g). -

Sec. 18, Expl.

Sec. 7(1), 2nd prov.

New,
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R15,
216,

217.

218,
2149.

220,
221,
222,
223.
224.
225.
206,
227.
228,

229.
230.
231,

292.
294.
234
235
230,
237
238,
250.
240.
241-
242,
243.

244.
245.

246.

247
248.

85

Subjcct matter

C—Aduanee payment of tax

Advance tax and income subject to advance tax .
Condition of liability to pay advance tax . .
Computation of advance tax

L3

Order by Income-tax Officer
Instalments of advance tax

Estimate by assessee

Commission receipts . .

Interest payable by Govermment . .

Taterest payable by assessee . .
Tnterest payable by assessee in cases of undemmnatc etc.
Interest where no estimate made

When assessee deemed to be in default

Credit for advance eax . . .

Exclusion of capital gains

D—Collection and Recovery

When tax payable and when assessee deemed in default
Interest pay:ble when tax in default .
Certificate to Collector

Collector to whom certificate is to be issued.

Validity of certificate and amendment thereof .
Amendment, canceliation or withdrawal of certificate
Other modes of recovery . . .

Recovery through State Government
Recovery through Collector in Pakistan .
Recovery of Pakistan zax

Condition for recovery of Indian tax in Palustan. or of
Pakisian tax in India . . .

Recovery of Penaltics

Fax Clearance Certificate .
Period for commenting recovery proceedings
Recovery by suit or under other law

Existing section

Sec. 1BA (1) (a) patt.

Sec. 18A(1) {a) part.

Sec. 18A (1) {a) part and
New.

Sec. 1BA(1) {a) part

Sec. 1BA(1) (a) part and
{1)(b).

Sec. BA{2) & (3}

Section 18A(3g)

Sec. 1BA (5) part

Sec. 18A (8)

Sec. 18A {1}

Sec. 18A (B) "

Sec. 1BA (10)

Sec. 18A (11}

Sec. 1BA {12).

Sec. 45.
Sec. 46(r).

Sec. 46 (2) & 46 (7) Expl.
part.

MNew.

New.

New.

Sec. 46 {7} Expl. part Sec.

46 (s}, {5A) {(3), (‘lr)

Sec. 46 (6}.

Sec. 46 (8)

Sec. 46 {9}

Sec. ¢46 {10}

Sec. 47.

Sec. 46 A.

Sec. 46 {7).

Sec. 46 (7) Expl. paxt.

E—T ax payable tinder provisional assessment

~Recovery of 1ax payable under provisional assessment
Tax paid by deduction or advance payment . .

CHAPTER XiX

TAX DEEMED TO HAVE BEEN PAID ON
Tax deemed 1o havé been paid on dividends
CHAPTER XX
REFUNDS

Refunds . . .
Person cnmlcd to claim rei‘und in certain spbclal cases

Sec. 29 B (5).
Sec. 23 B (6.

DIVIDENDS

‘Secs. 18 (3) part and 49 B

Sec. 48 (1)
Sec. 49 F.



Clause Subject matter
249. Form of claim for refund, and limitation, . .
250. Refund on appeal etc. . .

251, Correciness of assessment not to be quesnoned
252. Interest . . . . . .
253. Setsoff of refunds against tax remaining pavable

CHAPTER XXI

APPEALS AND REVISIONS

Existing section
New.

Sec. 48 {2)

Sec. 48 (4}
New.

Sec. 49 E.

A—Appeals to the Appatlate Assistant Commissioner

254. Appealable orders. . . . . .
255. Appeal by partner.

256 Appeal by person denying llabllll}’ to deduct ax
®5f. Form of appeal, and limitation .

258.  Procedure in appeal

259. Powers of the Assistant Appellate Commissioner

B—Appaals to High Court
260. Appealabie orders . .

261. Limitation

262. Form of appeal . . . .

263. Powers and Procedure . .

264. Hearing by Bench . . . .

265. Communication of order in appeal , . .
266. Costs . . . . - .

267. Refund conscqucnt!al on appeal

C—Appeals to Supreme Cotrt

268. Appealable Judgment . . . . .
269. Procedure . | . . . . .

Sec. g0 (1) part

Sec. g0 (1) 2nd prov.
Sec. 30 {1A)

Sec. g0 (3), 3o (2) pant

Sec. g0 (1) part, 31 (2), 8t
(zA}, 3 (3} 2nd prov.; 31
{5} and New.

Sec. 31 {3) part & New,

Sec. 33 (1) part. 3%:{2) part
33 B {(3B) part

Sec. 33 (1) part, 33 {2} part
33 B (3} part, 33 (24}
and 66 (7A).

Sec. 33 {3) 2ad 33 B (4] part
Sec. 66 (5) part

Sec. 66A (1) part

Sec. 66 (5) part

Sec. 66 (6).

Sec. 66 (7) prov. and New,

.
Sec. 66A (2)
Sec. 66A (3) part, New and
GOA. {4)-

D--Appeals to the Central Board of Revenue

270.  Appeals to the Central Board of Revenue .

E——Revision by Commistionsr

271.  Revision of order prejudicial to Revenue .

@72, Revision of other orders . . . .
F—General

273. Tax 1o be paid notwithstanding appeai . .

274 Execution for costs awarded by Supreme Coun
275. Amendment of assessment on appeal . .;

New,

Séc. 33 B (1) & 33 B (2)
Sec. 33 A (1) part, Sec.
33A{2) part, Sec. 334(3)

Sec. 66(7) part & 66A(3)
18t prov. part.

Sec. 66 A (3) 2ad prov.
Sec. 31 (4) & 33 (5) modified.

!



Clause
296,
277
278.

279.
28o.
2B1.
282,
283.
284.

286.
287.

288,

289.

2¢0.
291.

292.

293-
294
295.
2g6.
297
2g8.
209.

Subject matter
Exclusion of time taken for copy

Rules by the Supreme Cours

Definitions . .

CHAPTER XXii

Existing section

Sec, 67A.

New,

Sec. 66 (B) & New.

PENALTIES IMPOSABLE BY INCOME-TAX AUTHORITIES

Failure to furnish infocmation regarding securities etc,
Concealment of income or improper distribution of profits
Failure to give notice of discontinuance

False estimate of or failure to pay advance tax,

Procedure . .

Bar against proseculion

CHAPTER XXHI
OFFENGES AND PROSECUTIONS

Failure to make payments or delzvcr Feturns orf statements

or allow inspection

False stateraent in declaration.

Prosecution to be at iastance of Iaspecting Assistant

Commissioner . R

Disclosure of particulars by public servants

CHAPTER XXIV
RECOGNISED PROVIDENT FUNDS.

According and withdrawal of recogaition’

Conditions to be satisfied by recognised provident

Relaxation of conditions

Repugnancy in regulations

Treatment of contributiont and balances
Employer's conmbuhons whed deducted m asscssmg his

income

Employet’s annual contnbunons whc.. deemed 10 be

-

income received by employee

Employer’s contributions exempt
Exclusion of accumulated balance and

total income

Tax on accurnuiated balance .
Deduction at source of mcome-tax payable on accumue

lated balance

Exclusions from

Sec. 44 E (6) part
Sec. 28 (1), (2).

Sec. 25 (2) part

Scc. 18 A {g).

Sec. 28 (3), (8) and (5)
Sec. 28 (4).

Sec. 1.
Sec. 52,

Sec. 53,

Sec. 54 (2) part, Sec.
5¢ {5k

Sec. 58B {1}

°§c %A} mE' {2} (2}
Sec. 58 C (r}!pm.

Sec. 58C (1)

S S ) Pt 58D
Sec. 58C {2)}

New.
Sec. 5BE
Sec. sBF.
Sec. 58G (2)& Sec. 7
Expl. z, prév. part (:)
Sec. 58G(3) &. 58G(1)part
Sec. 5BH. |

Treatment of balance in ncw!y reoogmscdr(ondcnt Funds Sec. 58J(1), (1), (3} & (5)-
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300,
301.
102,
503.
304.
205.

-aob.

307.
308,

309
310.
381,
iR

313

314

315.
a16.

317
318.

319-
320,
g21.

a22.
323.
114.

88

Subject matter
Other Progisions
Account of Recognised Provident Funds . .
Appeals . .
‘Treatment of fund transferred by cmployer o trustee

Provision relating 1o rules
Application of this Chapter
Dwhnitions . . . . . . .

CHAPTER XXV

Existing section

Sec. 58 1
Sec. 588 (4)
Sec. 58K
Sec. 58L
See. 58M.
Sec. 58 A

APPROVED SUPERANNUATION FUNDS

Approval
Approval and withdrawal of approval
Conditions for approval

Application for approval . . . .

Treatment of Investment and Contributions

{ncome from investroent . . . .
Employer's contribution—deduction for . . .

Employee’s contribution when exempt

Contributions pa:d to cmpioyee when  deetned to be

income_ . R

Deduction of 1ax on

contribution paid
employee . . . . . .

Other Provisions

Deduction from pay of and contributions on behalf of

employee to be included in retura . .

Liabilities of trustces on cessation of approval of funds

Particulars to be fumlshcd n respec: of Supcrannuauon

Funds
Provisions relating to rules
Definitions . . . . .
CHAPTER XXVI
MISCELLANEOQUS
A—Miseellaneous Provisions
Bar of double taxation under the Act .

Service of notice-—general . . . .

Service of notice where fam;!y is dlsrupted or ﬁrm, ctc.,

is dissoived
Service of notice in the case of discontinued business
Marking of exhibits . . . .
Appearance by authorised representative .

Sec. 58 0. |
Sec. 58P part & New.
Sec. 58Q2.

Sec. 58 R part
Sec. 58 R part
Sec. 58 R part

Sec. 588 (1)

Sec. 588 (2)

Sec. 58T
Sec, 58U

See. 88V
MNew

Sec. BN

New
See. 63

New

Sec. 25 {6}

New

Sce. 61 part, and New.
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Llavae Subject matter Existing section
3z5. Receipt to be given . . - : . e . Sec.62
326. Indemnity . . . . . . . . Bec. 65
3a7. Bar of suits in Civil Court. . . . . . Sec. 87
328. Act 0 have effect pending legislative provision for
charge of tax . . . . . . - Sec. 67B
B—Rules
32g. Power to make rules . . . . . . Sec. 59
Firat Schedule  Insurance business . . . . Schedule,

Second Schedule  Procedure regarding recovery under vari-
cus modes mentioned in section 242 (1) New

Third Schedule  Manner of recovery by distraint and sale
- of moveable property under section
246 (6) . N . . . . New



Clauses 1-2
APPENDIX 1

Proposals as inserted in the body of the existing Act®.

(This is, however, 1ot to be treated as a Draft Bill.}
. [Corresponding sections of the existing Act are noted
in the margin, and additions to -the brovisions of the exist-
mg Act are shown in the text in italics, wherever pos-

sible.]
THE INCOME-TAX ACT, 19—
CHAPTER I

Secti PRELIMINARY
Short . tite, 1. (1) This Act may be called the............. Income-
extent and tax Act, 19 .
COMmeEnRce. ]
Y (2) It extends to the whole of India.

(3) It shall come into force on the ist day of April,

ls)‘ff:;‘i‘:‘iom 2 2. In this Act, unless there is anything repugnant im
“Agricultu- the subject or context,—

ral income’’

(s. 2 ()] (1) “agriculiural income” means—

{a) any rent or revenue derived from land which is
used for agricultural purposes, and is either asses~
sed to land revenue in Indiz or subject to a local
rate assessed and collected by officers of the Gov-
ernment as such;

(b} any income derived from such land by—
(i) agriculture, or
(i) the performance by a cultivator or recetver of
rent-in-kind of any process ordinarilljg employed
by a cultivator or receiver of rent-in-kind #o ren-
der the produce raised or received by him fit to
be taken to market; or ' ‘

(iii) the sale by a cultivator or receiver of rént-in-
kind of the produée raised or received by him
in respect of which no process has been orm-
ed other than a process of the nature espribed
in paragraph (ii) of this sub-clause;

*In the draft clauses, references to any other draft clause have been put in
2 condensed form.  For example, if section 161 (b) is to be referred to, it is
referred to only as “161 (b)’ and not as “‘clause (b} ofs. 163", The object is
1O Cconomise space. ’

References within rectangular brackets are to sections of the existing Act
{or, in some cases to e topie dealt with in the section referred to).

80
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Clause 2

{c) 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 in peragraphs (it} and (i) of
sub-clause (b} is carried on :

-

- Provided that the building is on or in the immediate [s- 72 (1) (o)
vicinity of the land, and is a building which the receiver Previsl
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
ocut-building;

. _ .

(2) “annual value”, in relation to any property, means “Ammual
its annual value as determined under section ............ 23... value”
[Section re : determination of annual value for income [New]
from house propertyl, .

(3) “Appellate Assistant Commissibner” means a person ‘;appcnatc
appointed to be an Appellate Assistant Commissioner of Assistant

. i : Commission-
%g;:ﬁme tax under section ... ... ... 128(1) ... ... {Section 5 57 5.2 (3)]

(4) “approved superannuation fund” and “recognised ‘“Approved
provident fund” have the meanings assigned to them in SUPFTanDuas

section ... ... .. 318 ... ... ... (58N} and section 305 .of « fm_

[68A], respectively ; nisdd  provi-
denk fund"
[New] -

(5) “assessee’” means a person by whom income-tax or “Asksessee”
super-tax or any other sum of money is payable under I % (2)]
this Act, and includes—

{a} every person in res%ect of whom any proceeding
under this Act has been taken for the assessment
of his income or of the income of any other per-
son in respect of which he is gssessable, or of the
loss sustained by him or by such other peérson
or of the amount of refund due to him or to such
other person; '

(b} every person who is deemed to be an assessee un- |
_der any provision of this Act; :

{(c) every person who is deemed to be an assessee in
default under any provision of this Act; _
{6) “assessment” includes re-gssessment; : ‘[}{’I\:‘!ﬁ“m‘"
(7) “assessment year” means the period of twelve “Astisment
months commencing on the lst day of April every year; ![v';?w]

(8) “average rate of income-tax” means the Tate arriv- «pverage rate
- ed at by dividing the amount of income-tax calculated on of ipcome-tax
the total income, at the rate or rates applicable to the total and] average
income, by the total income: |
1—1 Law Com.f38 :



Clause 2
Tate of super- “aperage rale of super-tax” means the rate arrived at
tax" by dividing the amount of super-tax calculated on the
{New] total income on which super-tox is chargeable, at the rate
or rates applicable to such total income, by such total in-
) come
“Business” (9 “business” inecludes any tiade, commerce or manu-
fs- 2 (4] facture or any adventure or concern in the nature of trade,
commerce or manufacture;
“Capital (10} “capital asset” means property of any kind held
asser", by an assessee, whether or not connected with his business,

b2 @A) profession or vocation, but does not include—

(1) any stock-in-trade, consumable stores or raw mate-
» rials held for the purposes of his business, grofes-
sion or vocation;

(ii) personal effects, that is to say, moveable prgperty
(including wearing apparel, jewellery and Hurni.
fure)} held for personal use by the assessee or any
member of his family dependent on him;

(iii) agricultural lend in India;

“Central (11} “the Central Board of Revenue” means thd Cen.
?{W'd , % tral Board of Revenue constituted under the Central d
evonue + of Revenue Act, 1924; ;
fs. 2 (4B)] :
4 0of 1924 . ;
*Commission- (12) “Commissioner” means a person appointed t4 be a
g”; )] Commissioner of Income-tax under section 128(1), [5¢2)];
" 'Company™ 13) “company” means— "
[s. 2 (AN (13) pany”’ m l

(i) any Indian campany, or ,

{ii} any association, whether incorporated or neoi and
whether Tndian or nohilndian, which is or wis as-
sessable or was assessdd; as a company for the assess-

11 of 1922 ment year 1M7-1948 wuhder the Indian Income-tax
Act, 1922, or ‘which i declared by general or spe-
cial order of the Cenkral Board of Revenue Lo be
a company for the phrposes of this Act; i

“Co-opera- (14) “co-operative society” means a co-operative s¢ciety
tive society”. registered under the:Co-opefptive Societies .Act, 1942, or
=2 5B under any other law for the!time being in force in| any

2of191% Gtate for the registration of ¢o-operative societies;

«Director’’ (15) “director”, “manager’ and “managing ageni”, in
“Manager”, relation to a company, have the meanings respectively as-
& “Manag- gigned to them in the Compaties Act, 1956; :

ing agent™. : :

{s. 2 (BA)]

1 of 156, ) .
“Director  of (18) “Director of Inspection” means a person appoint-.
Imspection”™. ed to be a Director of Ins ibn under section 128(]), [5
[s. 2 (6)] (1)}, and includes a person appointed to be an Addigional
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Clause 2

Director of Inspection, a Deputy Diregtor of Inspection or
an Assistant Director of Inspeciion:

(17) “dividend” includes— “Dividend®.

(a) any distribution by & company of accumulated fs. 3 (680
profits whether capitalised or not, if such distribu-
tion entails the release by the company to its
share-holders of all or any part of the asseis of
the company;

(b} any distribution by a comp of debentures, de-
benture-stock or deposit certificates in any form,
whether with or without interest, to the extent to
which the company possesses accumulated profits,
whether capitalised or not ;

(¢) any distribution made to the share-holders of 2
company on its liquidation, to the extent to which
the distribution is attributable fo the accumulated
profits of the company immetliately before its li-
guidation, whether capitalised or not;

{d) any distribution by a company on the reduction
of its capital to the extent to which the company
possesses accumulated profits which arose after
the end of the previdus year énding next before
the 1st day of April, 1833, whether such accumu-
lated profits have been capitalised or not;

{e) any payment by a company, not being a company
in which the public are substantially interested
within the meaning of sectioh 117 [23A Expl. 1],
of any sum (whether as representing a part of
the assets of the company ot otherwise) bg way
of advance or loan to & sharehgider or any payment
by any such company, on bel'%l.( or for the indivi-
dual benefit of a shareholden, to the extent to
which the .company in either; case possesses accu-
mulated profits; but “Hividend”' does not include—

(i) a distribution made in accordahce with sub-clause
(¢) or sub-clause (d} in respect of any share issu-
ed for full cash cossideratibn where the holder
of the share is not ¢ntitled In the event of liqui-
dation to participate in theshrplus assets;

(ii) any advance or loan; made tp .a shareholder by a
company in the ordinary opurse of its business
where the lending 'of money is a substantial
part of the businegs of the company;

(iii), any dividend paid by a company which is set off
by the company agginst the whole or any part
of any sum previously paid by it and treated as

. a dividend within the meaning of sub-clause
(e), to the extent to which it is so set off.

Explanation 1.~The expr¢ssion “Rqcumulated profits”,
wherever it occurs in this , shallinot include capitai
gains arising before the 1st d¢y of ; 1946, or aftar the
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Clause 2

351}216 day of March, 1948, and before the 1st day of April,
1936 '

Explanation 2—The expression “accumulated profits”,
in sub-clauses (a), (b), {d) and (e), shall include all pro-
fits of the company up to the date of distribution or pay-
ment referred to in those sub-clauses.

“Earned ine (18) “earned income” means any income of an asses-

come™. see who is an individual, Hindu undivided family, un-

[s.2 (6AA)] ragistered firm or other association of persons not being a
company, a local authority, a registered firm or a firm as-
sessed under section 190(b) [clause (b) of sub-section (5)
of section 23]— '

(a) which is chargeable under the head “Salaries”; or

(b} which is chargeable under the head “Profits and
gains of business, profession or vocation” where
the business, profession or vocation is carried on
by the assessee; or

(c) which represents the share in the profits and .gains
of a firm, where the assessee is a partner actively
engaged in the conduct of the business, profession
or vocation of the firm; or

(dj which is chargeable under the head ‘Other sour-
ces’ if it is immediately derived from petsonal
exertion or represents a pension or superannuation
or other allowance given to the assessee in respect
of his past services or the past services of any de-

e ceased person;

but does not include any such income on which
no income-tax is payable under section 87(iil} (iv)
and (v) [sub-section (2} of seection 14.]...............

Explanation—Where any such income is, though it

is the income of anether pegson,.....included in the¢ as-

. sessee’s totgl income under the provisions of this Act, it
shall he regarded as earned income in the hands 4¢f the

QSSeSSee;. ... .c........

“Firm”, (19) “firm” “partner” and “partnership” have th i same

;::t‘:::_ and 1 eanings respectively as in the Indian Partnershi} Act,
ip™ 1932; provided that the expression ‘pariner’ included any

a‘[s. 2(68)] person who being a minor has been admitted to the bene-
gof1g3e, fits of partnership: - :

“Income”. (20} “income” includes— +

fs. 2 {6C}1 i
(i) profits and gains.
(i) dividend: ¢
(iii) the value of any perquisite or profit in lieu of

salary taxable under section 17, clauses (3) and
(4) {7, Exgis. 1 & 21;

- |
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Clause 2

{iv) the value of any benefit or perquisite, whether
convertible into money or not, obtained from
a company either by a director or by any other
person who has 'a substantial interest in the
cCompany,............ and any sum paid by any such
company in respect of any obligation which but
for such payment would have been payable by
the director or other person aforesaid;

(v) any sum chargeable to income-taxr under section
41(2) [second and fourth provisos to clause (vii)
of 5. 10(2)] or under section 41 (3), [the second
provisoe to clause {xiv} of sub-gsection (2) of sec-
tion 10] and any sum chargeable to income-tax
under section 41 (1) [sub-section (2A) of s. 10]
or under section 62(1) [sub-section (5) of sec-
tion 12];

{vi) any sum chargeable to income-tax" under section
28(ii)...... {sub-section (5A) of 3. 10] or under sec-
tion 28(iii) [sub-section (6) of section 10];

(vii) any capital gains chargeable under section 45......
fsection 12B(1}, main para, part dealing with
charge];

(viii} the profits and gains of any business of insurance
- carried on by a mutual insurance association or
by a co-operative society, computed in accord-
ance with section 44 [Rule 9 in the Schedule]
or any surplus taken to be such profits and gains
by virtue of that provision:

(ix) any contributions and interest thereon, paid to [New)
an employee by an approved superannugtion
fund, to the extent provided in section 312 [58S
(V) .

Explanation.—In this clause, the expression “person
who has a substantial interest in the company” means a
person who is concerned in the manggement of the busi-
ness of the company, being the benefitial owner of shares,
not being shares entitled to a fived rote of dividend whe-
ther with or without a right to participate in profits, car-
rying not less than twenty per cent. of the voting power.

{21} “Income-tax Officer” means a person appointed "!ni:ome-tax
to be an Income-tax Officer under section 128(1) or 128(2) Offier”.
[3(3)]; fs-2 (M

(22} "Indian company” means a company formed and «ndian com-
registered under the Companier Act, 1956, and includes—  pany”.

. . {s. 2 (74))
(i) a company formed and registered under any 1ofigsé.

previous companies law for the time being in
force in any part of] India (pther than the State
of Jammu and Kashgmir), i _ !
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Clayse 2

(i) in the case of the State of Jammu and Kashmir,
a company formed and registered under any
other law for the time being in force in that

State;
Provided ...................... the registered office of the
““Inspecting company in all cases is in India.
g“"‘a.“f (23) “Inspecting Assistant Commissioner” means a
conems person appointed to be an Inspecting Assistant Commis-
[s. 2 6D)]  sioner of Income-tax under section 128(1) [5(3)];
Tpapector of (24) “Inspector of Income-tax” means a person a
.2 (6£)] pointed to be an Inspector of Income-tax under section 1
{s- 2 (6E)}
(2) [5(3)];
‘[;l_\{:g('gsﬁm . (25) “Magistrate” means a Presidency Magistrate, or
a Magistrate of the first class...... ..
““Non-resi- (26) “non-resident” means a person who is not ¢ “resi-
dent’’. » .
[New] dent - -
“*Person’’. {27} “person” indudes—
[5 2 (9} .

(i} an individual,

(ii}) a Hindu undivided family.

(iii) @ company, . _

(iv}) a firm or other association of persons, wf;ether

tncorporated or not, or the-partners of thé firm
nr the members of the association indivi hually,

(v) a body of individuals, whether incorporatdd or
not. :

{vi) a local authority, aﬁd __
{vii) every grtificial juridicel person, not falling with-
in sub-clauses {i) to (vi). ) -

“Prescribed’,

[s. 2 (10)] (28) “prescribed” means prescribed by rules made un-

der this Act;

“Previous (29) “previous yaar’ meqn& previous year as . ned
Eﬁ;] in section 5 {section defining previous year, placed ir}’ the

draft after section 4};

i
. i
“Principal (30) “principal officer”, used with reference to arocal

[s. 2 (12)) authority or a compahy or ahy other public body oy any
association, means-— ,

(a) the secretary, treasurer, manager or agent éf the
authority, company, body or association, or

(b) any person connected with the authority, com-
pany, body, or asseciation upon whom the In-
come-tax cer has.served a notice of in~
tention of {reating him as the principal cer
thereof; ; 5 '

i f ¢
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. Clauses 2-3

(31) “public servant” has the same meaning as in the “Public aer
Indian Penal Code, 1860; . gt
[s. 2 {l%})
450l :

(32) “registered firm” means a firm registered under “Registered
the provisions of section 192 (a) or under that provision firm",
read with section 191 (7) [26A embodied in sections in the 2 (14)]
chapter on firms dealing with registration];

© {33) “regular assessment” means the assessment......... “Regular
made under section 147 or 148 [23(1) to (5)]; ?:se:gs?cn:@
main  para,
. . part)
(34) “resident” means a person who is resident  iN “Resident”.
India within the meaning of section 6 [4Al; (New)

(39) “tax” means income-tax and super-tar chargeable “Fax".
under the provisions of this Act; New]

(36) “total income” means total amount of in- “Total

come. .. ... reférred to in gection 4 {4(1)] computed in ’[;‘j"‘;“"'{ls)
the manner laid down in this Act; payt)

(37) “total world income” includes all income,............ ;2:53"‘2’““
wherever accruing or arising, except incomes which are not fs.- . 2(z5),

included in the total income under any of the provisions of par]
Chapter I [Incomes which do netngrm part of total in-
come] and except any capital gain which is noi includi-

ble in the total income of an assessge;

(38) “unregistered firm” means a firm which is not a ‘e‘d‘j”“’siﬁ‘"’
registered firm, _ fs. Eﬁ’(r%)j

CHAPTER II

BASIS OF CHARGE

(1) Where any Central Act enacts that income-tax shall Seqtien 3
be charged for any assessment year gt any rate or rates, Chhrge ofin-
income-tar at that rate or thope ratesishall be charged for “O}¢ %
that year in accordance with, and subfert to the provisions (- %1
of, this Act in respect of the fotal inchbme of every person |
of the previous year or years, as the qase may be, for that
assessment year : 1

Provided that where by virtue of any provision of this
Act income-tax is to be charged in respect of the income of
a period other than the previous year, income-taxr shall be
charged accordingly.

{2) In respect of income chargeable under sub-section :
(1), income-tax shall be dedugted at source or paid in
advance, where it is so deduftible o payable under any I
provision of this Aet. - L



Section 4
8cape of total
income,
Residents.

{24 (1) (a),
part ]

{s-4(3)(bXi)]
[a.4(x)(b)(ii)]

54 (1) (®)

1ii)

53‘ 4 (1) Expl.
, read with
s 4 (b))
and a.2{14A}]

Do)

Do ]

Non-residenta
[s. 4 {1) {a},
rt, and 5. 4

1) (€3]

a8
Clause 4 .

(1) Subject to the provisions of this Act, the total in-
come of any previous year of a person who is a resident
includes all income. ...l from whatever source
derived which— .

(a) is received or is deemed to be received in Indig in
such year by or on behalf of such person; or

{b) accrues or arises or is deemed to accrue or arise to
him in India during such year; or

(¢) accrues or- arises to him without India during such
year; or

{d) having accrued or arisen to him without Indig be-
fore the beginning of such vear and after the 1st
day of April, 1933, is brought into or received in
India during such year by him or on his behalf; or

(e) having accrued or arisen to him in a merged ferri-
tory other than Cooch-Behar after the 1st day of
April, 1933, and before the commencement of the
previous year for the assessment year 1949-1950, is
brought into or received in any part of India dther
than that merged territory during such yeer by him
or on his behalf; or

{f) having accrued or arisen to him in g territory which,
immediately before the 1st day of Novehber,
1956, was comprised in a Part B State other

than Jammu and Kashmir, or in the merged ferri-.

tory of Cooch-Behar, after the 1st day of April, 1933
and before the commencement of the previous year
for the assessment year 1950-1951, is brought into
or received in any part of India other than that
territory or merged territory during such year by
him or on his behalf; or . :

{g) having accrued or arisen to him in the Statp of
Jammu and Kashmir after the 1st day of April,
1933, and before the commencement of the prepjious
year for the assessment year 1354-1955, is brqught
nto or received in any part of Indig other than the
State of Jammu and Kashmir during such yedr by
him or on his behealf.’ :

(2) Subject to the provisions of this Act, the total in-
come of any previous year of a person who is a non-resident
includes all income..............covcevini from whatever
source derived which— .

(a) is received or is deemed to be received in India in
such year by or on behalf of such person; or

(b) accrues or ariges or is:deemed to accrue or arke to
him in Indig during sych year. '

H

LR
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Clauses 4-3

(3) Income .................... accruing or arising without [3 40)
India shall not be deemed to be received in or brought into ™™™
India within the meaning of this section by reason only of .
the fact that it is taken into account in a balance sheet pre-
pared in India.

(1) For the purposes of this Act, “previous year” Section 5.
means— Previous year

..................................................................................... [s.-2(11)(i)(a)
(a) the financial year immediately preceding the as- :‘;?ﬁ;’“;:;l
sessment year; or o )‘; 5
(b) if the accounts of the assessee have been made UP main para,
to a date within the said financial year,.................. latter part)
then, at the option of the assessee, the twelve
months ending on such date; or

{¢) in the case of any person, business or company or [s. 2 (11) (1)
class of persen, business or company, such period
as may be determined by the Centra] Board of Re-
venue or by any authority authorised by the Board
in this behalf; or

(d) in the case of a business, profession or vocation...... [s. 2 (5} {)
......... newly set up in the said financigl year, the (g, man
period beginning with the date of the setting up of
the business, profession or vocation end—

(1) ending with the said financial year, or
(i1) if the accounts of the assessee have been made up
to a date within the said financial yeer, then, at
the option of the assessee, ending on that date, or
(iii} ending with the period, if any, determined under
clause {(c), .
As the case may be; or

{e) in the case of a business, profession or vocation Es. g (11} (i)
newly set up in the twelve months immediately (s Frov,
preceding the suid finencial year— ter part)

(i) if the accounts of the assessee have been made
up to a date within the said financiel year and
the period from the date of the setting up of the
business, profession or vocation to such date does
not exceed twelve months, then, at the option of
the assessee, such period, or

(i) if any period has been deteérmined under clause
(c), then the period beginning with the date of
the setting up of the business, profession or voca-
tion and ending with that periad,
As the case may be: :
{f) where the assessee is a partner in a firm and the ;. 201}
firm has been assessed as such, then, in respect of

the assessee’s share of the income..................... of
the firm,......oien the period determined as
mﬁx of the income......

previous year for the 4
................. Of the ﬁﬁeg i ‘
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Clauses 5-6
[ Schedule, (8) in respect of profits and gains from life insurance
Rule 5 (1)) business, the year for which annua) accounts are re-
4 of 1938 quired to be prepared under the Insurance Act, 1938,
or under that Act as read with section 43 the
3§ of 1956 Life Insurance Corporation Act, 1956, immediately
preceding the assessment year. .........................
fs. 2 {11) (i) (2) Where an assessee hag newly set up a business, pro-

(), Prov.,  fession or vocation ir the sgid financial year and his acaounts

rarlier part] gre made up to a date in the assessment year in respect of
a period not exceeding twelve months from the date of such
setting up, then the gssessee shall, in respect of that busi-
ness, profession or vocation, at his option, be deemed td have
no previous year for the said assessment year under sub-
clause (i) of clause (d) of sub-section (1); and such aption
shall, in relation to the immediately succeeding asses¢ment
year, have effect as an option erercised under sub-¢lause
(i} of clause (e) of sub-section (1).

[s. 2 (1) (i), (3) Subject to the other provisions of this sectiog, an
ﬂﬁ:}'“g assessee may have different previous years in respéct of

separate sources of his income.

[s. 2 (12} () 4y ... Where in respect of a particular spurce-
) Provd - of income. ... 1o ) SO R in respect of a business,
profession or vocation newly set up, an assessee has:once
exercised the option under clguse (b) or sub-clause (}i) of
clause (d) or sub-clause (i) of clause (e) of sub-secti (1
0r has once been assessed, than he shall not, in respdet of
that source, or, as the case y be, business, professién or
vocation, be entitled to varyn:‘t?-xe meaning of the exprdssion
‘previous year’ as then applicable fo him, except with the
consent of the Income.tax Offiter and upon such condftions.
as the Income-tax Officer may think fit to impose, ..............

.......................................................................................

Section 6 For the purposes of this Act— !
Tesidence in (1) any individual is resident in Indie in any preyious
vear, if he-— l
fs. 44 (a)(i)] (a2} is in Indig in that year for a period amounti; g in
all to one hundred and eighty-two days or mome; or
[s. $A(a)(iE))] (b} maintains or eauses t4 be maintained for hin a

dweiling place in India for a period or 10ds:
amounting in all to one hundred and eighty-two
days or more in that year and has been in ndia
for any time in thai vear; or )

fs. $A()i)] (c} having within the four years preceding that year.

=

been inJJndig for a peried or periods amountifg in

all to three hupdred sixty-five days or mofe, is
in India for a iod iods amounting in qll to
thirty days or|more \at year; :
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Clauses 6-8

{2) a Hindu undivided family, itm or other associa- [ A (b)]
tion of persons is resident in India in any previous year,
unless during that year the comtrol and management of its
affairs is situated wholly without Indie; ...........................

(3) a company is resident in India in any previous year, (s. 4A (¢}]

1i—

(i) it is an Indian company; or

(it) during that year the eontrol and management of
its affairs is situated wholly in Indig;

(4) every other person is resident in India in any pre- [ New)
vious year, unless during that year the control and mangge-
ment of his affairs is situated wholly without India;

(8) if a person is resident.in Indig in a previous year [ New ]
relevant to an assessment year in respict of any source of
income, he shall be deemed ta be resilent in India in the
previous year relepant to the dssessment year in respect of
cach of his other sources of income;

{6) ¢ person is “not ordinarily resident” in Indig in {5 4B(a}(b)]
any previous year if such person is—

(a) an individual ... .. ... , who has not been resident
in India in nine out of the ten previous years pre-
ceding that year, or ............ has not dyuring the

seven years preceding that yeayr been in Indig for

a period of, or periods amountieg in all to, seven

hundred and thirty days or moke; or

(b) a Hindu undivided family ............ whose manager
has not been resident in nine out of the ten previous
years preceding that year, or has not durt the
seven years preceding ithat yedr been in India for
a period of, or periods amounting in all to, seven
hundred and thirty dags or mord;

The following incomes shall be dedmed to be received f“”““ ?
in the previous year— . dnc efi to be

(i) the annual accretion in the previous year td the =oe¥°d.
balance at the credit of an employee participating [ Nev )
in a recognised providsgzt fund, to the extent pro- '
vided in section 294 [5BE]:

(ii) the transferred balance in a revognised provident
fund, to the extent provided in section 299(3)
[58J(3)]. Sectipn B

For the purposes of inclusion in the total income of an ia;:‘uf‘d'

assessee, any dividend shall be deemed; to be income of s. 182
the previous year in which it is paid, crgdited or distributed main|pam,
or deemed to have been paid, Fi;eﬂ distributed......... carlier ppat)
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Clauses 9-11
Bection 9

Toooon . The following incomes shall be deemed to accrue or
desmed 1o @Tis€ in Indic—

accrue or (i) all income ........................ accruing or arising,
arise in India whether directly or indirectly, through or from any
s 42 (1). business connection in India, or through or from
x;f;f;f[’f] any property in India, or through or from any asset
or source of income in India, or through or from any
money lent at interest and brought into India in

cash or in kind or through or from the sale, ex-

change .............. transfer or relinquishment of a
capital asset situate in India.
{2.42(3) ] Explanation.—In the case of a business of which all the

operations are not carried out in Indig, the income of the
business deemed under this clause to acerue or arise in
India shall be only such part of the income as is reasonably
?tgibutable o the operations carried out in
ndia. .

s 4(0), (i1} income which falls under the head “Salaries”... ...
TR , if it is earned in Indig :

Provided that any pension payable dutside India to a
person residing permanently outside India shall not be
deemed to accrue or arise in India, if the pension is payable
1o a person referred to in article 314 of the Constitutien or
to a person who, having been-appointed before the 15th
day of August, 1947, to be a Judge of the Federal Court or
of a High Court within the meaning of the Government of
India Act, 1935, continues to serve on or after the commence-
ment of the Constitution as a Judge in India;

fs. 4 (1), (iii) a dividend paid by an Indian company without

Expl. 3) India, .................. to the extent to which it has
been paid olt of profits subjected to income-thx in
India.

Section 10 For the purpcses of section 4(1)(b) [4(1) (b) (1)1, where

b”‘:‘;";ﬁ:ﬂigg_ a husband is not resident in India, remittances received by

dent husband O Ont behalf of his wife resident in India out of any pdrt of

{s.4(2)) s Income which is not included in his total income ishall

be deemed to be income accruing in Indig to the wife.

]

CHAPTER 111
INCOMES WHICH DO NOT FORM PART OF TOTAL
INCOME
Section 14 In computing the total income of a previous yenr of
lacomes not gny person, any income falling within any of the following
included in olgyses shall not be included therein—
total income :
Agcicultural (1) agricultural income;
’[fc 1?33{viii)] (2) any sum received by an individual as a member

Income re- Of a Hindu undivided family, ‘where such sum has ;been
ecived a3 paid out of the incompe of the family, or, in the case of

o
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member  of
Clause 11 e ]

any impartible estate, where such sum has been paid out vided family
of the income of the holder of the estate belonging to the [s. 14{1)]

family;

(3) any receipts which are of a casual and non-recur- Casual recei-
ring nature, unless they are— pts.

(i) capital gains, chargeable under the provisions of fs- ¢(3)(vii]

section 45 [12B, part fe: charge]; or

(ii) receipts arising from business or the exercise

of a profession, vocation or occupation: or

(1i1} receipts by way of addition to the remuneration

C)

of an employee;
in the case of a resident-— . Foreign

(i) the unremitted foreigrn income chargeable to in. 2eumeof

(a)

(b)

(i} any income accruing or arising outside Indig and

(iii) where the case does npt fall under sub-clause (ii), s Koy o

{iv)

: residents.
come-tax under clause (¢) of sub-section {1) of

section 4 [section 4 (b) (1i}], subject to the follow-
ing limit, that is to say,—

the amount not to be included in the total income

by virtue of this sub-clouse shall not exceed four
thousand five hundred rupees; and

where any part of such unremitted- foreign income
consists of salaries paid by the Government, a lo-
cal authority or a corporation established by a
Central, State or Provincial Act, the amount of
such salaries not to be included as aforesaid shall
be further limited to a sum calculated at the rate
of one thousand rupeed for each month of service

in respect of which the salaries are received ab.
road,

. s 3ed
ot

A - *(ri, 4th
.................. chargeable to income-tax by virtue of proviso

clause (d) of sub-section (1) of section 4 [4 (1) (b)
(1ii}], if he was a non-resident in two out of the
three years immediately preceding the previous
year;

income accruing or arising outpide India and char. pro
geable to income-tax by virt of section 4(1) (d)
[4(1) (b) (ii})], if within three months of the date
of receipt in India of puch indome....... .. the as- '
Sessee makes paymend of the dmount of income-
tax, interest or penalty or other sum, if any, due
from him on such date;

'
i
!
;
!
5

if such Eerson is not ordinarily resident in Indig i 41), 2ud
during the previous year, incotne ...... . which ac- Proviso)
crues or arises to him without Indiq.. ... and

is neither derived from a business controlled in
or a profession or a wocation B¢t up in India nor

~ brought into or received in Itdia by him during

the previous year;. | g

i
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Non-residents {5) in the case of ¢ non-resident—
Is. 4(g)xvi)] {i} any income from interest on, or from premipm on

the redemption of, any bonds issued by the Central
Government under a loan agreement between the
Central Government and the International Bank
for Reconstruction and Development, or by any
industrial undertaking or financial corporation in
India under a loan agreement with the said Bank
which is gusiranteed by the Ceniral Government'

To- 4(3)(xx}] (i} any income from interest payable without India
on a loan issued for é)ublic subscription before the
1st day of April, 193§: :

Provided that......... e income............ referred to
in sub-clause (ii) above shall be included in the total world
income of the non-resident:

“Fravel con- (8) subject to such conditions as the Central Gevern-
hoverbend for  ment may prescribe, the value of any travel concession or
. assistance received by or due to any person, being & citi-

[Sec.4(3)(i2) Jen of India, from his employer for himself, his wifd and
children, in connection with his proceeding on leave ko his
home-town or village in Indla; !

(7) in the case of an individual who is not a ditizen

Foreign

nationals = of India—

‘E;,i‘%;)g"’a)' (i) subject to such conditions as the Central Ggvern-

' ment may prescribe, passage moneys or the value
of any free ot concesgipnal passage receivele or
due to such individual from his employer for} him-

self, his wife and children, in connection wifh his
proceeding on home ldéave out of India;

5.4{9) (x)(b}] (i) the remuneration reckived by a Consul Ge eral,
Consul. Vice €onsul o Consular Agent of a fgreign

! State ......c.c.eu fromisiich State for service in such
capacity.: :
s.4(3)(x){c)] (iit) the remuneration received by an employee the
consulate of p forei State............ from/| such
State for service in sudh-capacity ;

Ta. iv) the official salgry of a Trade Commissioner or pther

Baemen official repr:zntativezin India of a foreign Ptate,
if the official salary of the corresponding officjal, if
any, of the Central Government resident for:simi-
lar purposes in the country concerned is simjlarly
exempted from paymexnt of income-tax or super-
tax or any cotresponding taxr in that countiry;

ils-4{3){x)(e)] (v) the official salary of a member of the staff bf a

Trade Commigsioner or official representative yefer-
red to in sublclause [iv), when such member is

a subject of qxe count represented, if the official

i
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salary of the members af the staff of the correspon-
ding officials of the Central Gowernment is simi-
larly erempted from payment of income-taxr or
super tax or any corresponding tar in that country;
(8} the remuneration received by an employee of a Employee of
foreign {Ian}jerprise for ser}\;ices gendered by him during his for_eign enter-
s m India, prowi t 0 ] ifi - prises
lé?g- , provided the following conditions are fulfil Fe. 4(8) (xiv}]
(i) the foreign enterprise is not engaged in any trade
or business in India;

(ii) the employee is not ¢ citizen of Indig;

(iit) his stay in India does not exceed in the aggregate
a period of ninety days in su¢h previous year;

(iv) his stay in India did not exceed in the aggregate
a period of nifiety days in any financial year prior
to the previous year; and

(v) such remuneration is not liabie to be deducted

from the income, ............ of the employer charge-
able under this Act;

(9} the remuneration, chargeable under the head “Sala- Foreign techs
ries”,...oovviinnen for services“rqndered by en individual. siciaps.
who is not a citizen of India, bs a technician in the emp- [> 413)(xiva)
loyment of Government or of a local anthority or of any ™2 Paal
<corporation set up under any ppecial law or in any busi-
ness carried on in India, if he was not resident in any of
the four financial years immediately preceding the finan-
¢ial year in which he arrived India, fo the extent men- :
tioned below— : '

Gy .. where a contract of sekvice was approved [sl;ﬁ )(xivai.
by the Central Government bifore the commence- 25d provise,
ment of his service ........... R remuneration due
tp or received by h  individual during the |
financial year in whick he arri in Indic ond the |
two financial years n ;

(ii) in other cases, such refuunerae
ed by such individuel for the
dred and sixty five d
the date of his arrival........... ¢

Explanation 1 :—For the jpurpos
vices rendered by an individual in
in India before its commencemhent s
services rendered by him in g pusine:

Explanation 2 .—“Techniclan” m
specialised knowledge and ex
manufacturing operations, or
tion or distribution of electrigity or other form of
power, who is employed in Isdia in g .capacity in which
suclh sépecialised knowledge and expérience are actually
utilized:

d’ue to or receiv- [s4{p)(xiva),
iod of three hun- 1%t 10)
ys in ail commencing from

of this clause, ser- [NcTr]
tion to a business

li be deemed to be

darried on in India.

s a person having fs.¢ )Sxiva)
i constructional or .

or in the genera-

Provided that, in relation to— [Crp.13(1),
(a) a person to whom sub-clause (i) of this clause ap- Fingnce Act,
plies and whose contrpet of ice was approved (95§ which

by the Central Govefnment | §efore the lst day
of March, 1958, or’ :



106

Clause 11
‘P{%’nmcc the (b) any other person who arrived in India before the
Act, 1958, 1st day of April, 1958, “technician” means o per-
lor  ceriain son having specialised knowledge in industrial
cases.] arts and sciences and having experience in indus-

trial practice who is employed in India in a capd-
city in which such specialised knowledge ard ex-
perience are actually utilized.

Persons wot- (10} (i) in the case of an individual who is assigned
kg under to duties 1n India in connection with any co-operative te-
‘{:‘,h?;fé* chnical assistance programmes and projects in accordance
Pr;;.mfms with an agreement entered into by the Central Govern-
fs. 43) (rv)j ent and the Government of a foreign State (the terms

. whereof provide for the exemption given by this clause}—

(a) the remuneration received directly or indirectly
from the Government of that foreign State for
such duties, and

(b) any other income of such individual which accrues
or arises outside India, and is not deemed to ac-
crue or arise in Indig, in respect of whick such
individual is required o pay any income OF social
security tax to the“Government of that foreign
State; _

(ii) any income of the members of the family af such
individual accompanying him to India, which ac-
crues or arises outside India, and is not .deemed
to acerue or arise in Indig, in respect of ‘which
such member is required to pay any income of
social security tax to the Government of that
foreign State;

Deathecum- (11) any......... death-cum~retirement gratuity 13ceivei:1
retirement  under the revised Pension Rules of the Central Govern-
gratuity. ment or under any similar scheme of a State Government,

[s-'{,(:), Expl. 5 Jocal authority or a corporation established by a Gentral,
2-Prov.,part} qiate or Provincial Act;

Payment (12) any payment from a provident fund to which the
from a Provi- Provident Funds Act, 1925, applies; :

dent Fund. b ;

19 of 1925 '

fs.7(1), Expl.

2 prov., part} :
Accumulated (13) the accumulated balance due and becoming pay-
balance i gble to an employee partidipating in a recognise oV
Heogaens  dent fund, to the extent provided in section 296 [SBG(2)];
fund.

[‘;;i:w] )
Payment (14) any payment from an approved superanhuation
from fund made on the death of a beneficiary or in lieu of or

:Eg:?::gua_ in commutation of an annuity, or by way of refynd of
g, contributions on the death of a beneficiary or on leav-
[s.7(1),Bxpin, ing the employment in connection with which the fund is

2, prov., part] established;
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{15) any special allowance or benefit, not being in Abawance
the nature of an entertainment allowance or other perqui- for expenses
site within the meaning of section 17, clause (3} [T(1}], fs. 4(3)(vi)]
specifically granted to meet expenses wholly and exclu-
sively incurred in the performance of the duties of an
office or employment of profit, to the extent to which such
expenses are actually incurred for that' purpose;

(16) (i) interest on the 10 year Treasury Savings De- Inteest,
posits Certificates or the monthly payments on the 15 year i{s.4(3)(xvii}]
" Annuity Certificates issued by or under the authority of
the Central Government for an amount not exceeding the
nl:aximum amount which is permitted to be invested
therein;

(ii} interest on deposits in Post Office Savings Bank. {s.4(3)(xviia)}
Post Office Cash Certificates, Post Office National
Savings Certificates and Post Office National Plan
Cewtificates for amounts not exceeding in each
case the maximum amount which is permitied to
be deposited or invested therein; -

{iii) interest on securities held by the Issue Depart- {s.4(3)(xviii)}
ment of the Central Bank of Ceylon constituted
under the Ceylon Mopetary Law Act, 1949;

(iv) interest payable— E;;régl
{a) by Government or a local authority on moneys
borrowed by it fromn sources outside India from
any mon-resident or from any institution estab-
s lished outside India;

{b) by an industrial undertaking in India on moneys
borrowed by it under a loan agreement entered
into with any such financial institution in a
foreign country as may be approved in this be-
haif by the Central Government by general or
special order;

{c) by an industrial undertaking in India on any
moneys borrowed or debt incurred by it in a
foreign country in respect of the purchase out-
side India of capital plant and machinery in any
case where the Joan or debt is approved by the
Central Government, having regard to its terms
generally and in particular to the terms of its
repayment;

ﬁon_(l?) scholarships, granted to meet the cost of educa- , gcho]mwps
] . ew]

{18} any income chargeable under the head “Income ,Ei‘i‘g;‘:’:‘og"f
from house property” in respect of a building the erection No. 878F(In-
of which is begun and completed between' the lst day come-tax) di.
of April, 1946, and the 31st day of Manch, 1956, (both dates f" '9’2“2“
inclusive), for a period of two years fiom the date of such pewl builds
completion; _ : is.488)(xii})

8-~-1 Law Com./58. : e
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Daily allowa- (19) any daily allowance received by any person by
B e reason of his membership of Parliament or of any State

ment  and Liegislature or of any Committee thereof;

fi::; Legista- (20) any payment made, whether in cash or in kind,
{s.4(3)(xix)] DY the Ceniral Government or any State Government in
Gailantry =~ pursuance of gallantry awards instituted or approved by
awards, the Central Government;

%ﬁ&";ﬁﬁ}c‘ (21) any amount received by the Ruler of an Indian

ES)']Q (3) (x} State as privy purse under article 291 of the Constitu-
3 tion,;
Local autho- (22) (i) income of a local authority chargeacble under
“S:":‘- ... the head “Interest on securities”, “Income from house pro-
;{m‘r;’] (3) (i), perty”’, “Capital gains” or “Income from other souraesg;
{S. ¢ {3} (i) (ii} income from a trade or business carried on by a
Paﬂ‘ﬁ local authority whick accrues or arises from the dupply
of a commodity or service within its own jurisdictional
area;

Scientific Rea (23) any income of a scientific research association for
search Asso- the time being approved for the purposes of section 35{1)
feuon e () [10 (2)(xii1)] which is applied solely to the purpopes of
1S 4(3)(xi0] that association:

Educational (24) any income of a University or other educational
{QSC‘:T*W% wnstitution, existing solely for educational purposes and
[ISce hem 12 MOt for purposes of profit; .

of Notificar

tion No. 878F

{Income-1ax)

da

Qlfg{.!m] (25) any income chargeable under the head “Inkerest

Certain inco- ON securities”, “Income from house property”  and’ “In-

mes of Trade come from other sources” of a registered trade union

%mm .., within the meaning of the Indian Trade Unions Act, 1926,

5. 43)i2)} tormed primarily for the purpose of regulating the: rela-

16071926 tions between workmen and employers or between work-
men and workmen;

tncome  of (26) (i) interest on securities which are held hy, or
provident  are the property of, any provident fund to which  the
and superan. Provident Funds Act, 1925, applies, and any capital gains
nuation funds of the fund arising from the sale, exchange or transfer of

{8- 43)()]  such securities;

1g of 1925

{s- 4{3)(ix)] (i1} any income received by trustees on behalf of a
recognised provident fund;

' (iii) income of am approved superannuation funfl, to
[New] the extent provided in section 303 [s. 58R, main pafal;

(27} any income. of a member of a Scheduled ¥ribe,

S.ri‘;;fs"l"d as defined in clause (25) of article 366 of the Constithttion,

[s. 4{5)0xi)) Fesiding in any area specified in Part A or Part B of the

table appended to paragraph 20 of the Sixth Schedyle to

the Constitution, or in the Um&n Territories of Manipuf and

Tripura, provided......,..... such member is not in the¢ ser-

vice of Government. :
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(1) Subject to the provisions of sections 63 to 66, [16 Seetion 12

(1) ()], the following income shall not be included in the L’:mfyf;cﬁ
total income of the previous year of the person in receipt for reiigious

of the income— or charitable
: purposts and
(i) (a) so much of the income derived from property i’;ﬁﬁﬂ"o‘,’i e
held under trust ............ wholly for charitable or Fonie instis
religious purposes as is applied or accumulated iution.
for application to such............ purposes in India [s. 4 (3) (),
and main para)

(b) in the case of property so held in part only for
such purposes, so much of the income derived
from the property as is applied or finally set apart
for application to such purposes in india:

Provided that so much of any income referred to n [s.4 (3) (i}
sub-clause (a) or (b) of this clause as is applied fo purposes Troviso l(_a}»
other than charitable or religious purposes as aforesaid, or zgfi“mgw‘::;z
ceases to be accumulated or set apart for application there- (g
10, shall be deemed to be the income of such per-
son of the previous year in which it is so applied or ceases
to be so accumulated or set apart,

(ii) (a) income from properiy held under trust............ fs- 4(3) (i),
created on or after the 1st day of April, 1952, proviso  (a)
for charitable purposes which tend o promote @
international welfare in which India is interest- |
ed, applied to such purpeses outside Indig, and |

(b) income from property held under trust.................. 3;04. (3)
" for charitable or religiows purposes created be- F¥oviso a(i)]
fore the 1st day of April, 1952, applied to such
purposes ottside India,

if the Central Board of Revenue by general or special -
order directs in either case that it shall not be included in -
the total income of the person in receipt of such income.

Explanation.—In this sub-section, “property” does not
include business. :

(2) Subject to the provisions of gections 63 to 66 [16(1) }-4 3 Ll;,
{(c}), any income derived from busingss carried on by or on :] (&),
behalf of a trust fior charitable or religious purposes shall’

not be included in the total income of the previous year of ’

the trustees, if the conditioms specified in sub-section (4)

are satisfied.

(3) Any income derived from bhusiness carried on by s 4 (3 (i;
or on behalf of a religious or charitable institution shall not 1% bl
be included in the total incqme of 38' previous year of the part)
institution, if the conditionsj?peciﬁ q in sub-section (4) are |
satisfied. i iy

L |
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Is. 4 (3)
v, (b))

Prov.
pare

4(3) (81

[s. 4(3), last
parz. part]

[s. 4{3), last
para. part]

New]
CF. s.
i)’
Dpara. .
s. 4 (3} (i),
Prov. {a) (i)
& (ii),

5. 4{1}, lasmt
para]
Section 13.
Business as-
sessed  under
the Income-
tax Act, 1018

s 25(3)
part]
7 of 1918

4(3)
main

25(4);
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{4) The provisions of sub-section (2) or sub-section (3)

shall apply only if the following conditions are satisfied—

{(a) the income is applied wholly for the purposes of the
trust or institution, as the case may be; and

{b) either the business is carried on in the course of
the actual carrying out of a primary purpose of
the trust or institution, or the work in connection
with the business is mainly carried on by bene-
ficiaries of the trust or institution,

(5) Any income of a trust for charitable or religious
purposes or o religious or charitable institution, derived
from wvoluntary contributions and applicable solely to
charitable or religious purposes shall not be included in the
total income of a previous year of the trustees or the insti-
tution, as the case may be.

(6) Nothing contained in this section shall operate to
exempt from the provisions of this Act that pari of the
income from property held under a trust for pri-
vate religious purposes, which does not enure for the bene-
fit of the public.

Explanation—In this section,—

(a) “charitable purpose” includes relief ot the poor,
education, medical relief and advancement of any
other object of general public utility;

{b) “trust” includes any other legal obligation.

(1) Where any business, profession or vocation on
which income-taxr was at any time charged under the pro-
visions of the Indian Income-tax Act, 1918, is discontiinged,
then, unless the provisions of sub-section (2) have been
rendered applicable by virtue of there having been & suc-
cession, the income, of the period from the date
of commencement of the previous year in which the bysi-
ness was discontinued to the date of disconti-
nuance, shall not be included in the total income of the
person who was carrying on the business, profession or vaca-
tion.

(2) Where the person who was on the 1st day of April,
1939, carrying on any business, profession or vocation: on
which inoome-tar was at any time charged under the pro-
‘visions of the Indian Income-tax Act, 1918, is succeeded
in such capacity by another person, the change not merely
bteing a change in the constitution of a firm, the incame

- of such business, profession or vocation of the
period from the date of commencement of the previous year
in which the succession took place to the date of
succession shall not be included i
first mentioned person. ’

...............

n the total income of the
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(3) The provisions of sub-sections (1) and (2) shall not B 254}
apply to a business, profession or vocation on which in- roviso (b).
come-tax was at any time charged in the hands of a com-

pany under the Indian Income-tax Act, 1886, or on which 2 of 1886
income-tax would have been charged in the hands of a

company for the assessment year ending on the 31st day

of March, 1918, if the company, having been in existence

in that year, had also been in existence in the year ending

on the 31st day of March, 1917.

CHAPTER 1V
COMPUTATION OF TOTAL INCOME

Heads of income

Save as otherwise provided by this Act, all income %f;i{’;‘of e

shall, for the purposes of charge of income-tax and comM-~ come.
putation of total income, be classified under the following [ 6
heads of income—

) A—Salaries.

4 B—Interest on securities.

C—Income from house property.

D—Profits and gains of business, profession or voca-
tion.

E—Capital gains.
F-—Income from other sources.

A—Salaries
Section 15

The following income shall be chargeable to income- Salaries.
taxr under the head “Salaries”— : o
1. 7t}

{a) any salary............ due from an employer or former main  para.
employer to an assessee in the previous year, whe- pert)
ther paid or not;

(b) any salary paid or allowed to him in the previous
year by or on behalf of the employer or former
employer though not due or before it became due
to him; .

{c} any arrears of salm paid to him in the previous
year by or on behalf of the employer or former
employer, if mot charged to income-tax for any

earlier previous year. Section 16

The income chargeable under the head “Salaries” shall g”%“f;’}‘”;’,}]

be computed after rmmaking the following deductions,
namely—

(i) any amount not exceeding five hundred rupees,
expended by the assessee on, the purchase of books

and other publicatipns necdssary for the purpose -
of his duties; ; a . {
i . : I
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[s. 7 (2} (i) (ii} in respect of any allowance in the nature of an
entertainment allowance specifically granted to the
assessee by his employer—

{a) in the case of an assessee who is in receipt of
a salary from the Government, a sum equal
to one-fifth of his salary (exclusive of any spe-
cial allowance, benefit or other perquisites) or
five thousand rupees, whichever is less; and

(b) in the case of any other assessee who i§ in
receipt of such entertainment allowance and
was in receipt of such entertainment allowance
regularly from his present employer before the
1st day of April, 1955, the amount of such
enterteinment allowance regularly received by
the assessee from his preseut employer in any
previous year ending before the lst day of
April, 1955, or a sum equal to one-fifth of his
salary (exclusive of any special allowance,
benefit or other perquisites) or seven thougand
five hundred rupees, whichever is the least......

15;3&) (tia) Gi) .o where the assessee is not in receipt of a
conveyance allowance whether as such or as patt of

fs. 7 (2) (iia) his salary, and owns a conveyance which is bsed

main paraj for the purposes of his employment, such sum as
the Income-tax Officer may estimate in respect of
such usc as representing the expenditure incurred
by him in its maintenance and as representing its
normaj wear and tear,

[s. 7(2) €ii)] (iv) any amount actually expended by the assessee, not
being an amount expended on the purchase of
books or other publications, or on entertainment or
on the maintenance of ¢ conveyance, which, by the
conditions of his servi¢e, he is required to spend
out of his remuneration wholly............... and exelu-
sively in the performange of his duties. :

Section  17. For the purposes of sections 15 and 16 [preceding Bec-
Inter preta-  tions re: salary) and of this section,— .

tion,

“Employer” (1} “employer” means an employer, who is the Central

fs. 7(1), part) Government, a State ernment, any foreign
Government, a local authority, a company, any......
,,,,,,,,,,,, public body or association, or any priyate
employer; ' .

“Salary". (2) “salery” includes—

(s 7(1), pary) (i) any salary or wages;

(il} any annuity or pension;

(iii} any gratuity;

(iv) any fees, commissions, perquisites or profit§ in
lieu of or in Eadditi#to any salary or wages;
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{v) advances by way of loan or otherwise of the
amounts enumerated in sub-clouses (i), (ii), (iif)
and (iv) above;

{(vi) the annual accretior to the balance at the credit
of an employee perticipating in a recognised pro-
vident fund, to the extent to which it is charge-
able to tax under section 294 [58KE];

{vii) the aggregate of all sums that are comprised in
the transferred baldnce, as referred to in section
299 (2) [58J (2)] of an employee participating in
a recognised provident fund, to the extent to
which it is chargeable to tax under section 299(3)
[88J (3]

(3) “perquisite” inciudes-~

(i) the value of rent free accommaodation.......... _.pro-
vided to the assessee by his employer;

. L. I
{(ii) the value of any concession’in the matter of rent [Iem

respecting any accommodation provided to the
assessee by his employer;

{ili) the value of any henefit or amenity granted or

provided............... #ree of cost or at concessional
rate in any of the following eases:

(a) by a company {o an employee who is a direc-

tor thereof............

(b) by a company to an employee who is a share-
holder concerned in the management of the
company and is the benqficial owner of shares,
not being shares entitled to a fired rete of
dividend whether with or without a right to

participate in profits, carrying twenty per

cent or more of the voting power;

[New)

[New]

“Perquisite’
5. 7{1}
Expin.1]
flrem (4]
pari]

(i)

patt]

fem (i)
par(]
flem (i),
i
E::t)li 3. 2 ')

(¢) by any employer (including a company) to an fikm (iif)}

employee to whom the provisions of pare-
graphs (a) and (b} of 8his sub-clause do not
apply and whbse incdme under the head
“Salaries” exclusive of the value of all bene-
fits or amenities ndtéegz:vided by way of
monetary paymeni exceeds eighteen thousand
rupees;

(ivhany sum paid by the emplayer in respect of any
obligation which But for such payment would
have been payable by the assessee; and

(v) any sum payable by the employer, whether
directly or through @ fund other than a recognised
provident fund or an appmoved superannuation
fund to effect an assurance on the life of the
assessee or to effecti a contrhat for an annuity on
the life of the assessee; o

|

em (v
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Clouses 17-20
‘;gt?ﬁ“ in (4) “profits in lieu of salary” includes— -
mlmu ]
fs. 7 ({1} {1} the amount of any compensation due to or received
Expln. 2 by an assessee from his emplover or former em-

main  pan] ployer at or in connection with, the termination of

his employment, whether solely as compensation for
loss of employment, or for any other consideration;

(i) the amount of any contributions to an approved
superannuation fund (including interest on such
contributions) paid to an employee, to the extent to
which such ¥mount is deemed to be the income of
the employee under section 312 [58-5(1)];

(111) without prejudice to the provisions of sub-clause (ii)
of this clause, any payment due to or received by
an assessee from an employer or former employer
or from a provident or other fund, (not being an
approved superapnuation fund), to the extent to
which it does not comsist of contributions by the
assessee Or interest on such contributions,

s

B. Interest on securities

Section 18, The following amounts raceived by an assessee in the
Interest on prepious year shall be chargeable to income-tax under the

securities. i ; )
[5.8, 18t para) head “Interest on securities”............ —_

(i) interest............... on any security of the Central
Government ;
(ii) interest on any security of a State Government;

(iil) interest on debentures or other securitieé_fo: mo-
ney issued by or on behalf of a local authority or
a company.

Section  1g. Subject to the provisions of section 21 [section regarding
Deductions. amounts not deductible], the income chargeable under the
{s. 8 15t pro- head “Interest on securities” shall be computed after mak-
Viso, earlier ing the following deductions—

part] (1) any reasonable sum expended by the assesseg for
the purpose of realising such interest;...............

(i) any interest payable on moneys borrowed for the

purpose of investment in the securities by the as-

sessee.
Section  20. .
Banking (1) In the case of a banking company— .
Company. (1) the sum to be regarded as @ sum reasonably ex-
fs. 8, Expin. pended for the purpose referred to in clause (i) of
(2) part] section 19 [section regarding deductions] shall be

an amount bearing to the aggregate of its expen-
ses as are admissible under the provisions of sec-
tions 30, 31, 36 and 37, other than clauses (3), (5)
and (B6) of section 36, [sub-section (2) of section 10
(other than e¢lauses (&), (vi}), (via), (vib), Kvii),
(viii}, {xi), (aii), (xi#) and (xiv) thereof)]! the
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Clauses 20-21

same proportion as the gross receipts from interest
on securities (inclusive of tax deducted at source}
chargeable to income-tax under section 18 [main
section re: Interest on Securities) bear to the gross
receipts of the company from all sources which
are included in the profit and loss account of the
COMPANY 5..vvvnnennnn

iy Lo the amount to be regarded as interest paya-[s. 8. Expin.

ble on moneys borrowed for the purpose referred (b) pau]
to in clause (i) of section 19 [section regarding
deductions] shall be an amount which bears to the
amount of interest payable on all moneys borrow-

ed by the company the same proporiion as the

gross receipts from interest on securities (inclu-

sive of tax deducied at source} chargeable to in-
come-tax under section 18 {main Section for in-
terest] bear to the gross receipts from all sources
which are included in the profit and loss account

of the company;

(2) The expenses deducted under clauses () and (ii) [s. & Expin.
of sub-section (1) shall not agein form ;)art of theydeduc- l(a} ;!ﬂd (b}
tions admissible under sections 30 to 37 [sub-section (2) ast lines]
of section 10) for the purposes of computing the income of
the company under the head “Profits and gains of business,
profession or vocation”.

Explanation :—For the purposes of this section, “mo-{s. 8, Expla.
neys borrowed” includes moneys received by way of de- (b)fimstline]
posits. . :

Notwithstanding anything conteined in sections 19 Section 21
and 20 [sections regarding deductions and banking com- e
pany), the following amounts shall not be deducted in )
computing the income chargeable under the head “Interest (8. 8, 1st pro
on securities’— m] latier

(i) interest chargeable under this Act which is paya-
ble outside India (not being interest on a loan
issued for public subscription before the 1ist day
of April, 1938) on which tax has not been paid or
deducted under sectioh 202 or 204 (section 18] and
in respect of which there is. no person in India
who may be treated as an agent under section 173
[section 43] . :

(ii) sums expended by the assessee for the purpose of
realising interest on securities on which no income-
tax is payable under section 87 (i) or 87 (i) [s.

B provisos 2 and 3]; - '

(iti) interest payable on money borrowed for the pur
pose of investment in securities, being securities
on the interest on which no ipcome-tax is payable
under section 87¢i) of 87(ii} {section 8, provisos 2
and 3] ‘.’ '



Section  22.
Income from
house pro-
perty.

5. g (1) open-
ing para)

Section 23,
Annual value

3.9 {2), 1st
para]

[New]

[s. g {2}, 18t
proviso}

[s- 9- (2), 2nd
Proviso, ox-
cept last line)
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Clauses 22-23

C. Income from house property

The . ...... annual value of property consisting of
any buildings or lands appurtenant thereto of which the
assessee is the owner, other than such portions of such
property as he may occupy for the purposes of any busi-
ness, profession or vocation carried on by him the profits of
which are assessable to income-tax, shall be chargeable to
income-tax under the head “Income from house property”.

(1) For the purposes of section 22 [chargeability of
income from house property], the annual value of any pro-
perty shall be deemed to be the sum for which the pro-
perty might reasonably be expected to let from year to
year.

(2) In determining the sum for which the property
might reasonably be expected to let from year to year, due
regard may be had, where the property is let to o tenant,
to the following factors, besides others, namely—

(1) the ennual rent agreed to be paid by the tenant;

(ii) the other obligations, if any, undertaken by the te-
« Mant on behalf of the owner, including the lpay-
ment of tares due to the Government or a local
authority ; :
(iii) the annual value of the property, if eny, as fixed
by the local authority for the purposes of any tar
on property levied by it; and
{iv) the rents of cIwc)pertias in the neighbourhood simi-
larly situated and with similar advaentages.

3y ..... Where the property is in the occupatjon of
the owner for the purposes of his own residence;, the
annual value of the property . . . . .. shall be the apnual
value of the property determined in the same manrder as
if the property had been let, reduced by the lower of the
following— ‘

(1) one half of such anmulll value, or
(ii) one theusand eight hundred rupees ;

but shall in no case exceed eleven per cent. of all income

of the assessee, other than the annual value of such pro-

perty, liable to inclusion in his total income undet this
ct. :

4 ... .. Where the property referred to in $aC-
tion (3} consists of one residéntial house only and it can-
not actually be occupied by the owner by reason the
fact that owing to his employment, business, professibn or
voeation carried on at any other place, he has to reside
at thal other place in a building not belonging to him,
.................. the annugl value of such house shall—

{a) if the house was not.actually occupied by. the
owner during] the whple of the previous yedr, be
taken to be ndl, or :
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(b} if the house was aectually occupied by the owner
for a fraction of the previous year, be taken to be
that fraction of the amnual value determined un-
der sub-section (3);

provided the following conditions are in either case fulfil-
led:

{1} the house is not actually let, and

(ii} no other benefit therefrom is derived by the
owner.

(1} Income chargeable under the head “Income from
house property” shall, subject to the provisions of sub- 'g;‘c;‘““. 24
section (2), be computed after making the following deduc- ~*7"¢Hon*
tions, namely—

). ... where the property is in the occupation
of a tenant, . ... ......o.eenee.. ane half of the total [s- 9.(2), 3rd
amount of the tares levied by any locel authority prov}
in respect of the property......... e

(ii} in respect of repairs,— I5. 9 (1), (i)
{a} where the property is in the occupation of the pare) T

OWIIBT,. ..o ieiiaaenan, a sum equal to one-sixth
of the annual value ;

(b} where the property is let to a tenant and the . )
owner has undertaken to bear the cost of re- E;r?]{‘) OF
pairs, a sum equal to one-sixth of the reduced :
annuagl value ;

(iii)) where the property is in the occupation of a te- e
nant who has undertaken to bear the cost of re- EQ?“‘(’} (i)
. paraj
pairs——
{a) the difference between the reduced annual value
and the amount of rent payuble for a year by
the tenant, or

{b} one-sixth of such value,
whichever is less;

-

(iv) the amount of any-annual premiﬁm paid to insure [ 9 (DI ]
the property against risk of damage or destruc.
tion ; )

{v) where the property is subject to a mortgage or other [‘;3}[‘) (iv)
capital charge, the amount of any interest on .
such morigage or charge; )i

{vi) where the property is subject tp an annual charge, Ea',?][') i
not being a capital charge, the amount of such
charge ; - _

(vii) where the property is subject to a ground rent, £59(7 (¥
the amount of such ground rent;

(viii} where the property has been scquired, construct- [s- 9{r) (ivh
ed, repaired, renewed pr recogsiructed with bor- P,
rowed capital, the unt_o!;_apy interest paya- '
ble on such capital ; =t



Is- 9 (1) (v)]

{e. 9 (1) (vi)]

[=. 9 {1){vii}]

[New-Gran-
ted by noli-
fication No,
878F  dated
24-3-1922,
item 38

Is. g (2), 2nd
proviso last
line)

Section  2s.
Amounts not
dechizetible.

fs. 9 €2} (iv),

proviso]

Section 26,
Property
owned by
co-owners.

[e. 9 (2]

Section 27,
Interpreta~
tion.

[ 98 (a2
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Clauges 24-27

(ix) any sums paid on account of land revenue in res.
pect of the property ;

{x} amounts spent to collect the rents from the pro-
perty, not exceeding six per cent. of the reduced
annual velue of the property ; .

(xi) where the property is let and was vacant during a
part of the year, that part of the reduced annual
value which is proportiongte to the peried during
which the property is wholly unoceupied or, where
the property is let out in parts, that portion of the
reduced annual value appropriate to any vacant
part, which is proportionate to the period during
which such part is wholly unoccupied ;

(xii} such amount, in respect of rent from property let
to a tenant which the assessee cannot reglise, as
may be prescribed.

Explanation.—In this sub-section, “reduced annual
value” means the annual value as reduced by one-half of
the total amount of taxes levied by any local euthority in
respect of the property.

(2} The total amount deductible under sub-section 1)
in respect of property of the nature referred to in section
23{4) [sub-section in section defining annual value, relat-
ing to residential house not occupiedi shall not exceed the
annual value of the property as determined under gection
23 [section for annual value]. ‘

Notwithstanding anything contained in section 24
[section regarding deductions), the following amounts
shall not be deducted in computing the income chargeable
under the head “Income from house property’—

any annual charge or interest...... .. . chargeable under

-this Act which is payable outside India (not being interest

on a loan issued for public subscription before the 1gt day
of April, 1938),........................ on which tax has not been
paldor.......... ... deducted under section 202 or 204 18]
and in respect of which there is no person in India who
may be treated as an agent under section 173 [43].

Where property consisting of buildings or buildings
and lands appurtenant thereto is owned by two or more
persons and their respective shares are definite and .ascer-
tamnable, such persons shall not in respect of such préperty
be assessed as an association of persons, but the shire of
each such person in the income from the property ag com-
puted in accordance with sections 22 to 25 [section re; com-
putation] shall be included in his total income.

For the purposes of sections 22 to 26 [sections regard-
ing income from house property]

(i) the holder of an impartible estate shall be deemed
to be the individual .owner of all the properties
comprised in the estate ;

i
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Clauses 27-28

{ii) a member of a co-operative sociefy to whom a (s.9(£(b)}}
building or part thereof built by the society is
allotted or leased under & house building scheme of
the society shall be deemed to be the owner of that
building or part thereof;

(i) “annual charge” means g charge to secure [s. g (1),
an annual Lability, but does not include any tax in 5"5’1‘?: below
respect of property or income from property impos- - ¥
ed by a local authority, or a State Government or
the Central Government ;

(iv) “capital charge” means a charge to secure the dig- [New]
charge of a liability of a capital nature;

(v} taxes levied by a local authority in respect of any [ 9 {¢} ()}
property shall be deemed to include service taxes
levied by the local authority in respect of the
property.

D—Profits and gains of business, profession or vocation

The following income shall be chargeable to income- Scctﬁim 28.
texr under the head “Profits and gains of business, profes- g‘i’m“ and
sion or vocation"”— Business,

(i) the profits and gains of any business, profession or profession or

vocation which was carried on by the assessee at E':’“:‘;“Ef)’

of

any time during the previous year; part]
(ii) any compensation or other payment due to or re- !:;r;ez I'(s&;z;e
ceived by — and last pars,
earlict half )

{a) a managing agent of an Indian company, at or [s.10(sA)(@)}
in connection with the termination or modifica-
tion of his managing agency agreement with
the company ;

{b) a manager of an Indian compapy at or in con- (s.ro(sA)b)}
nection with the termination of his office or
modification of the terms and conditions relat-

) ing thereto ’b h led

{c) any person, whatever name called, managing

’ the whole orysubstantially the whole affairs o be. 1oAY )]
‘any other company in India, a¢ or in connection
with the termination of his office or the modi-
fication of the terms and conditions relating
thereto;

{d) any person, by whatever name called, hold- [y ;0(54)(d)}
ing an agency in Indig for any part of the
activities- relaling to the business of any other
person, at or in connection with the termination
of the agency or the modifiéation of the terms
and conditions relating thereto ;

(iii} income derived by a trade, professional or similar {s. 10 (6)1
association frem specifig servic ferformed for its
members for remunerafion defigitely related to
imose Services............codiviiieen i - :
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Clauges 28-30
[New] __Explanation 1.—The profits and gains of business shall
include the profits and gains of managing agency.
[s. 2401}, Ex- Explanation 2.—~Where............ speculative itransactions-
pin. 1) carried on by an assessee are of such a nature as fo con-

stitute a business, the business (hereinafter referred to as
“speculation business”) shall be deemed to be distinet and
separate from any other business.

Section 29 The income of an assessee referred to in section 28

f""l':i:’;;’e [section 10(1), part embodied in main section for income

{r?igw] " from business] shall be computed in accordance with the
provisions of the following sections—

Section 30—Rent, repairs and insurance for buildings.

Section 31-—Repairs and insurance of machinery, plant and
furniture.

Section 32—Depreciation.
Section 33—Development rebate..

Section 34—Conditions for depreciation allowange and
development rebaie.

Section 35—Expenditure on scientific research.

Section 36—Other deductions—
Insurance of stocks or siores.
Bonus or commission to employees.
Interest.

Contributions to certain funds for eml_iloyees’
benefit.

Animals.
Bad debts.
Section 37—General. .
Section 38—Building etc. partly used for business etc, or
not exclusively so used. .
Section 3%—Managing agency.
Section 40—Amounts not deductible.

Section 41—Profits chargeahle to tax.
Section 42—Interpretation. . !

Section 43—Residences of employees.

Section 30 In respect of rent, repairs and insurance for bulldings,
Rent, repains the fiollowing deductions shall be allowed— '

and insu-
rance for (a) in respect of any premises used for the purgoses of
buildings. the business, professton or voeation,—

{s.10(2)(i), (1) where the. premisgs are occupied by the gssessee
without the as a tenaft~— ; i

proviso] (@) the renti paid fof such premises; and
i

3
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Clauses 30-32

(b} if he has undertaken to bear the cost of......... (- 10(2)(ii),
repairs to the permises, the amount paid on without the
account of such repairs; Proviso}

(if) where the premises, being a building, are occu- {s.10(2)(v),
pied by the assessee otherwise than gs a tengnt, part, for
the amount paid by him on account of current P¥ildings)
repairs to the premises;

(b) any sums paid on account of land revenue, local fs.10(2)(ix),
rates or municipal taxes;............... earlier part]

ey ..o, the amount of any premium paid in res- (s.10(2)(iv),
pect of insurance against risk of damage or destruc. i‘)’“{!‘éf‘”
tion of the premises, being a duilding .................. uilttings)

In respect of machinery, plant or furniture used for Section si.
the purposes of the business, profession or vocation the fol- Repairs and

: . insurance of
lowing deductions shall be allowed— machinery,
plant and.
furmiture.
(i) the amount paid on account of current repairs [S-w’{ﬂ}("),
thereto ; x&l?’
irery
: ] etc.]
(i) ... the amount any premium paid in Ies- (s so (2)(iv),
pect of insurance against risk of damage or des-parzfor ma.
truction thereof. chinery ete.]

{1) In respect of depreciation of buildings, machinery, Section 32.
plant or furniture owned by the assessee and used for the Depreciation.
purposes of the business, profession or vocation, the fol-
lowing deductions shall, subjact to the provisions of sec-

tion 34 Isection re: conditions for depreciation}, be allow-
ed— )

(i} in the case of ships other than ships ordinarily [s.re{2)(vi},
plying on inland waters, such percentage (for fisst para,
each completed month of user) on the original P2rd
cost thereof to the assessee as may in any case
or class of cases be prescribed ;

(ii} in the case of buildings, machinary, plant or furni- 5.19(2)(vi),
ture, other than ships covered by clause (i), such fint para,
percentage (for each complatad month of user)P?
on the written down value theéreof as may in any
case or class of cases be preséribed ;

(ii1) in the case of buildings newlly erected or machi- (s.1p({2)(vis),
nery or plant being new which has been installed, part
after the 31st day of March, 1048, a further sum...
equal to the amount deductible under clause (i) or
(it), aliowable for five consecutive previous years,
including the previous year of erection or installa-
tiom.
Explanation.—For the purposes of clause (i), any fs.ip(2)(via),
extra deduction for double of multigle shift working of

the machinery or plant admisgible wnder clause (i) shall |
be ‘ignored.
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Clauses 32-33

%s.w(z)(vii), {(iv} in the case of any............... building, machinery or
r3l para) plant which 4s sold or discarded or demolished or
destroyed in the previous year, the amount by
which the moneys receiwwed in respect of such

fs.10(2) building, machinery, or plant, together with the
{vii), 19t amount of scrap value, if any, fall short of the writ-
prov.] ten down value thereof, provided such deficiency

is actually written off in the books of the assessee.

Explanation.—For the purposes of this clause, the
“moneys received” in respect of any building, machinery
or plant shall include-—

[sr.éo(z){yii), (a) any insurence, salvage or compensation moneys
TOVISO, ] ] .
!5; od?fic ) received in respect thereof ;
[New) {b) where the building, machinery or plant is sold, the

price for which it is sold, whether such prite has
been actually realised or not.

[s.10(2}{vi}, {2) Where, in the assessment of the assessee, {or, if the
prov, (b),  assessee is a registered firm or an unregistered firm assess-
part] ed as a registered firm, in the assessment of its partners)
full effect cannoi be given to any ........ allowance under
clause (i) or (ii) of sub-section (1{ [10(2}{vi}, main paral in

any previous year owing to there being no profits or gains
chargeable for that previous year, or owing to the profits or
gains chargeable being less than the allowance, then, sub-
ject to the provisions of sections 73(3) and 74(3) [Sub-sec-
tion' (3} of main Section re:set off in business], the sllow-
ance 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 previous
year and deemed to ge part bf that allowance, or if .there
is no such allowance for that previcus vear, be deemed to be
the allowance for that previous year, and so on for suc-
ceeding previous years..................

Section 33. In respect of a new ship acquired or new machinery
gi‘;’[i"f’m“‘ or plant installed after the 3lst day of March, 1954, which
fs.10(z)(vib) 15 Wholly used for the purposes of the business carripd on
main para) Dy the assessee, 2 sum by way of development rebate, ...

......... equivalent to,—

(i) in the case of a ship acquired after the 31st day of
December, 1987, forty per cent. of the act cost,
of the ship to the assessee, and

(ii) in the case of a ship acquired before the 1st day of
January, 1958, and in the case of any machinery
or plant, twenty-five per ceat. of the actual cost
of the ship or machinery or plant to the assessee
shell, subject to the isions of section 34 [sec~
tion re : conditions for depreciationl, be allow-
ed as a deduation in respect of the previous year
in which the ghip wag acquired or the wmachinery
on plant was installed: or, if the ship, machinety or
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Clause 33

plant is first put to use in the itmmediately suc-
ceeding previous year, then in respect of that pre-
vious year,

Explanation 1.—In the case of a ship acquired or ma-
chinery or plant installed after the 31st day of December,
1957, where the total income of the assesses assessable for
the assessment year relevant to the previous year in which
the ship was acquired or the machinery or plant installed
(the total income for this purpose heing compuied without
making any allowance under this section} is nil or is less
than the full amount of the development rebate caleulated
at the rate applicable thereto under this section,—

(i) the sum to he aliowed by way of development re-
bate for that assessment year under this section
shall be only such amount as is sufficient to reduce
the said total income to nil ; and

(i) the amount of the development rebate, to the ex-
tent to which it has not been allowed as aforesaid,
shall be carried forward to the following assess-
ment year, and the development rebate to be al-
lowed for the following assessment year shall be
such amount as is sufficient io reduce the total
income of the assessee assessgble for that assess-
ment year, computed in the manner aforesaid, to
nil, and the balance of the development rebate,
if any, still outstanding shall be carried forward
to the following assessment year and so on, so
however that ne portion of the development re-
bate shall be carried forward for more than eight
assessment years immediately succeeding the as-
sessment year for which the development rebate
was first allowable,

Explanation 2—Where for any assessment year deve-
lopment rebate is to be allowed in accordance with the pro-
visions of Explanation 1, in respect of ships acquired or
machinery or plant installed in more than one previous
year, and the total income of the assessee assessable or
the assessment year relevant to that previous vear (the
total income for this purpose being computed without mak-
ing any allowance under this section) is less than the aggre-
gate of the amounts due to be allowed in respect of the
assets aforesaid for that assessment year, the following pro-
cedure shall be followed, namely :-—

(1) the allowance under paragraph (i) of Explanation
1 shall be made before any allowance under para-

graph (i} of that Explanation is made; and

(ii) where an allowance has to be made undéer para-
graph (i1} of Explanation 1 in respect of amounts
carried forward from more than one gssessment
year, the amount carried forward from an earlier
assessment year shall bg alloweq before any amount
carried forward from 1 later ?ﬂsment year.
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Section 94 Clause 34

Conditions . . .

for deprecia- (1) The deductions referred to in sub-section (1) of
tion allowan- section 32............ {s. 10(2}(vi) 10(2) (via), and (viD)]} shall

;:e and deve- he gllowed only if the prescribed particulars have been fur-
opment nished; and the deduction referred to in section 33...........
 [s. 10(2)(vib)]) shall be aliowed only if the particulars pres-
iio? Ei% (;:;)d cribed for the purpose of clauses (i) and (ii) of sub-section
s. vo(2) (viby, (1) of section 32 [S. 10(2)(vi)] have been furnished by the
Prov.para(a)] assessee in respect of the ship or machinery or plant.

[ New ] ~ {2) For the purposes of section 32 [10(2)(vi), (via) and
[see rule 8] {vii)]— :

(i) if the buildings, machinery, plant or furniture have
been used by the assessee for the purposes of his
business, profession or vocation for more than a
month, the deduction under section 32(1), cliuses
(i) (ii) and (iil), [10(2) (vi}, (via)] shall be deter-
mined proportiongtely with reference to the:com-
plete months of user thereof by the assessee :

Provided, however, thatif the total period of user is less
than one month, it shall be deemed to be one com-
plete month for computing the deduction propor-
tionately.

Explanation-—In the case of a seasonal factory wprked
by the assessee during all the working seasons of the pre-
vious year. the buildings, machinery, plant or furniturd shall
be deemed to have been used by the assessee throughott the
period he was the owner thereof during the previous year.

[s. ro{2){via), (ii) the deduction provided for by section 32(1), tlause

part] G115 I [10(2)(via)] shall be allowed odly in
respect of a previous year relevant for the dssess-
ment year 1958-1959;

(5. to(2} (vi) (iti) the aggregate of all deductions in respect of depre-
proviso(c)) ciation made under section 32(1), [10(2) (vi), (via)
x1 of 1922 and (vii)] or under the Indian Income-tar: Act.

1022, or under any Act repealed by that Act or
, under the Indian Income-tax Act. 1886, shall, in
2 of 1886 no case, exceed the ariginal cost jo the assessee of
the buildings, machinery, plant or furmiture, as
the case may be; :

fs. 10 (4B), (iv} nothing in gection 32(1)(% or (i) [10(2){vi}} or
v;-“ﬂ?dbv 32(1)(iii) [seetion 10(2)(via)] shall be deemkd to
;:f;’;‘;g;” avthorise the allowance for any previous ypar of

any sum in respect of any building, machinery,
plant or furniture sold, discarded, demolished or
destroyed, in that year;

(35 (3) The deduction referred to in section 33 [S. 10(2)

[s- 10(2)(vib) (vib), main para.) shell not be aliowed unless—
Frov. (b},

tater Wil ooung edual b seveniy-ive per cent, of the develop-

ment rebate to be adtually ajlowed is debited to thel profit
and loss account of 1$e relevgnit previous year and credited

f
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Clauses 34-35

10 a reserve account o be utilised by the assessee during a
period of ten years next following for the purposes of the
business of the undertaking, except-—

{i) for distribution by way of dividends or profits; or

(i1} for remittance outside India as profits or for the
creation of any asset outside India.

Exception.——The provisions of clause (a} shall not ap- [s. 16{2){vib)
ply where the assessee is a company, being a licensee with- prov. “;‘}5”]
in the meaning of the Electricity (Supply) Act, 1948, or 54 of rg4B
where the ship has been acquired or the machinery or JJIan: .
has been installed before the 1st day of January, 1958,

{b}y ......... If any ......... ship, machinery or plant is sold R_-“w(?)(‘fib)
or otherwise transferred by the assessee to any person other ; Vo
than the Government at any time before the expiry of ten 13 para]
years from the end of the previous year in which it was ac-

quired or installed, any allowance made under section 33...

...... [s. 10(2) (vib), main para] in respect of that ship,
machinery or plant shall be deemed to have been wrongly

made for the purposes of this Act.

(1) In respect of expenditure on scientific research, the Section g5

following deductions shall be allowed— Expenditure

(1) any expenditure (not being in the nature of capita} *seah
expenditure) laid out or expended on scientific re. [s- 10§2)(xii}]
search related to the business;

(ii) any sum paid to a scientific rasearch association fs. s0(2){xiii)
which has as its objects the undertaking of scienti- part]
fic research related to the class of business carried
on, and which is approved for the purposes of this
clause by the prescribed authority;

(iif) any sum paid to a university, college or other in- fs. 1ofe){xiii)
stitution to be used for scientific research, research part]
in social science or statistical research related to
the class of business carried on, being a ... ..........
university, college or institution which is for the
time being approved for the purposes of this clause
vy the prescribed authority;

{iv) in respect of any expenditure of & capital nature or fs. 16{2){xiv)
scientific research related to the business carried on t péra,
by the assessee, such deduction gs may be admis- tarlied par)
sible under the provisions of sub-section (2).

{2) For the purposes of clause (iv) of sub-section (1),—

(1) one-fifth of the capital expenditure incurred in any is. 10(2)(xiv)
previous year shall be deducted for that 'previousl 73t para,
year; and the balance of the e iture shall be 't part]
deducted in equal instalments fdrieach of the four
immediately succeeding lprevion Ppars. -




l[’s. 10{2}{xiv)

st provisc}

[s. 10{2){xiv)
2nd proviso
(a}, opening
lines}

fs. ro(2)(xavy,
2nd prov, (a)

(i)

(3. 10{2)(xiv),
2nd proviso,
{a) (i} modi-
fied]

fs. 1o{2}{xiv}),
and proviso

(b}]

[s. s0{2}(xiv},
2nd prov.(d}j}

[s. 10(2)(xiv),
z2nd proviso
{c). carber
part]

{s. 10(2)(xiv),
2nd proviso

&1

{s. 1o{2}{xiv),
znd proviso
(f)part ]
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Clause 35

Explanation.—Where any capital erpenditure has been
incurred before the commencement of the business, the ag-
gregate of the expenditure so incurred within three years
immediately preceding the commencement of the business
shall be deemed to have been incurred in the previous yeagr
in which the business is commenced;

(ii) notwithstanding anything contgined in clause (1),
where an assei representing............ expenditure of
a capital nature ceases to be used in a previous year
for scientific research related to the business and
the value of the asset at the time of the cessation,
together with the aggregate of deductions already
aticwed under clause (1), falls short of-the said
‘expenditure, then—

(3) there shall be aliowed ¢
deduction for that previous year of an amount
equal to such deficiency, and

{b) no deduction shall be allowed under that clause
for that previous year or for any subsequent pre-
vious year, .
(iii) if the asset mentioned in clause {ii) is sold, without
having been used for other purposes, in the year of
cessation, the sale price shall be taken to {Je the
value of the asset at the time of the cessation; and
if the asset is sold, without having been used for
other purposes, in a previous year subsequent to the
year of cessation. and the sale price falls short of the
value of the asset taken into account at the time of
cessation, an amount equal to the deficiency shall
be allowed as ¢ deduction for the previous year in
which the sale took place;
where a deduction is allowed for any previous year
under this section in respect of expenditure repre-
sented wholly or partly by an asset, no deduction
shall be allowed under section 32(1) clauses (i) (b
and (iv) [10(2){vi) or (vii) i.e., section authorising
depreciation allowance] for the same previous year
in respect of that asset;
where the asset is used in the business after it
ceases to be used for scientific research related to
that business, depreciation shall be admissible
under section 32(1), clauses (i) (ii) and (iv), [10(2}
(vi) and (vii) i.e., section authorising depregiation
allowance]. :

{3) I any quection arises under this section as to
whether, and if so, o what extent, any activity constitutes
or constituted or any asset is or was being used for scientific
research, the Central Board of Revenue shall refer the
guestion to the prescribed authority, whose decision shall be

nal, :

(4) The provisions of subs-section (2) of section 32
[Section re : depreciation] shgl] apply in relation to deduc-
tions allowable undaeri clause {iv) of sub-section (1) as} they

(iv)

(V)
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Clauses 35-36

apply in relation to deductions allowable in respect of dep-
reciation. :

The deductions provided for in the following clauses seeion 36
shall also be allowed in respect of the matters dealt wWith Guper deduc-
therein, in computing the income referred to in section 28 «iops.
[main section for income from businessj— Insurance of

{1) the amount of any premium paid mn respect of in- siocks or
surance against risk of damage or destruction of .............  stores.
stocks or stores used for the purposes of the business, pro- & o)),

i ; ri for stock
fession or vocation............... ; gtac ] or S1oCK

(2) any sum paid i0 an employee as bonus or commis- Bonus or co-
sion for services rendered, where such sum would not have mmission wo
been payable to him as profits or dividend if it had not been tmployees.
paid as bonus or commission, in either of the following L 19(2)(x},

cases, namely— main paca}
Gy . where the armount of the bonus or com- [s. 1o(2){x),
mission is ............ reasonable ............ with refer- proviso]
ence to—
(a) the pay of the employee and the conditions of his
service;

(b} the prefits of the business, profession or vogation
for the previous year in guestion, and

{c) the general practice in ...... similar businesses,
, P ; ’
professions or vocations; or

(i) where such payment is in pursuance of the award (New ]
of an industrial or other tribunal constituted under
any law for the settlement of industrial disputes;

3 ... e the amount of the interest paid in res- 'St
pect of capital borrowed for the purposes of the business, i":-‘;(“”’:')’
profession or vocation. main part]

Explanation.—Recurring subscriptions paid pericdically [s. 1o(2)(i),
by sharehclders or subscribers in such Mutual Benefit So- Explnl
cieties which fulfil such conditions as may be prescribed,
shail be deemed tc be capital borrowed within the meaning
of this clause.

(4) (a) ony sum paid by the assessee as an employer by Contributions
way of contribution towards g recognised provident fund 10<eRan fu-
or an approved superannuation fund, to the ertent provided [\ PLolek:
in section 293 [New Section in chapter on Recognised Pro- [ New )
vident Funds re : allowing deduction for emplover’s contri-
bution] or section 310 [58R, main para, part re : deduction
for employer’s contribution] as the case may be;

(b) any sum paid by the assessee as employer by way
of contribution towards any other fund created by
him for the exclusive benefit of his employees under
an irrepocable trust;

(3) in respect of animals which have been used for the an:iff:]}s(viii)]
purposes of the business, profession of vocation otherwise =
than as stock-in-trade and haveI died or become permanently
A ! .
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Clauses 36-38

useless for such purposes, the difference between the origi-
nal cost to the assessee of the animals and the amount, if
any, realised in respect of the carcasses or animals;
Bad debts. 6y ... debts, or parts thereof, that are established to
En""afr‘]’(;;g’])’ have become bad debts in the previous year, provided—

(1} such debts or parts of debts—

(a) have been taken into account in computing the

income of the assessee of that previous year or of
an eariier previous yea'r, or

(b} represent money lent in the ordinary course of
the business of banking or money-lending which
is carried on by the assessee; and

fLast words of (ii} such debts or parts of debts have been written off as
s ;‘iﬂfﬁa}] irrecoverable in the accounts of the assessee for

that previous year

g’;&?ﬁ%’-}&‘&r Provided that if the amount ultimately recovered on any

half ] such debt or part of debt is less than the difference between
the debt or part and the amount so deducted, the deficiency
shall be deductible for the previous year in which the ulti-
mate recovery is made :

Provided further that any such debt or part of debt as
is referred to in sub-clause g’i) may be deducted if it has
already been written off as irrecoverable in the accounts of
an earlier previous year but the Income-tax Officer had not
allowed it to be deducted on the ground that it had not been
established to have become a bad debt in that year.

Section 37 Any expenditure (not being expenditure of the nature
General described in sections 30 to 36 [all other sections re - deduc-
[s. 10(z)(xv}] tions] and not being in the nature of capital expenditire or
personal expenses of the assessee), laid out or expended
wholly and exclusively for the purpose of the business, pro-
fession or vocation shall be gllowed in computing income
chargeable under the head “Profits and gains of business,
profession or vocation”.
Section 38 (1) Where any substantial part of any premises ib used
g::ﬁl;nfsjéc‘ as a dwelling house by the assessee, the deduction |under
for business  section 30(a)(i) [10(2)(1) and (ii)] shall be such sum ks the
ctc. ornot  fncome-tax Officer may determine, having regard—
exclusively so
used. (a} in a case under section 30(a)(i)(a) [10(2)}(i)] to the
[s. ro(2)(i), proportionate annual value of the part used for the

proviso] purposes of the business, profession or vocation, or
[s. to{z}Hii} (b) in a case under section 30(a)(i)(b) [10(2)(i5)], to
proviso] the part of premyses used for the purpoges of

the business. [professi¢n or vocation.
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Clauses 38-40

(2) Where only a part of any premises is used for the {5 10(2)(ix),
purposes of the business, profession or vocation, the deduc- < poriion]
tion under section 30, clause (b) [10(2)(ix), earlier portion]
shall be such sum as the Income-taxr Officer may determine
having regard to the paert so used.

{3) Where any building, machinery, plant or furniture [s. 10(3) ]

........................ 15 not exclusively used for the purposes of
the business, profession or vocation, the deductions under
section 30(a)(31), 30(c), 31(i) and 31(ii), 32(1), clauses (i} (ii)
and (iv) and 36 clause (1) [8. 10(2) (iv), (v}, (vi) or (vii)]
shall be restricted to a fair proportional part thereof which
the Income-taxr Officer may determine having regard to the
user of such building, machinery, plant or furniture for the
purposes of the business, profession or vocation. :

Where a managing agent of a company is liable undes Section 39
an agreement made for adequate consideration to share JYihoo ©
managing agency cominission with a third party or parties, copmission
the said agent and the said party or parties shall file 2 [s. 12}
declaration showing the proportion in which such commis-
sion is shared between them, and on proof t0 the satisfac-
tion of the Income-tax Officer of the facts contained in such
declaration such agent and each such party shall be charge-
able only on the share to which such agent or party is en-
titled under the agreement.

Notwithstanding anything to the contrary in sections Sedtion 40
30 to 39, [10(2)], the following amounts shall not be de- 33"“‘?;'1 not
ducted in computing the income chargeable under the Tt
head “Profits and gains of business, profession or vocation”

{a) in the case of any assessee— s. 1of2) (iii)
proviso, part

(i ... any interest chargeable under this Act which

is payable outside India (not being interest on a |

loan issued for public subscription before the 1ist

day of April, 1938),......... on which tax has not

beer paid or deducted under section 202 or 204

[18Jand in respect of which there is no person in

India who may be treated ay an agent under sec-

tion 173 [431;

(... any sum paid on account of any cess, rate or s :10(¢) firs
tax levied on the profits or gains of any business, PaF-
profession or vocation or assesced at a proportion
of or otherwise on the basis of, any such profits
or gains;

(iii) any............ payment which is chargeable under (s, ro14) (2))
the head “Salaries”, if it is payable without Indie
and if the tax has nof been gajd thereon on gssess-
ment nor deducted therefrong hinder section 201,
[s.18] nor recovered under 8 qﬁon 209 [s.8(T);
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Clauses 40-4)

D.roly) €01 (iv) any....... . payment to a provideni or other fund
established for the benefit of employees of the
assessee, unless the assessee has made effective ar-
rangements to secure that tax shall be deducted at
source from any payments made from the fund
which are chargeable to tax under the head “Sala-
ries”;

[s. ro{q) {b).] (b} in the case of any firm, any............. payment of
interest, salary, commission or remuneration, made
by the firm to any pariner of the firm;

1.10(4A)(2).) () in the case of any company—

(i) any............ expenditure which results directly or
indirectly in the provision of any remuneration or
benefit or amenity to a director or a person who
has a substantial interest in the company within
the meaning of section 2 clause (20), Explanation
{s. 2(6C) (ii)];

b (i) any expenditure or allowance in respect of any
fs.10(sA)(b)] assets of the company used by any person refer-
red to in sub-~clause (i) either wholly or partly for

his own purposes or benefit,

if in the opinion of the Income-tax Officer any such
erpenditure or allowance as is mentioned in sub-
clauses (i) and (i) is excessive or unreasonable
having regard to the legitimate business needs of
the company and the benefit derived by or aceru-
ing to it therefrom.

[E’;‘;;’] (44) Explanation : The provisions of this clause...........
' [Section 10(4A)) shall apply notwithstanding that any
amount disallowed under this clause is included in the

total income of any person referred to in sub-clause (i}.

[ SExpl. last (d) in the case of a banking company, the amounts
sea (a) & (b)) which have been allowed as e deduction in com-

puting its income chargeable to income-taxr under
the head “Interest on securities” under the provi-
sions of section 20(1) {8 Expln(l) (b)]

Section L (1) Where for the purposes of computing income un-
geable o 1ac. der the head “Profits and gains of business, profession or
Amounts rec- v0OCation” an allowance or deduction has been made in the
ewved in res- assessment for any year in respect of any loss, expenditure
pect of loss or trading liability incurred by the assessee and, subse-
cec quently during any previous vear, the assessee has re-
[ 10(24)). ceived. whether in cash or in any other manner whatso-
ever, any amount in respect of such loss or expenditure
or has obtained some benefit in respect of such trading
liability by way of remission or cessation thereof, the
amount received by him or the value of the benefit ac-
cruing to him shall be chargeable to income-tar as the
income of the business, profession or vocation of that ipre-
vious year. _- :
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Clause 41

2 ......... Where any building, machinery or plant Profitsonsale
which is owned by the assessee and which was or has ofdepreciable
been used for the purposes of business, profession or vocgr 2<%
tion, is soid, discarded, demolished or destroyed in the (s le(“)(".“)e
previous year, and the moneys received in respect of such ;:rt, o it
building, machinery or plant, as the case may be, together proviso. p‘;n
with the amount of scrap value, if any, exceed the written simplified}
down value, so much of the excess as does not exceed the
difference between the original cost and the written down
value............ shall be chargeable to income-taxr ds income
of the business, profession or vocation of the previous year
in which the moneys are received.

Explanation 1—For the purposes of this sub-section, {s. rof2)(vii)
p e J s A 4th  proviso

the expression “moneys received” in respect of any build- par )

ing, machinery or plant has the same Mmeaning as in Sec-

tioln}32{1) (iv) [sec. re : depreciation-clause for loss on

sale

Explanation 2—The provisions of this sub-section shall [s. ro{2(vi)),
apply notwithstanding that the busiress, profession, or vo- 239, PIOW0
cation for the purposes of which the building, machinery or jhe,.... .
plant was being used is no longer in existence at the time thereof”']
when the building, machinery or plant is sold, discarded,

demolished or destroyed.

Explanation 3.—For the purposes of this sub-section, [s. 10(2)(1&5%
the original cost of a building, the written down value of 5th proviso.
which i1s determined in accordance with section 42 clause

{7} (b), proviso [Section 10(5) (b), 1st proviso] shall be

deemed to be the written down value so determined as

at the date 6f its being brought into use for the purposes

of the business, profession or vocation

{3) Where an asset representing expenditure of a capi- Profisonsle
tal nature on scientific research within the meaning of sec. of scientific
tion 35(1) (iv) read with section 42 clause (5) [Section 10 Iatarch av
(2) (xiv)) is sold whether during the continuance of the’ . .
business or after the cessation thereof without having been g;:i"(*g,g;;’g
used for other purposes and the proceeds of the sale toge- (¢}
ther with the total amount of the deductions made under '
Section 35(2) (i) [s. 10(2) (xiv) first para, latter part] ex-
ceed the amount of the capital expenditure, the excess or
the amount of the deductions so made, whichever is the
less. shall be chargeable to income-taxr as income of the
‘business, profession or wocation of the previous year in
which the sale took place.

{4) Where a deduction has been allowed in respect of {s.10{2) (xi),
a bad debt or part of debt under the provisions of section provie car-
36 clause (6) [s. 10(2) (xi) first paral then if the amount bt hail]
ultimately recovered on any such debt or part is greater
than the difference between the debl or part of debt and
the amount so allowed, the ekeess shikll be chargeable tn
income-tax as income of the business) profession or voca-
tion of the previous year in which it’i if"recovered.
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Clauge 42

In sections 28 to 41 [all sections incorporating any part
of section 10]and in this section, unless the context other-
wise requires,—

Section g2
Interpretation

Actual  cost 0 ... “actual cost” means the actual cost of the as-
S;-p‘p ;f"f}?é sets to the assessee reduced by that portion of the cost
end, eartier thereof, if any. as has been met directly or indirectly by

dart ] Government or by any public or local authority.........

8. 10(2) {xiv}» Explanation 1~—~Where an asset is used in the business
‘E’:‘Jd Inimtf:so after it ceases to be used for scientific research related to
par] O that business, and a deduction has to be made under sec-
tion 32(1), clause (i) (ii) or (iv) [Section 10(2) {vi} or
(vi))] in respect of that asset, the actual cost of the asset
to the assessee shall be the actual cost to the assessee as
reduced by the amount of any deduction allowed under
section 35(1) (iv) [10(2) (xiv}] or under any corresponding
1t of igz2.  provision of the Indien Income-tax Act, 1932, '

[5- ro(s) (c}.} Explanation 2—Where an asset is acquired by the as-
sessee by way of gift or inheritance, the actual cost of the
asset to the assessee shall be the written down value there-
of as in the case of the previous owner for the previous
year in which the asset is s0 acquired or the market:value
thereof on the date of such aequisition, whichever if the
less. =

Ei‘ I?O{Ei)sé?, Explanation 3—........ .. Where, before the date of ac-
provisd quisition by the assessee, the assets were at any timé used
by any other person for the purposes of his busines§, pro-
fession or vocation and the Elcome—tax Officer is salisfied
that the main purpose of the transfer of such assets, &irect-
ly or indirectly to the assessee, was the reduction of a lia-
bility to income-tax (by claiming depreciation with refer-
ence to an enhanced cost), the actual cost to the asbessee
shall be such an amount as the Income-tax Officer, may,
with the previous approval of the Inspectin istant
Commissioner, determine having regard to all the cikcum-
stances of the case. :

IS. 1o0(s) (a), Explanation 4—.... .. Where ... assets which had once

2nd provisol pelonged to the assessee and had been used by him for
the purposes of his business, profession or vocation and
thereafter ceased to be his property by reason of irgnsfer
or otherwise, are re-acquired him, the actual cest to
the assessee shall be the actual cost to him when hé first
acquired the assets less all depreciation actually ;ﬂowed

trof1922.  to him under this Act or under the Indian Income-tat Act,
1922, or under any Act repealed by that Act or under exe-

2001886 cutive orders issued when the Indian Income-tax Act, 1886,
was in force.

[3.12B(1),2nd Explanation 5—~When any capital asset is transferred
proviso latter by g company to its subsidiary company, then, if the condi-
balh parl  tions of section 47(iii) [section.12B(1), 9nd proviso, eprlier
half] are satisfied, the actualicost ... ... of the trapsfer-
red capital asset to the subsiqidry company shall be faken
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Clause 42

to be the same as it would have been if the parent com-
pany bad continued to hold the capital asset for the pur-
poses of its business.
‘paid’

(2) “paid” means actually paid or incurred according [S_.p 10{5}
to the method of accounting upon the basis of which the Fist  para,
profits or gains are computed under the head “Profits and part.]
gains of business, profession or vocation”;

(3) “plant” inciudes ships, vehicles, books, scientific s, p!anio(s,}
apparatus and surgical equipment purchased for the pur-Fint para,
poses of the business, profession or vocation; part.J

{4) “received” means received according to the method ‘Received”
of accounting upon the basis of which the profits or gains (New.]
are computed under the head “Profits and gains of business,
profession or vocation”;

(5) (i) “scientific research” means any activities in the “Seientific
fields of natural or applied science for the extension of ’g"mh :
knowledge; [S.t0{2) (xiv}

Expla. (i}.]
(ii) references to expenditure incurred on scientific re- [S.ro(2)(xiv)
search........... include all expenditure incurred for the pro- Expin. (i).]

secution of, or the provision of facilities for the prosecu-
tion of, scientific research, but do not include any expen-
diture ipcurred in the acquisition of rights in, or arising
out of, scientific research;

(iii) references to scientific research related to a busi- !ES-'?(’)({‘?")
ness or class of business inelude— xpin. (3ii).}

(a) any scientific research which may lead to or faci-
litate an extension of that business or, as the case
may be, all businesses of that class;

(b} any scientific research of a medical nature which
has a special relation to the welfare of workers
employed in that business or, as the case may be,
all businesses of that class;

(6y............ “speculative transaction” means a transac-[S.  24(1)
tion in which a contract for purchase and sale of any Expla. (2).]
commodity, including stocks and shares, is periodically or )
ultimately settled otherwise than by the actual delivery
or transfer of the commedity or scrips:

Provided that for the purposes of this clause—

{(a) a contract in respect of raw materials or merchan-
dise entered into by a person in the course of his
manufacturing or merchanting business to guard

. against loss through future price fluctuations in
respect of his contrycts for ;actual delivery of
goods manufactured py him;dr merchandise sold
by him; or
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Clause 42

(b) a contract in respect of stocks and shares entered
into by a dealer or investor therein to guard
against loss in his holdings of stocks and shares
through price fluctuations; or )

{t} a contract entered into by & member of a forward
market or a stock exchange in the course of any
transaction in the nature of jobbing or arbitrage
to guard against loss which may arise in the ordi-
nary course of his business as such member;

shall not be deemed to be a spéculative transaction;

“Written (7) “written down value” means—
‘E,f “?0‘(’;;“(‘;) (a) in the case of assets acquired in the previous year,
matn part.} the actual cost to the assessee:

* * ]
{s. 10(5) (b), (b} in the case of assets acquired before the previous
main part.]

year, the actual cost to the assessee less all depre-
ciation actually allowed to him under this Act,
or under the Indign Income-tax Aect, 1922, or any
Act repealed by that Act, or under executive
orders ssued when the Indian Income-tax Act, 1886
was in force:

is. 10{5) (b}, Provided that in the case of a building previously the

mstproviso]  property of the assessee and brought into use for the pur-
poses of the business, profession or vacation after the 28th
day of February, 1946, “written down value” means the
actual cost to the assessee reduced by an amount equal to
the depreciation calculated at the rate in force on that
date that would have been allowable had the building been
used for the aforesaid purposes since the date of its ac-
quisition by the assessee and had the provisions of this
Act relating to the allowance for depreciation been in force
on and from the date of acquisition.

fs. 10(s} (b), Explanation 1.—When in a case of succession in busi-
and proviso] pess profession or vocation, an essessment is made on the
successor under section 180(2) [Section 26(2) proviso], the
written down value of any asset shall be the amount which
would have been taken as its written down value if the
assessment had been made directly on the person succeed-
. ed to.

fs- 12B (1), Explanation 2—When any capital asset is transferred
12’3‘;-‘ PNVI;S‘;;, by a company to its subsidiary company, then, if the com-
p“a'rf'] ™ ditions of section 47(ii1) [section 12B(1), 2nd proviso, ear-
' lier half] are satisfied, the............ written down value....... ..
of the transferred capital asset to the subsidiary company
shall be taken to be the same as it would have been if the
parent company had continued to hold the capital asset for

the purposes of its business,

{s. 1o(5) Ezxplanation 3—Any allowance in respect of any dé-

E;‘;‘“- tatter preciation carried forward under Chapter VI [chapter on

4 Aggregation and set off] shall be deemed to be depnecia-
tion “actually allowed”. . :

11 of 1922,

2 of 1886,
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Buildings provided by the assessee for the residential Section 43
accommodation of his employees engaged in the business, Residences of
profession or vocation, where the occupation by the em- employces.
ployees of such building is subservient to and necessary for [New]
the performance of their duties, shall, for the purposes of
computation of income chargeable under the head “Profits
and gains of business, profession or vocation”, be deemed
to be buildings occupied by the assessee for the purposes
of his business, profession or vocation.

Insurance business

Notwithstanding anything to the contrary contained in Sestion ‘44,
the provisions of this Act relating to the computation of [nsurance
income chargeable under the head “Interest on securities”, " d
“Income from house property” or “Income from other sour- g’c'_h'c‘é(gl)c e
ces”, or in section 207 [18(5), main para, part regarding a9} ’
credit for tax deducted at source] or in sections 28 to 43
fall earlier sections regarding Profits and gains of busi-
ness], the profits and gains of any business of insurance,
including any such business carried on by a mutual insu-
rance association or by a co-operative society, shall be com-
puted in accordance with the provisions of the First Sche-
dule [Schedule, Rules 1 to 8].

E—Capital gains

,,,,,,,,,,,, Any profits or gains arising from the sale, €X- Section 45
change, relinquishment or transfer of a capital asset effect- Capital gains
ed in the previous year shall, save as otherwise provided[s. 12B (1)
tn sections 55 and 56 [12B(4)] be churgeable to income-taxr main  para
under the head ‘Capital gaing. eatlier part.]

The income chargeable to income-tar under the head %‘;‘;;;:;s ve‘;?'
“Capital gains” shall be deemed to be the income of the (. r2B()
previous year in which the sale, exchange, relinquishment ;. (1
or transfer took place. latter part.}

For the purposes of section 45 [12B(1) main para}, the Section 47
following shall not be treated as a sale, exchange, relinqui- Fransactions

shment or transfer of capital essets— o iegarded
(i) any distribution of capital assets on the total orls  t=B{s)
partial partition of a Hindu undivided family; e Prov.
(il) any t'_rﬁnsfer of a capital asset under a...... gift...... %;x%;z;_i“

or will;

. : . 128 d
{iil) any transfer of a capital asset by a company to its ﬁ-;\?. Qj?cr

subsidiary company if— part.]

(a) the parent company or its nominees hold the
whole of the share capital of the subsidiary com-
pany, and

(b} the subsidiary company is an Indian company
and is a resident. '



Section  48.
Mode ol com-
putation and
deductions.
is.  12B(2),
opening
lines.]

fs. 12B(2) (1))

[s. 32B{z2) (i)
part.j

Section  49.
Statatory cost
with releren-
ce to modes
of acquisition

fivew]

Section  Fo.
Determina-
tion of status
tory cost.

fs. 12 B{2)
{ii}, part.]

[s. 12B{2),
ard V.
part.]
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Clauses 48-_50

The income chargeable under the head “Capital gains”
shall be computed by deducting from the full value of the
consideration for which the sale, exchange, relinguishment
or transfer of the capital asset is made, the following
amounts, namely—

(i) expenditure incurred wholly and exclusively in
connection with such sale, exchange, relinquish-
ment or transfer;

(i1) the statutory cost of the capital asset, as determin-
ed in accordance with the provisions hereinafter
contgined............

Where the capital asset became the property of . the
assessee by any of the following modes, the statutory cost
of the asset shall be determined in accordance with the
provisions of sections 50 and 51 [next two sections follow-
ing, dealing with determination of statutory cost]—

(i) under o purchase, exchange, relinquishment or other
transfer;

(ii) on any distribution of capital assets on the totgl or
partial partition of e Hindu wundivided family;

{iii) under a gift or will;
{(iv) (a) by succession, inheritance or devolution; or

(b} on any distribution of capttai assets on the dis_tolu-
tion of a firm or other association of persons; or

{¢c) on any distribution of capital assets on the qui.ida-
tion of a company; or

(d) under g transfer on revocable or irrevocable trust.

The statutory cost of an asset shall be determined as
follows—

(1) Where the cavital asset became the property of
the assessee by any of the modes specified] in
section 49(i) {clause (i) of section for statutory
cost with reference to modes of acquisition], the
statutory cost of the asset shall be—

(a) the cost of acquisition of the asset to the apses-
See......... , as increased by the cost of any im-
provements made thereto, incurred and bornk by
the assessee; or

where the capital asset became the property of
the assessee............ before the lst day of Janu-
ary, 1954, then, at the option of the assessee, the
fair market value of the asset on the lst day of
January, 1954, as increased by the cost of any
improvements made thereto on or after ithe 1st
day of Janugry, 1954 incurred and borne by the
assessee. . i

(b)
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(2) Where the capital asset became the property of s 128(s),
the assessee by the mode specified in section 49 (ii) [clause DA para,
(i} of section re: statutory cost with reference to modes ;:f.t‘ir half,
of acquisition], the statutory cost of the asset shall be de-
termined as follows—

(i) where the capital asset became the property of the(s. 1.8 {3),
assessee before the 1st day of April, 1956, the sta- prov. @),
tutory cost of the asset shall be the highest of the P&l
following—

{a) the cost of acquisition of the asset to the previ- [s. 12B(3).
ous owner thereof, as increased by the cost of main para,
any improvements made thereto after its acqui- ‘:ﬁf" half,
sition by the previous owner or the assessee, in-*
curred and borne by the vrevious owner or the
assessee, as the case may be; or

(b) ... the fair market value of the. .. .. asset on [s. 12B  (y),
the date on which it became the property of theprov. (i),
assessee.... ... , as increased by the cost of Part)
any improvements made thereto after its acqu-
sitton by the assessee, incurred and borne by
the assessee; or

(c) where the capital asset became the property of s.1e B (2),
the previous owner.. ... before the 1st day of srd  prov.
January, 1954, the fair market value of the as- PA™
set on the lst day of January, 1954, as increased
by the cost of any improvements made thereto
on or after the lst day of January, 1954, by the
previous owner or the assessee, incurred and
borrne by the previous owner or the assessee, as
the case may be;

(il where the capital asset became the property ofls 12B (3)
the assessee on or after the 1st day of April, 1956, Proviso (ii)]
............ the statutory cost of the asset shall be the
fair market value of the asset on the date of the
partition. as increased by the cost of any improve-
ments made thereto on or after the date of the par-
tition, incurred and borne by the assessee.

(3) Where the capital asset became the property of
the assessee by any of the modes specified in section 49
(iii) [clause (iil) of section regarding statutory cost with
reference to mode of acquisition), the statutory cost of the
asset shall be determined as follows :— b2 B (@
(i} where the capital asset became the prop of gﬁ:, R
the assessee before the 1st day of April, 1996, its {3),  main
statutory cost shall be determined in accordance para, earlier
with the provisions of elause (i) of sub-section (2); :‘aif part;

.12 B (3):
(i) where the cepital assqt became the property of g;::&T (i)

the assessee on or afted the ls lgay of April 1956,
the statutory cost of the hisset shigll be—
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Clauses 50-51
is. 12B (3}, (a) the cost of acquisition of the asset to the previ-
main  para, ous owner thereof, as increased by the cost of
earfier halt, any improvements made thereto after its acqui-
part] sition by the previous owner or the assessee, in-

curred and borne by the previous owner or the
assessee, as the case may be; or

[s- 128 (2}, (b) where the asset became the property of the pre-
grd _ prov, vious owner before the lst day of January, 1054,
part.] then, at the option of the assessee, the fair mar-

ket value of the asset on the 1st day of Januery,
1934, as increased by the cost of any improve-
ments made thereto on or after the lst day of
January, 1954, by the previous owner or the as-
sessee, incurred and borne by the previous own-
er or the assessee, as the case may be.

(4) Where the capital asset became the property of
the assessee, whether before or after the lst day of Janu-
ary, 1954, by any of the modes specified in section 49 (iv)
[clause (iv) of section re : statutory cost and mode of ac-
quisition]}, the statutory cost of the capital asset shall be—

[s. 12 B (3), (a) the cost of acquisition of the. asset to the previous
main  paia, owner thereof, as increased by the cost of any im-
carlier  balf, provements made thereto after its acquisition by
part] the previous owner or the assessee, incurred and

borne by the previous owner or the assesgee, as
the case may be; or

[s. 12 B {2}, (b) where the asset became the propérty of the previ-
ard  prov. ous owner before the ist day of Jenuary, 1954,
pari] then, at the option of the assessee, the fair murket

value of the asset on the 1st day of January, 1954,
as increased by the cost of any  improvements
made thereto on or qfter the lst day of January,
1954, by the previous owner or the assessee, incur-
red and borne by the previous owner or the as-
sessee, as the case may be.

fs. 12B (3), Explanation.—Where the cost of acquisition of ¢ capt-
pnam ha?am: tal asset to the previous owner cannot be ascertaindd, the
auer balf)  goir market value on the date on which the capital asset
became the property of the previous owner shall be deem-
ed to be the cost of acquisition thereof to the
owner for the purposes of this section.

Section 51 Where the capital asset is an asset in regpect of which
Special pro- 3 deduction on account of depreciation has been obtrined
vsion for by the assessee in any previous year either under this Act
statatory cost O under the Indian Income-tax Act, 1922, or any Act re-
in the case of pealed by that Act, or under erecutive orders issued when
depreciable the Indian Income-tagr Act, 1886, was in force, the i

+ - , l-
agsets. sions of section 50 [preceding section regarding deE_ ermi-
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nation of statutory cost] shall be subject to the following '* °f 1922
modifications . — 2 of 1886

{1) The written down value, as defined in section 42
clause (7) {s. 10(5)], of the asset, as adjusted, shall Le- Q' Lo,
be taken as the statutory cost of the asset. pan]p '
(2) Where under any provision of section 50.... . ipre-
ceding section regarding computation of statutory [+ 12(B (2),
cost] the fair market value of the asset on the 1st Provise part]
day of January, 1954, is to be taken into account
at the option of the assessee, then, the statutory
cost of the asset shall, ot the option of the assessee,
be the fair market value of the asset on the said
date, as reduced by the amount of depreciation, if

any, allowed to the assessee after the said date,
and as adjusted.

............ Where any capital asset was on any previous Section 32
occasion the subject of negotiations for its sale, exchange, Option
relinquishment or transfer, any option or other MONEY Te moond.
ceived and retained by the assessee in respect of such nego- B (2)
tiations shall be deducted from the cost of acquisition O?Eé;:;miso]’
the written down value or the fair tarket value, as the
case may be, in computing the statutory cost.

The full value of the consideration for the exchange g.qion 53
of a capital asset referred to in  section 48 [section re: Considera-
computation of income] shall be taken to be the fair mar-tion for ex-
ket value, on the date of the exchange, of the asset obtgin. Shange.
ed by the assessee in exchange,— [New]

(8) us increased by the value of any other considera-
tion obtained by the assessee, and

(b) as diminished by the value of any consideration,

in addition to the capital asset, given by the asses-
see, :

Where the Income-tax Officer is satisfied that the con- Seqtion 54.
sideration recited in any deed of sale, exchange, relin- Considesa-
quishyent or transfer of a capital asset is low and that it tioa for ’;if;,
was s0 recited with the object of avoidance or reduction e eoiniod i
of the liability of the assessee under section 45 [section cagq of
re: chargeability), the full value of the consideration re- undemstate-
ferred to in section 48 [section re: computation of capital meht.
gains] shall, with the prior approval of the Inspecting As- (s 12 B (2),
sistant Commissioner............. ... , be taken to be the fair 1stprov.]
market value of the capital asset on the date on which the
sale, exchange, relinquishment or transfer took place.

Notwithstanding anything contained in section 45 [S. oction a3
12B(1) main para], where a capital gain arises from the Sﬁ,‘;’;pt gftom
sale, exchange or transfer of one or more capital assets, wax
being buildings or lands eppurtenant thereto the income , 4,8 )
of which is chargeable under the head “Income from house Ean
10—1 Law Com.[58, ' '
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property”, and the full aggregate value of the considera-
tion for which the sale, exchange, or transfer is made does
not exceed the sum of twenty-five thousand rupees, the
capital gain shall not......... .. be included in the total in-
come of the assessee:

Provided that this section shall not apply in any case
where the aggregate of the fair market values of all capi-
tal assets, being buildings or lands appurtenant thereto
the income of which is chargeable under the head “Income
from house property”, owned by the assessee immediately
before the sale, exchange or transfer aforesaid is made,
exceeds the sum of rupees fifty thousand.

Seation Sf- Where a capital gain arises from the sale, exchange,

zf"’ ;f:p::l; relinquishment or transfer of a capital asset to which the

oeed for rest, provisions of section 55 [12B(4} (a)] are not applicable, be-

dences. ing buildings or londs appurtenant thereto the income of

fs. 12 B (g), Which is chargeable under the head ‘Income from house

(b}} property’, which in the two years immmediately preceding
the date on which the sale, exchange, relinquishment or
transfer took place, was being used by the assessee .Or a
parent of his mainly for the purposes of his own or the
parent’s own residence, and the assessee has within a
period of one year before or after that date purchased a
new property for the purposes of his own residence, then
instead of the capital gain being charged to income-tar
as income of the previous year in which the sale, exchange,
relinquishment or transfer took place, it shall, if the jsses-
see 5o elects in writing before the assessment is made, be
dealt with in accordance with the following provisiops of
this section, that is to say,— '

(i) if the amount of the capital gain is greater than
ihe cost of the new asset, the difference between
the amount of the capital gain and the cost of the
new asset shall be charged under section 45 [(12B)
(1), main para] as income of the previous year; or

(i) if the amount of the capital gain is equal to of less
than the cost of the mew asset, the capital gain

shall not be charged under section 45 [sectiop 12B

(1) main para].

H
?;f;g‘r‘m_-"? In sections 50 and 51 [sections re : determinatign of
tion. statutory cost]— ;
(New] (a) “adjusted”, in relation to written down valie or
[f. 5. 12B (a), fair market value, means diminished by angy loss
end  prov. deducted or increased’ by any profit assessed, knder
Jatter half) the provisions of section 32(1) clause (iv) {s. 10

(2) (vii)—part for losses] or section 41(2) [s.;10(2)
(vii)—part for profitsl, as the case may be;

Eg: 2B (2), (b) “cost of any improvements” means ail expenditure
H) part} of a capital mature incurred in making any aeddi-
tions or altemations tb the capital asset, but does

[
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Clguses 57—59

not include any expenditure which is deductible
in computing the income chargeable under the
head “Interest on securities”, “Income from house
property”, “Profits and gains of business, profes-
sion or vocation” or “Income from other sources” )
and “improvements” shall be construed according-
Iy.

F—Income from other sources Section 58

) ... Income...... of every kind ........... shall Income from
be chargeable to income-tax under the head “Income from Other sources.
other sources” if it is not chargeable to income-taxr under [Scctionz(1)]
any of the heads specified in section 14, items A to E {Sec-
tion 6, clauses (i) to (iv) and (vi)].

(2) In particular, and without prejudice to the generc-
lity of the provisions of sub-section (1), the following in~
come shall be chargeable to income-tax under the head “In-
come from other sources”, namely: —

. i
(i) dividends.................. : Bt

(ii) income from machinery, plant or furniture belong- Hireof
ing to the assessee and let on hire, if the income :}:3“::“"
is not chargeable to income-tar under the head furpitwre.

“Profits and gains of business, profession or voca- [New)

tion”; :

(iii) where an assessee lets on hire machinery, plant or Lease of
furniture belonging to him and also buildings, and buil bl
the letting of the buildings is inseparable from the [igaradle
letting of the sdid machinery, plant or furniture, mﬁﬁmr}'
the income from such letting of the buildings, if it etw.
is not chargeable to income-tuxr under the head [New)
“Profits and gains of business, profession or voca-
tion.”

(1) For the purposes .of inclusion in the tota] income Secfon 59
of an assessee.... ... any dividend paid by a company whose Grosing up
total income is chargeable to incomedax under this Act °f dividends.
shall be the gross amount of the dividend as determined [5- 16 (D)
under sub-section (2). - mair para.

part
(2) Subject to the provisions of sub-gection (3), the gross (s.1 (23,
amount of the dividend shall ba the ambunt of the net divi- maid pars,

denld as increased in accordance with the following for- part
mula—

DxR
100 minus R.
In the above formula,—

{i} “Increase” stands for t increaie: to be made in the
amount of the net divigend;

Increase=




{S. 16 {2)

provisa.)

Section 60

(8. 2 (2,
main para,
part.]

5. 12 (3) &
4} part for
ductions.}

[S. 12 (),
main  para
part,)

(1)
(iii)

{3)
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‘D" stands for the amount of the net dividend; and

‘R’ stands for the average rate of income-taxr ap-
plicable to the company for the financial year n
which the dividend is paid, credited or distributed
or deemed to have been paid, credited or distri-
buted. The rate is to be expressed as a percentage:
for example, where the rate is 25 naya paise ‘per
rupee, ‘R’ stands for the figure 25.

............ When the fund out of which the dividend

has been paid, credited or distributed or deemed to have
been paid, credited or distributed includes—

(1

(i1)

{iii)

any profits and gains of the company not included
in itg total income, or

any income of the company cn which income-tax
was not payable, or

any amount attributable to any allowance made in
computing the profits and gains of the company,
the increase to be made under sub-section (2) shall
be calculated only upon such proportion of the net
dividend as the said fund after deduction of the
inclusions enumerated above bears to the whole of
that fund,

The income chargeable under the head “Income from
Deductions. other sources” shall be computed after making the follow-
ing deductions, namely:— |

)

(i1)

............ in the case of............dividends, any reason.
able sum paid by way of commission or remunera-
tion to a banker or any other person realising such
dividend on behalf of the assessee;

in the case of income of the nature referred to in
section 58(2), clauses (il) and (iii), [new sub-sec-
tions regarding income from hire of machinery etc.
and lease of buildings, inseparable from machinery,
in the Section regarding chargeability], deductions,
so far as may be, in accordance with the provisions
of sections 30{a)(ii), 30{c), 31, clauses (i) and (ii),
32(1). clauses (i) (ii) and (iv}), and 36, clause (1)
[section 10(2){iv), (v}, (vi} and (vii) portions in-
corporated in draft section for deductions in income
from business], and subject to the provisions of
sections 34 and 38 [section 10, provisions incorpo-
rated in draft section regarding conditions for de-
preciation and development rebate and partial
user];

(iii) any other expenditure (not being in the nature of

capital expenditure} latd out or erpended wholly
and exclustvely for the purpose of making or earn-

ing such income..................
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Notwithstanding anything to the contrary contained in Section 61
section 60 [Section regarding deductions for income from amounts not
other sources), the following amounts shall not be deduc- deductible.
tible in computing the income chargeable under the head
“Income from other sources”, namely:—

(a) in the case of any assessee— [S. 12 (2},
proviso. ]

(i) any personal expenses of the assessee;

(i1} any interest chargeable under this Act which is
payable outside India (not being interest on a
loan issued for public subsecription before the
Ist day of April, 1938),.................. on which tax
has not been paid or deducted under section 202
or 204 [Sections regarding deductions of tax at
source]. and in respect of which there is no per-
son in India who may be treated as an agent
under section 173[section 43];

(iii) any payment which is chargeable under the head
“Salaries”, if it is payable without India, unless
{ax has been paid thereon on assessment or de-
ducted therefrom under section 201 [18(2)]
or recovered under section 209 [18(7)];

(b) in the case of a company, any erpenditure or allow- {S. 1z (5)
ance of the nature referred to in section 40, clause Pa”l“ S read
{c) [section 10(4A)(2) and-(b)]. notwithstanding Z‘::a}] - 10
that the amount thereof is included in the total in- ’
come of any person referred to in section 40(c)(i}
[10(4A) (2)].

(1) The provisions of section 41(1) (Section 10(2A)] Section 62
shall apply, so far as may be, in computing the income of Profits
an assessee under section 58 [main section regarding charge- chargeable
ability of Income from other sources], as they apply in'®®%
computing the income of an assessee under the head s 2 (5)
“Profits and gains of business, profession or vocation”. part.]

(2) When any buildings, machinery, plant or furniture (8. 12 (3) &

to which sectiorn 58(2). clauses (ii} and (iii) [sub-sections (4), part for
regarding income from hire of machinery etc. and leage profits)
of buiiding, inseparable from machinery, in the section re-
garding chargeability] apply are sold, discarded, demolished
or destroyed, the provisigns of section 41{2) [Section 10(2)
{vil), 2nd and 4th provisos, so far as they deal with profits]
shall avply, so far as may be, in computing the income of
an gssessee under section 58 [Section regarding chargeability
of income from other sources] as they apply in computing
the income of an assessee unddr the head “Profits and gains
of business, profession or vocation”.
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Clauses 63—67
CHAPTER V

INCOME OF OTHER PERSONS, INCLUDED IN
ASSESSEE'S TOTAL INCOME

Section 63 All income arising to any person by virtue of a transfer
Transfer  of ... whether revocable or not and whether efected
"é“’“:g- before or after the commencement of this Act, shall, where
Ec)'min pa(r;}’ there is no transfer of the assets from which the income

carlier half] arises, be chargeable to income-tar as the income of the
. transferor. ... and shall be included in his total income.

Sectd

I:::;::b,e * All income arising to any person by virtue of a revo-

transfer  of Cable transfer of assets shall be chargeable to income-tar

assets. as the income of the transferor and shall be included in his

(5. 16 (1) (ch total income.

main  para,

laiter hall}

Secrion 63 (1) The provisions of section 64 [S. 16(1)(c), main para,

Irrevocable  Jatter half] shall not apply to any income—
transiers.

{S. 16 (1) (e}, (a) arising to any person by virtue of a transfer which
3';1[.5“‘;"";(0]' is not revocable for a period exceeding six years
carher . or during the lifetime of the transferee, or, im the
case of a transfer by way of trust, during the life-
time of the beneficiery, and
(b) from which income the transferor derives no direct
or indirect henefit,

{3, 16 (1) {¢) (2) Notwithstanding anything contained in sub-section
fa’l‘fﬂ E;‘,’;']'“’ (1), all income arising to any person by virtue of a transfer
"~ shall be chargeable to income-taxr as the income of the
transferor as and when the power to revoke the transfer

arises, and shall then be included in his-total income.

Section 66 For the purposes of sections 63, 64 and 65 [section 16
Definitions.  (1)(¢), main para and 8rd proviso] and of this section,—-

8. 16 (1) (0) a) ............ a transfer shall be deemed to be revacable

18t provise.]

(i) it contains any provision for the retransfer direct-
Iy or indirectly of the income or assets io the
............ transferrr, or

(it) it, in any way, gives the transferor a right to
reassume power directly or indirectly ovet the
income or assets; ’

£S. 16 (1) (¢),

nd proviso, (R) “transfer” includes any settlement, trust, covenant,
pari] agreement or arrangeynent. !

Section 67 In computing the total income of any individual, being
Husband, a male, there shall be included all such income as arises

wife and directly or indirectly—
minor child-

ren. (i) to his wife from the membership of the wife in a
[S. 16 (3).] firm in which such individual is a partner;
(ii) to a minor child of such individual from the admis.
sion of the minor to’ the benefits of partnedship
in a firm in which such individual is a partner
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(iii) to his wife from assets transferred directly or in-
directly to the wife by such individual otherwise
than for adequate consideratiorr or in connection
with an agreement to live apart;...............

(iv) to a minor child, not being a married daughter, of

. such individual from assets transferred directly or

indirectly to the minor child by such individual
otherwise than for adequate consideration; or

(v) ... to any person of association of persons.....
...... from asseis transferred otherwise than for ade-
quate consideration to the person or association by
such individual for the benefit of his wife, or a
minor child {(not being a married deughter), or both.

CHAPTER VI

AGGREGATION OF INCOME AND SET-OFF OR CARRY
FORWARD OF LOSS

Aggregation of income

In computing the total income of an assessee, there Section 68
shall be included all income on which no income-taxr is Totalincome
payable under the provisions of sections 81 to 87 [Sections [S.16 (1) (a)
relating to income on which no income-tax is payable]. cardier part.]

(1) In computing the total income of an assessee who Seduon 69 °
is a partner of a firm............. swhether the net result of the Mathod  of
computation of total income of the firm is a profit or a loss, computing
his share (whether a net profit or a net loss) shall be :hanpa:r;mﬁ:

computed as follows— income of the

{(a) any interest, selary, commission or other remunera- ‘fg‘“ 16 (1) (b)
tion paid to any partner in respect of the previous main para.l
year shall be deducted from the total income of
the firm, and the balance aspertained and appor-
tioned among the patiners;

(b) where the amount apportioned to the partner under
clause (a) is a profit, any salary, interest, commission
or other remuneration paid to the partner by the
firm in respect of the previous year shall be added
to that amount, and the result shall be treated as
the partner’s share in the income of the firm;

(¢) where the amount apportioned to the partner under
clause (a) is a loss, any salary, interest, commission
or other remuneration paid to the partner by the
firm in respect of the previous year shall be ad-
justed against that amount, and the result shall be
treated as the partne¥'s share in the income of the
firm. : ! i
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[New] (2) A partner's share in the income of the firm. as

. computed under sub-section (1), shall, for the purposes of
assessment, be apportioned under the various heads of in-
come in the proportion which the income of the firm under
each head bears to the total income of the firm.

[New) (3} Any interest paid by a partner on capital borrowed
for the purposes of investment as his capital in the firm
shall, in computing his iricome chargeable under the head
“Profits and gains of business, profession or vocation” in
respect of his share in the income of the firm, be deducted
from the share, but no other deduction shall be allowed in
respect of the said share.

[S. 16 (1} (b} {(4) If ¢ partners share in the income of the firm, as

proviso. ] computed under this section, is a loss, such loss may be
set off, or carried forward and set off, in accordance with
the provisions of this Chapter.

[New) Explanation.—In this section, “paid” has the same megn-
ing as ig assigned to it in section 42, clause (2) [s. 10(5)].
Section 0 Where any sum is found credited in the books of an
Cash credits. ggsessee maintained for any previous year, and the assessee
{New} offers no erplanation gbout the nature and source thereof

or the explanation offered by him is not satisfactory, the
sum so credited shall be deemed to be the income of the
assessee and shall be chargeable to income-tax gs the in-
come of that previous year.

Seetion 71 Where in the financial year immediately preceding the

Unexplained ggsessment year the gssessee has made investments which

IoVeStments. ro not recorded in the hooks of account maintained by him

[New} for any source of income, and the assessee offers no expla-
nation about the nature and gource of the investments or
the explanation offered by him is not accepted by the In-
come-tax Officer, the value of the investments shall be deem-
ed to be income of the assessee of such financial year.

Section 72 Set off, or carry forward and set off

Set-off of loss Save as otherwise provided in this Act, where the net
from one bu- result for any assessment year in respect of any business,
Faess 1 *'1035 profession or vscation carried on by the assessee, computed
om ANOTE: under the head “Profits and gains of business, profession or

{New] vocation”, is a loss, the assessee shall be entitled to have
the amount of such loss set of against the profits and
gamns assessable for that assessment year from any other
business, profession or vocation under the said hea of in-
come.

. Section 73

(1) Where in respect of any assessment year the net
Ser-off of loss. result of the computation under any of the heads of income
to another. Mentioned in section 14 [6] other than “Capital gains” is
[s. 24 (1), @ l0Ss to the assessee, the assessee shall, subject to the other
main para.] provisions of this Chapter, be entitled to have the amount
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of such loss set off against his income assessable for that
assessment year under any other head................. except

“Capital gains”.

{2) Where for any assessment year the net result of Camy for.
the computation under the head “Profits and gains of busi- 0‘”;“}@“‘% set
ness, profession or vocation” is a loss to the assessee, not baeg, oS
being a loss sustained in a speculation business, and such
loss has not been wholly set off in accordance with the pro- &, 24 (2
visions of sub-section (1), so much of the loss as is not so pmar?‘]para’
set off or the whole loss where the assessee had no income ™
under any other head, shall, subject to the other provisions
of this Chapter, be carried forward to the following assess-

ment year, and.....................

Gy ... it shall be set off against the profits and
gains, if any, of any business, profession or voca-
tion carried on by hirn and assessable for that assess-
ment year, provided that the business, profession or
vocation for which the loss was originally computed
continued to be carried on by him in the previous
year relevant for that assessment year; and

(ii} if the loss......... _.cannot be wholly so set off, the

amount of loss not so set off shall be carried forward
to the following assessment year and so on,

(3) Where any allowance or part thereof is under sub- [f;mf‘i&) (2),
section (2) of section 32 [section regarding depreciation] or ;g :)op?:)’
sub-section (4) of section 35 [Section regarding scientific (xiv)  2nd
research expenditure] to be carried forward, effect shall brov.(f)part]
first be given to the provisions of sub-section (2).

(4) ......... No loss shall be......... carried forward under [s. 24 (2)
this section for more than eight assessment years imme- T2 par
diately succeeding the assessment yeur for which the loss part.]
was first computed.

Section  74.

{1) Any loss computed in respect of a speculation busi- |, esin ope-
ness carried on by the assessee, shall not be set off except culation busi-
ageinst profits and gains, if any, of another speculation busi- ness.
ness. [a. 24 {1}, 1st

- prav,

(2) Where for any agsessment year any loss computed [s. a4 {(2h
in respect of a speculation business has not been wholly set wain  para
off under sub-section (1), so much of the loss as is not so P¥"
set off or the whole loss where the assessee had no income
from any other speculation business, shall, subject to the
other provisions of this Chapter, be carried forward to the
following assessment year, an

G .o it shall be set off against the profits and

gains, if any, of any speculation business carried on
by him assessable for that assessment year; and

(i) if the loss cannot be wholly so0 set off, the amount

of loss not so set off shall be carried forward to the
following assessment year and iso on.
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grov??b){;;,rt (3) In respect of allowance on account of depreciation or
ands. 10 (2) capital expenditure on scientific research, the provisions of
{xiv), 2nd sub-section (3) of section 73 [preceding section regarding set
Prov.,  {f} off etc. in non-speculation business] shall apply in relation to

part.] speculation business ag they apply in relation to any other
business. .
5. 24 {2} (4} No loss shall be carried forward under this section

main  pata, {or more than eight assessment years immediately succeed-

part.] ing the assessment year for which the loss was first com-
puted.
Section 75 (1) Where in the previous year relevant for any assess-

Losses under ment year the assessee sustains a loss under the head “Capi-
e il S tal gains”, the assessee shall, subject to the other provisions
gainf»',_a of this Chapter, be entitled to have the amount of such

loss set off against his other income assessable for that as-
[s- 24(2A))  sessment year under the head “Capital gains”.

[s- 24 (2B), (2) Where in respect of any assessment year the net

part.] result of the computation under the head “Capital gains”
is a loss to the assessee, such loss shall, subject to the other
provisions of this Chapter, be carried forward to the follow-
ing assessment year and set off against capital gains gssess-
able for that assessment year, and if it cannot be so set off,
the amount thereof not so set off shall be carried farward
to the following assessment year and so on...... : '

Provided that where the loss computed, in respect of
any assessee, not being a company, for eny assessmernit year
does not exceed five thousand rupees, it shall not car-
ried forward under this sub-section.

[s. 24 (2B) 3) . No........... loss shall be cagried fdrward

part.] under sub-section (2} for more than eight assessment years
immediately succeeding the assessment year for which the
loss was first computed. i

Section . :

Losses OFZS. ) BT Where the assessee is a registered firm, any

gistered firms, 1085 Which cannot be set off against other income............
of the firm shall be apportioned between the partners of

goﬁ‘i*sé’gfta‘i the firm and they alone shall be entitled to have the amount

Lalf] of the loss set off under sections 73(1), 74(1) and 75(1) {24

(1)]. i

[s. 24(2) {2) Nothing............ contained in section 73(2), 74(2) or

Proviso (c), 75(2) [s. 24(2) main para and 24(2B)] shall entitle apy as-

earlier part  gegcee, being a registered firm, to have carried forwapd and
. set off its loss............ under the provisions of section 73(2)

Section 77 op 74(2) [24(2) main para] or section 75(2} [24(2B)}:

Losses of

E“ﬂfsimrcd In the case of an unregistered firm........... assessed

m“;’g?;‘;:j;é“ under the provisions of sectien 190(b) [23(5)(b)] in res-

firms {s.24(2) PECt Of any assessmemt year, its losses for that assessment

Provisa (d).] year shall be dealt with as if it were a registered firm.
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... Where the assessee is an unregistered firm Scction 78
which has not been assessed as a registered firm under Lessesof od
the provisions of section 190(b) [23(5)(b)] any. .......... 1058 Gt e
of the firm shall be set off only against the income. .. . partners.
of the firm. [s- 24{1) 2nd

. . Proviso,
(2y........... Where the assesse is a partner of an unregis- carlier half]
tered firm which has not been assessed as a registered firm
under the provisions of section 190(b) [s. 23(5)(b)] and his
share in the income of the firm is a loss,—

(2) such loss shall not be set off under the provisions [New]
of section 73(1), 74(1), or 75(1) [Sec. 24(1)];

(b) nothing contained in section 73(2} or 74(2) [Sec, 24 [s 24(2),
(2) main para] or section. 75(2) [S. 24(2B)] shall [rove (O
entitle the ussessee to have carried forward and set '
off against his own income such loss.

(1} Where a change has occurred in the constitution of Section 78
a firm, nothing in this Chapter shall be deemed to entitle Setoff of
the firm to have set off so much of the loss pro- L‘}’c’fl’;:‘ ned
portionate to the share of a retired or deceased partner com- congiterion
puted in accordance with the provisions of section 69 fclause of fems or on
(b} of sub-section (1} of section 16] as exceeds his share of succession.
profits, if any, of the previous year in the firm, or to entitle fs.24(2), Pro-
any pariner to the benefit of any portion of the said loss viso (¢).]
which is not apportionable to him under section 69 [sec-
tion 18{1){b)].

(2) Where any person carrying on any business, profes-
sion or vocation has been sueceeded in such capacity by
another person otherwise thart by inheritance, nothing in
this Chapter shall be deemed to entitle any person other
than the person incurring the loss to have it set off against
his income................. :

Notwithstanding anything contained in this Chapter, no Secgon 89
loss which has not been determined in pursuance of a re- Subkiss
turn filed under the provisions of sectior 143 [22] shall be of tbturn for
carried forward and set off under section 73(2) or 74(2) lomds.
[24(2)] or section 75(2) [24(2B}]. : fs. #21{24\}.

part,;
CHAPTER VII :
INCOMES ON WHICH NO INCOME-TAX IS PAYABLE

Income-tax shall not be payable by an assessee in res- Section 81
pect of such portion, if any, of the eprned income inclu-garped  in-
ded in his total income as is directed by the annual Cen- come. )
‘tral Act fixing the rate or rates of indome-tax for any as- (5. 15A, carli-
sessment year to be deducted in making an assessment for ¢ Part}
that year........................l

(1) Income-tax shall not be payable by a co-operative Sc?-i;gmif:

soclety, including a co-operaqve soci¢ty carrying on the i cipty.
business of banking,— o 5. g (3)
maiy para.}



fs. 14 {3} Ex»
pin.]

[s. 14 {3)
provisa.]

Section 8.
Dividends
from Co-ope-
talive socje-
ty. [s.14 ()]
Section 84.
Marketing
iety.

[s.24 (5).]

Section 85,
Newly estab-
lished indu-
strial  under-
takings.
[s.15 C (1}]

(315 € (2),
main para,]

150
Clauses 82-85

(i) in respect of profits and gains of business carried
on by it;

(i1} in respect of interest and dividends derived from
its investments with any other co-operative socie-
ty;

(ii1) in respect of any income derived from the letting
of godowns or warehouses for storage, processing
or facilitating the marketing of commodities ;

{lv) in respect of any interest on securities chargeable
under section 18 [8] or any income from property
chargeable under section 22 [9], where the total
income of such society does not exceed twenty
thousand rupees and the society is not a housing
society or an urban consumer’s society or a gociety
carrying on transport business.

(2) For the purposes of this section an “urban tonsu-
mers’ co-operative society” means a society for the benefit
of consumers within the limits of a municipal corporation,
municipality, municipal committee, notified area committee,
{own area or cantonment,

€3) The provisions of sub-section (1) shall not apply.
to—

(i) the Sanikatta Saltowners’ Society ;

(i1} a co-operative society carrying on insurance busi-
ness in respect of the profits and gains of that
business compuited in accordance with section 44
[Rule 9 of the Schedule).

Income-tax shall not be payable by an assessee, who
is 2 member of a co-operative society, in respect of any
dividends received by him from the society.

Income-tax shall not be payable by an assessee, which
is an authority constituted under any law for the time be-
ing in force for the marketing of commodities, in respect
of any income derived from the letting of godowns or ware-
houses for storage, processing or facilitating the marketing
of commodities.

{1) Save as otherwise hereinafter provided, income-
tax shall not be payable by an assessee on so much of the
profits or gains derived from any industrial undertaking
to which this section applies as do not exceed six per cent.
per annum on the capital employed in the undertaking,.
computed in accordance with such rules as may be made
in this behalf by the Central Board of Revenue.

(2) This section applies to any industrial undertaking
which fulfils all the following conditions, namely : —

(i) it is not formed by the splitting up or the recons-

truction of business already in existence:............
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{ii) it is not formed by the transfer to a new business
of building, machinery or plant used in a business
which was being carried on before the 1st day of
April, 1948 ;

(iii} it has begun or begins to manufacture or produce
articles in any part of Indig at any time within a
period of thirteen years from the lst day of April,
1948, or such further period as the Central Gov-
ernment may, by notification in the Official
Gazette, specify with reference to any particular
industrial undertaking ;

{iv) it employs ten or more workers in a manufactur-
ing process carried on with the aid of power, or
employs twenty or more workers in a manufac-
turing precess carried on without the aid of power.

{3y ... The Central Government may, by notifi- 55 G (2),
cation in the Official Gazette, direct that the exemption provise.]
conferred by this section shall not apply to any particular
industrial undertaking.

(4) The profits or gains of an industrial undertaking =15 G(3)! -
to which this section applies shall be computed in accor-
dgi'lce with the provisions of sections 28 to 43 [Section
10].

(5) Nothing in this section shall affect the application {s.15 C(5}}
of sections 113 to 120 ......... [23A] in relation to the pro-
fits or gains of an industrial underiaking to which this sec-
tion applies.

(6) The provisions of this section shall apply to the [s15 C{6)]
assessment—

(i) for the assessment year if in the previous yeor for
that assessment year the assessee begins to manu-
facture or produce articles, and

(ii) for the four assessmemt years immediately sue-
ceeding.

Income-tgx shall noi{ be payable by a shareholder in Section 86
respect of so much of any dividend paid or deemed to be Dividend
paid to him by an industrial undertaking as is atiributable froh new} io-
to that part of the profits or gains on which income-tqx dugrial
is not payable under section 85 [preceding section re: new i} rgg“;’?
industrial undertakings]. 15 B

Income-tax shall not be payable by an assessee in ves- Seetion 87
pect of the following amounts which are included in his Other  in-
total income— comes.

{ay ... the interest received on any security of the [s:8, and pro-

Central Government issued or declared to be in- """
come-tax free; ' '
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[New) (ii) the interest received on any security of a State
Government issued income-taxr free, the income-
(CF. 3.8, 3rd tax whereon shell be payable by the State Gov-

proviso,] ernment ;

[s-15(2) (a)) (iil) if the assessee is 8 partner of an unregistered

fArm,............... any portion of the assessee’s share
in the profits and gains of the firm computed in
the manner laid down in seection 69 [16 (1) (b)] on -
which income-tox has already been paid by the

firm

[3.14 (2}{2a)}] {(iv) if the assesse is a partner of a registered firm,
the amount which represents the difference bet-
ween—

(2) the assessee’s share in the total income of the
firm, and *

{b) his share in such total income as reduced by the
income-iax, if any, payable by the firm,

the shares in either case being computed in the
manner laid down in section 69 [16{1) (b)]; and

(v) if the assessee is a member of an associatipn of
persons, other than a Hindu undivided family. a
company or a firm, ..., any portion of the arhount
which he is entitled to receive from the associa-
tion on which income-tax has already been paid
by the association,

CHAPTER VIII
REBATES AND RELIEFS

A—Rebate of income-tax.

[2.24{2) (b))

i”:;::’: aa.on (1) Subject to the provisions of this section, the as-
iife insurance Sessee shall be entitled to a deduction, from the amount of
premia, income-tax on his total income with which he is charge-
annuities and gble for any assessment year, of an amount equal to the in-
contributions wome g caleulated at the average rate of income-tdxr on

Hond o™ the following sums, namely:—

Is- 17 {2} i
part.] (a) ............ where the assessee is an individual any
fe15 (3] sums paid in the previous year by the a

(i) to effect or to keep in force an insurance the

life of the assessee or on the life of a wife or
hushand of the assassee; or

(ii) to effect or to keep in force a contract for a de-
ferred annuity on the life of the assessee or on
the life of a wife or husband of the assessae ; or

(iii) as a contribution to any provident fund to which
19 of 1925, the Provident Funds Act, 1925, applies ;



153

Clauses 88-89

(b) where the assessee is a Hindu undivided family,... s. 15 (2);
any sums paid in the previous year by the assessee
to effect or to keep in force an insurance on the
life of any male member of the family or of the
wife of any such member,

(cy ......... any sum deducted in the previous year from.y (1), st
the salary payable by or on behalf of the Govern- proviso.]
ment to any individual, being a sum deducted in
accordance with the conditions of his service, for
the purpose of securing to him a deferred annuity
or making provision for his wife or children, in
so far as the sum so deducted does not exceed one-
fifth of the salary;

(d) if the assessee is an employee participating in @ [New]
recognised provident fund, his own contributions
to his individual account in the fund in the previ-
?gssF]year, to the extent provided in sSection 295

(ej if the assessee is an employee participating in @7 [New)
approved superannuation fund, any sum poid in
the previous year by him by way of contribution
towards the superannuation fund, to the extent
provided in section 311 [58R].

(2) The provisions of clauses {a) and (b) of sub-gection [s.15:(2A))
{1} shall apply only to so much of any premium or other
payment made on a policy (other than a contract for a
deferred annuity) as is not in excess of ten per cent. of the
actual capital sum assured.

Explanation:—......... In calculating any such capital
sum, no account shall be taken— f

(i) og the value of any premiums ggreed to be return-
ed, or

(ii) of any benefit by way of bonus or otherwise over
and above the sum adtually assured, which is to
be or may be received under the policy by any
person.

(3) The aggregate of the sums in Tespect of which a4 (3]
deduction of income-tax is allowed under sub-section (1),
shall not ........... exceed, in the case of an individual,
one-fourth of his total income ............ or eight thousand '
rupees, whichever is less, and in the case of a Hindu undi-
vided family, one-fourth of -its total income or sixtee
thousand rupees, whichever is less, :

(1) Subject to the provisions of this section, the asses- Section 8g.
see shall be entitled to ¢ deduction from the amount of Dontions for
income-taxr on his total income with twhich he is charge~ chantable
able for any assessment year, of an nt equal to the VPO

|



f5.35B (1)
main pira
and 17 (2),
part.j

fs.15B {1)and

154
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income-tax calculated at the average rate of income-taxr

on any sums paid by him in the previous year as donations
to any institution or fund to which this section applies.

(2) No deduction shall be made under sub-section (1)

proviso- {2} it the aggregate of the sums paid as aforesaid by the asses-

is.35B {1)and
proviso, (b).]

{s.158 (3)]

[s.158 (2},
maift para.)

21 of 1860

1 of 1956

see is less than two hundred and fifty rupees.

{3) No deduction shall be made under sub-section (1}
in respect of any sums paid in excess of one-twentieth of
the assessee’s total income as reduced by any portion there-
of on which income-tax is not payable under any provi-
sion of this Act and by any amount in respect of which ¢
deduction of income-tax has been granted under the pro-
visions of this Chapter, or one hundred thousand rupees,
whichever is less.

(4) The amount of income-taxr deductible under this
section, together with the amount of super-tax deductible
under section 109 [section 15-B—for super-tax] shall not
ih any case exceed half the aggregate of the donations in
respect of which the deduction is allowed under this sec-
tion.

(5) This section applies to any institution or fund
established in India for a charitable purpose which fulfils
the following conditions, namely:—

(i) if the institution or fund derives any income, such
income would not be liable to inclusion in its total
income under the provisions of section 12 (1) to
12 (4) [section 4(3)(i}] or section 12(§) [4(3) (i)}
or section 11(24) [new provision added in the draft
clause for exclusion from total income, which re-
lates to universities or other educational institu.
tions not existing for profit] ;

(ii) the institution or fund is not expressed to be for
the benefit of any particular religious community ;

(iii) the institution or fumd maintains regular accounts
of its receipts and expenditure ; and

(iv) the institution or fund is either constituted as a
public charitable trust or is registered under the
Societies Registration Act, 1860, or under any law
corresponding to that Act in force in any part of
India or under section 25 of the Compenies Act,
1956, or is a university established by law, or is
any other educational institution recognised by
Government or by a university esteblished by low,
or affiliated to any university established by law
oT ... is an institution financed wholly or in

part by the Government or a local authority.
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{6) An institution or fund established for the benefit [s.t58B (2),
of scheduled castes, backward classes, scheduled tribes or Expln.)
of women and children shall not be deemed to be an insti-
tution or fund expressed to be for the benefit of a religious

}:ommunity within the meaning of clause (ii) of sub-section
5). .

B.—Relief for income-tax

Where, by reason of any portion of an assessee’s sala- Section g0
ry being paid in arrears or in advance, or by reason of his Salasy paid
having received in any one financial year salary for more for more thas
than twelve months or a payment which is under the pro- one yesr.
visions of section 17 [sub-section (1) of section 7] @ perqui- (60 (2)}
site or a profit in lieu of salary, his income is assessed at
a rate higher than that at which it would otherwise have
been assessed, the Central Government may grant the ap-
propriate relief,

(1) Where by virtue of the provisions of section 13 Secsong.
[section 25(3} part and section 25{4) part as incorporated in Busincss ass-
the Chapter on exclusion from total income] the income flﬁedlm“;gg
of any business, profession or vocation of any period Ras tax Ace, 1918
not been inciuded in the total income of the assessee, the [s.zs (3),par
assessee may further claim that the income ............ from and 25 (),
that business, profession or vocation of the said period P*T%)
shall be taken as the amount of income from that business,
profession or vocation of the previous year immediately
preceding the said period. Where any such claim is made,
the income-tax payable in respect of the total income of
the previous year immediately preceding the said period
shall be determined in accordance with that claim. and if
an amount of income-tax has already been paid in respect
of that previous year in excess of the amount payable on
the basis of such determination, a refund shall be given
of the excess,

{2) No eclaim to the relief afforded under sub-section (r.2$ (5)]
(1) shall be entertained uniess it is made before the ex-
piry of one calendar year from the date on which the busi-
ness, profession or vocation was discantinued or the suc-
cession took place, as the case may be. -

CHAPTER IX
DOUBLE TAXATION RELIEF

'The Central Government may enter inio an agree- Section g2
ment—

with coun-
{2} with the Government of any country outside India tries.
for the granting of relief in respect of income on [s-494)
which have been paid, both ifcbme-tax (including
super-tax) under this jAct Income-tax in that
: " country, or T
11—1 Law Com./58
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(b) with the Government of any country outside
India for the avoidance of double taxation of in-
come......... under this Act and under the corres-
ponding law in force in that country; and may, by
notification in the Official Gazette, make such provi-
sions as may be necessary for implementing the
agreement, ...

(1) If any person who is resident in India in any pre-
vious year proves that, in respect of his income which ae-

with which CYues or arises during that previous year without India
no agreement-{and which is not deemed to acerue or arise in India), he

has paid in any country, with which there is no agreement
under section 92 [49A] for the relief or avoidance of dou-
ble taxation, income-tax, by deduction or otherwise, under
the law in force in that country, he shall be entitled to
the deduction from the Indian income-tax payable by him
of a sum caleulated on such doubly taxed income 3t the
Indian rate of tax or the rate of tax of the said country,
whichever is the lower, or at the Indian rate of tax if both
the rates are equal. :

{2) If any person who is resident in Indig in an¥y pre-
vious year proves that in respect of his income whi¢h ac-
crues or arises to him during that previous year in Pakis-
tan he has paid in that countty, by deduction or othefwise,
tax payable to the Government under any law for the
time being in force in that country relating to taxation of
agricultural income, he shall be entitied to a dedpiction
from the Indian income-tax payable by him— ’

(a) of the amount of the tax paid in Pakistan inder
any law aforesaid on such income which is fliable
to tax under this Aet also; or :

{b) of a sum caleulated on that income at the Indian
rate of tax; :

whichever is less.

Explanation—In this section,—

(i) the expression “Indian income-tax” means infome-
tax and super-tax charged in accordance with the
provisions of this Act ;

(ii) the expression “Indian raie of tax” means the
rate determined by dividing the amount of Indian
income-tax, after deduction of any relief du¢ un-
der the provisions of this Act but before dedjiction
of any relief due under this section, by the total
income ;

(iii) the expression ‘“rate of tax of the said coyntry”
means income-tax and super-tax actually psid in
the said country in accordance with the wrres-
ponding laws of the spid country after deduction of
all relief dug, but bpfore deduction of any .relief

I .
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due in the said country in regpect of double taxa-
tion, divided by the whole amount of the income
asessed in the said country;

(iv) the expression “income-{ax” in relation to any coun-
try”, includes any excess profits tax or business
profits tax charged on the profits by the Govern-
ment of any part of that country or a local autho-
rity in that country.

{1) Where any dividend has been paid, credited or dis- Section 94
tributed or is deemed to have been paid, credited or dis. Relicfto
tributed to a shareholder of a company which has obtain- {o®pany i¢
ed the relief............ granied under section 92 [48A]) or un- . reljer to
der the India and Burma (Income-tax Relief) Order, 1936, share holder.
the shareholder shall be deemed in respect of such divi-g (cC)
dend himself {0 have obtained such relief at the rate at
which such relief has been granted in respect of income-
tax only to the company for the financial year preceding
the year in which the dividend was paid, credited or dis- -
tril];ute(d! or is deemed to have been paid, credited or dis-
tributed.

{2) If the rate at which a shareholder is deemed un-
der sub-section {1) to have obtained relief exceeds the rate
at which he would have been entitled to relief had such
relief been given direct to him by or under the said section
or Order, any excess shall bg recovexed from him either
as an addition to the tax pa¥able by him on any assess-
ment made on him under section 147 er 148 [23] or section
152 [34]) or by setting it off against any relief due to
him under section 247 [48].

CHAPTER X
PROVISIONS AGAINST AVOIDANCE OF TAX.

Where business is carried on between a resident and ¢
non-resident,............ and it appears to the Income-tax :“-mom bty
Officer, that owing to the cloge conngction between them, nogresidents,
the course of business is so arranged that the business g 4, (2))
transacted between them prjduces te the resident either -
no profits or less than the ordinary profits which might be
expected to arise in that business, the Income-taxr Officer
shall determine the amount of profits............ which may
reasonably be deemed to have been’ derived therefrom
gnd include such amount in the total inceme of the resi-

ent............

Explanation.—For the purposes of this section, “non-
resident” includes a person who is not ordinarily resident
within the meagning of section 6, clause (6) [4Bl. Sebtion g6

(1) Where there is a transfer of essets by virtue or in syidance of
consequence whereof, either alone or in conjunction with injome-tax

Sedtion g5

associated operations, any income............becomes payable by transc.
to e non-resident, the following provisions shall epply— :;om reeulu?r

e to
nog-regidents



s. 4}0 {1

part.

[3'4'4‘ D (2):
Part.]

5. 44D(3)]

is. 44D(4))
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(a) where any person has by means of any such trans-

(k)

(2)

fer,............ either alone or in conjunction with as-
sociated operations, acquired any rights by virtue
of which he has. within the meaning of
this section, power o enjoy......whether forthwith
or in the future, any income of ¢ non-resident per-
son which, if it were income of the first-mentioned
person received by him in India, would be charge-
able to income-tux, that income shall, whether
it would or would not have been chargeable to
income-tax apart from the provisions of this sec-
tion, be deemed to be income of the first-men-
tioned person for all the purposes of this Act;

where, whether before or after any such transfer,
............ any such first mentioned person receiv-
es or is entitled to receive............ any capital sum
the payment whereof is in any way  connected
with the transfer or any associated operations, then
any income which, by virtue or in_ consequence
of the transfer, either glone or in conjunction with
associated operations, has become the income of
a non-resident shall, whether it would or would
not have been chargeable to income-tax apart from
the provisions of this section, be deemed to be the
income of the first-mentioned person for all the
purposes of this Act. .

The provisions of sub-section (1) shall not apply

if such first mentioned person shows to the satisfaction of
the Income-tax Officer eithep— _

(2) that neither the transfer nor any associated ope-

ration had for its purpose or for one of its putposes
the avoidance of lability to taxation; or

{b) that the transfer and ail associated operationsf were

(3)

bona fide commercial transactions and werd not
designed for the purpose of avoiding liabilifly
taxation. ;

For the purposes of this section, an  “asso¢iated

operation” means, in relation to any transfer, an operation
of any kind effected by any person in relation to— -

(i) any of the assets transferred, or
(ii) any assets representing whether directly or indi-

rectly any of the assets transferred, or
the income arising from any such assets,

............ any assets representing whether directly
or indirectly the accemulations of income arising
from any sudh assets.
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{4) A person shall, for the purposes of this section, be D))
“deemed itfo have power to enjoy income of a non-resident

(a) the income is in fact $o deait with by any persor
as to be calculated at some point of time and, whe-
ther in the form of income or not, io» enure for
the benefit of the first-mentioned person, or

(b) the receipt or accrual of the income operates to in-
crease the value to such Brst-mentioned person of
any assets held by him or for his benefit, or

{(c) such firsi-mentioned person receives or is entitied
to receive at any time any benefit provided or to
be provided out of that income or out of moneys
which are or will be available for the purpose by
reason of the effect or successive effects of the as-
sociated operations on that income and assets
which represent that income, or

(d) such first-mentioned person has power by means
of the exercise of any power of appointment or
power of revocation or otherwise to obtain for
himself, whether with or without the consent of
any other person, the beneficial enjoyment of the
income, or

(e) such first-menticned person is able, in any man-
ner whatscever and whether directly or indirectly,
to control the application of the income,

(5) In determining whether a person has power to en- [s. 4D(8}]
joy income within the meaning of this section, regard shall
e had to the substantial result and effect of the fransfer
and any associated operations, and all benefits which may
at any time accrue to such person ac a result of the trans.
fer and any associated operations shall be faken into ac-
count irrespective of the nature or form of the benefits.

(6) ¥or the purposes of this section— L:}EMD (M
1S
(a)y ... ‘assets’ includes property or rights of any
kind, and...... ‘transfer’ in relation to rights includes
the creation of those rights;
(b) ... ‘benefit’ includes a payment of any kind; [3.4.}0(7)21,}]
and _ :
{¢) ‘capital sum’ means— {s. 44 D (2}
part.]

{i) any sum paid or payable by way of a loan or re-
payment of a loan; and :

{ii) any other sum paid or payable otherwise than
as income, being a sum which is not paid or
payable for full ponsiderption in money or
money’s worth.. ° ! :
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(-44D(7) ()] (d) references to assets representing any assets, income
or accumulations of income include references to
shares in or obligation of any company to which,
or obligation of any other person to whom, those
assets, that income or those accumulations are or
have been transferred;

fo-44D(7)(e)] {e) any body corporate incorporated outside India shall
be treated as if it were a non-resident;

{"HD(‘) & (f) a person shall be treated as a non-resident if he is

a)pare.] not ordinarily resident within the meaning of sec-
tion 6, clause (6) [4B].
[s.44D (8)) (7) The provisions of this section shall apply............

also in relation to transfers of assets and associated opera-~
#. tions carried out before the commencement of this Act.

{s-440 (9)] (8) Where any person has been charged to income-tax
on any income deemed to be his under the provisions of -
this section, and that income s subsequently received by
him, whether as income or in any other form, it shill not
again be deemed to form part of his income for the pur-
poses of this Act.

Section g7 (1) Where the owner of any securities (in thisz sub-
Avoidance of gsection and in sub-sections (2) and (3) referred to as *“the
:::; bl‘;an;:;: owner”) sells or transfers those securities, and...... baereneen
tions in secy- DUYS back or re-acquires the securities, then, if the.result
rities, of the transaction is that amy interest becoming payvable
in respect of the securities is receivable otherwise' than
=44 E(:)] by the owner, the interest payable as aforesaid shgll] whe-
ther it would or would not hawe been chargeable to inkome-
tax apart from the provisions of this sub-section, be Heem~
ed. for all the purposes of this Act, to be income of the
owner and not to be the income of any other person.

[.45 E(2)) + {2) The references in sub-section (1) to buying back
or re-acquiring the securities shall be demed to include
references to buying or acgbiring similar securitie S0
however, that where similar securities are bought ér ac-
quired, the owner shall be uhder no greater liabilit to
income-tax than be would have been under if the ogiginal
securities had been bought back or re-acquired. !

[+44 F (1) & (3) Where any person............ has had at any | time

E;? ““i;;;‘*F during any previous year any beneficial interest in! any

para.] securities, and the result of any transaction relating to
such securities or the income thereof is that, in resppet of
such securities, within such year, either no income is re-
ceived by him or the income received by him is less than
the sum to which the income would have amounted if the
income from such securities had accrued from day to day
and been apportioneq accordingly, then the income|from
such securities for suth year jhall be deemed to be the in-
come of such ;:versm!.,i
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4) ............ The provision of' sub-section (1) or sub- [s.44F (3)
section (3) shall not apply if the owner, or the person who proviso.

has had a beneficial interest #n the securities, as the case
may be, proves to the satisfaetion of the Income-tax Offi-
cer—

(a) that here has been no avoidance of income-tax, or

(b) that the avoidance of income-fax......... was excep-
tional -and not systematic and that there was not
in his case in any of the three preceding years any
............ avoidance of income-tax.........by a trans-
action of the nature referred to in sub-section (1)
or sub-section (3).

(5) Where any person carrying on a business which
consists wholly or partly in dealing in securities buys or
acquires any securities, and............ sells back or re-trans-
fers the securities, then, if the result of the transaction is
that interest becoming payable in respect of the securities
is receivable by him, no account shall be taken of the
transaction in computing for any of the purposes of
this Act the profits arising from or loss ‘sustained in the
business. '

(6) Sub-section (5) shall have effect, subject to any
necessary modifications, as ¥ referenges to selling back or
re-transferring the securities included references to selling
or transferring similar securities. *

(7} The Income-tax Officer may by notice in writing

[s-44 E(3)]

[s.44 E()]

[s44E(6),
require any person to furnish him within such time as “?ﬁef half.}

he may direct (not being lesg than twenty-eight-days), in
respect of all securities of which such‘person was the owner

or in which he had a beneficial interdst at any time during

the period specified in the notice, stich particulars as he
considers necessary for the purposes of this section and
for the purpose of discovering whether income-tax has
been borne in respect of the interest on all those securi-
ties............ - o |

(8) For the purpose of thls section.—
@............ ‘interest’ includes a dividend;
(b) oo ‘securities’ imcludes $tocks and shares;

(c) securities shall be déemed to be similar if they
entitle their holders to the same rights against
the same persons as to capital and interest and the
same remedies for the enforcement of those rights,
notwithstanding any differené¢e in the total nominal
amounts of the respective seéurities or in the form
in which they are Held or thg manner in which
they can be transfegred. | '

S

[-54»4 E(5)] .
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Clauses 98-101
CHAPTER XI

SUPER-TAX
A—Principal provisions

(1) In addition to the income-tax charged for any
assessment year, and save as otherwise provided in this
Aet, there shall be charged, levied and paid for that as-
sessment year in respect of the total income of the previ-
ous year or previous years, ug the case may be, of every
person, not being a registered firm, ......... an additional
duty of income-tax (in this Aect referred to as super-tax)
at the rate or rates laid down for that assessment year by
any Central Act:

Provided that where by virtue of any provision of this
Act super-tax is to be charged in respect of the income of
a period other than the previous year, super-tax shpll be
charged accordingly.

(2) In respect of income chargeable under sub-section
(1), super-tax shall be deducted at the source or peid in
advance, where it is so deductible or payable under any
provision of this Act.

(3) ... In the case of a registered firm, or an un-
registered firm which has been assessed, in the manner ap-
plicable to a registered firm under the provisions of sec-
tion 180 (b) [s. 23(5) (b)], super-tax shall be payable¢ by
each partner of the firm individually on his share ih the
income..:......... of the firm and not by the firm itself.

,,,,,, Subject to the provisions of this Chapter, the total
income of any person shall, for the purposes of super-tax,
be the total income as assessed............ for the purposes of
income-tax, and where an assessment of tofal incomd has
become final and conclusive for the purposes of incomp-tax
for any assessment year, the assessment shall also be :final
and conclusive for the purposes of super-tax for the same
assessmenl year.

The provigions of sections 13 and 91 [25(3) whole and
(4) whole] shall not apply to tke determination of the total
income for the purposes of super-tax except where the
fits and gains of the business, profession or vocation ’ ere
assesed to super-tax for the t time either for th
seszsment year 1920-1921 or for the assessmment year 921-
1922. '

Where and in so far as the total income of an assdssee
includes any interest on securities on which no income-tar
is  payable wunder section 87(i) or section BY(id)
[section 8 Provisos 2 and 3}, the - follow-
ing amounts shall be deducted in computing his total in-
come for the purposes of super-tax, namely :-—

(i) any reasonable sum erpended by the assessee for

the purpose of realising interest on such securi-
ties; ) ?
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(i} any interest payable on money borrowed for the
purpose of investment in such securities by the as-
sessee.

(1}-All the provisions of this Act relating to the charge Section 102
assessment, collection and recovery of income-tax...... shall ppiicability”
apply, so far as may be and save as otherwise provided, of provisions
to the charge, assessment, collection and recovery of su- 10supertax.
per-tax. fs.58 {#)pari]

(2} Save as expressly provided in any other section in [Sec.s8(1),
this Chapter, the provisions of sections 3, 167 174 (a)(i) and part] (V11}
{ii), 188 and 200 (1) [Section 3, section 19, section 20, and
First Proviso to sub-section {1) of section 41, section 8, 3rd
proviso] and of Chapters VII and VII and sections 283
and 311, and rule 3{c) {ii) of the First Schedule [chapters
relating to income en which no income-tax is payable and
rebate of income-tax] shall not apply to the charge, assess-
ment, collection and recovery of supersiar.

Without prejudice to the generaliby of the provisions Section 103
of section 99 [section providing that the total income for Avoidance of
income-tax shall be the total income for super-tax also] super-tax.
the provisions of sections 97(2), 97(3), 97(4), 97(7), and 275 [New]
[44E(2), 44F(3), Proviso and 44E(6)] apply in relation to Cfa 35
super-tax as they apply in relation to income-tax, with®"
the modification that referemnces therein to income-tax
shall be construed as referencey o super-tax.

B.—Incomes which do not form part of total income for
superstax _

...... Where the income of an unregistered firm or other Sectien 104
association of persons not being a company has been as- Shargin un-
sessed to super-tax,............ the share of a partner in the registered
income of the firm or the amount of such income which g‘:‘d:: o
is proportionate to the share of a member of the gssocig- jersons,
tion, as the case may be, shall not be included in hig total [s. 55 2nd
income for the purposes of super-tex prov.

. . . , Secti¢n 105

Any income of a co-operatipe society, in respect where- Co-operativ
of no income-tax is payable by it by wirtue of the provi- jeetr ¢
sions of section 82 {14(3), for income-tax], shall not be . 14(3) for
included in its total income for the purposes of super-tex g{;pc 12,;,]

) Any dividends received by a member of a co-operative ?11;:6
society from the society shall not be included in his total gop, Co-0p-
income for the purposes of super-tax. erative socie-

iy.
............ Any income derived from the letting of go- [Sec. 14 (4)
downs or warehouses for storage, processing or facilitating lorSuper-tax]
the marketing of commodities by an assesse, which is an Sectiox 107
authority constituted under any law for the time being m"t‘“
in force for the marketing of cemmodiffes, shall not be in~ (s 140s5) for
cluded in its total income for the pu s of super-tax. tax.]
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Section 108

Dividends {1) Dividends received by a company............ from an
from certain  Indian company formed and registered after the 31st day of
Py March, 1952, shall not be included in its total income for the,
{3.56 (’.)(’31 purposes of super-tax, where—

opening lines
]E;a}ts?A (1)) (i} the Central Government is satisfied that the Indian

company is wholly or mainly engaged in an indus-
try for the manufacture or production of any one
ordmore of the items specified in sub-section (3},
an

(s-56A (1) (i)} (i) the Indian company fulfils the following :condi~
tions, namely :—

(a) it is not formed by the splitting up or recons-
truction of business already in existence;:

(b} it is not formed by the transfer to it of building,
machinery or plant used in a business whith was
at any time being carried on; and

{c) it employs ten or more workers in a mgnuface
turing process carried on with the aid of power,
or employs twenty or more workers in o,manu-
facturing process carried on without thelaid of
power. ;

| §5. 364 (2)) {2) The exclusion specified in sub-section (1)
apply also to dividends payable to a company in fespect
of any fresh capital raised by an Indian company! after
the 28th day of February, 1953, by public subscription for
the purpose of increasing the production of, or stafling a

separate unit of, any one or more of the items s ed in
sub-gsection (3.
{s. 56A (1) (3) The items referred to in sub-sections (1) dnd (2)
{i} part.) are the following, namely :—

(1) Coal, including coke and other derivatives; '
{2) Iron and steel; !-

{3) Motor and aviation fuel, kerosene, crude oils and
synthetic oils (not being oil exploration);

(4) Heavy chemicals int;ltlding fertilizers;

(5) Heavy machinery used in industry including ball
and roller bearing and gear wheels and | parts
thereof, boilers and: steam generating equipment;

(6) Machinery and equipment for the gendgration,
transmission and distribution of electric epergy;

(?7) Non-ferrous metals ineluding alloys;

(8) Paper including newsprint and paper boaré;
{9) Internal coqbustioniqngines; ‘_
(10) PoWer—driveT pumpﬁ’ :
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(11) Automobiles;

(12) Tractors:

(13} Cement:

(14) Electric Motors:

(15) Locomotives;

{16} Rolling Stock;

{17) Machine Tools:;

(18) Agricultural Implements;

(18} Ferro-manganese;

(20) Dye-stuffs:;
as specified in the First Schedule to the Industries {Deve-65 ‘of 1951
lopment and Regulation) Act, 1951,

C—Rebate of super-tur.

(1) Where under the provisions of section 89. [15B for Sm‘:n "'f:
income-tax] an assessee is entitled to a deduction of income- Daion
tax in respect of any sum poid as doration, he shall also purgosea.
be entitled to a deduction, frain the gmount of super-tar [158-for super
with which he is chargeable on his total income, of an iax, part and
amount equal to the supertaxr calculated at the aver S-17(3)part]

age rate of super-tax on such sum.

(2) The provisions of this section do not apply to a {S- 5B (1)
company. : st prov.]
Secion 110

(1) The assessee shall be entitled to a deduction, from Newly esiab-
the amount of super-tax with which he is chargeable on lishid indus.
his total income, of an amount equal ta the supertar cql- wiajunderiak-
culated at the average rate of super-tar on profitg or gains & 15K for
derived from an industrial undertakidg, in cases where upkr-tax &
and to the extent to which income-taf lis not payable on s i (3),past,]
suc]h profits or geins under section 85 [15C for income- |
tax].

(2) A shareholder shall be entitled to a deduction, from
the amount of super-tax with which he is chargeable on
his total income, of an amount equul ty the super-tax cal-
culated at the average rate of (super-tax on so much of any
dividend paid or deemed to Ye paid to him by an indus- :
trial undertaking as is attribufable to ‘that part of the pro- |
fits or gains on which he is emtitled 10 a deduction of su- ;
per-taxr under this section, ' -.

Where the assessee is a partner of a registered firm, ScﬂLion 1
he shaill be entitled to o deduction, rém the amount of Shire trom
super-tax with which he is chargeabld on his total income, regjstered
of an amount equal to the super-taxr calculated at the aver- i[‘s”’:‘l‘,,(z)(u)
age rate of super-tax on the following sum, that is 0 i pata for
say— SUFRT-tax,

and Proviso

the amount which represents the difference between— E’# sccj 17
! part.

: \

(i) the assefisee’s share|in the P:o‘tal income of the
¢ A ’ ‘
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(i) his share in the total income of the firm as re-
duced by the income-tax, if any, payable by the
Airm, at the rate of income-fax applicable to its
total income, on the amount of its income from
all sources other than from any business earried
on by it.....o.........
the shares in either case being computed in the manner
laid down in section 69 [section 16(1) (b)l.
Section 112

Relief for sal. The provisions of section 90 [Section 60(2)]) apply in
ary received  Telation to super-tax as they apply in relation to income-
in arrear ee. QX

Sec. 60(2)— .. S

llore ¢ Ggsxp)er D—Additional super-tax on undistributed profits.
tax.]

Section 113 (1) Subject to the provisions of sub-section (2) and of

Super-tax on S€Ctions 114, 115, and 116 [Sec. 23A, sub-sections (2), (8)
undistributed and (9}], where the Income-tax QOfficer is satisfied that in
meome  of respect of any previous year the profits and gains distribu-

ﬁai“ s, ted as dividends by any company within the twelve mon-
[s. A (1) ths immediately following the expiry of that previous
part.} yvear are less than the statutory percentage of the distri-

butable income of the company of that previous year,......

the Income-tax Officer shall ........... make an  order in
writing that the company shall, apart from the sutn de-
termined as payable by it on the basis of the assesyment
under section 147 or 148 (231, be liable to pay super.
tax at the rate of— _
(a) fifty per cent, in the case of an investment com~
pany, and
(b) ............ thirty-seven per cent. in the case of any
other company, o

on the undistributed balance of the total income of the
previous year, that is to say, on the distributable income

as reduced by the......... . ~...dividends aetually distributed,
if any. .
(3. 23a (1 {2) The Income-tgx Officer shall not make an order
part). under subesection (1) if he is satisfied— ‘

(i) that, having regard to the losses incurred by the
company in earlier years or to the smallnﬁ of
the profits made in the previous year, the payment
of a dividend or a larger dividend than that dec-
lared would be unreasonable; or :

(ii) that the payment of a dividend or a larger: divi-
dend than that declared would not have resulted
in a benefit to the revenue.... . ...

Section 114

o . No order under section 113 [s. 23A(1) operative part]
ssil;cnf?lofﬁ;: shall be made,—

ey, Compa- (i) in the case of an investment company which has
distributed not less than ninety per cent. of its
{S. 234 (2)) distributable Income; or

t
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(ii) in the case of any other company whose distribu-
tion falls short of the statutory percentage by not
more than five per cent. of 1its distributable in-
come; or

(it} in any case where according to the return made
by a company under section 143 [22] it has dis-
tributed not less than the statutory percentage of
its distributable income, but in the assessment
made by the Income-tax Officer under section 147
or 148 [23] a higher total income ig arrived at
and the difference in the total income does not
arise out of the application of section 154(1) Pro-
viso or section 150(2) [proviso to section 13} or
section 148 [sub-section (4) of section 231 or the
omission by the company to disclose its income
fully and t{ruly; P
unless the company, on receipt of a notice from the

Income-tax Officer that he proposes to make such an or-

der, fails to make within three months of the receipt of

such notice, a further disiribution of its profits and gains
so that the iotal distribution made is not less than the sta~
tutory pertentage of the disributable income,

No order shall be made by the Income-tax Officer under Sectlon 115
section 113 [s. 23A(1) operative part] undess the previous Approval of
approval of the Inspecting Assistant Commissioner ............ L’;‘;ﬁ‘;"fg
........ has been obtained, and the Inspeeting Assistant Com- Commission.
missioner shall not give his apgroval to any order proposed er.
to be made by the Income-tax Officer until he has given the [s- 23 A (8}.1
company.concerned an opportunity of being heard. :

Nothing contained in section 113 [s. 23A (1), operative Section 114
part] shall apply— ' Savings for
company in

(a) to any company in which the public are substantijal~ ¥hida public

ly interested; or tail:!lyw iz:;?:

1q: . . ested,
(b} to a subsidiary company of such company if the s. % A (9).]

whole of the share capital of such subsidiary com-
pany has been held by the parent company or by
its nominees throughout the previous year.

(1) For the purposes of ............... e section 116 Section 117
[23A(9)] a company shall be deemed to be 2 company-in:g:l‘:mﬁ“
which the public are substantially interested— ' ; "

public  are
substantially

(a) if it is a company owned by the Government or in interested.”
which not less than forty per cent. of the shares are E”x;; 23 A

. . 1 clan-
held by the Government; E (a‘)’lr._;;.ma;;;‘2

(b) {#) main
para, clause
(b) (ii) and
clause  (b)
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1 of 1956 (b) if it is ¢ public company as defined in the Com~
panies Act, 1956, and-

(i) its shares (not being shares entitled to a fixed
rate of dividend, whether with or without a fur-
ther right to participate in profits) carrying not
less than fifty per cent. of the voting power have
been allotted unconditionally to, or acquired un-
conditionally by, and were throughout the pre-
vicus year beneficially heid by, the Government
or a corporation established by a Central, State
or Provincial Act or the public {not including a
company to which the provisions of section 113
[23A(1) operative part] apply}:

4 sub-clause shall apply as if for the words “not lesd than
fifty per cent.” the words “not less than forty per cent” had
been substituted;

fsec. 23 A, Provided that in the case of any such company as is
g)pfi)li’ro:!' referred to in clause {ii) of section 120 [s. 23A, Exp. 2], this

(11} the said shares were' at any time during the pre-
vious year the subject of dealing in any recognised
stock exchange in india or were freely transfgrable
by the holder to other members of the publi¢; and

(iii} the affairs of the company or the shares carrying
more than fifty per cent. of the total voting power
were at no time during the previous vear confrolled
or held by five or less persons............ : ' '

{sec. 29 A, Provided that in the case of any such companyl as is

Expl 1 cl. {b) yreferred to in clause (ii) of section 120 [Sec. 23A Esp. 2],

(i) Prov.)  this sub-clause shall apply as if for the words “morj’ than
fifty per cent.” the words “mwre than sixty per cent! had
been substituted. . :

{2} In computing the number of five or less persons

g.;;i:nzgoﬁ’ aforesaid,— "
:l"if_l;f:u(b)’ (a) the Government or any corporation establis by
(iii)  main a Ceniral, State or Provincial Act or a com X to
para, latter which the provisions of ......... section 113 FZ {1),
If, part.] operative part] do not apply, shall not be faken
into account, and ';

(b} persons who are relatives of one another ami per-
sons who are nominees of any other person toigther
with that other person shall be treated as a dingle

[sco-l 23 A person.

Expl. TR e R P PP R R R P E PP TP PP PP P PP PTTPPRTPRTFPIPR D
clawse (b}, Explanation—In this sub-section, the expression “rela-
sub-clause  tige?” DL megns hushand, wife, lineal ascendpnt or

Soed Laster descendant, brother or sister:

mf?pan.] .............................. RRRETITRITY e err e PP
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Clouses 118120

For the purpuses of sections 113 and 114 [23A (1), sub- Section 118
stantive part and {2)], “distributable income” means the

. “Distributa-
total income of a company

............... as reduced by— ble inceme”,

. .28 A (1),
{a) the amount of income-tax and super-tax payable by 1[:|sarf ®

the company in respeet of its total income, but
excluding the amount of any super-fax payable
under section 113 [s. 2BA(1) operative part];

(b} the amount of any other tax levied under any law
for the time being in force on the company by the
Government or by a logal autharity in excess of the
amount, if any, which has been al%wed in comput-
ing the total income;

{'c) any sum in respect of which a deduction of income-
tax is allowed under the provisions of section 89
{158]); and

{(d) in the case of a banking company, the amount ac-
tually transferred to a. reserve fund under section "
17 of the Banking Companies Act, 1949. 100t 1549-

For the purposes of sections 113, 114 and 120, [Sec 234, Scdon 119
sub-section (1) Operative part, sub-section (2) and Explana- company.”
tion 2], “investment company” teans a fmpnay whose busi- [New)
ness consists wholly or mainly in the degling in or holding * "
of tnvestments. '

For the purposes of ......... ctions 113 and 114 [23A(1), Sectjon 120

substantive part and 23A (2)] “statutory percentage” «Siiutory
means,— : rage,

~ag A,
{i} in the case of an invesiment company ......... 100%. g:p;.?]

(i1} in the case of an Indign company whose business
consists wholly in the manufaéture or’processing of poods
or in mining or in the generation or diktiribution of electri-
city or any other form of powsdr.......... S 45%.

(iii} in the case of an Indipn com 'any, & part only of
whose business consists in anyiof the detivities specified in
clause (ii}— ' :

(a) in relation to the said part of thé company’s busi-

TIO8B.cuiariinnrnerirnirsieentnrsnsinennnnes PP 45%.

{b) in relation to the rem*’ining pirt of the company’s
business— : '

(1) if it is a company which safisfles the conditions

specified in sub-clause (a) of dlause (iv)......... 90%.

(2) in any other case...........cocoeeieeii L 60%

the said percentages being applied separately with
reference to the amounts of profits and gains
attributable {o the jwo par}s: of the company’s
business aforesaid if th id amounts were
respectively the incony the company in
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Clauses 120-122

relation to each of its parts, the amount of divi-
dends and taxes also being similarly apportioned,
for the purposes of sections 113 and 118 [s. 23A
(1)—part regarding “Distributable Income”];

(iv) in the case of any other company not referred {0 in
the preceding clauses,—

{a) where the accumulated profits and reserves {includ-
ing the amounts capitalised from the earlier re-
serves) representing accumulations of past profits
which have not been the subjeci of an order. under
section 113 [s. 23A(1), operative part] exceed the
greater of the following, that is to say,~—

either
I. the aggregate of—
(i) the paid-up capital of the company exclusive of the
capital, if any, created out of its profits and gains

which have not been the subject of an order under
section 113 [s. 23A(1), operative part];

Qi) any loan capital which is the property of the share-

holders;
or
IL. the actual cost of the fixed assets of the company,
(b} where sub-clause (a) does not apply ......... 60%.

CHAPTER XII
DETERMINATION OF TAX IN CERTAIN SPECIAL
CASES

Section 121 Where there is included in the total income of any
Determina- ASSESSEE .................. any income on which no income-texr
tion of in-is payable by or under the provisions of this Act, he shall
SO o be entitled to a deduction, the amount of income-taxr
which  no With which he is chargeable on his total income, of an
income-tax is amount equal to the income-tar calculated at the amerage
payadle [s. 17.rate of income-taxr on the amount on which no ircome-
(@ part]  gar is payable. '

Section 122 (1) Where the accumulated balance due to an employee
Tax on accu- PATECIPALING in @ recognised provident fund is included in
mulated his total income, owing to the provisions of section 296
balance of 5. 58G(2)] not being applicable, the Income-tax er
recognised  shall caleulate the total of the various sums of income-tax
?w;ldml and super-tax in accordance with the provisions of section
[‘l{}‘c‘;,] 297(1) [s. 58G(3)]1.

(2) Where the accumulated balance due to an employee
participating in a recognised provident fund which i not
included in his total income under the provisions of spction
296 [Sec. 58G(2)], beg¢omes pauable, super-tax shall He cal-
culated in the marnér provided by section 297(2) [8G((1)
latter balf]. : B :

. : |
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Clause 123

(1) Where the total income of an assessee includes enY Seciion
compensation or other payment which is chargeable as the Tax
profits and gains of a business carried on by the managing compensa-
agent, manager or other person, as the case may be, under ‘[':”_‘:‘o (s A)
the provisions.of section 28(ii), (a), (b), (c) and (d) [10{5A) 1as ?,a, )
opening lines, clauses (a) (b) (¢} (d) and last para, earlier tauer half.}
half], the tax peyable by him on his total income shall, if
he so elects, be—

123
o

(i) the income-taxr payable on his total income as re-
duced by the amount of such compensatior or other
payment, at the average rate of income-tax,

(ii) the super-tax payable on his total income as re-
duced by the emount of such compensation or other
payment, at the average rate of super-tax, and

(iil) the tax on such compensation or other payment ot
the average of the average rates of income-tax and
super-tax applicable to his total income for the
three assessment years immedintely preceding the
assessment year.................,

Explanation—For the purposes of determining the [New]
average under clause (i), the rates of income-tax and super-
tax applicable for any assessment year preceding the assess-
ment year shall, where the assessee had been assessed as a
registered firm, be the rates applicable for such assessment
year to an unregistered firm having the same total income
as that declared by the assessee for such assessment year.

(2) Where an assessee is ¢ partner of a registered firm [New]
o1 an unregistered firm assessed as a registered firm under
the provisions of section 190(b) [23 (5) (b)], and such firm
is in receipt of any such compensation or other payment,

the tax payable by him on his total ineome shall, if he so
elects, be—

(i} the income-toxr payable on his total income as re-
duced by the amount of his share in such compensa-
tion or other payment, at the average rate of in-
come-tax, '

(ii} the super-tax payable on his total income as reduc-
ed by the amount of his share in such compensation
or other payment, at the average rate of super-tar,
and '

(iii} the tax on his share in such compensation or other
payment at the average of the average rates of in-
come-taxr and super-tam applicqble to his total in-
come for the three ssment) gears immediately
preceding the asses t year.}| :

12—1 Law, Comy38. !
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Clauses 124-125

Section 124 {1) Where a person is a non-resident and is not a com-
Tax in the pany. he tax ... payable by him or on his be-
:m:;h“‘m‘ half on his total income shall be an amount equal to—
{1701} {a) the income-tax which would be payable on his
main para,]

tatal income at the maximum rate, plus

(b} either the super-tax which would be payable on his
total income at the rate of nineteen per cent. or the
super-tax which would be payable on his total in-
come if it were the total income of a resident,
whichever is greater.

fx. 19(2),1at (2) Any non-resident, other than g company, may
prov., cariier
part.}

iiiiiene... Om or before the 30tk day of June of the assess-
meunt year in which ke first becomes assessable, -

by notice in writing to the In¢ome-tax Officer declare (such
declaration being final and being applicable to all gssess
ments thereafier) that the tax ......................... p3yable
by him or on his behalf on bis total income shall be geter-
mined with reference to his total workd income, and there-
upon notwithstanding the provisions of sub-section (1), such
tax shall be determined in aceordance with sub-sectior (3).

fs. 29{17 151 (3) Where under the prowisions of sub-section (%) or
prov., laner under any similar provision of the Indian Income-tay Act,
part.] 1822, any mon-resident has exerciged hig option to be taxed
nof1922. s veference to hig total world income. the tax pyable
by him or on his behalf on Ris total income shall he an
amount bearing to the total amount of tax ............ Cee
which would have been payable on his total world ipcome
had it been his total income the same proportion ps his

{otal inceme bears to his tote! world income.

fe. 17 (1)y200 4y e Where any............ person referred jto in

prov.] sub-section (1) satisfies ihe Ihcome-tax Officer that Be was
prevented by sufficiept cause from making the declgration
referred 1o in that sub-section or in any similar privision

11 of 1922 of the Indian Income-tox Acg 1922, on the first occasion on
which he became asgessable under this Act or the sdid Act
as the case may be, and his failure to make such declaration
has not resulted in reducing his liability to tax for any year,
the Income-tax Officer may, with the previous approval of
the Inspecting Assistant Commissioner, allow such person
to make the declaration at apy time after the expiry of the
period specified, and such dee¢laration shall have n
rejation to the assessment for the year in which the declara-
tion is made (if such assesgment had noi been congpleted
before such declaration) and all assessments thereajter.

Section 125 Where the total income of an assessee. not tLeing a
Tf‘ Tﬂ:’%: company, includes any income chargeable under the head
scrofasses. Capital gains”, the fax. ................ . payable by him on
ses ather than his total income shall be—

Emn (5} {a) t?ge amount f incmqeftax and super-tax payable on
opening lines his total ingpme as Iq:luced by the amount of such
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Clauses 185-127 fs. 17 (6)

inclusion, had the total income $o reduced been his p‘;},a:ﬁ” ®
total income, plus

{b) an amount of income-tax determined in accordance [s. t7 (6)(i)

with the following formule, that is to say— main para.)
YxCG
X = T—2/3CG
where— :

X stands for the amount o{ income-tax referred to in
the beginning of this clquse.

T stands for the total income of the assessee {which in-
cludes capital gains),

CG stands for the income chargeable under the head
“Capital gains” included in the total income of the -
assessee, and

Y stands for the income-tax which would have been
payable on the total income of the assessee as re-
duced by two-thirds of the amount of the income
chargeable under the heed “Capital gains” included
in his total income. had the total income so reduced
been his total income :

Provided that— fs. :y (6} (i1)

Q) ... where the total income does not exceed the proviso.]
sum of ten thousand rupees, the amount payable
under clause (b) shall be nil; and

{i1) in no case shall the amount payable under clause
(b} exceeds one-haif of the amount, if any, by
which the mcome chargeable under the head
“Capital gains” exceeds the swm of five thousand

rupees. Section 126

Where the total income of a company includes any l';a;" jm;m:a;:;

income chargeable under the head “Capital gains”, the taxr case bl com-
payable by it shall be— panigs.

(a) the amount of income-tax with which it is charge- [s 17 (7%
able on its total income, a re.]
(b) the amount of super-tax with which it is charge-
able on its total income as redyced by the amount
of such inclusion. had the total imcome so reduced
been ity total income. ;

CHAPTER XII -
INCOME-TAX AUTHORITIES

Al Appointment and control Section 127.
There shall be the following classes of Income-tax inchme-Tax
authorities for the purposes of this Act, namely :— authorities.

(a) the Central Board of jevenue, [s. 50}
{b) Directors of Inspection (. : ’
f¢) Commissioners of Incorge-tax,
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Clauses 127-130

(d) Assistant Commissioners of Income-tax, who may
be either Appellate Assistant Commissioners of In-
come-tax or Inspecting Assistant Commissioners of
Income-tax.

(e} Income-tax Officers, and
{f) Inspectors of Income-tax.

(1) The Central Government may appoint as many Di-
Section 128. rectors of Inspection, Commissioners of Income-tax, Appel-
Appoint- late or Inspecting Assistant Commissioners of Income-tax

‘;‘;‘;‘fjta‘:‘f I gnd Income-tax Officers of Class I Service, as it thinks fit...

Authorities, corrrermmeeannaiin PN

[Sec. 501A)

earlier part, . P . .
Sec. 5(2), () The Commissioner may, subject to
eatlier parg, the rules and orders of the Central Governmens reguiating
and See. the conditions of service of persons in public services and

15:;?-1:] earlicr osts, appoint as many Income-tax Officers of Class 11 Ser-

[Sm 503, vice and ag many Inspectors of Income-tax, as he thinks fil.

atter part.] ¢3) Subiect to the rules and orders of the Central Gov-
ernment regulating the conditions of service of persons in

[Sec. 5(3A)] public services and posts, an Income-tax authority may ap-
point such executive or ministerial staff as may be neces-
sary 1o assist it in the execution of its functions.

Section 129 (1) Appellate Assistant Commissioners ............ shall be

%’g;‘l’;_c“"f under the direct control of the Central Board of Reve-

Authorities, b L < T ER LT P
[Sec. 574},
« earlice part.]

(2) Inspeeting Assistant Commissioners
[Sec. 5 () shall be subordinate to the Director of Inspection, and to

(i).] the Commissioner ........ococvviuanes within whose jurisdiction
they perform their functions. .

[See.  5(7] (3) Income-tax Officers shall be subordinate to the Di-

(i}l rector of Inspection, the Commissioner ............ arld the
Inspecting Assistant Commissioner ............... within whose
jurisdiction they perform their functions.

{Sec. 5 (54), (4) Inspectors of Income-tax shall be subordinate to the

[atter part.] [peome-tar Officer or other Income-tax authority under
whom they are appointed to work and to any other Income-
tax authority to whom the said officer or autherity is
subordinate. .

Explanation.—For the purposes of sub-section (2), “Di-
rector of Inspection” does not include a Deputy Director of
Inspection or an Assistant Director, of Inspection; and for
the purposes of sub-section (3}, “Director of Inspection”

Section 130, G0€§ MOt include an Assistant Director of Inspection.

T““"‘CE":S‘._ (1) All officers and persons employed in the execution
to subordi of this Act shall observe and follow the orders, instuctions

rities. and directions of the Centrhl Board of Revenue: !
[Sec. 5{8).] : ; |
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Clauses 130-131,

Provided that no such orders, instructions or directions
shall be given so as to interfere with the discretion of the
Avp~lNate Assistant Commissioner in the exercise of his
appellate functions:

Provided further that all such orders, instructions and [New)
directions of a gemeral nature affecting assessees shall be
published in the of India Gazette.

(2} The Director of Inspection, the Commissioner or the {Sec. 5(7B)
Inspecting Assistant Commissioner, as the case may be, may cadier psm_]
issite such instructions as he thinks fit for the guidance of
any Income-tax Officer subordinate to him in the matter
of any assessment ...

B-Jurisdiction

1y ... Directors of Inspection shall, subject 1o the Section 134
control of the Central Board of Revenue, perform such fune- Jurisdiction
tions of any other Income-tax anthority as may be assigned of income-tax

1o them by the Central Government. ?S‘;f‘_‘;i‘*&’A)
o ] jatter pari,)
@ ... Commissioners shall perform their func- (sec. 5 (2),

tions in respect of such areas or of such persons or classes later pari]
of persons or of such incomes or ¢lgsses of income or of such
cases or classes of cases as the Central Board of Revenue
may direct, and where such directions have assigned to
twe or more Commissioners _.............. the same area or the
same persons or classes of persons or the same incomes oz
classes of income or the same cases or classes of
cases, they shall have concurrent jurisdiction sub-
ject to any orders which the Central Board of Revenue
may make for the distribution and allocation of the work to
be performed.

BDlay .o Appellate Assistant Commissioners ;ge.. 5(4h
shall perform their functions in respect: of such persons or lauce part.l
classes of persons or of such incomes ar classes of income
or in respect of such areas as the Central Board of Revenue
may direct, and, where such directions have assigned to
two or more Appellate Assistant Commissioners ............
the same persons or classes of versons or the same incomes
or classes of income or the same area, in accordance with
any orders which the Central Board of Revenue may make
for ths distribution and allocation of the work to be per-
formed:

(b} The Central Board of Revenue may transfer an [New)
appeal from one Appellate Assistant Commissioner to ano-
ther.

unctions in respect mi;f, ps,(;"i

of such incomes or

Income-tax Officers shall perfom their

(4) Inspecting Assistant Commissiopers ............... and
of such persons or classes of persons o't:F



[See.  5(5),
Jatter pary,]

[Sec. 5 {5A)
carlicr Pari.)

{Sec. 5(6)]

[New}

[New}
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Clause 131

classes of income or in respect of such areas as the Com-
missioner ... ... may direct, and where such directions
have assigned to two or more Inspecting Assistant Commis-
sioners ... .. or Income-tax Officers, the same persons or
classes of persons or the same incomes or classes of income
or the same area, in accordance with any orders which the
Commissioner may make for the distribution and allocation
of the work to be performed.......... .

B . The Commissioner may, by general or
special order in writing, direct that the powers conferred
on the Income-tax Officer and the Appellate Assistant Com-
missioner by or under this Act shall in respect of any speci-
fied case or class of cases or of any specified person or ciasses
of persons be exercised by the Inspecting Assistant Commis-
sicner and the Commissioner respectively, and for the pur-
poses of any case or person in respect of which any such,
order applies. references in this Act or in any rules made
hereunder to the Income-tax Officer and the Appelljte As-
sistant Commissioner, shall be deemed to be references to
the Inspecting Assistant Commissioner, and the Commis-
sioner, respectively. :

(6) Inspectors of Income-tax shall perform such func-
tions in the execution of this Act as are assigned tg them
by the Income-tax Officer or other Income-tax authority
under whom they are appointed to work ......................

{7) The Central Board of Revenue may, by notiffcation
in the Official Gazette, empower Commissioners, ..... e
Appellate Assistant Commassioners and Income-tax Qfficers
to perform such functions in respect of such classes dbf per-
sons or such classes of income or such area as may bqg speci-
fied in the notification, and thereupon the functions s speci-
fied shall cease to be performed, in respect of the sgecified
classes of persons or classes of income or area, by the other
authorities appointed under sub-sections (2), (3) and (4).

Such notification shall nat render necessary the p-issue
of any notice already issued the Income-taxr Officer who
was previously exerdising suth functions. |

(8) For the purposes of eny case or persom in T’espect
whereof en order under sub-section (5) applies—

{a) any provisian of this Act requiring the anproval
or sanction of the Mepecting Assistant Commis-
sioner in any matter shall not apply;

(b} any appeal which would otherwise lie to the Ap-
pellate Assistant Commissioner shall lie to the
Commissioner; and

{c) any appeal which would have lain from any order
of the Appe}late Aggistant Commissioner th, the
High Court hall lie from the order of the Cqmmis-
sioner to thq High

rt.
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(1) The Commissioner ........... may, for reasons 10 Seciivn 132
be recorded in writing, transfer any case from one In- Trander of
come-tax Officer subordinate to him to another also sub- case from one
ardinate to him, and the Central Board of Revenue may, Intome-iax
for reasons to be so recorded, transfer any case from any Officertoan-

her,
............ Income-tax Officer to eny other............ ?; 5(7A)

(2) The Commissioner or the Central Board of Reve- f;i:;,pzfﬁ
nue, as the case may be, shall, before passing any order un- [New)
der sub-section (1), give the assessee & reasonable oppor-
tunity of being heard in respeet of the proposed transfer.

(3) The Commissioner or the Central Board of Reve- [New
nue, as the case may be, may, in special cases and for
reasons to be recorded in writing, dispense with the giving
of such opportunity as is referred to in sub-section (2), but
the assessee shall, in every such case, be entitled to make
o representetion to the Commissioner or the Central Board
of Revenue, as the case may be, against the order of trans-

fer within one month of the date on which he comes to
know of the order. :

4y Transfer of a case whder sub-section (1)[(s5 (1A}
may be made at any stage of the proceedings, and shall e para,
not render necessary the re-issue of any notice already is- “4%* part.}

sued by the Income-tax Officer from whom the case is
transferred.

Explanation.—In this section, “case”, in relation to any s (7A)
person whose name is specified in the order of the trans- n,]s
fer, means all proceedings under this Act in respect of
any year (including a past year) which may be pending on
the date of the transfer, and includeg all proceedings un-
der this Act which may in respect :# any year (including

a past or a future year) be tommenped after the date of
the transfer '

Whenever in respect-of any proceeding under this Act Saction 133
an Income-tax authority ceases to exercise jurisdiction. Cpange of
and is succeeded by another who has and exercises jurisdie- i ?&m\t of
tion, the Income-tax authority so suweeeding may continue[ Gy
the proceeding from the stage at whielh the proceeding was i, pim-_ 1
left by his predecessor : '

Provided that the assessee concermed may demand [§5 (7C).
that before the proceeding is so centinued the previous Frov]
proceeding or any part therecf be re-opened or that be-

fore any order for assessment is passed against him he be
reheard.

(1) For the purposes of sectioms 2680, 265, 267(2), 271 Section 134
and 272 [Section 33(2), earléier pdrt, section 33{4), section Authority
33A, section 33B(1), section $6(1), seetion 66{2), 66(3), 66(5), tompetent to
66(7)] the Commissioner referred iq therein shall, in relg- £Xe ot cont-
tion to an assessee, be ¢ 'Com;nﬁ?:r haeving for the

time being jurisdiction the Newp O
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Clauses 134-135

(2} For the purposes of sections 230 to 239 and 275
{section 33(5). sec. 46] the Income-taxr Officer referred to
therein shall, in relation to an assessee. be the Income-tar
Officer having for the time being jurisdiction over the as-
sessee.

Section 135 (1) Where an assessee carries on a business, profes-
Income-tax  sion or vocation at any place, he shall be assessed by the
]?;hf‘-“r c:":* Income-tax Officer of the area in which that place is situ-
S oo B ate or, where the business, profession or vocation is carried

3. 64(1) |

5 6400 on in more places than one. by the Income-tax Officer of
the area in which the principal place of his business, pro-
fession or vocation is situate. .

IS. 6a(2)] {2} In all other cases, an assessee shall be assassed
by the Income-tax Officer of the area in which he resides.

{564 (3} {3} Where any question arises under this section as to

main pata.] the place of assessment, such question shall be determined
by the Commissioner. or. where the guestion is between
places within the jurisdiction of different Commissioners,
by the Commissioners concerned or, if they are net in
agreement, by the Central Board of Revenue:

[S. 64(3), Lat Provided that, before any such question is determined.
prov.] the assessee shall have had a reasonable opportunity of
being heard in respect of the question.

4y ... The place of assessrient shail not be cal-
led in question by an assessee—
f {a) if he has made a return....... ... ...
5.64{9), 2nd - : .
E)ro\fde)arzﬁl::r _under section- 143(1) [Section 22(1)] and has
par]. stated therein his principal place of business, pro-
fessicn or voeation, or
{S,64(3), 2nd {b) (if he has not made such a return), ......... after
prov.  latter the expiry of the time allowed by the notice under
part,} section 143(2) [sub-section {(2) of section 22] or
under section 154 {34] for the making of a re-
turn.
[s. 64(3), grd (5)......If the place of assessment is called in question
Prov.] by an assessee, then, subject to the provisions of sub-sedtion

(4), the Income-tax Officer shall, if not satisfied with! the
correctness of the claim, refer the matter for determinétion
under sub-section (3) before assessment is made.

[s. 64(s)] (6) Notwithstanding anything contained in this sec-
tion. every Income-tax Officer shall have all the powers
conferred by or under this Act on an Income-tax Officer
in respect of any income............ accruing, or arising or
received within the area for which he is appointed.

[s. 64(5)] {7) The provisions of sub-section (1) and sub-section
(2) shall not apply. .. ........ to any assessee—

{a) on whom an assessmeng or re-assessment for | the
purposes of thik Act hes'been, is being or is tg be
made in the e of gny case in respect of w%ich

! .
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a Commissioner............ appointed without refer-
ence to area under section 131{2) [Sec. 5(2), latter
part] is exercising the functions of a Commissioner,

(b} where by any direction given or any distribution
or allocation of work made by the Commissicner
........... under section 131(4)......[Sec. 5(8), earlier.
part] or in consequence of any transfer made un-
der section 132 [Sec. 5(7TA), main paral, a particular
Income-tax Officer has been charged with the
function of assessing that assessee, or

(¢} who or whose income is included in a class of per-
sons or a class of incomes specified in any notifi-

cation issued under section 131(7) [S. 5(6)];
but the assessment of such person......... .. shall be
made by the Income-tax Officer for the time being charfed
with the function of making such assessment by the Ceniral
Boargd of Revenue or by the Commissioner............ to whom
he is subordinate, as the case may be. .

C—Powers.

(1) The Income-tax Officer, Appellate Assistant Com. Scction136
missioner and Commissioner...... shall, for the purposes of Nower regar
this Act, have the same powers as are vested in a court d‘“lfm‘fl‘f;;;‘;
under the Code of Civil Procedure, 1908 when trying of ¥ evidence

@ suit in respeet of the following matters, namely.: — ete.
{a) discovery and inspection; {Bec. 37(1}]
{b) enforcing the attendance of any person, including 5 of 1908

any officer of a banking company and examining
him on oath;

{c} compelling the production of hooks of account and
other documents; and

(d} issuing commissions.

{2} Where any Income-tax authority erercises any
powers referred to in sub-section (1), it shall follow, so
Jar as may be, the same procedure as a court under the
said Code. '

(3) Subject to any rules made in this behalf, any au- [Sec.;37(3)]
thority referred to in sub-section (1} may impound and
retain in its custody for such period as it thinks fit any
books of account or other documents produced before it
in any proceeding under this Act:

Provided that an Income-tax Officer shall not—

{a) impound any bgoks of account or other documents
without recording his reasons for so doing. or

[New]

{b) retain in his custody any such books or documents
for a period exceeding fifteen: days (exclusive of
holidays) without obtgining tlie; approval of the
Commissioner therefor, i
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[New] _ (9) Where any person, whether g party to the proceed-
tng or not, is desirous of receiving back any book of ac-
count or other document produced by him in any pro-
ceeding under this Act before any Income-tox authority,
the Income-tax authority may, unless the book ‘of account
or other document is impounded under sub-section (3}, re-

turn the same to such persom on an application mqde for
the purpose.

[s. 37{4}) __(9) Any proceeding before any authority referted to
in this section shall be deemed to be a judicial progeeding
within the meaning of sections 193 and 228 and for the

4501860 purposes of section 196 of the Indian Penal Code.

Section 137. Subject to any rules made in this behalf, anty Income-

Powersof se- tax Officer specially authorised by the Commissidner in
arch and sci- this hehalf may,— _

Zure. 4

{s- 37(2)} (i) enter and search any building or place where he
has reason to believe that any books of account or
other documents which in his opinion will be- use-
ful for, or relevant tq, any proceeding undgr this
Act. may be found, and examine them, if found;

(ii) seize any such books of account or other dochiments
and have them removed to his office, if ne ssary;

(i1) place marks of identification on any such beoks of
account or other documents or make or eduse to
be made extracts or copies therefrom:

(iv} make a note or an inventory of any articles or
things found in the course of any search un ler this
section which in his opinion will be usefyl for,
or relevant to, any proceeding under this|Act;

5 of 1858, and the provisions of the Code of Criminal ;Proce-
dure, 1898, relating to searches shall apply, so far
as may be, to searches under this section.

Section 138 The Income-tax Officer, the Appellate Assistant Com~

Power to call Misstoner or the Inspecting 'Assistant Commissioner] may,

or informa- for the purposes of this Act,— i

tion. R

[sec. 38] (1) require any firm.....to furnish him with a |return
of the names and adiresses of the pariners of the fitm and
their respective shares; ‘

(2) require any Hindu undivided family to furnisk
him with a return of the names and addresses of thg man-
ager and the members of the family;

{3) require any person whom he has reagon to
believe to be a trustee, guardian or agent, to furnish him
with a return of thejnames ¢f the persons for or ofjwhom
he is trustee, gua or 3j e’pt, and of their addrekses:;
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(4) require any assessee to furnish z staternent of the
names and addresses of all persons to whom he has paid
In any previous year rent, inferest, cemmission, royalty or
brokerage, or any annuity, mot being an annuily taxable
under the head “Salaries”, amounting to more than four
hundred rupees, together with partiedlars of all such pay-
ments made;

(3) require any dealer, broker or agent or any person
concerned in the management of a stack or commodity Ex-
change to furnish 2 statement of the names and addresses
of all persons to whom he or the Ex¢hange has paid any
sum in connection with the sale. exchange or transfer of a
capital asset, or on whose behalf or from whom he or the
Exchange has received any sbich sum. together with parti-
culars of all such payments and receipts;

(6) require any person, includin& a banking company
or any officer thereof, to furnish information in relation
to such points or matters, or to furnish statements of ac-
counis and affairs verified in the mamnner specified by the
Income-tax Officer. the Appellate Aksistant Commissioner
or the Inspecting Assistant Commissigner, giving informa-
tion in relation te such points or matbers as, in the opinion
of the Income-tax Officer, the Appellgte Assistant Commis-
sioner or the Inspecting Asgistant Cammissioner, will bhe
useful for. or relevant to, any proceqding under this Act.

The Income-tax Officer, the Apppilate Assistant Com- Siciion 139
missioner or the Inspecting Assisthint Commissioner, or | Lwcr to
any person subordinete to him authorised in writ-1 wﬂ;t:
ing in this behalf by the Income-tax, Officer, the Appellate :’mmnim_
Assistant Commissioner or the Inspecting Assistant Com- [4 393
missioner, may inspect, and if necegsary, take copies, or

cause copies to be taken, of any register of the members, .
debenture holders or mortgagees of any company or of any

entry in such register. : :

The Director of Inspection, the Commissioner and the%i;n 140

Inspecting Assistant Commigsioner shall be competent o [iocton 00{

make any enquiry under this Act, angd for this purpose shall Hhpection
have all the powers that an Income+#ax Officer has under ahd Inspect-
this Act in relation to the mnking of enquiries. 8 A“l;::?_f:
ors cte.

. B),
l[;ttcrringz.])

D-—Disclosure of information.

(1) All particulars contained in any staterment made.%,‘ti‘m 148
return furnished or aceounts or documents produced under ih}ﬁ?ﬁ;‘;ﬁ,’d
the provisions of this Act, or in any gvidence given, or af- prohibited.
fidavit or deposition made, in the course of anv proceedings [r. 5¢ (1)}
under this Act, other than proceedings under Chapter XXIII -
[Existing Chapter VIII-Offences and penalties]. or in any
record of any assessment jroceedj or any proceed-
ing relating to the recowv of a| {demand, prepared ;
for the -purposes of ghis ,- shall be treated I

T of (872

n‘-‘v
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[s. 5¢ (2),
earlier pari]

Ts-54 (3) (a)]

45 of 1860

fs. 54 (1)(b)]

[New]

{s- 54 (3) {c}]

fs. 54 (3) (d)]

[New]

19 of 1008

t of 1956

182

Clause 141

as confidential, and notwithstanding anything contained in
the Indian Evidence Act, 1872, no court shall, save as pro-
vided in this Act, be entitled io require any public servant
to produce before it any such return, accounts, documents
or record or any part of any such record, or to give evidence
before it in respect thereof. :

(2} No public servant shall disclose any particulars
contgined in any such staternent. return. accounts, docu-
ments, evidence, affidavit, deposition or record............

(3) Nothing in this section shall apply to the disclo-
sure—

(a) of any such particulars for the purposes of a prose-
cution for any offence under the Indian  Penal
Code, 1860 in respect of any such stalement, return,
accounts, documents, evidence, affidavit or deposi-
tion, or for the purposes of a prosecution for any
offence under this Act; or

(b} of any such particulars to any person acting in, the
execution of this Act...... where it is necessary or
desirable to disclose the same to him for the pur-
poses of this Act..... ; or

(¢) the substance of any materiel to an  assessee, being
relepant material gathered for the purposes of
making an assessment under section 147(3) [Sec-
tion 23(3)] or under section 148 [Section  23(4}],
without disclosing any information which might
enable the assessee to identify the person to whom
the material relates; or

{d) of any such particulars, where the disclosure is oc-
casioned by the lawful employment under this Act
of any process for the service of any notice or the
recovery of any demand; or

(e) of any such particulars to a civil. court in any
suit or proceeding to which Government or any
Income-tax autheority is a party, which relates to
any matter arising out of any oroceeding under
this Act or under any other law for the time being
in force authorising any Income-tax authority to
exercise any powers thereunder; or

(f) (i) of any such particulars contained in any ac-
counts, or

(ii) of any registered document of which a certified
copy can be obtained under the provisions of the
Indian Registration Act, 1808, or

(iit) of o balance sheet or audit report or profif and
loss occounts fled under the Companies Act, 1956,
or any other HAct relefing to companies, :
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“to g civil court in any suit or proceeding to which

{g)

the person who produced the accounts, registered
document, balance sheet, audit report or profit and
loss account, or his Tepresentative-in-interest is a
party, if the particulars, registered document, ba-
lanee sheet. audit report, or profit and loss account
are relepant to any matter in issue in such suit or
proceeding;

of any such particulars te the Comptroller and Au- [s 54 (3 (g)
ditor-General of India for the purpose of enabling

him to discharge his functions under the Consti-

fution; or

{hy of any such particulars to any officer apvointed by (s. 54 (3) ()

()

the Comptroller and Auditor-General of India or
the Central Board of Revenue to audit income-tax
receipts or refunds; or

of any such particulars, relevant to any inquiry Egac 54 (3)
into the conduct of an official of the Income-tax (8)]
Department, to any perscns appeinted Commis-

sioners under the Public Servants (Inquiries) Aet,

1850, or to an officer otherwise appointed to hold 37 of 1850
such inquiry, or to a Public Service Commission
established under the Constitution, when exercis-

ing its functions in relation to any matter arising

out of any such inquiry; or

(i) of any such particulars relevant to any inguiry [S¢c. 54 . (3
teh

(k)

(1) of such facts. to an autherised officer of the Gov-|

into a charge of misconduet in connection “with {8
income-tax proceedin®s against a legal practitioner
or chartered accountant. to the authority referred
to in section 324 (3) [Section 61(3)}, when exer-
cising the functions referred-to in that sub-section

............ , or

of any such particulars by any public servant, [Sec. 5¢ (30
where the disclosure is occasioned by the lawful (B)]
exercise by him of his powers under the Indian

Stamp - Act. 1899, to impound an  insufficiently aof 1859
stamped document; or

ernment of any country outside Indic which has G i * &

entered into an agreement with India for the grant-
ing of relief in respect of or nwoidance of double
taxation ...... , as may be necessary for the purpose
of enabling such relief or a refund under section
92 [49A] to be given or suck avoidance under that
section to be made effeciive ; or

(m) of such facts, to an officer of a State Government [3ec 5¢ (3}

as mav be necessary for the purpose of enabling I
that Government to; levy of realise any tax im- -
posed by it; or : :
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fSec. 54 (3}
(k}.)
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{Sec,
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[Sec. 34 (3)
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[8ec.
(n).)
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31 of 1950

54 (3)

Sec. 54{1)]

{New]

Section 142.
Saving regar-
ding  volun-
tary disclosu.

res'by persons of that section,

the made. the return fuw
atatement c1c.

making

{New]
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(n) of such facts, to an officer of the Central Govern-
ment as may be necessary for the purpose of en-
abling that Government to levy or realise any tax
imposed by tt; or

(o) of such facts, to any authority exercising powers
under the Sea Customs Act, 1878, or any Ceniral
Act imposing a duty of excise as may be neces-
sary for enabling it duly to exercise such powers;
or

{p} of such facts, to any person charged by law with
the duty of ingquiring into the qualifications of
electors as may be necessary fo establish whether
a person is or is not entitled to be entered on an
electoral roll; or

(q) of so much of such particulars, to the appropriate
authority, as may be necessary to establish whe-
ther a person has or has not been assessed to in-
come-tax in any particular vyear or years, where
under the provisions of any law for the time be-
ing in force such fact is required to be established:
or

{r) of such particulars to the Reserve Bank of India
as are required by ithat Bank to enable it to com-
pile financial statistics of international investment
and balance of payments; or

{s) of such information as may be required by any
officer or department of the Central Government
or of a State Government for the purpose of in-
vestigation into th€ conduct and affairs of; any
public servant; or

(t) of any such particulars to the Custodian of iEva-
cuee Property appointed under the Administrption
of Evacuee Property Act, 1950, for the purpope of
enabling him to dischdrge the duties imposed upon
him by or under the said Act. '

(4) Nothing in this section shall apply to the preduc-
tion by a public servant before a court of any document,
declaration or affidavit filed, or the record of any state-
ment or deposition made in a proceeding under sectiop 181
[25A] or sections 181 {0 193 or to the giving of evidenée by
a public servant in respect thereof. :

(5) In this section, “public servant” means any frublic
servant employed in the execxtion of this Act.

Nothing in section 141 [54(1), 54(2) and 54(3), as re-
duced in preceding section] shail prohibit the voluntary
disclosure of any particulars referred to in sub-section (1)
by the person by whom the statement was
ished, the, eccounts or document pro-
duced, the evidence piven ‘the affidavit or deposition
made, as the case mag be.
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CHAPTER XIV
PROCEDURE FOR ASSESSMENT

(1) {a} Every person,............ if his total income, or the Section 143
total income of any other person in respect of Rewurn of in-
which he is assessable under this Act, during “%
the previous year exceeded the maximum [+ 22 (1))
amount which is not chargeable to income-fax
shall furnish, to the Incomertox Officer having
jurisdiction to assess him, on or before the 30th
day of June of each financigl year, a return of
his income or the income of such other person
during the previous year, in the preseribed form
and verified in the prescribad manner and set-

ting forth............ such other particulars as may
be prescribed:

Provided that the Income-tax Officey may in his discre-
tion extend the date for the delivery of the return in the
case of any person or class of persons:

Provided further that no such return need be furnished
by any such person if he has already furnished a relurn -
of income for such year in accordance with the provisions
of sub-section (2)............ [22¢2).

(b) Where a return of income has been sent under .
clause (a) to an Income-tax Officer who has no
jurisdiction to make the aspdssment, it shall be
hig duty to forwarll the refurn to the Income-
tax Officer having jurisdictipn.

~ {2) In the case of any person whd, in the Income-tax [s 2 (2)].
Officer’s opinion............ , 15 assessable ynder this Act, whe-
ther on his own total income or on the: total income of any

other person during the previous year, ‘the Income-tax Offi-

cer may before the end of the relevgnt assessment year

serve a notice upon him requiring him to furnish, within

thirty days from the date of service of the notice, a return

of his income or the income of such other perton during that

year, in the prescribed form and veriffed in the prescribed

manner and setting forth............ such' dther particulars as
may be prescribed :

Provided that the Income-tax Officer may, in his dis-
cretion, extend the date for the delivery of the return.

{3) If any person............. has sustgined a loss............ in fs..22 (2-A).
any previous vear under the head ‘Profits and gains of busi- pa)
ness, profession or vocation’, and such loss or any part there-
of would ordinarilv have been carried forward under sec-
tion 73(2) or 74(2) [Sub-section (2) of section 24], such per-
son, or the person assessable §n respapy of the total income
of such person. shall, if he not begh lserved with a notige
under sub-section (2), ...... hi rtm,’i_ before the 30!;?;'dq'y




fs- 22 (3))

{s- 22 (5]

Section
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of June of the assessment year or within such further time
as the Income-tax Officer in any case may allow, a return
of loss in the prescribed form and verified in the preseribed
manner and containing such other particulars as may be
prescribed; and all the provisions of this Act shall apply as
if it were a return under sub-section (1).

(4) If any person has not furnished a return within
the time allowed by or under sub-section (1) or sub-section
{2), or having furnished a return under either of those sub-
sections discovers any omission or wrong statement therein,
he may furnish a return or a revised return, as the case
may be, ai any time before the assessment is made.

(5) The prescribed form of the returns referred to in
sub-sections (1), (2) and (3) shall, in the case of an assessee
engaged in any business, profession or vocation, require him
to furnish particulars of the location and style of the prin-
cipal place wherein he carries on the business, profession or
vocation and of the branches thereof, the names and ad-
dresses of his partners, if any, in such business, profession
or vocation and the extent of the share of the assessee and
the shares of all such pariners in the profits of the busi-
ness, profession or vocation and any hranches thereof.

The return under section 143 [22(1) or 22(2) or 22(3)]

H .
. Return E}e shall be stgned and verified—

whome to0
signed.

[New]

Secti . . .
pm:g';?o,f;fs receipt of a return miade under section 143[22], pr

(a) in the case of an individual, by the individual him-
self, where the individual is absent from India, by
some person duly guthorised by him in this behalf;
and where the individual is mentally incapaditated
from attending to his affairs, by his guardian or
committee or by any other person competent to act
on his behalf;

{b) in the case of a Hindu undivided family, by the
Karta, and, where the Karta is absent from Jridia or
is_mentally incapacitated from attending to his
affairs, by any other adult member of such femily;

(¢) in the case of a company or local authority, by the
principal officer thereof;

{(d} in the case of ¢ firm, by any partner thereof, not be-
ing a minor; '

(e) in the case of any oiher association, by any member
of the association or the principal officer thereof;
and

(f) in the case of any other person, by that person or
by some person competent to act on his behalf.

(1) The Income-tax Officgr may, at any time after the
to
m£

assessment.  make, in a summary} manned, ‘a provisional assessmént of
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the tax payable by the assessee, on the basis of his return [s. eg8 (:}.
and the accounts and documents, if any, accompanying catlicr part,
 § TR

(2) In making any assessment under thig section due F- 238 (1),
effect shall be given to—e atter pact.]

(a} the allowance referred to in section 32(2) [para {b)
of the provise to section 10{2)(vi)], and

{b) any loss carried forward under section 73(2) or T4
(2y [24(2)]).

{3) A partner of a firm may be provisionally assessed fs. 23 B {2)}
under sub-section (1) in respeet of his share in the income
of the firm, if its return has been received, even if the
return of the partner himself has not been received.

{4) A firm may be provisionally assessed under sub-[s. 23 B (3}]
section (1) as an unregistered firm, except in the following
cases, where it shall be assessed as a registered firm—

(a) where the firm was assessed as g registered firm for [New. Sec
the latest assessment year for which its assessment Notification
has been completed, and it has before the date I:’"' 83:{ 3;&
prescribed for the purposes of this clause, filed its ﬁffi,uy of
application for registration or declaration under Finpnce,
section 191(7) [section for declaration] for the as- Revenue
sessment year for which the provisional assessment Division ]
is to be made;

(b} where no regular assessment has been made on the
firm for any assessment year preceding the assess-
ment year for which the provsional assessment is
to be made, and the firm has, before the date pres-
cribed for the purposes of this clause, filed its appli-
cation for registration, or declaration as cforesaid,
for the assessment yedr for which the provisional
assessment is to be muade.

{(53) After a regular assessment has been made.. ... any {s.e3 B (1)

amount paid or deemed to have been paid towards the pro-
visional assessment made under sub-section (1) shail be
deemed to have been paid towhrds theé regular assessment:
and where the amount paid or deemed to have been paid
towards the provisional assessment exceeds the amount pay-
able under the regular assessment, the excess shall be re-
funded to the assessee.

(6) Nothing done or suffered by reason or in consequ- [s. 23 B (8)}
ence of any provisional assessment made under this section
shall prejudice the determination, on: the merits, of any
issue which may arise in the ¢ourse of the regular assess-
ment.......... : : ;

13=1 Law Com.[58
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[s. 23 B {4)]

Section 146.
Enquiiy be-
fore asses-
sment,

[s. 22 14)]

[New}

{New]

Section 147
Assessment,

fs- 23 (1)]

{s. 23 (#)]

{7) There shall be no right of appeal against a provi-
sional assessment made under sub-section (1).

(1) For the purpose of making an assessment under thes
Act, the Income-tax Officer may serve on any person who
has made a return under section 143(1) [22(1)] or section
143(3) [22(2A)] or upon whom a hotice has been served
under section 143(2) [22(2)] (whether a return has been
made or not), a notice requiring him, on a date to be there-
in specified,—

{i) to produce, or cause to be produced, such accounts
or documents as the Income-iax Officer may require,
or

(i1) to furnish in writing and verified in the prescribed
manner information in such form and on such
points or matters (including a statement of all as-
sets and liabilities of the assessee, whether inclu-
ded in the accounts or not) as the Income-tax Offi-
cer may require : .

Provided that the previous approval of the Commis-
sioner shall be obtained before requiring the assessee to
Jurnish a statement of all assets and liabilities not included
in the accounts:

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

(2) For the purpose of obtaining full information in
respect of the income or loss of any person, the Income-tax
Officer may make such enquiry as he considers necessary.

(3) The assessee shall, except where the asgsess-
ment is made under section 148 [s. 23(4), part regarding best
judgment assessment], be given an opportunity of rebutting
the substance of any material gothered on the basis of any
enqguiry under sub-section (2} and proposed to be utilised
for the purpose of the assessment.

(1) Where a return has been made under section 143
[22] and the Income-tax Officer is satisfied without requir-
ing the presence of the assessee or the production by him
of any evidence that the returmn............ is correct and com-
plete, he shall assess the total income or loss of the assessee,
and shall determine the sum payable by him or refundable
to him on the basis of such return. -

(2) Where a return has been made under section 143
[227 but the Income-tax Officer is not satisfied without re-
quiring the presence of the person who made the return or
the production of evidence that the return............... is cor-
rect and complete, he shall s¢rve on such person a hotice
requiring him, on a 3_31:9 to Be therein specified, either to

¢ [ i
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attend at the Income-tax Officer’s office or to produce, or
to cause to be there produced, any evidence on which such
persen may rely in support of the return.

{3) On the day specified in the notice issued under sub- [s. 23 (3)]
section (2), or as soon afterwards as may be, the Income-tax
OXicer, after hearing such evidence as such person may pro-
duce and such other evidence as the Income-tax’ Officer may
require, on specified points, and after taking into account
all relevant material which the Income-tax Officer has
gathered and which the Income-tax Officer is competent to
take into account, shall, by an order in writing, assess the
total income or loss of the assessee, and determine the sum
payable by him or refundable to him on the basis of such
assessment.

(1) If any person— Section 148.
(a) fails to make the return reguired by any notice Best JK‘:S'
given under section 143 (2) [sub-section (2) of moy "%
section 22] and has not made a return or 3 rvevised -
return under section 143(4) [sub-section (3) of sec- [>- 234
tion 22}, or carfier part
{b) fails to comply with all the terms of a notice is-
sued under section 146(1) [sub-section (4) of sec-
tion 22], or

(¢} having made a return, fails to comply with all the
terms of a notice issued under section 147 [section
re: assessment under 23(1) (2) & 23(3)],

the Income-tax Officer, after taking into account all rele-
vant material which the Income-tax Officer has gathered
and which the Income-tax Officer is competent to take into
account, shall make the assessment of the total income or
loss to the best of his judgment and determine the sum
payable by the assessee or refundable o the assessee on
the basis of such assessment.

(2) The Income-taxr Officer shall, in every order under [Newl
sub-section (1), refer to the material on the basis of which
the assessment is made.

For the purposes of sections 147 and 148, [two preced- Sedion 149
ing sections regarding assessment and best judgment]} the "Rilc_\rarg,t
relevant material which the Income-tar Officer is compe- Makerial
éent to take into account in respect of an assessee inclu- [New]

es—

(a) market conditions in the previous year of the trade
in which the assessee was engaged in the previous
year,

(b) rates of profits disclosed by the accounts of other
persons engaged in the same fine of trade, and

(¢) rates of profits determfned in {hie case of the asses-
see in assessments fod earlier jof subsequent years.
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Clauses 150-152

(1) Income chargeable under the head “Profits
and gains of business, profession or vocation” or “Income
from other sources” shall be computed in accordance
with the method of accounting regularly employed by the
assessee : )

Provided that, if, though the accounts are correct and
complete {o the satisfaction of the Income-tax Officer, the
method employed is such that, in the opinion of the In.
come-tax Officer, the income cannot properly be de-
duced therefrom, then the computation shall be made upon
such basis and in such manner as the Income-tax OQfficer
may determine,

(2) Where the Income-tax Officer is not satisfied about
the correctness or the completeness of the accounts of the
assessee, or where no method of accounting has been re-
gularly employed by the assessee, the Income-tax Officer
may make an assessment in the manner provided in sec-
tion 148 [23(4) main para, part regarding best judgment
assessment].,

Where an assessee assessed under section 148 [23(4)]
makes an application to the Income-tax Officer, within
one month from the service of a notice of demand issued
in conseguence of the assessment, for cancellation of the
assessment on the ground—

{1) that he was prevented by sufficient cause from
making the retum required by section 143 [22],
or

{ii} that he did not receive the notice issued under

section 146{1) [22(4)] or section 147 [23(2)], or
{i11) that he had not a reasonable opportunity to comply,
or wis prevented by sufficient cause from coraply-
ing, with the terms of the notices referred
to in clause (ii),

the Income-tax Officer shall, if satisfied about the exis-
tence of such ground, cancel the assessment and praceed
to make a fresh assessment in accordance with the provi-
sions of sections 147 and 148 [section 23].

If—

(a} the Income-tax Officer has reason to believe : that
by reason of the omission or failure on the payt of
an assessee to make a return of his income under
section 143 [22] for any assessment year or to dis-
close fully and truly all material facts necessary
for his assessment for that year, incorne char-
geable to tax has escaped assessment for that year,

or

(b) notwithstanding that there has been no omission
or failure ag mentiond¢d in clause (a) on the part
of the assessee, the Ingome-tax Officer has in;con-
sequence of ipformatipm in his possession remson
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to believe that income ... . .. chargeable to tax
has escaped assessment for any assessment year,

he may, subject to the provisions of sections 153 to 159 [s- 34 (1)
[other sections in group dealing with escaped in- *;‘n] para
come] assess or reassess such income ......... or recompt.ltt-:-p

the loss or the depreciation allowance, as the case may be, -

for the assessment year concerned (Rereafter in sections

153 to 158 [other sections in the group for escaped income]

referred to as the relevant gssessment year). .

Explanation.—Production before the Income-tax Offi- [s, (n
cer of account books or other evidence from which mate- Exl:ll-?‘t
rial evidence could with due diligence have been discover-

ed by the Income-tax Officer will not necessarily amount

to disclosure within the meaning of this section...............

" For the purposes of section 152 [section regarding in- Section 153.
rome escaping assessment], the following shall also be “'Income
deemed to be cases where income chargeable to tax has ;’;f;d has
escaped assessment, namely— seaament”’

Meaning.

(a}) where income...... chargeable Io tax has been un- E 34 (1),
der-assessed ; or rst paTh,
clame  (a),
(b) where such income ...... has been assessed at t00 part, and
low g rate; or . clapse (b},

pari].
{c) where such income has been made the subject of
excessive relief under this Act; or

{d) where excessive loss or depreciation allowance has
been computed.

(1) Before making the assessment, reassessment, or re- Section 15¢
computation under section 152 [section regarding income n.::‘if:e where
escaping assessment], the Income-tax Officer shall serve On jjeome  has
the assessee, or, if the assessee is a company, on the prin- esgaped as-
cipal officer thereof, a notice containing ail or any of the scsment.
requirements which may be included in a notice under(s. 34 (1},
section 143(2) [section 22(2)1; and the provisions of this se¢ond para,
Act shall, so far as may be, apply accordingly as if the par]
notice were a notice issued under that sub-section.

(2) The Income-tax Officer shall, before issuing any [+ 34 (1)

notice under this section, record his reasons for deing so... ;ﬁusc PE‘:.’ii"}'
. P*'L] .

(1) The mnotice under section 154 [section regarding Section 155
notice] may, subject tao the provisions of sub-section (2} ;l‘ime-lfmﬂ
and of seetion 157 [section regarding sanction], be issued-— '™ "oUc*

(a) in cases falling under clause (a) of section 1520% 3¢ (1),
[section ..... regarding income escaping assess-
ment],—

(1) at any time, if the jncome......... chargeable to tax ["o%‘* {QQJ::
which has escaped assessipént or has been un- ?})'. )
h

Iatter

der-assessed or asgessed a too a low rate or has bl part]
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been made the subject of excessive relief under
this Aect, or the losg or depreciation allowance
which has been computed in excess, amounts to
or is likely to amount to fifty thousand rupees
or more for the relevant assessment year;

[s. 34 (1), 1st (i) within a period of sirteen years from -the end
%’.F?"’-» Cl'a“"‘ of the relevant assessment year, where the case
hall,  parc. does mot fall under sub-clause (i) of this clause
modified] and the income chargeable to tax which has
escaped assessment or has been under-gssessed
* or assessed at too low o rate or has been made
the subject of excessive relief under this Act
11 of 1922 or under the Indian Income-tax Act, 1922, or the
loss or depreciation ellowance which hus been
computed in excess under this Act or under the
said Act, amounts to or is likely to amount to
one lakh of rupees or more in the aggregate for
the sirieen assessment years (including assess-
ment years under the said Act) immediately pre-
ceding the assessment year in which such notice
ig tssued ; '
[s. 34 (1), (st (i) within a period of eight years from the end of
Prov. CI. {ii1 the relevant assessment year, in any other case;
carlier hallj .
is- a4 (1) {b} in cases faliing under clause (b} of section 152

second para,
part]

[+ 3¢
2nd Prov.)

Section  156.

Provision for

cascs  where

23588 ment Is

(13,

[section regarding income escaping assessment],
within a period of four vears from the end of the
relevant assessment year,

£2) If the person on whom a notice under section
154 {section re: notice] is to be served is a person tregted
as the agent of a non.resident under section 173 [s. 43]
and the assessment or reassessment to be made in pursu-
ance of the notice is to be made on him as agent of guch
non-resident, the notice shall not be issued after the ex-
piry of ¢ period of two years fom the end of the relepant
assessment yeaqr. ‘

Notwithstanding anything contained in sub-section (1)

or sub-seetion (2) of section 155 [preceding section], but
subject to the provisions of section 157, [section regarding

in pursuance sanction}, the notice under section 154 [seciion regarging
of an order notice} may be issued gt any time for the purpose of npak-
onappeal e, ing an assessment or re-assessment on the assessee or mny
[s. 34 (3) person in consequence of or to give effect to any finding
25 Prov. o1 direction contained in an order under section 259,263

awer hall 569, 271, or 272 [section 31, 33, 33A, 33B, 66 or 66A] passed
in the case of the ussessee, ' :
Section 157, {1) No notice shall be issued under section 154 [sec-

Sancuen for tinn regarding notice} after the expiry of eight years from
e, ¥ the end of the relevant assessment year, unless the Cen-
[s. a4 (1}, 15t tral Board of Revenue ... is satisfied on the reasons re-
Prov: Gl corded by the Income-thx Officpn that it is a fit case [for
(i}, par}  the issue of such notica
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(2) No notice shall be issued under section 154 [section [5- 34 (1), 15t
regarding notice] efter the expiry of four years from the m el. {ii),
end of the relevant assessment year, unless the Commis-
sioner is sctisfied on the reasons recorded by the Income-

tax Officer that it is a fit case for the issue of such notice.

(1} In an assessment or re-assessment wmade under Scciion 158
section 152 [section regarding income escaping assessment], Other  Fro-
the tax shall be chargeable at the rate or rates at which it "'°"
would have been charged had the income...... not escaped as- [’r' i‘*](‘) and
sessment or full assessment, as the case may be. prov.

(2) Where an assessment is recpened in circumstan- [s. 34 (2}]
ces falling under clause (b) of section 152 [section regard-
ing income escaping assessment], the assessee may, if he
has not impugned any part of the original assessment order
for that year either under sections 254 to 256 [30] or under
section 272 [33A], claim that the proceedings under section
152 [section regarding income escaping assessment] shall be
dropped on his showing that he had been assessed on an
armmount or to a sum not lower than whet he would be right-
ly liable for even if the items alleged to have escaped asses-
sment had been taken into account, or the assessment or
computation had been properly made:

Provided that in so doing he shall not be entitled to
reopen matters concluded by an order under section 271
[33B] or section 161 or 162 [35] or by a decision under
section 263 {661 or section 269 [66A].

An assessment or re-gssessment under sectionm 152 Section tsrg:

[section regarding income escaping pssessment] shall be g: ?fg time
completed within the time, if any, limifed by section 160 [34 [ for

{31 conjpletion.
(Naw]
(1) No order of assessment ...... shall be made under Sqﬁion 160.
section 147 or 148 [23] ...... at any time after— : E,L'econlalpul‘:
(a) the expiry of four years from the end of the ass-tioq of assess-
essment year in which the income ......... was first z ”-;;m::g
assessahle ; or [s. 24 (3

mal para,

' pa]
(b} the expiry of four years from the issue of ¢ notice [N
under section 283(1) [28(3)]1, in & case falling under (Cqatrasc s.

section 280(1) (¢) [s. 28(1j (c}]; or o EEJ, Jnain
' “‘othcr  than

.. applics™).
(c) the expiry of one year from the date of the ﬁling [Naw] )
of a return or a revised return under section 14
(4) [22(3)];
whichever is latest.

(2) No order of assessment or re-assessment shall be [New]
made under section 152 [sectjon re :-i!lcome escaping as-
sessment]— | _ b

(a) where the asmssme‘l"t or reafsessment is to be



3. 34 (3
main  para,

part]

{s.

kit

ol

Is. 3¢ (3),
2nd Prov.
earlier half]
5. 3¢ {3
and rov

Fatrer half;

part)

2. 5 {(7Ch
gnd‘}:mv.]

[New]

{New]
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made under clause (@) of that section ......, [sec-
tion re: income eséaping assessment), after the
expiry of four years from the end of the assess-
ment year in which the notice under section 154
[section re: notice] was served ;

where the assessment or re-assessment is fo be
made under clause (b) of that section {section re:
income escaping assessment), after— :

(i} the expiry of four years from the end of the
assessment year in which the income was first
assessable, or

the expiry of one year from the date of service
of the mnotice under section 154, [section re:
notice],
whichever is later.

(3) The provisions of sub-sections (1) and (2) shall not
apply to the following classes of assessments and re-assess-
ments, which may be completed at any time—-

{i) where ¢ re-assessment is made under section 151
2 .

(b)

(ii)

(it) where the assessment or re-assessment is made on
the assessee or any person in consequence of or to
give effect to any finding or direction contained
in an order under section 259, 263, 269, 271, or 272
fsection 31, 33, 33A, 38B, 66 or 66A].

Explanation J.— in computing the period of k-
mitation for the purposes of this section, the time talden in
reopening the whole or any part of the proceeding or in
giving an opportunity {o the assessee to be reheard under
section 133, Proviso [§ (7C) 1st Prov.], or any period dur-
ing which the assessment proceeding 13 stayed by an order
or injunction of any eourt, shall be ercluded.

Explanation 2—Where, by an order under section 259,
263, 269, 271 or 272, [31 section 33, section 33A, section
33B, section 66 or section 66A] any income is excluded
from the total income of the assessee for an assestment
year, then, an assessment of such income for another as-
sessment ‘year shall, for the purposes of section 156 and
this section [34(3), 2nd Proviso, latter half both parts],
be deemed to be one made in consequence of or to give

effect to any finding or direction contained in thd said
order.

Exrplanation 3.—Where, by an order under section 259,
263, 269, 271 or 272, [31, section 33, section 33A,
section 33B, section 86 or section 66A] any income is ex-
cluded from the total income of one person and held to be
the income of another person, then an assessment of such
income on such other.person ghall, for the purposes of sec-
tion 156 and this segtion [34(8), 2nd Proviso, latter half
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Clauses 160-161

both paris] be deemed to be onme made in consequence of
or to give effect to any finding or direction contained in
the said order, provided such other person was given an
opportunity of being heard before the said order was
passed.

(1) With a view to rectifying any mistake apparent Section 161.

- Rectification
Jrom the record of mistake

(a} the Income-tax Officer may amend any order of Is. 35 (1),
assessment or of refund or any other order, passed main  para,
by him: part]

(b} the Appeliate Assistant Commissioner may amend (s. g5 (1)
any order passed by him in appeal under section main  para
259 (31]; - par]

(c) the Commissioner may amend any order passed by . 15 (1),
him in revision under section 272 [33A] or section main  para,

271 [33B]. part]
. {(2) Subject to the other provisions of this section, the fs. 35 (1)
authority concerned— main  para

{a) may wmake an amendment under sub-section (1)
of its own motion, and

(b) shall make such amendment for rectifying any
« such mistake which has been brought to its notice
by the assessee.

(3} An amendment which has the effect of enhancing [s. 35 (1), 1t
an assessment or reducing a refund or otherwise increas- Provl
ing the liability of the assessee, shall not be made under
this section unless the authority concerned has given no-
tice to the assessee of its intention so to do and has allow-
ed the assessee a reasonable opportunity of being heard.

(4) Where an amendment is made under this section, [New
an order shall be passed in writing by the Income-tax
cuthority concerned, '

(5) Where any such amendment has the effect of re-Is. 35 (3)]
ducing the assessment, the Income-tax Officer shall make
any refund which may be due to such assessee.

(6) Where any such amendment has the effect of en-[s. 35 (4)]
hancing the assessment or reducing a refund already .
made, the Income-tax Officer shall sexvé on the assessee
2 notice of demand in the prescribed form specifying the
sum payable, and such notice of demand shail be deemed
to be issued under section 163 [section 291, and the provi-
sions of this Act shall apply accordingly.

(7) Save as otherwise provided im section 162 or sec- fsec. 35 (1),
tion 193 (4), [s. 35(5) to 35(10) or sec. re: cancellation of main pars,
registration], no amendment wnder this section shall be P*™)
made cfter the expiry of four years the date of the
order sought to be amended. 1.
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(1) Where in respect of any corhpleted assessment of
a partner in a firm it is found—

(a} on the assessment or reassessment of the firm, or

(b) on any reduction or enhancement made in the in-
come of the firmm under section 161(1), 259, 263,
269, 271 or 272, {section 31, section 33, section 33A,
section 33B, section 86, section 66A or section 35{(1)],

that the share of the partner in the income of the firm has
not been included in the assessment of the partner or, if
included, is not correct, the Income-taxr Officer may emend
the order of assessment of the partner with a view to the
inclusion of the share in the assessment or the correction
thereof, as the case may be; and the provisions of -section
161 [35(1} to (4)] shall, musatis-mutandis, apply thereto,
the period of four years specified in sub-gsection (T) of
that section being reclioned from the date of the final order
passed in the case of the firm,

(2) Where in respect of any completed assessment of a
member of an association of persons it is found—

a) on the assessment or re-assessment of the agsocia-
tion, or

(b) on any reduction or enhancement made in the in-
come of the associgtion under section 161(1}, 259,
263, 269. 271 or 272, [section 31, section 33, spct:on
334, section 33B, section 66, section 66A or spctzon
35(1) ).
that the share of the member in the income of the | asso-
ciation has not been included in the assessment of the mem-
ber or, if included, i3 not correct, the Income-fax er
may amend the order of assessment of the member ith a
view to the inclusion of the share in the assessment ¢r the
correction thereof, as the case may be; and the provisipns of
section 161 [35(1) to (4)] shail, mutattsmutandls pply
thereto, the period of four yeers specified in sub-section (7)
of that section being reckoned from the date of the: final
order passed in the case of the association :

Provided that nothing in this sub-zection shall uﬂect
the provisions of section 87, clause (v) [14(2)(b}].

(3) Where, as a result of proceedings initiated under
clause (a) of section 152, [section corresponding to existing
section 34(1) and ()] ... cviiniinanl, .... a firm or an asso-
ciation of persons is assessed or reassessed ............ , and
the Income-tax Officer concerned is of opinion that it is
necessary to compute or recompute the total income of a
partner in the firm or a member of the association o -
SONS, ...ovvvnnannn. as the case be, the Income-tax cer
may proceed to commi‘te orr pute the total incomé and

H b
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Clause 162

determine the sum payable on the basis of such computation
- or recomputation and make the necessery amendment; and
the provisions of section 161 [85(}) to (4)] shall mutatis-
mulandis apply thereto, the period of four years specified
in sub-section (7) of that section heing reckoned from the
date of the final order passed in the case of the firm or
association, .................. as the case may he.

{(4) Where the Income-tax Officer is satisfied that the [s. 35 (o)
income-tax payable by a company on its profits and gains
out of which the company has declared a dividend, has not
been paid within three years after the financial year in
which the dividend was declared or within one year after
the financial year in which the assessment of the company
for the assessment year concerned was made, whichever is
later, the amount of income-tax which a shareholder of the
company is deemed himself to have paid in respect of such
dividend under section 246 [49B], or the amount for which
credit is due to him under section 246 [sub-section (5) of
section 18] in respect of such dividend, shal]l be deemed to
have been wrongly computed; and the Income-tax Officer
may, notwithstanding anything contained in this Act, pro-
ceed to recompute such amount by reducing it in the same
proportion ag the amount of income-tax remaining unpaid
by the company bears o the amiount of income-tax payable
by it on such profits and gains, and take the necessary
amendment: ... and the provisions of section 161
[35(1) to (4)] shali mutatis muiendis apply thereto, the pe-
riod of four years specified in sub-sectlon {7) of that section
being reckoned from the date on which the period of three
years aforesaid has expired or the date an which the period
of one year aforesaid has expired, whichever is luter.

(5) Where an allowance by way of development rebate [s. 35 (31)]
has been made wholly or partly to an assessee in respect
of a ship, machinery or plant in any assessment year under
section 33 [clause (vib) of sub-section (2) of section 10},
and subsequently at any time before the expiry of ten years
from the end of the previous year in which the ship was ac-
quired or the machinery or plant was installed— .

{1} the ship, machinery or plant is sold or otherwise
transferred by the assessee to any person other than
the Government. or

(ii) the assessee utilises the amount credited to the
reserve account under the said section read with
section 34 [section for conditions]—

(a} for distribution by way of dividends or profits; or

(b) for remittance outside India as profits or for the
creation of any asset outmde Inqla or

(e} for any other purpose|which not a purpose of
the business of the undprtaking
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the development rebate originally allowed shall be deemed
to have been wrongly allowed, and the Income-tax Officer
may, notwithstanding anything contained -in this Act, ......
......... recompute the total income of the assessee for the
relevant previous year and make the necessary amendment;
and the provisions of section 161 [s. 35(2) to (4)] shall, muta-
tis mutandis, apply thereto, the period of four years specified
i sub-section (7) of that section being reckoned from the
end of the previous year in which the transfer takes place
or the money is so utilised.

{New] (6) Where any such debt or part of debt as is referred
to in section 36(6)(i) (sub-clause (i) of clause () of section
relating to deductions from business] ig written off as irre-
coverable in the accounts of the assessee for a previous year,
and the Income-tax Officer is satisfied that such debt or
part thereof became a bad debt in an earlier previous year,
the Income-tox Officer may, notwithstanding anything con-
tained in this Act, allow such debt or part of debt as «
deduction for such earlier previous year, and recompute the
total income of the assessee for such earlier previous year
and make the necessary amendment; gnd the provisions of
section 161 [35(1) to (4)] shall, mutatis mutandis, apply
thereto, the period of four years specified in sub-section (7)
of that section being reckoned from the end of the previous
year in which the debt is actually written off as irrecover-

able,
Section 163. When any tax, penalty or interest is due in conseguence
Notice o8 of any order passed under or in pursuance of this Act, the
A" Income-tax Officer shall serve upon the assessee ....... a
[>- 29} notice of demand in the prescribed form specifying the
sum s0 payable.
Sectioa 164. When, in the course of the assessment of the total in-
intimation of come of any assessee, it is established that a loss ............
Joss, has taken place which the assessee is entitled to have carri-

Is. 24 (3)]  ed forward and set off under the provisions of section 73(2),
74(2) or 75(2) [24(2) (2B)], the Income-tax Officer shall
notify to the assessee by an order in writing the améunt of
the loss as computed by him for the purposes of section 73
(2), 74(2) or 75(2) [24(2), (2B)].

Section 165. Whenever g registered firm is assessed, or an unregister-

Intimation “; ed firm is assessed under the provisions of section 190(b)

B9 [23(5)(b)), the Income-tax Officer shall notify to the fum

’ 6 by an order in writing the amount of its total income ....... ..

B 23 (6)) assessed and the apportionment thereof between the several
pariners. .

Section 166. (1) The person responsible for paying any interest,
Information  not being “Interest on securities”, shall, on or before the
& rewms. fifteenth day of June in each year, furnish to the Income-
{s. 20A and {ar Officer having jurisdiction to assess him, a return, in .
Rules 424 & 4 prescribed form and verffied in the prescribed rhanner,

434] of the names and aetdresses of all persons to whom ‘during
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the previous financial year he has paid interest or aggregate
interest exceeding such amount, not being less than four
hundred rupees, as may be prescribed in this behalf, to-
gether with the amount paid to each such persen.

(2) The prescribed person in the case of every Gov-y, .5
ernment office, and the principal officer or the prescribed
person in the case of every local authorily, company or
other public body or association, and every private employer
shall prepare, and within thirty days from the 3lst day of
. March in each year, deliver or cause to be delivered to the
Income-tax Officer in the preseribed form and verified in
the prescribed manner, a return in writing showing-—

{a} the name and, so far as it is known, the address,
of every person who was receiving on the 3lst day
of March, or has received or to whom was due
during the year ending that date, from the Govern-
ment, the authority, company, body, association or
private employer, as the case may be, any income
chargeable under the head “Salaries” of such
amount as may be prescribed; .

{b} the amount of the income so received by or so du
to each such person, and the time or times at
which the same was paid or due, as the case may
be;

(¢) the amount deducted in respect of income-tax and
super-tax from the income of each such person.

(3) Where an employer deducts from the emocluments ¢, a1y
paid to an employee or pays on his behalf any contribu-
tions of that employee to an approved superannuation
fund, he shall include all such deductions or payments
in the return which he is required i{p furnish under sub-
section (2}, as provided by section 314 [38T].

(4) The principal officer of every Cornpany which is an s, 19A]
Indian company or a company which has made such effec-
tive arrangements as may be prescribed for the declara-
tion and payment of dividends in Indig shall, on or before
the 15th day of June in each yeér, furnish to the prescribed
officer a return in the prescribed form and verilied in the
prescribed manner of the names and of the addresses, as
entered in the register of shareholders maintained by the
company, of the shareholders t0 whom g dividend or aggre-
gate dividends exceeding such amount ag may be prescribed
in this behalf has or have been distributed during the pre-

ceding year and of the amount go distributed to each share-
holder,

The principal officer of every company shall, at the Sectien 167.
time of distribution of dividends, furnish to every person Certificate by
receiving a dividend a_certificate to the effect that the Suipay, 1©
company has paid or will pay income-iax or that no income- receiyi
tax is payable (as the case may be) on the profits which are dividgads.
being distributed and specifying such ether particulars asgs, e
may be prescribed. v '
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CHAPTER XV
LIABILITY IN SPECIAL CASES

A-~—Legal representatives.

{1} Where a person dies, his .................. legal repre-
sentative shall be liable to pay any tax, peénaity or other
sum which the decegsed would have been ligble to pay if
he had not died, in the like manner and to the same extent
as the deceased.

(2) For the purpose of making an assessment (#nclud-
ing an assessment under section 152 [section 34] ) of the in-
come of the deceased and for the purpose of levying any
tax, penalty or other sum in the hands of the legal repre-
sentative in accordance with the provisions of sub-gection
(1)—

(a) any proceeding taken aguinst the deceused before
his death shall be deemed 1o have been taken
against the legel representative and may be con-
tinued against the legal representative from the
stage at which it stood on the date of the ddath of
the deceased;

(b} any proceeding whith could have been taken
against the deceased if he had survived, may be
taken against the legal representative; and

(c) all the provisions of this Act shall apply accarding-
ly. :

(3) The legal representative of the deceased shall, for
the purposes of this Act, be deemed to be an assessee.

(4) The provisions of sub-section (3) of sectiog 170
[section relating to liability of represeniative assesseg, sub-
section (3)], section 171 [new section regarding right of
representative assessee to recover tax paid] sectiop 172,
inew section providing when representative assesgee is
personally liable} and sectiom 176 [new section relafing to
remedies against properties in case of representative as-
sessee] shall, so far as may Be and to the extent to which
they are not inconsistent with the provisions of th{: sec-
tion, apply in relation to a representutive assessee. .

(5) The liability of a legul representative under this
section shall, subject to the provisions of sub-sectidn (4), be
limited to the extent to which the estate is capable of meet-
ing the liability.

{6) In this Chapter, “legul represenigtive” inclufles an
executor or administ"ratn T,
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B—Representative assessees—General provisions,

{1) For the purposes of this Act, “representative asses- Section 16g.
see” means-- “Representa-
Live assessec,
(i) in respect of the income of a non-resident specified fs.42(:) main
in section 9(i) [Section 42(1), main para, earlier parm,laiter
part], the agent of the non-resident, including a per- halh, part]
son who is treated as such under section 173 [43];

(i) in respect of income of a minor, lunatic or idiot, the fs. 40 (1),
guardian or commitiee or manager or trustee who pan]
is entitled to receive or is in receipt of such income
on behalf of such minor, lunatic or idiot;

(iii) in respect of income ............ceeeinnnnnnn. which the [ 43 (1)
Court of Wards, the Administrator-General, the Jo0Pard
Official Trustee or any receiver or manager (in-F L
cluding any person. whatever his designation, who
in fact manages property on behalf of another)
appointed by or under any order of a court,. ..
.................. receives or is entitled to receive, on
behalf of any person, ..............., such Court of
Wards, Administrator-General, Official Trustee, re-
ceiver or manager ............ccovanes ;

Gv) in respect of income which a trustee or [s. 41 (1)
trustees appointed under a trugt declared by a mainpacm,
duly executed instrument in writing whether tes- part)
tamentary or otherwise (including any Wak{ deed
which is valid under the Mussalman Wakf Valid-
ing Act, 1913} receive or are entitled to receive on 6of 1913
behalf of any persom, ................ .. such trustee or
trustees..................

(2) Every representative aksessee shall be deemed to ENew*ﬁf- 1. 42
be an assessee for the purposes of this Act. |

(1) Every representative assessee, as regards the in- Section 170.
come in respect of which he is o representative assesseg, Liability of
shall be subject to the same duties, responsibilities and lio- :ﬁf’""’““‘
bilities as if the income were income received by or accru- ¢ Jaseszce.
ing to or in favour of him beneficially, and shall be liable E":ﬁﬁ;)m
t0 assessment in his own name in respect of that income; paral = part,
but any such assessment shall be deemid to be made upon s. 42{1), main
him in his representative capagity only, and the tax shall, para} latter
subject to the other provisions contaided in this Chapter, b part
be levied upon and recovered from him in like manner and
to the same amount as it would be leviable upon and re-
coverable from the person represented by him.

(2) Any tax payable in respect of eny such assessment [New)
shall be recoverable from the Tepresentative assessee, but
to the extent only of assets belonging to the person whoem
he represents which may be oW may e in his possession
or under his management, di al or pantrol:
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Provided that nothing in this sub-section snall affect
the provisions of section 172 ... ..
{newly added section laying down when representative as-
sessee personally liable.]

[ New] {3) Where any person is, in respect of any income, as-
sessable under this Chapter in the capacily of a represen~
tative assessee, he shall not, in respect of that income, be
assessed under any other provision .of this Act.

Section 171. (1) Every representative assessee who, as such, pays
Right of re= gny tax, shall be entitled to recover the amount so paud
presentative  from the person on whose behalf it is paid, or to relain
recover tax  Out of any moneys that may be in his possession or may
paid. come to him in his representative capacity, an awmount

[New] equal to the amount so puid.

[s-42 (1}, 2nd 2y ..... ... Any representative assessee, Or any
prov.] person who apprehends that he may be assessed as a repre-
sentative assessee, may retain out of any money payable by
him to the person on whose behalf he is liable to pay tax
(hereinafter in this section referred to as the (g:'incipal), a
sum equal to his estimated liability under this aptey, and
in the event of any disagreement between the principal
and such representative assessee or person as to the amount
to be so retained, such repregentative assessee Or person
may secure from the Income-tax Officer a certificate ting
the amount to be so retained pending final settlement of
the liability, and the cerfificate so obtained shall be his

warrant for retaining that amount.

{s. 42 (1), 3:d B o The amount recoverable from such

prov.} representative assessee or person at the time of final settle-
ment shall not exceed the amount specified in such certi-
ficate except to the extent to which such representative
assessee or person may at such time have in his handg addi-
tional assets of the principal.

Section 172. Every representative assessee shail be personally lieble
When repre- for any tax payable by him in his representative capacity,
assessceper- 1, while his liability for tax remains wundischarged, he
sonally liable Charges, disposes of or parts with any assets, which pre in
[New} his possession or come to him after the tax is peyable, when

from or out of such assets, the tax could legally have been

paid.

C—Representative assessee—special cases.

Section 173. . .
Who may be (1) For the purposes of this Act, “agent”, in relation to

;Egc?f:ded as 5 non-resident, includes any person in India—

[s. 43 main (a) who is employed by or on behalf of the non-resi-
para] dent. or

fb} who has any business connection with the non-
resident, or
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(c) through whom the non-resident is in receipt of any

income, ........................... or
{d) who is the trustee of the non-resident ...... .. .. D s g0 {2)]
Provided that a broker in India who ............ , in ress [s. g3, st
pect of any transactions, does not .................. deal directly prov.]
with or on behalf of a non-resident principal but deals with
or through a non-resident broker .......... ... .. shall not. be

deemed to be an agent under this section in respect of such
transactions, if the following conditions are fulfilled, name-
ly :—

{a) the transactions are carried on in the ordinary
course of business through the first-mentioned
broker; and '

{b} the non-resident broker is carrying on sifch tran~
sactions in the ordinary course of his business and
not as a principal,

Explanation.—A person, whether a resident or ¢ non- [+ 48, Expln}
resident, who acquires ..................... whether by sale, - :
exchange, ........................ transfer or relinquishment, a

capital asset in India from a non-resident shall, for the pur-

poses of charging to tax the capital gain arisi g from such

sale, exchange, .................. transfer or relinquishment, be

deemed to have a business connection, within the meaning !

of this section, with such non-resident. :

2y ............ No person shall be treated as the agent [s. 43, 2nd
of a non-resident ..................... unless he has had an oppor- Prov.]
tunity of being heard by the Income-tax Officer as to his
lLiability to be treated as such.

..................... Where any income. in respect of which Secton 4.
the persons mentioned in section 169¢1) (iti) and (iv), [S. Chajgeof tax
41(1) Part, as embodied in the clauses dealing with Court of whete  shace
Wards etc. and trustees in the mewly added section defining of, Jeogfcia
representative assessee] gre lidble as fepresentative asses- [5. 4k (1), 13t
sees, or any part thereof, is not specifically receivable on it ‘il
behalf of any one person, or where the individual shares of half; past}
the persons on whose behalf sudh income or such part there-
of is receivable (which persons are hereinafter in this sec-
tion referred to as the beneficlaries) are indeterminate or
unknown,— -

{a) i‘ncome-tax shall be charged—

) O as if such incorhe ............ or such [s. 41 (:'), st
part thereof were the tgtal income of an association il:;l“f?u atter
of persons, or ; ) part)

(i) if such income or such part thc‘reof is received by ls. 41 (1), 13t
a beneficiary, then at the rate or rates applicable Prov., earlier
to the beneficiary, _ gfdfi rmoxdi-

as the Income-tax Officer may direct; anq o
14—I Law Com /58. - o [
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{New] {b) super-tax shall be charged as if such income or
such part thereof were the total income of an asso-
ciation -of persons.

i

Section 175 Where part only of the income ........... s

P‘?:;“f ohere o1 a trust is chargeable under this Act, that proportion only

tncome is Of the income, ....................... receivable by a beneficiary

_chargeable. from the trust which the part so chargeable bears to the

[1:{-041 (r) 2nd whole income ...... e of the trust shall be deemed to
.

have been derived from that part.
D—Representative assessees—General.

Section 176. The Income-taxr Officer shall have the same remedies
fg“;?:;f“;r . against all property of any kind vested in or under the con-
perty in cases (7Ol OT management of any representative assessee &s he
of vepresenta- would have ageinst the property of any person liable to pay

tive assessees. gny tax, and in as full and ample @ manner.
[New]

Section 177. Nothing in the foregoing sections in this Chapter shall
2::::}2:5;;: prevent either the direct assessment of the person on whose
red behalf income............ therein referred to is receivable, or
fs.q1 (2) and the recovery from such person of the tax payable in rdspect
s.42(1), main of such income............ '
para, latter
half Jzar:, -
]

exiende E—Executors. ‘
Section 178, (1) Subject as hereinafter provided, the income of the
Executors  estate of a deceased person shall be chargeable to tax in the
{New) hands of the executor,—

(a) if there is only one executor, then as if the executor
were an individual, or

{b) if there are more than one executor, then as if the
executors were an asseciation of persons.

(2) ‘The assessment of an. dxecutor under this section
shall be made separately .from any assessment, that
may be made on him in respect of his own income. ;

. (3) Separate assessments shall be made under this sec-
tion on the total income of eagh completed previous yger or
part thereof as is included in the period from the dfite of
the death to the date of complete distribution to the Yenefi-
ciaries of the estate according to their several intergsts.

{4) In computing the total income of any previ year
under this section, any income vf the estate of that previous
year distributed to, or appliell to the benefit of, any bene-
ficiary of the estate during fhat previous year shpll be
excluded; but the income so excluded shall be includled in

the total income of the previeus year of such beneficlary.

Explanation—In this section, “executor” includes an
administrator or other person gdministering the estafe of a
.deceased person. _ -;
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The provisions of section 171 {New section authorising Section 17
a representative assessee to recover tax paid from the prin- exﬂﬁ: or f'of
cipal] shall, mutatis-mutandis, apply in the case of an exe- jecover tax
cutor in respect of tax paid or payuble by him as they paid.
apply in the case of a representative assessee, . {New)

F-—Succession to business, profession or vocation.

{1) Where a person carrying on any business, profes- Sectior: 180,
sion or vocation, (such persom hereingfter in this section Succession to
being referred to as the predecessor) has been succeeded otheraee
therein by another person (hereingfter in this section refer- whan on death
red to as the successor) who continues to carry on that busi-(s.  26(z),
ness, profession or vocation, the predecessor and the succes- Main para)
sor shall. subject to the provisions of sections 13(2), 13(3),

91(1) and 100 [section 25(4)] each be assessed in respect of
his actual share, if any, of the income............. ... of the
previous year, that is to say ,—

{a) the predecessor shall be assessed in respect of the
income of the previous year upto the date of succes-
sion, and

(b) the successor shall be assessed in respect of the in-
come of the previous year after the date of succes-
sion. :

(2) Notwithstanding anything contained in sub-section [s-  26(2),
(1), when the predecessor cannot be found, the assessment l‘:;l"ﬁ carlicr
of the income of the previous year in ‘Which the succession
took place upto the date of subcession, dnd for the previous
vear preceding that year shall be made :on the suceessor in
like manner and to the same amount ds'it would have been

made on the predecessor............ : :

3. When the tax in respdact of the income of (.| 26(2),
such business, profession or vacation, for the previous year latter
in which the succession took glace updo:the date of succes
sion or for the previous year pfeceding that year, assessed on
the predecessor, cannot be redovered from him, it shall be
payable by and recoverable from the¢ isuccessor, and the
successor shall be entitled to tecover ‘from the prededessor
the amount of any tax so p#id. !

!
]
i
!
!

cation.... ............... carried ontby a H¥hdu undivided family 2>
............... is succeeded to, and {stimultagdously with the suc-
cession or after the succession there has been g partition
of the joint family property betwedn the members or
groups of members, the tex dge in r
profession or vocation succeeded to o
cession shall be assessed and #ecover pro-
vided in section 181(4) and 18)(6) [se¢tion 25A(2), remain-
ing part, as embodied in sectign on
prejudice to the provisions of this secti

(4. .ooen. Where any....... ! .. busi yess, profession or vo- [s- }: '4‘53;?2
] L
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Clause 181

G—Partition.
i:‘;gos“m;f’- () A Hindu family hitherto assessed as undivi-
after partition 9€d............ shall be deemed, for the purposes of this Act,

of a Hindu 10 cOntinue to be a Hindu undivided family, except where

undivided  and in so far as a finding of partition has been given under

family. this section in respect of the Hindu family.

{s- 25A(3)}

(s 25A01), (2) Where, at the time of making an assessment undér

atier para section 147 or 148 [23], it is claimed by or on behalf of

cartier part} any member of a Hindu family........... assessed as undivid-
ed that a partition, whether total or partial, has taken place
among the members of such family, the Income-tax QOfficer

3. 25A01). shall make en inquiry thereinto............ after giving notice

prov.) of the inguiry to all the members of the family.

fa.  25A(r), (3) On the completion of the inquiry, the Income-taxr
I a‘;f‘]’a' Officer shall record a finding as to whether there has been
P a total or partial partition of the joint family erty, and,
if there has been such a partition, the date on which it has

taken place. )

[s. 25A(2), {4) Where a finding of total or partial partition has been
“‘“r'i’i pard recorded by the Income-tax Officer under this section and
pa the partition took place during the previous year,—

(@ ............ the total income received by or on behalf of
the joint family in respect of the period wupto the
date of partition shall be assessed as if no partition
had taken place; and

(. 25A(2) (b) each member or group of members shall, in addition
man  para, to any tax for which he or it may be separately

part) liable and notwithstanding anything contained in

section 11, clause (2) [section 14(1})], be jointlyi and

CRE) severally liable for............ the tax on the income so
ov.] assessed................ _

(Newj (5) Where a finding of total or partial partition | has

been recorded by the Income-tax Officer under this sedtion
and the partition took place after the expiry of the pregious
year, the tolal income of the previous year of the foint
family shall be assessed as if no partition had taken N
and the provisions of clause (b) of sub-section (4) I,
mutatis mutandis, apply to the gase.

[s.  25A(2), (6) For the purposes of clause (b) of sub-section (4),
mat P2 the severel liability of any member or group of members
part] thereunder shall be computed aecording to the portion of the

joint family property allotted to him or it at the pertition.

[New] () After a finding of total partition has been recorded
by the Income-tax Officer under this section in respegt of
any Hindu family, the Incometax Officer having juripdic-
tien to assess the Hi family shall, subject to the provi-
sions of section 135(7) {64(5)],— . .

L
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/ (@) of the Hindu fomily carried on any business, pro-
jession or vocation, be the Income-tax Officer of the
area in which its principel place of business, pro-
fession or vocation was situate immediately before
the partition, and

(b) in other cases, be the Income-tax Officer of the area
tn which the person who was the last manager of
the Hindu family was residing immediately before
the partition.

_ (8) The provisions of this section shall, mutatis mutan- [New]
dis and so far as may be, apply in relation to the levy and
collection of any penalty or other sum in respect of any

- period upto the date of the partition, whether total or par-

tial, of a Hindu family as they epply in relation to the levy
and collection of tax in respect of any such pericd.

Explanation—In this section,— [New]
(a) “partition” means—

(1) a physical division of the property, if the pro-
perty admits of such division, or,

{ii) where the property does not admit of physical
division, then such division as the property admits
of, ... and a mere severance of status shall
not be deemed to be g partition;

(b} “partial partition” means a partition which is par-
tial as regards the persons constituting the Hindu
undivided family, or the properties belonging to
the Hindu undivided family, or both.

H--Shipping busingss of nen-residents,

(1) The provisions of this section shall, notwithstanding Section 182.
anything contained in the other provisions of this Act, apply Sdippirg
for the purpose of the levy and recovery of tax in the case :::‘fr‘gﬁd m’:’:
cf a non-resident who carries on business in India in any fs,
financial year as the owner or charterer of a ship (such per- part
son hereinafter in this section being referred to as the prin-
cipal)............

,carhier

(2) Where a ship of the principal carries passengers, fs, B (2),
livestock, mail or goods shipped at a port in India, one-sixth laiter hatf]
of the amount paid or payable on acdount of such carriqge

to the principal or to any person on his behalf, whether that

amount is paid or payable in or out of India, shall be deemed

to be income accruing in India to the principal on account

of such carriage. .. ........

(3) Before the departure from any port in India of any (s. 44B(x))
such ship............... the master of the ship shall prepare and
furnish to the Income-tax Offiter a rett!.‘n of the full amount
paid or payable to the principal, or-ko any person on his ;
t 3



[s: . 44B(2).
carfier haif,
part)

{s. ~ 44B(3),
earlier part]

{s-  448(2),
eariier half,

part)

{s. 44B(3),
tatter par(}

[s 44C 1]

Fs. 44A,
atier part |

Section 183,

Recovery of
tax in respect
of non-resi-
dent from his
assets

[s.42(r), 18t
PProv i
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behalf, on account of the carriage of all passengers, live-
stock, mail or goods shipped .at that port since the last arri-
val of the ship thereat.

(4) On receipt of the return, the Income-tax Officer shall
assess the income referred to in sub-section (2)... .. ... and
determine the sum payable as tax thereon at the rate or
rates for the time being applicable to the total income of
a company which has not made the arrangements referred
to in section 203 [18(3DY, main para], and such sum shall be
payable by the master of the ship.........

(5) For the purpose of determining the tax .nayable
under sub-section (4), the Income-taxr Officer may call for
such accounts or documents as he may requive............

6). .......... A port clearance shall not be granted to the
ship until the Customs-Collector, or other officer duly autho-
rised to grant the same, is satisfled that the tax assessable
under this section has been duly paid.

(7} Nothing in this section shall be deemed to prevent
the principal from claiming in the financial year following
that in which any payment has been made on his behalf
under this section, that an assessment be made of his fotal
income of the previous year, and that the tax payable on
the basis thereof be determined in accordance with' the
other provisions of this Act, and if he so claims, any such
payment as aforesaid shall be treated as a payment in
advance of the tax levigble in the relevant assessment year,
and the difference between the sum so paid and the amount
of tax found payable hy him gn such assessment shall be
paid by him or refunded to him, as the case may be. .

(8) The provisions of this section shall not apply where
the Income-tax Officer is satisfied that there is an agent of
the principal from whom the tax will be recoverable in the
relevant assessment year under the other provisions of this
Act.

I—Recovery of tar in respect of non-residents.

Without prejudice to the provisions of section (1)
[section embodying the rule that a representaiive asse§see
is liable to pay the tax] or of section 176 [section newly gdd-
ed authorising the Income-tax Officer to proceed agajnst
assets with agent], where the person entitled to the incdme
............ referred to in section 9. clause (i) [42(1) main phra,
earlier part] is a non-resident. the tar chargeable thergon,
whether in his name or in the name of his agent whe is
lieble as a representative assessee, may be recovered, by
deduction under any of the provisions of sections 20 to
204 [18(2) to 18(3D)] and............ any arrears of tax may be
recovered also in accordance with the provisions of this
Act from any assets of the nowr-csident which are, or mhay
at any time come within, India. '~

!
'

-
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J—Persons leaving India.

(1) Notwithstanding anything comtained in section 3 Section 184.
[section 3], when it appears to the Income-tax Officer that 2;“”“““‘
T . A person
any individual may leave Indic during the current assess- jeaving India.
ment year, or shortly after its expiry, and that he has 10 ¢, ;1A
present intention of returning,............ the total income 0f main para'.
such individual for the period from the expiry of the pre- earlicr hail]
vious year for that assessment year, to the probable date
of his departure from Indig............ shall be chargeable to
tar in that assessment year.

(2y............ The total income of each completed previous [s. 244 (1),
year or part thereof included in such period............ R m.ainsl?]a ,
shall be chargeable to tax at the rate or rates in force in ’a“f" alf,
that assessment year, and separate assessments shall be par’]
made in respect of each such completed previous year or
puart thereof. '

(3) The Income-tax Officer may estimate the income of T 24A00),
such individual for such period or any part thereof, fomer bad
where it cannot be readily determined in the manner pro- pae

vided in this Act.

(4) For the purpose of making an assessment under sub- [s. 24A(2)}
section {1), the Income-tax Officer may serve a notice upon
such individual requiring him to furnmsh, within such time,
not being less than seven days, as may be specified in the
notice, a return in the same form and verified in the same
manner as a return under section 143{2) [sub-section (2) of
section 22], setting forth............ his total income for each
......... completed previous year comprised in the period re-
ferred to in sub-section (1) ard his estimated iotal income
for any part of a complete previous gear comprised in that
period ... ; and the provisions of this Act shall, so far
as may be, and subject to the provisions of this section,
apply as if the notice were a notice issued under section
143(2) [sub-seclion (2) of section 22}.

(5) Tax chargeable under. this section shall be in addi- [New}
tion to the tax, if any, chargedble under any other provision
of this Act. - _

(6) Where the provisions of sub-section (1) are appli- [New}
cable, any notice issued by the Income-tax Officer under |
section 143(2) [sub-section (2} of sectibn 22] or section 154
(1) {section 34(1), second para, portiog relating to the issue |
of a notios containing the requirement to be included on '
the lines of section 22(2)] in respect df any tax chargeable .
under gny other provision of this Act may, notwithstanding
anything contained in section 143(2) [section 22(2)] or sec-
tion 154(1) [section 34(1) second para, portion relating to
notice containing such requirements] as ‘the case may be.
require the furnishing of the returm by such indivudual
within such iod, not. being less thin seven days, as the
Income-taxr Officer may thinlproper.| -

1 .
i
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[New] (7) Every assessment under sub-section (1) shall be
completed within three months of the date on which the
notice under sub-section (4) is served, except where such
individual himself waives his right to have the assessment
so completed, or where the assessment is delayed owing to
gany conduct of such individual.

K—Discontinuance of business, or dissolution.

Section 185. (1) Notwithstanding anything contained in section 3,
Duscontinued, [section 3] where any business, profession or vocation which
}’;”;"ﬁ’; was not charged under the provisions of the Indian Income-
par] " tax Act, 1918, is discontinued in any assessment year, the

7 of 1918 total income of such business, profession or vocation of the
period from the expiry of the previous year for that assess-
ment year upto the date of such discontinuance may, at
the discretion of the Income-tax Officer, be charged to
tax in that assessment year.

f New] (2) The total income of each completed previous year
or part thereof included in such period shall be chargeable
to tax at the rate or rates in force in that agssessment year,
and separate assessments shall be made in respect of each
such completed previous year or part thereof.

[s. 25(2), (3) Any person discontinuing any such business, pro-
carlier part]  foscion or vocation shall give to the Income-tax Officer
notice of such discontinuance within fifteen days there-

of ... :
fa. 2501}, (4) Tax chargeable under this section shall be in addi-
part] tion to the tax, if any, chargeable under any other provision
of this Act.
Section 185, (1} Where any business, profession or vocation carried
Association  on by...........an association of persons has been discontinu.
dissolved or g or where..........., an association of persons is dissolved. —
d*’m‘}"“““" (a) the Income-tax Officer shall make an assessment of
l{;r?]‘* P the total income of the....... ... association of per-
sons as if no such discontinuance or dissolution had
taken place; and
{s- 34(3), (b) every person who was at the time of such discon-
part] tinuance or dissolution a............ member of the

association, and the legnl representative of any such
member who is deceased, shall in respect of the in-
come of the association be jointly and séverally
liable for the amount of tax........... payable, and
all the provisions of this Act, so far as may be,
shall apply to any such assessment. .. .......

{ New ] {2} Where such discontinuance or dissolution takes place
after any proceedings in respect of an assessment year e
commenced, the proceedings aa be continued against the
persons referred to in’ sub-s tﬁm (1) from the stege at

-



21%
Clauses 186-188

which the proceedings stood at the time of such disconti-
nuance or dissolution, ard ell the provisions of this Act
shall, so far as may be, apply aceordingly. :

(3) The provisions of sub-sections (1) and (2) shall, so (New]
far as may be and wmutatis mutandis, epply in relation to (s.44(z) part
any penalty or other sum, chargeable under any .provision 44(3) part]
of this Act, as they apply in relation to tax.

(4) Nothing in this section shall effect the provisions of {New)
section 170(2) [24B(1), portion limiting liability of legal re-
bresentative to extent of estate].

I
L—Special provisions for ceriain kinds of income.

Where the time taken by the author of a literary or Section 187.
artistic work in the making thereof is more than twelve R°Y".“§‘ or
........... months,. .........the amount received or receivable fP/FEY
by him during any previous year on atcount of any lump rafy OF artis
sum consideration for the assignment of grant of any of stic work.

his interests in the copyright of that work or of royalties

or copyright fees (whether receivable in lump sum or other- [s- 1244
wise), in respect of that work, shall, if he so claims, be
allocated for purposes of assessment as hereunder—
(i} where the time so taken is less than twenty-four
months, one-half of the amount of such lump sum,
royalties or fees as the income of the previous year
in which the whole amount is received or receiva-
ble, and the other half as the income of the next
succeeding previous year; and
(1) where the time so taken is twenty-four months, or
more, one-third of the amount of such lump sum,
royalties or fees as the income of the previous year
in which the whole amount is received or receiva-
ble, and one-third of the said amount as the income
of each of the two next succeeding previous years.
Explanation.—For the purpcses of this section, the ex-
pression ‘author’ includes a joint author, and the expression
‘lump sum’, in regard to royalties or copyright fees, inclu-
des an advance payment on account of such royalties or
copyright fees which is not returnable.
M—Liability of State Governments Scctibn 188,
. laterest on
= ' incomc-ta_‘s_
............ Income-tax payable on the interest..... ... on free seouritics
any security of the State Government - issued income-tax o/ & $tate

free shall be payable by the Stdte Goveriment at such rate (o oo™

as may be laid down by any C Em! Act.; prov
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CHAPTER XVI
SPECIAL PROVISIONS APPLICABLE TO FIRMS

A—Assessment,

i:ﬂi‘m 189, (1) Notwithstanding anything contained in sections 147

of ::;’:;::‘:d and 148 [section 23(1) to (4){, ............ and subject to the pro-

Srrms. visions of sub-section (37{, in the case of a registered firm,

[s.23(s) after assessing the total income of the firm,—

o,

liﬁ?an]ng (1) the income-tax payable by the firm itself shall be

[s. 23(5) (a), determined ; and

main para | (il) the share of each partner in the income of the
firm.. ... shall be included in his total income
and assessed to tax accordingly.

[s. 23(5)_(ag‘, 2)............ If such share of any partner is a less it shall

13t Froviso}]  he set off against his other income or carried forward and
set off in accordance with the provisions of sections 72 -to 80
{24(1) and (2)].

[s. 23(5)(a), (] I When any of the pariners of a registered

and froviso]  firm i5 @ non-resident, the texr on his share in the in-
come............ of the firm shall be assessed on the firm at
the rate or rates which would be applicable if it were
assessed on him perscnally, and the ter so assessed shall
be paid by the firm. -

Section rgo. In the case of an unregistered firm, the Income-tax Offi~

Assessment of C€I—
unregistered

firms. (a) may............ determine the tax payable by the firm

[n23(5)(5)] itself on the basis of the total income of the firm;
or

(b} v if, in his opinion, the aggregate amopnt of

the tax............ payable by the partners if the firm

were treated as a registered firm would ater

than the aggregate amount of the tar which would
be payable by the firm under clause {(a} add the
tax which would be payable by the partnery indi-
vidually, may proceed to make the assessment;under
section 189(1)(if} [23(5)(a)(ii)] as if the firm ere a
registered firm, and where the procedure speécified
in this clause is applied to any unregistered firm,
the provisiong of section 189(2) and 189(3) [1§t and
2nd provisos to sectign 23{5)(a)] shall apply jthere-
to as they apply in the case of a registered firm.

Section 1g1. B—Registration.

Application (1) An application for registration of a firm for the pur-
for registra- poses of this Act may be made to the Income-tax cer
tion. on behalf of any firm if—

£s.26 A (13] (i) -the pertnership is evidenced by an instrun:‘ent,..‘

and :
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Clause 191

(ii) the individual shares of the partners are specified
in that instrument, or can be ascertained from that
instrument with or without the aid of the instru-
ments of partnership of any other connected firms.

(2) Such application may, subject to the provisions of (New]
this section, be made either during the existence of the
firm or after its dissolution. : :

(3) The application shall be made to the Mcome-tax [* fGA f’:;)&
Officer having jurisdiction to assess the firm, and shall be b5y puicTy,

signed— second para,
(a) by all the partners (not being minors) personally, part)
or
{b) in the case of a dissolved firm, by all persons (not
being minors) who were pariners in the firm im-
mediately before its dissolution and by the legal
representative of any such pertner who is deceas-
ed. :
(4) The application shall be made before the end of B, o0 b
the previous year for the assessment year in respect of with Rule 1,
which registration is sought: : Second para,

T part)
Provided that the Income-tax Officer may entertain an
application made after the end of the previous year, if he
is satisfied that the firm was prevented by sufficient cause
from making the application before the end of the previous

year. _ ‘

(5) The applicution shall be accompanied by the origi- E;rf,&:ea%‘)
nal instrument evidencing the partnerskip, together with with Rules)
a copy thereof: '

Provided that if the Income-tax Offider is satisfied that
for sufficient reason the original instrwment cannot con-
veniently be produced, he may accept a topy of it certified
in writing by all the partners (not being minors), or, where
the application is made after the dissolution of the firm,
by all the persons referred to in clause (b) of sub-section
(3), to be a correct copy, or a certified a of the instru-
ment; and in such cases the application shall be gecompa-
nied by a duplicate copy of the origingl instrument:

Provided further that where the individual shares of
the partners are not specified in the instyument of partner-
ship, the provisions of this sectign shail ppply also in rele-
tion to the instruments of partneérship referred to in clause
(ii) of sub-section (1} as they apply in relgtion to the instru-
n:th evidencing the partnership of the firm to be register-
ed.

(6) The application shall be made in the prescribed fs 26A (2),
form and shall give the following particulars— part, “ﬁ:‘:”
(i) the names and addresses of the pgriners of the firm g:hr:l i
d}::,aring the previous year, togdther with their el

shares : ‘ 1o

[
g

+
: i
i L



[New)
{Sec. Rule 6]

[New]

Section 192,
Yrocedure on
receipt of
application.
{s. 26A {2},
part, read
with Rule 4]

{See Rule |
()]

{See Rule 2
()}

[New]
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Clauses 191-192
(i) the dates of their admission to the partnership;

{iii} the interest om capital or loans payable to the
partners,

{iv) the salary or commission or any other amount
payable to the partners; and

\v) the manner in which the profits of the firm were
divided for the latest previous year for which
such division has been made and the mode of
distribution, that is to say, whether the distribu-
tion was made by crediting the accounts of the
pariners or in any other manner, or if the profits
have not been divided the reason for not dividing
the profits.

{7) Where registration is granted to any firm for any
assessment year, it shall have effect for every subsequent
assessment year, provided there is no change in the consti-
tution of the firm or the sheres of the partrers as eviden-
ced by the instrument of partnership on the basis of which
the registration was grianted, and provided the firm furni-
shes, along with its return of income for the assessment
year concerned, a declaration to that effect, in the prescrib-
ed form ard verified in the prescribed manner.

(8) Where any such change has taken place in the pre-
vious year, the firm shall apply for fresh registration for
the assessment year concerned in accordance with the pro-
visions of this section.

- {1) On receipt of anxapplication for registration of a
firm, the Income-tax Officer shall inguire into the genuine-
ness of the firm and its constitution as specified in'the in-
strument of partnership (as reed with the instruments of
partnership referred to in clause {ii) of sub-section (1) of
section 191, where the case go requires), and—

(a) if he is satisfied that there is or was during the pre-
vious year in existence ¢ genuine firm with the
constitution so specified, he shall pass an drder in
writing registering the firm for the asselsment .
year;

(b) if he is not so satisfied, he shall pass an grder in
writing refusing to register the firm. '

(2} The Income-taxr Office? shall not reject a'or, appli-
cation for registration merely on the ground that 'the ap-
plication is not in order, but shall intimate the defect to
the firm and give it an opportunity to rectify the defect
in the application within a period of one month from the
date of such intimnation.

{3) If the defeat is not rectified within such time, the
Income-tax Officer may rejert the application.
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(4) The Income-tax Officer shall finish the inquiry un- [New}
der this section before the expiry of a period of one year
from the date of filing of the application, or before making
an assessment on the firm for the assessment year, which-
ever is earlier.

(8) Where a firm is registered for any assessment year, [New}

the Income-tax Officer shall record a certificate on the in- [Sce Rule 4
strutent of partnership or on the certified copy submitted (1) pacq
in liew of the original instrument, as the case may be, to

the effect that the firm has been registered under this Act,

for that assessment year; and where a declaration under
section 191(7) [relevant sub-section of section for applica-

tion for registration, to the effect that in the case of subs-
equent assessment year only e declaration need be sent}

is furnished by the firm for any subsequent assessment

year, he shall also endorse a note of such declaration hav-

tng been furnished on the said instrumext or certified copy.

(6) Notwithstanding anythirg contained in’ this sec-[s. a3 (a),
tion, where, in respect-of any assessment year, there i3, on main E: 3
the part of a firm, any such failure as is mentioned in sec- atter balf,
tion 148 [S. 23(4), main para, earlier half, embodied in sec- P
tion re: best judgment assessment], the Income-tax Officer
may refuse to register the firm for the assessment year.

(1} If, where a firm has been registered, or its regis- Sectian 193.
tration has effect under section 191 (7) [newly added sub- Cancsllation
section in section re: application for registration, to the of Regism-
effect that registration has effect for subsequent year), for on-
any assessment year, the Income-tax Officer is of opinion N
that there was during the previous yedr no genuine firm [Sec Rulc6B]
in existence as registered and that the registration was ob- :
tained or continued by misrepresentation, he may, with
the previous sanction of the Indpecting Assistant Commis-
sioner and after giving the firm a reasonable opportunity
of being heard, cancel the registration af the firm for that
assessment year.

(2) I, where a firm has bden registered or its regis- [s. 23:(s),
tration has effect under section 191(7) [newly added sub- main pars,
section in section re: application for registration, provid- 1‘*::]’ patt,
ing that registration once gramted has effect for future P!
years}, for any assessment year,there is, on the part of the
firm, any such failure in respect of the assessment year as
s mentioned in section 148 [seotion 23(8), main para, ear-
lier half, ie, section for best judgment assessment], the
Income-tax Officer may cancel the regigtration of the firm Is. 25:(¢)
for the assessment year, after giving the firm not less than pm?,of '
fourteen days’ notice intimating his intention to cancel its
registration and after giving it a reaseriable opportunity
of being heard. ' i
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[New] (3) Where the registration of a firm is cancelled for
any assessment year, the Income-tax Officer shall amend
the assessments of the firm and its partners for that assess-
gaent year on the footing that the firm is an unregistered

rm.

[New]) (4) The proviwsions of section 161 [35 (1) to (4)] shall,
mutalis mutandis, apply to the amendments of the assess-
ments of the firm and its partners under sub-sectlon (3).
the period of four years speécified in section 161 (7) [S. 35
{1)) being reckoned from the date of the order cancelling
the registration.

{New} (5) No order cancelling the registration of a firm for
any assessment year shall be made after the expiry of
eight years from the end of that assessment year.

C—Changes in constitution, succession and dissolution.

Section 1g4. (1) Where, at the time of making an assessment under
Change in section 147 or 148 [23] it is found that a change has oceur-
constitution  red in the constitution of a firm, ... the assessmerit shall
ofafim. o made on the firm as constituted at the time of making

iS. 46 (1))  the assessment:

Provided that the income . ... of the previous year
shall, for the purposes of inclusion in the total incomes of
the partners, be apportioned between the partners who, in
such previous vear, were entitled to receive the same:

Provided further that when the tax assessed "pon a
partner cannot be recovered from him, it shall reco-
vered from the firm as constituted at the {ime of rhaking

the assessment.

INew] (2) For the purposes of this section, there is a ¢hange
in the constitution of the fism— ';
(a) if one or more of thé partners cease to be ners

or one or mare new pariners are admitted, ig such
cireumstances that one or more.of the pers who
were partners of the firm before the changg con-
tinue as partner or partners after the change, or

(b) where qll the partners continue with a change in
their respective shares or in the shares of same of
them, '

Section 1 Where a firm carrying on o business, profession pr vo-
s.,cmiogf"of cation is succeeded by another firm, and the case is npt one
one firm by covered by section 184 [26 (1), relating to changes In the
. another firm, constitution of the flrm], separate ussessments shgll be
{New) made on the predecessor firtn and the successor {i m in
accordance with the provisions of section 180 {26(2)],



211

Clauses 196-197

(1) Where any business, profession or vocation carried Section 196.
on by a firm ... has been distontinued, or where a firm :‘ér:'n bdmo‘;sml\r-
. . T Ccis
......... is dissolved,— discontinued.
(a) the Income-tax Officer shall make an assessment ][;\,‘314(”’
of the total income of the ...... firm as if no such
discontinuance or dissolution had taken place ; and

(b} every person who was at the time of such discon-[s. 44 (3}
tinuance or dissclution a partner of the firm, and part
the legul representative of any such pariner who :
is deceased, shall, in respect of the income of the
firm, ... be jointly and severally liable for- the
amount of tax ....... . payable, and all the provi-
sions of this Act, so far as may be, shall apply to
any such assessment ...............

(2) Where such discontinuagnce or dissolution tekes [New,
place after any proceedings in respect of an assessment
year have commenced, the proceedings may be continued
against the persons referred to in sub-gection (1) from the
stage at which the proceedingg stood et the time of such
discontinuance or dissolution, and all {Re provisions of this
Act shall, so far as may be, apply accardangly.

i .

(3) The provisions of subesectiong (1) and (2) shall, i= ﬂ(ﬂ).put
mutatis mutandis and so far ag may be, apply in relation ¥4 (s) part)
to any penalty or other sum dhargeable under any provi-
sion of this Act, as they apply in relatign to tax.

(4) Nothing in this section shall dffect the provisions {New)
of section 170 (2) (24B (1), portion limiting liability of
legal representative to extent of estate.]: - _

D—Other provisions. o

(1) Besides the provisions; containgd in this Chapter, Secthon 197.
the following are the provisions of thig Act specially rele- Lishl other
vant in respect of firms— : i

_ [Ney)
Section 6, clause {2}., (4A (b} relating 10 residemceof firms.? ) i
Section 28 (i) .. 10{5A) part] relating tp ‘charge of compensation '
E::c. for man#mg agendy. :
“Section 40 (b) .. {10 (4) ()] rplating to igagmissibility of interest, |
. salary, com:.m;on 4 ﬁﬂneutim paid to a !
partner. : P )
- P Do . . - '
Sectiona 76 & 77.. {24 (1) 2nd prbwiso part,i 24 (2} proviso (c) and (d) [a4 {2) provie
part] relat to loss §fia registered firm or an
unregisiered treated as rogistered. I
Section 78 . f24 {1) 2nd proviso, part and 24 (2) proviso (¢}

part] refating 1o loss of an unsegistered firm.

1, Underlining of sections in the list hasjnot been Tuje, for facility of reading.
L i : -
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Section 79 (1) . 24 (2) Prov. ()] relating to set off of losses in
cases of change of constitution in 2 firm.

Section 123 . {10 (5A) part] relating to compatation of tax on
compensation etc.

Section 138 clause(1) [ain(z)] relating to information and returs by a

Section 165 .. [23 (6)] relating to intimation of shares,

Section 280 {2) & 280 (4) [28 (1) Proviso {d) and 28 (2)']) relating to computa-
tion of peanlty in the case of firms and penalty for
Wrong ipportionment of shares.

Section 320 (2) {a) .. _ !63] relating to service of notices in the case of
Section g21 {2} .. [Newly added section in Misc, Chapter re!ttmg to

service of notices in the case of dissojved firmns b

(2) The list of provisions given in sub-section (1) is
for convenience of reference only.

CHAPTER XVII
SPECIAL PROVISIONS APPLICABLE TQ COMPANIES

Section 198, (1) The following provisions of thzs Act are spécially

List of provi-
sions applica- relevant in respect of companies, namely,? —

bleto comp- Section 6clause (3) [qA(c}} relating © residence of a company;

aucs.

[New] Section 20 [8 Expln,} relating to deductions in the case of a bank.l
company under the head ‘‘Inierest on securities’’

v

Section 28 (i) [to (5A)) relating to compensation £tc., to a managing agent;

i
Section 47 (iii) EIQB (1) relating to teansfe of capital assets to a sbbud:t-
2n prov.i 1y company ;

Section 8s( 150 ( relating to non-applicability of section 85 L
3G} DGO profits andigains to which section 113 [agAf

Section o8 [56A} rclanng to exempuon from tax of divi
certain Indian companies;

Section tog (2} [15B (1) selating to mop-applicability of section 109 [15B] foe
1st prov]. super-tax in relation to companies;

Sections 113 to 120 [{23A] relating to additional super-tax;

Section 123 (1) [w( 5A} , relating to camputation of tax whese total income
art]  includes compensation cic.;

Section 126 [r7 (N1 :elatmg to coxnputation of tax where total r:nnome
includes capital gains;

Section 139 [39] relating to powers of the Income-tax Officer etc. to
examine registers;

* 1, Provisions applicable only to partnem have not been included.
2,7 he list of sections has act been undedined, for facility of reading.
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-Scction 166 ()  [19A] aelating to information and return regarding divie
- ends; )
Section 167 [z0} relating to certificates in respect of tax on divide-
nds; ’ ' '

Section 203 {18 {(3D)] relating 10 deduction’of super-tax from dividends;

Scttion 254 (2)  [3¢ (1) relating to appeals against an order under section
prov.) 113 [23A);

Section 520 (2)(b} [63]  rclating 10 semvice of notlces.

(2) The list of provisions given in sub-section (1) iz
for convenience of reference only. :

CHAPTER XVIIl |
COLLECTION AND RECOVERY OF TAX.
A—CGeneral,

(1} Notwithstanding that the regular assessment in ress o 199,
pect of any income is to be made in a later assessment year, ction at
the tax on such income shail -be payable by deduction af s and
source or by advance payment, gs tgle ga_g may be, in aceor- St PO
dance with the provisions of thig Chapter. (New]’

(2) Nothing in this section shall judice the charge ]
ogltax on such income under #he pr ons of section 3(1}

is not made under this Chapter for deducting income-tax at pay-
the time of payment, and in any case where income-tax has
not been deducted in accordange with fhe provisions of this
Chapter, income-tax shall be payable I:L-thg assessee direct,

(2) Save as provided in this Chaptér; super-tax shall be [s. §8 (2)]
payable by the assessee direct. . :

(1} In the case of income in res i of which provision &%:n 200,
me. -
[s. 191

B—Deduction at son.i;'cé.

(1) Any person responsiblg for ppying any income Secgon 201.
chargeable under the head “Sglaries” ‘#hall, at the time of Salgy.
payment, deduct income-tax ahd supef-fax on the amount It. 118 {2Ji
payable at a rate representingithe ﬁp pare
tax and qverage rate of super-fax, resp 3""

the financial year in which
the estimated............ income of] the as3i
for that financial year.

{2) Any person responsible for gyi_ng any income (s, ;18 (2B),

chargeable under the head ‘%alan ies!” to a non-resident maig pars}

shall, at the time of payment, deduct....i...... tax on the esti- !

mated income of the assessee i d for the fingn~

cial year in accordance with rsions of gectien 124

[ on l?(lu. ) KT BN M . ‘
13—1 Law Com.[s8,

rate of income-
vely, in force for

t is made, on
e under this head
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fs. 18 (23, (3} ooe.... The person responsible for making the pay-

proviso] ment referred to in sub-section (1) or (2) may, at the Gime of
making any deduction, increase or reduce the amount to be
deducted under this section for the purpose of adjusting any
excess or deficiency arising out of any previous detluction
or failure to deduct during the financial year.

[New) (4) The trustees of a recognised provident fund, or uny
person authorised by the regulations of the fund to make
payment of accumulated balences due 10 employees, shall
in cases where section 297(1) [B8G (3)] applies, at the time
an accumulated balance due to an employee iz paid, make
therefrom the deduction provided for in section 298 [58H].

[New] (9) Where any amount standing to the credit of an em-
ployee in an approved superennuation fund is paid to the
employee, income-tax on the amount so paid shall be deduct-
ed by the trustees of the fund to the extent provided in
section 313 [58S (2)].

[s 18 (2A), {6) For the purposes of deduction of tax on salary pay-
latter part]  gble in foreign currency, the value in rupees of such jalary
shall be calculated at the prescribed rate of exchangra.

Section 202, The person responsible for paying any income cjarge-
Interest on  aphle under the head “Interest on securities” shall............ .
B 18 (3 at the time of payment,—

main pera) _

(2) unless otherwise preseribed in the case of any;secu-
rity of the Central Government,............ dedupt in-
come-iax on the amoynt of the interest payable at
the maximum rate : and

{s. 18 (3A), (b} also deduct super-tar on such amount, when paid
main para] to a non-resident-— . :

{i) in the case of a company, at the rate applirable
to a company which has not made the nge-
ments for deduction of super-tar refe to
in section 203 [18(3D)); :

(ii} in the case of any other persom, in accorgance

Eag)t]h the provisions of section 124{1)(b) E7T(1)

Section 203 The principal officer of ap Indian company or a com-
Dividends.  pany which has made such effective arrangements as, may

&Jg‘aﬁ)’ be prescribed for the deduction of super-tax from dividends
" shall, at the time of gaying apy ‘dividend to a sharehplder
whom the principal 'no reason to believe o be
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« resident, deduct super-tax on the amonnt of such dividend
as increased in accordance with the grovisions of section
39 [Section 16(2) main para, latter part], at the following
rates :—

(i) if the shareholder is a company, at the rate appli-
cable to a company which has not made the
arrangements for deduction of super-tar from
dividends referred to above;

{ii} if the shareholder is a persom other than a com-
pany, in accordance with the provisions of seciion
124(1} (b) [Section 17(1} (b)‘]).

(1) Any person responsible for paying to a non-resi- Section 204,
dent......... any........... sum chargeable under the provi- g;*;:!‘omm;a
sions of this Act, (not being income chargeable under the (ipy main
head “Salaries” or “Interest on securities’. and not being para}

a dividend) shall, at the time of payment, unless he is him-
self liable to pay any income-tex and super-tax thereon as
an agent, deduct on such sum—

{a) income-tax at the maximum rate, and

(b) super-tax—

(i) in the case of a company, at the rate applicable
to a company whick has not made the arrange-
ments jor the deduction of super-tax referred to
in section 203 [18(3D)];

(i) in the case of uny other person, in accordance
with the provisions of section 124(1) (b) [17(1)

()1

Provided............ that nothing in this sub-section shall 5&. 18 (3B),
apply to any payment made in the course of transactions ¢ndprov.]
in respect of which a person responsible for the payment
is deemed under section 173(1), Proviso [section 43,

First Proviso}l not to be an agent of the payee.

{2) Where the person respansible for paying any such [s. 19 (3C)]
SUM............ {other than interest) to a nomsresident considers -
that the whole of such sum would not be Income chargeable
in the case of the recipient, he may make an appiication
1o the Income-tax Officer to determine, by general or spe-
cial order, the appropriate proportion -of such sum so
chargeable, and upon such determination tax shall be dedue-
ted under sub-section (1) only on that proportion of the
sum which is so chargeable.

(1) Where. in the case of any incgme in respect of Sectign 205
which income-tax or super-tax is requirad to be deducted Certiboate
at the time of payment at o particular rate under the pro- ©r deduction
visions of sections 201 to 204 [Section 18(2B) main para, . - ;8 ;°'
Section 18(3) main para, Sec. J8(3A) main para, Section 5% éu%
18(3B) main a or Section 1H3D) para], the In- fﬂg  prov-
come-tax - is satisfied thipt the fpthl income or theis, (A))
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me received.
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total world income of the recipient justifies the deduction
of income-tax or super-tar at any lower rate or no deduction
of income-tax or super-tax, the Imcome-tax Officer shall, on
an application made by the assessee in this behalf, give a
certificate in writing to that effect.

2 ... Where any such certificate is given, the
person responsibie for paying the income shall, until such
certificate is cancelled by the Income-tax Officer, deduct
income-tax and super-tax ai the rates specified in such cer-
tificate............ or deduct no tax, as the case may be.

All sums deducted in accordance with the provisions of
sections 201 to 204 [18(2) to 18(3D)] shall, for the pyrpose
of computing the income of an assessee, be deemed 1o be
income received.

Any deduction made.......... +in accordance with the
provisions of sections 201 to 204 [18(2) to 18(3D)]...........
shall be treated as a payment of income-{ax or super-tgx, as
the case may be, on behalf of the person from whose income
the deduction was made, or of the owner of the security or
of the shareholder as the case may be, and credit sh#li be
given to him for the amount g0 deducted (exclusive af any
portion of such tax for which he obtains, in gccorflance
with the provisions of this Act, g refund,) on the prodgetion
of the certificate furnished under section 211 [sub-.section
(9) of section 18] ............... , in the assessment, if any, pnade
ffr the tmmediately foliowing assessment year undef this

ct:

Provided............ that where such person or owner or
share-holder is a person whase income is included under
the provisions of section 63 or 64 (clause {c) of sub-section
(1) of section 16], section 67 ([sub-section (3) of section
16}, section 96 [44D] or. section 97{44E] in the | total
income of another petson, the payment shall be deenjed to
have been made on behalf of, and the credit shall be lgtven

to, such other person............ .

Provided further that where any security or shire in
a company is owned jointly by two or mpre persons not
constituting a partnership, it in respect of the fax
deducted............ may be given to each such person the
same proportion in which the interest on such securjty or
dividend on such share has bean included in his total income.

Any person deducting any sum in accordance wifh the
provisions of sections 201 to [18(2) to 18(3D)] sha{l pay
within the preseribed time, the sum so deducted the
credit of the Central ‘Government or as the Central Board
of Revenue directs. :

(1) If any such person does not deduct or after déduct-
ing fails to pay the as i i
to 204 T18 (2) to 18](3D)]
in section 203 [Sectign 18(
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Clauses 209-212

the company of which he is the principal officer shall, [s 18 O)}
without prejudice to any other consequences which he or

it may incur, be deemed to be an assessee in default in res-

pect of the tax:

Provided that no interest shall be charged under sec-
tion 230 [Section 46 (1)] from such person, principal officer
or company unless the Incomie-tax officer is satisfied that
such person or principal officer, as the case may be, has
wilfully failed to deduct and pay the tax.

(2} Where the tax has not been paid as aforesaid after (New]
it is deducted, it shall be a first charge upon all the assets
of the person, or the company, as the ¢ase may be, referred
to tn sub-section (1).

The power to levy by deduction under sections 201 to Segtion. 210.
204 [section 18 (2) to (3D)]. shall be without prejudice to S %%
any other mode of recovery. de iof recove-
g— 18 (8]

Every person deducting incomestax or super-tax in Seer.on 211
accordance with the provisions of sections 201 to 204 [Sub- g‘;[‘:;iffégl’:’;
sections (2), (2B), (3), (3B), (3C), or (3D), of section 18] 5 18 ()]
shall, at the time of payment of the sum from which tax = -
has been deducted, furnish to the person to whom such
payment is made, a certificate to the éffect that income-tax
or 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.

For the purposes of sectians 201 to 211 [All seclions in- Seption 212.
corporating any part of section 18] and section 166(1) Peyson respo-
[20A] the expression “person respansible for paying” ”i’l--blﬂ for pa-

means— S 18 Expl.)

(i) in the case of payments of imcome chargeable un-
der the head “Salaries” other than payments by
the Central Government or the Government of a
State, the employer himself pr if the employer is
a company, the company its¢lf including the prin-
cipal officer thereof; :

(ii) in the case of paymants of ihgome chargeable un-
der the head “Interest on-gecurities” other than
"payments made by br on Hehalf of the Central
Government or the Government of a State, the
local authority or company including the princi-
" pal officer thereof ; .

{iil) in the case of payments of any other sum char-
geable under the prdvisions of this Act, not being
income chargeable under fhe head “Interest on
securities”, the paygr him or -if the er is
a company, the c:g y itsalf including the prin-,
cipal officer thereof.]

!
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Dlauses 213-217
%"‘“"“ 213. Where tax is deductible at the source under see-
ar agamst yinns 201 to 204 [section 18(2), 18(2A), 18(3), 18(3A), 13(3B),

o e 18(3C) or 18(3D)}, the assessee shail not be called -upon

see to pay the tax himself unless he has received the income
[S. 7 (1), 2rd without such deduction.

provis—cx-

tended} . . . .
Section 214, The provisions of section 207 [section re: credit for

g?\'ing regar- {ax deducted at source-——i.e., parts of s. 18(5)] are without
S L tiave Prejudice to those of section 246 [section re: tax deemed
been paid on £0 have been paid on dividends—existing s. 18(5), part and
dividends. 5. 49B]. . .
[New]

C—Advance payment of tax.

Seet'on 2135, (1) Tax shell be payable in advance in accordence
Advance 1ax yyith the provistons of sections 216 to 228 [All other sec-
i.':ﬁ-;?f?é“:d. tions embodying any part of section 18A] in the case of
va,fc'c ax. income in respect of which provision is not made under
[5. 18A (3)(a) SECtiONS 201 to 204 [sections embodying section 18(2), 18
main para ea- (2A), 18(2B). 18(3), 18(3A), 18(3B) and 18(3C)] for deduc-
rhier half pa- tion of income-tax at the time of payment and whikh is

, read with « : A
Q_,aA(Q)l not chargeable under the head “Capital geins”.

{New) (2} Such income is heteinafter. in this Chapter vefer-
red to as “income subject to advance tax”, and suchH tax
is hereinafter in this Chapter referred to as “advance tax”.

[New] (3) The provisions of this section shall, in relatidn to
any dividend which is to be increased under the mrovi-
sions of section 59 [section 16(2), main para, part regard-
ing increase of dividends], apply only for the purposes of
super-tax., L

Advance tax shall be payable in the financial year—
Section 216,

Condition of (a) where the total income of the assessee referred to
liability to in section 217 {(a) (i) {1BA (1) (a}, main para, ear-
pay advance lier half, part. as embodied in the draft sebtion
E:" 18A (1) relating to “computation of advance tax”] .i......
(a)main para exceeded the maximum amount not chargeabde to
earlier half, income-taxr in his case by two thousand five hun-
part] dred rupees, or -

(b} where it is able bg virtue of the provisions of
section 220(3) [s. 18A.(3)]

S(’:mi"“ 27 Subject to the provisions of section 215(3), [sub-clause

o s newly added re: advance tax on dividends) the amount of

tax. advance tax payable by an assessee in the financial .year

{New.] shall be computed as follows: — —

fs. 18(1) (3), (8 (i) ... his totgl incom of the latest previous jyear
cattier ' haif in respect of which Me'has been assessed eru

part.] first be ascertgined: !° !
!
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Clauses 217-218

(ii) so much of such total income a5 consists of income

which was or could kave bean subject to advance
t::i:c in that previous fjear shall next be ascertain-
ed;

(iii) income-tax and super-tax shall then be caleulated ?, 18A (1)
on the last mentioned income at the average rate (a) main
of income-tax and the averaye rate of super-tqs Para, later
respectively applicable in the financial year to the » part.]
total income determined for the said previous year;

(iv} the sum total of income-tax and super-tax so calcu-
lated shall, subject to the prawisions of clauses (b)
and {c), be the advance taxr payable;

(b) ...... in cases where under the provisions of section l(’s- 18A(1}

124(2), or 124 (3) [section 17(1) 1st Proviso], the tax (&) [nain
. payable by the assessee is to be determined with re- P2, MV

ference to his total world income, the advance tax
payable by him shall bear ta the total amount of
income-tax and super-tax which would have been :
payable on his total world income of the said pre-
vious year had it been his total income the same
proportion as the amount of the tncome subject to
advance tax which is included therein bears to his
total world income;

(c) in cases where an estimate is sent by the assessee (Néw.]
under section 220(1) or 220(2) [18A(2}] or section
220(3) [18A(3)], the total imcome so estimated =
shall, for the purposes of calaulation of tax under
this section. be substituted for the total income re-
ferred to in clauses (a} and (b), and the income
subject to advance taxr so estémated shall be subs-
tituted for the income to be uscerigined wunder
item (ii) of clause (a).

Explanation.—. ... If the assessee is a partner of afs.. 18A(1)
registered firm and an assessment of the firm has been and Prov.)
completed for a previous year later than the latest previous -
year for which the assessee’s...... assesgrnent has been com-
pleted, his share in the income of the firm shall, for the .
purposes of clauses {a) and (b), be #cluded in his total
income on the basis of the seig assessment of the firm, :

(1) Where a person has been prewiously assessed un- Sedion 218
der this Act or under the Indian Incotme-taxr Act, 1922, the 11  of igo2.
Income-tax Officer may, on or after the ist day of April Orfler by
in the financial year, by order in writing require him to Incpme-tax
pay......to the credit of the Central Qovernment, edvance r
tax determined in accordance with tRe provisions of sec- g.‘;sA{:) (@)
tions 215, 216 and 217 [s. 18A(1) (a) as embodied in other mage, Tralf
sections]. : part.]

(2) The notice of demand is _under section 163 {E’}'E 18A(1)
28] in pursuance of such orger shall ify the instal- 5ol
ments in which the advance iz M m tinder section hal{ part]
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Clauses 218-220

219 [s. 18A(1), (a) earlier half, part and 1st Proviso and
section 18A(1} (b), and newly added provision, as embodi-
ed in the draft section relating to instalment].

[s. 18A(1) 3)......... If after the making of an order by the Income
(), srd tax Officer under this section and before the 15th dpy of
Frov.) February of the financial year -an assessment of the asses-

see (or of the registered firm of which he is a partner) is
completed in respect of a previous year later than that re-
ferred toin the order of the Income-tax - Off-
cer, the Income-tax Officer may make an amended
order requiring the assessee to pay in one ins-
talment on the specified date, or in equal instalments an the
specified dates, if more than one, falling after the date of
the amended order, the advamce tax computed on the re-
vised basis as reduced by the amount, if any, paid ip ac-
cordance with the original order; but if the amount Alteady
paid exceeds the advance tax determined on the rewised
basis, the excess shall be refunded,

Section 21g. (1) Subject to the provisions of this section and of sec-
Instalments  tion 220[18A(2) and 18A(3)], advance tax shall be payable
of advanc® in equal instalments on the 15th day of June, 15th day of
1% September. 15th day of December and 15th day of Margh in
G- 8AL) the financial year: . _i

{a), main

para, carlier !

half, part.}
i 18A(1) Provided that, where the previous year of the assessee
{a), 15t Prov,

Vin respect of any source of ineome ends after the 31 day
of December and befare the 30th day of April,...... the ad-
vance tax on that source of income shall, subject as afore-
said, be payable in three equal instalments on the 15t day
of September, the 15th day of December and the 15t day
of March, respectively. !

s, 18A(s) (2) I the notice of demand issued under section 163
(b} [29] in pursuance of the order under section 218 [sebtion -
18A(1) (a), main para, earlier.Half. part relating to drder
of Income-tax Officer] is served after any of the daté on
which the instalments specified therein are payable, [ the
advance tax shall be payable ih equal instalments on bach
of such of those dates as fall after the date of the semvice
of the notice of demand, or in one sum on the 15th day of
March if the notice is served after the 15th day of De¢em-

ber.

. : i
Section  gz0. (1) If any assessee who is required to pay advancd tax
Estimate by by an order under section 218 [s. 18A sub-sectidn (1) (a),
Aassessee, main para, earlier half, part re: Order by Income-tax [Off-

8. 18(2), cer] estimates at any time before the last instalment is!due
mam para.)  that his total income or income subject to advance tad for
the period which would be the pfevicus year for the imme-
diately following asse t s 18 less-than the fota) in-
come on the basis of aghich, ow income on which, He is

b
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Clause: 220

Tequired to pay such tax, as the case may be, and accord-
ingly wishes to pay an amount less than the amount which
.}6% is so required to pay. he may send to the Income-tax
Officer—

(1) an estimate of the total income for that period,

{ii) an estimate of the income subject to advance tax
for that period, and

(iii) an estimate of the advance tax payable by him cal-

: culated in the manner laid down in section 217 [s.
18A(1) {(a) main para, part, as embodied in
section re: computation of tax{. He shall pay such
amount as accords with his estimate in equal ins-
talments on such of the dates specified in section
219 {s. 18A(1) (a) main para, darlier half, part as
embodied in draft section re: instaiments] as have
not expired or in one sum if oply the last of such
dates has not expired.

(2) ..... The assessee may send a revised estimate of (5. 18A(2),
«he advance tax payable by him before #ny one of the dates ¥ro¥]
:specified in section 219 [s. 18A (1) (a), main para, earlier
half, as embodied in draft ségtion re: instalments] and , |
. -adjust any excess or deficiency in respect of any instal-
ment already paid in a subsequent instalment or in subse-
wquent instalments.” ' '

- (3) Any person who has not prevjously been assessed [S. ! 18A®)]
under this Act or under the Midign IMcome-tax Act, 1922, 11 d" 1922.
shall, before the 15th day of March in.each financial year,
if his total income of the riod which would be the
previous vear for the immedidtely follolving assessment
year is likely to exceed the méximum‘amount not charge-

.able to income-tax in his case by two! thousand five hun-
dred rupees, send o the Income-iax Officer—

{1} an estimate of the total income pf the said previous
year; . :

(i) an estimate of the incéme subject to advance tax
of the said previous year; and .

(iii) an estimate of the advdnce tax payable by him......
cailculated in the manner laid dbwn in section 217
(5. 18A{1) (a) main pdra, earHer half, part as em-
bodies in . section »pe: compytation of ' tax],
and shall pay such amgunt as detords with his esti-
mate, on such of the dates spdeified in section 219
fs. 18A(1) (a), main para, earlier half, as embodi-
ed in section part re: i ent] as have
not expired, by inst nis wiiith may be revised
according to sub-sectidn (2) riso to s. 18A(R)].

. R

f 3
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Clauses 220-223

{New]. (4) Every estimate under this section shall be sent in
the prescribed form end verified in the prescribed man-
ner.

Section 221, Where part of the income subject to advance tax con-

Commission Sists of any income of the nature of commission which is.

receipts. receivable periodically and is not received or adjusted by

[S. 18A(4).] the payer in the assessee’s account before any of the quar-
terly instalrents of advance tax become due, he may defer
payment of advance tax on that part of his income to the
date on which such income would be normally received or
adjusted, and if he does so he shall commuonicate to the
Incri'ome-tax Officer the date to which such payment is defer-
red :

Provided that, if the advance tax of which the pay-
ment is deferred is not paid within fifteen days of the date-
on which such income or part thereof is received or adjust-
ed by the payer in the assessee’s account, the adovance tax
shall be payable with four per cent. simple interest per
annum from the date of such receipt or adjustment to the
date of payment of the advance tax.

Section 222, (1) The Central Government shall pay simple in- -
Tnierest paya- terest............ at four per cent. per annum............ op the:
ble by Gov- amount by which the aggregate sum of any instalments of
crmment.  advance tax paid during any financial year in which thqy are
E;in 18A(5), payable under sections 215 to 221 [All sections embotlying
part] Para. any part of section 18A({1), 18A(2), 18A(3) of 18A(4)] exreeds.

the amount of the tax determined on reguiar assessmént, ..

from the ist day of April next following the said fingncial

(8. 1BA(5), year to the date of the regular assessment............ for the
and Prov.) gssessment year immediately following the said fingncial
year.'

{2)...... On any portion of such amount which is refund-
[S. 18a(5), ed under the provisions of seations 215 to 221 [sectio;t 18A.
st Prov.] © (1) to (4)] interest shall be payable only up to the date on

which refund was made,

Section a2a. (1) Where in any fingancial year an assee
. 3" has paid advance tax under section 220(1) or 220(2) i[sub-
atle ™ Pay- section (2) of s. 18A] or section 220(3) [sub-section {3) of
assessce. | 5. 18A] on the basis of his own estimate, and the advande {ax

so paid is less than eighty per cent. of the tax deterrhined

[s-  1BA(6), . . '
in p(gza on the basis of the regular agsessment, so far as such tax

and 15t prov.} Telates to income subject to advance tax and so far ai it is.

not due to variations in the rates of tax made by the Fikance
Act enacted for the year for which the regular nt
is made, simple interest at the rate of four per cent,’ per
annum from the 1st day of April next following the. soid
financial year up to the date of the said reguler asses¢ment
shall be payable by the assessee upon the amount by which
the advance tax so paid falls short of the said eighty per
cent. )

}, See also aliernative digft in the on Clauses. _ ]
*, Existing section 18 A{@, 13t prescribes, the rate of four p*r cent.

as from st April, 1952,
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Clauses 228-225

(2)...... Where provisional agsessment 1is made under f5. 188 (6)
section 145 [23B],— z2nd Prov.)

(i) interest shall be calculated in accordance with the
foregoing provision up to the date on which the tax
as provisionally assessed is paid, and

(ii) thereafter interest shall be calculated at the rate
aforesaid on the amount by which the tax as seo
assessed (in so far as it relates to income subject to
advance taxr) falls short of the said eighty per
cent.

(3) ...Where as a result of an order under section 259 Is. 4 18A (6
[31] or section 272 [33A] or section 161 or 162 [35] or section ¥ Prov.]
263 [66], or section 26¢ [66A], the amount on which inte-
rest was payable under this section has been reduced, the
interest shail be reduced accordingly and the excess interest
paid, if any, shall be refunded together with the amount of

income-tax that is refundable.

(4)...In such cases and under such citcumstances as may [s. 184 _(6)
be prescribed, the Income-tax Officer may reduce or waive §th Prov.]
the interest payable by the assessee under this section.

Where, on making the regular assessment. the Income- Section 224

tax Officer finds that any assessee has— Interast pay-
able by asses—

(a) under section 220(1) or 220(2) (s, 18A(2)] or section % in case
220(3), [s. 18A(3)] under estimated the advance tax fm;’#:l’:m*
payable by him and thereby reduced the amount f, (N1

payable in any of the first three instalments, or

{b) under secion 221 {s. 18A(4)] wrongly deferred the
payment of advance tax on a part of his income,
he may direct that the assessee shall pay simple
interest at four per cent, per annum—

(i) in the case referred to in clause (a), for the period
during which the payment was deficient on the
difference between the amount. paid in each such
instalment and the amoynt which should have been
paid having regard to the aggtegate advance tax
actually pad... ... during the year, and

(ii) in the case referred to in clause (b}, for the period
during which the payment of ativance tax was......
so deferred.

Explanation.—...For the purposes of this section, any in-
stalment due before the expiry of six months from the com-
mencement of the previous yesr in regpect of which it is
to be paid shall be deemed to have becoine due fifteen days
after the expiry of the said six months.

(1) Where, on making the regular assessment, the In- Sectien 235
come-tax Officer finds that no payment jof advance tax has cati-
been made in accordance withl the prgisions of sections [uel made
215 to 220 Is. 18A(1), 18A(2), 18QA(3)], ilit¢rest calculated in [s. 1808 (8)]




230

Clauses 225.229

the manner laid down in section 223(1) and 223(2) [s. 18A(6),
maln para, and Ist Proviso and 2nd proviso} shall be added

to ti;e tax as determined on the basis of the regular assess-
ment.

INew]) {2) The provisions of section 223(3) [s. 18A($), 3rd Prov.]
and of section 223(4) [s. 18A(6), 5th Prov.] shall apply to
wniterest payable under this gection as they apply to interest
payable under section 223 [s. 18A(6) ].

‘Section 226, (1) If any assessee does not pay on the specified date any

;Vhfnd oo Instalment of edvance tax that he is required to pay under

to be in defa, SeCtion 218 [section 18A(1)] and does not, before the date on

alt. which any such instalment as is not paid becomes due, send

{18A(10)]  under section 220(1) or section 220{2) [s. 18A(2)] gn esti-
mate or a revised estimatie of the advance tax pay;ble by
him, he shall be deemed to be an assessee in default; in res-
pect of such instalment or instalments,

(2} If any assessee has sent under section 220(1) or 220(2)
* {18A(2)] or section 220(3) [18A(3)] an estimate or a revised
estimate of the edvance tax payable by him, but dpes not
pay any instalment in accorgance therewith on the gdate or
dates specified in section 218 [s. 18A(1) {a), main pata, ear-
lier half, part embodied in section re : instalmen ), he
shall be deemed to be an assessee in default in resbect of
such instalment or instalments ; :

Provided that the assessee shall not, under sub-section (1)
or this sub-section, be deemed to be in default in respect of
any amount of which the payment is deferred under pection
221 .[s. 18A(4)] until after the date communicated v him
to the Income-tax Officer under section 221 [s. 18 }(4)].

f%fclc;?n 227. Any sum, other than a penalty or interest, pai b;} or

advance toe TECOVered from an assessee mn pursuance of the prgvisions

fs. 18A (1)) of sections 215 to 236 fall sections embodying any part of
section 18A(1) to 18A(10)] shall be treated as a payipent of
tax in respect of the income of the period which would be
the previous year for an assebsment for the assessmett year
next following the fnancial year in which it was payable,
and credit therefor shall be gfven to the assessee in t regu-
lar assessment. U "

f;;‘;',‘;’;”;a;i shall not be taken into account for any of the purppses of

{s. 18A (12)] Sections 215 io 227 [All other sections embodying agy part

Jr

of section 18A]; and the erpressions “total incomp” and
“total world income” accurring in any of those sections shall

‘Section 228, Any income chargeable under the head “Capitg{}fains"
accordingly be construed as not including such incothe.

i
i

‘Bection 229, .
When tax
-payable and

when assessee (1) Any amou:%:peci

D—Collection and Recovery

deemed  in demand under...... ion 1
defadlt. . the time, at the plage. and

T
E]

29]......shalk-be ghid

noki
exd

ice of
ithin
in the

1 as  payable :in g
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Clauses 229-230

netice............... » ok if a time is pot so mentioned, then on or fs. 45, main,

before the expiry of a period of forty-five days from the date para, part)
of the service of the notice.  °

(2) On an application made by the assessee before the [New)
expiry of the due date under sub-section (1), the Income-
tax Officer may extend the time for payment or allow pay-
ment by instalments, subject to such donditions as he may
think fit to impose in the circumstances of the case,

(3) If the amount is not peid within the time limited [s. 45, main,
under sub-section (1) or extended undar sub-section (2), para, part)
as the case may be, at the place and to the PErson men-

tioned in the said notice, the assessee....... .. shall be deeme
_to be in default, '

(4) If, in a case where payment by instalments is allow- (New)
ed under sub-section (2), the gssessee commits default in
paying any one of the instalments within the time fixed
under that sub-section. the asséssee shall be deemed fo be
in de{lault as to the whole of the amount then outstanding,
and the other instalment or instalments shall be deemed to

have been due on the same date as the instalment actually
in defqult.

(5)........ Where an assess@e has presenied an appeal [s.
under section 254 [30], the Insome-tax Officer may, in his Prov.
discretion, and subject to such conditions as he may think
fit to impose in the circumstanees of the case, treat the as-
sessee as not being in default. in respect of the amount in
dispute in the appeal, even though the time for payment

has expired, as long as such :appeal remains undisposed
of.

5y $st;

®) ... Where an assessee has beep assessed in respect fs. |45, 2ade
of income arising ouiside Undiz # a country the Pro
laws of which prohibit or restrjct the nemittance of money
to Indie, the Income-tax Qfficer shall npt treat the assessee |
as in default in respect of that part of the tax which is due .
in respect of that amount of his income, which, by reason of ;
such prohibition or restriction, cannpt be brought into
Indig, and shall continue to tireat the assessee as not in
default in respect of such part of the until the prohibi.
tion or restriction is removed.’ ' _
. . i !
Explanation.—For the p s of (this section, income fs. 45, Expl);
shall be deemed to have been lbrought; into India if it has

been utilised or could have baen util'ﬁﬂ for the purposes
i

of any expenditure actually infurred Ky the assessee with-
out India or if the income, whipther talised or not, has
been brought into India in any form.

(1) When an assessee is in default or is deemed to be Section 230,
in default in making a paymerg of tax;{He shall, in addition It

to the amount of the arrears, Hab# b pay, by way Of s
- i o -t
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penalty, simple interest from the date of default to the daie
of payment at the rate of ten per cent. per annum on the ~
amount of arrears.

(2) If the grrears of taxr are paid within three months
from the due date, the interest by way of ity ledied or
leviable thereon under sub-saction (1) shall be remitted.

{3) No interest shall be charged under sub-section (1) in
respect of any period for which the gssessee is, by virtue of
any provision of this Act, treated as not in default.

Section 231, (1) When an assessee is in default or is deemed to be in

gf;égf:;‘c 0 default in making a payment of tax, the Income-tax Dfficer

fs. 46(2))  AY forward to the Collector a-certificate under his signa-
ture specifying the amount of arrears due from the asiessee,
and the Collector, on receipt of such certificate,
shall proceed to recover from such assesseg the
amount specified therein by one or more of the modes men-
tioned below, in accordance with theé procedure laid down
in the Second Schedule— -

(a) attachment and sale of the assessee’s movable pro-
perty; S

(b} attachment and sale of the assessee’s immaoavable
property; ]

{c) arrest of the gssessee end his detention in prison;

(d) appointing a receiver for the management of ihe
assessee’s movable and immouvable properties,

15.46(7),Expl, {2) The Income-tax Officer may issue a certificate under
lawer  half oyb.section (1) notwithstanding that proceedings for reco-
pant] very of the arrears by any other mode have been tulen.

Section 242, (1) The Income-tax Officer may forward the cert?icate

w"g!}’g“’;;ﬁ referred to in section 281 [46(2), main para] to—
ficate is 1o be (a) the Collector within whose jurisdiction the asfessee

fr’q‘;“f] carries on his business, profession or vocatign or
within whose jurisdiction the principal place ¢f his
business, profession or vocagtion is situate, or

{b) the Collector within whose jurisdiction thF as-
sessee resides or any movable or immovable! pro-
perty of the asgessee is situate. -

(2) If the Collector to whom a certificate is sent by an
Income-tax Officer is not able to recover the entire amiount
by sale of the property, moveble and immovable, but has
information that the assessee has property in a district
within the jurisdiction of enother Collector, he may ysend
the certificate to such qther %tor or to a Collector with-
.in whose jurisdiction ithe assessee resides, and thereipon
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that Collector shall proceed to recover the amount under this
Chapter as if the certificate was sent to him by the Income-
tax Officer, ‘

Explanation.—In this section, “Collector” means ¢ Col-
lector of a district in any pamt of India, and includes an
Additional Collector of any such district.

(1) When the Income-tax Officer sends a certificate to Section 233,
a Collector under section 231 [46(2) main para] it shall not vagiy o
be open to the assessee to dispute before the Collector the o amends
correctness of the assessment, and no objection to the ment thereof.
certificate on any ground shall be entertained by the Col- (New)

lector.

(2} An assessee objecting to the issue of any certificate,
on any ground open to him, other thar the correctness of
the assessment, may apply to the Income-taxr Officer for
withdrawal or cancellution of the certificate, and the In-
come-tax Officer shall, after giving the assessee a reasonable
%ppm'tunity of being heard, pass such orders as he thinks

t. :

(3) Notwithstanding the issue of a certificate to a Col-
lector, the Income-taxr Officer shall have power to correct
any clerical or arithmetical mistake in the certificate by
sending an intimation to the Collector.

{4) The Income-tax Officer ghall intimate to the Collec-
tor any orders withdrawing or cancelling a certificate pass-
ed by him under sub-section (2), or any correction made by
him under sub-section (3) or apy amendment made under
section 234(4) [sub-section in newly added section providing
for amendment of certificate on reduction etc. in any pro-
ceeding under the Actl.

(1) Notwithstanding that a cemificate has been issued Scctivgmﬂu-
to the Collector for the recovery of amy tax, the Income- o“,’”""?m’;ﬁ,
tax Officer may grant time for tge paymant of the taxr and aeion; or
thereupon the Collector shall stey the proceedings until the withdrawal of
erpiry of the tithe so granted, '[ﬁ.f’ e
(2) Where a certificate for the recovery of tax has been
issued, the Income-tax Officer dhall kedp the Collector in-
formed of any tax paid or time granted fdr payment, subse-
quent to the issue of such ¢ ate. ¢

(3) Where the order giving rise to ¢ demand of tax for
which a certificate for recovery has bepn issued has been
reduced in appeal or other proteeding under this Act but
ig the subject-matter of further proceeding, the Income-tax
Officer shall stay the recovery of such part of the amount of
the certificate as pertains to the said, reduction, for the
period for which the appeal oq other priaceeding remains
pending. L '
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_ (4) Where a certificate ﬁr the recovery of tax has been
issued agnd subsequently amount of the outstanding
demand is reduced as a result of an appeal or other pro-
ceeding under this Act, the Income-tax er shall, when
the order which was the subject-matter of such .appeal or
other proceeding has become final and conclusive, amend
the certificate or withdraw it, as the case may be.

%C:}:mn 2 5 {1) Notwithstanding the issue a certificate to the Col-

of °:;c';‘m},_ lector under section 231 [46(2) main para), the Income-tax

[s. 45, Bxpl., Officer may recover the tax by any one or more of the

lauer] half modes provided in this section.

part.

fs. 46 (5] (2} If any assessee is in receipt of any income charge-
able under the head “Salaries”, the Income-tax Officer may
require any person paying the same to deduct from any
payment subsequent to the date of such requisition any
arrears due from such assessee, and such person shall com~
ply with any such requisition and shall pay the sdm so
deducted to the credit of the Central Government, or as
the Central Board of Revenue directs.

Salary exempt from attachment in execution of a

decree of a civil court under section 60 of the Code of Civil

5of1g08.  Procedure. 1908, shall be exempt from any requisition;made
under this sub-section. ' ! :

[s. 46 (54}, (3} (i) The Income-tax Officer may, at any time o " from

1st pama; time to time, by notice in writing.... ..., , requiire any person
part] from whom money is due or may become due to the as-

sessee Or any person who holds or may subsequently hold
money for or on account of the assessee, to pay to the In-
come-tax Officer either forthwith upon the money oM~
ing due or being held or at of within the time specififed in
the notice (not being before the money becomes due! or is
held) so much of the money as is sufficient to pay the
amount due by the assessee im respect of arrears....... O
the whole of the money when it is equal to or less) than
that amount. i

. 6 (5A), (i) A copy of the notice shall be forwarded to ag-
;:*n-] para, gesgee at his fast address known to the Income-tax cer.,
[s. 46 {(5A), (iii) Where a pergon to whom a notice under thi
6thpara.]  section is sent objects to it on the ground that t
demanded or any part thereof is not due to the
that he does not hold any for or on acéeunt
assessee, then, nothing contained in this sub-sectiow [shall
be deemed to reguire such n to pay any suc
or part thereof, as the case m&y be......... , if the Inc
Oﬁ&er is satisfied about the cprreciness of such obje

[s- 46 (54), (iv) The Income-tax Officer may at any time or. from

mEparn]  time to time amend of revoke qny notice issued undey this
sub-gection or extend i or making any =pagrq$t in
pursuance of such nolice, P
!
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(v} The Income-tax Officer shall grant a receipt for any |s. 46 (5A),”
amount paid in compliance with o notice issued under this grd para}
sub-section, and the person so paying shall ba: fully dis-

charged from his liability to the assetsee to the extent of
the amount so paid. : :

(vi) Any person discharging any liability to the assessee [5. 46 (5A),
after receipt of a notice under this subl-section shall be per- 4th para)
sonally liable to the.Income-tax Officer t6 the extent of his
own Liability to the assessee so discharged or to the extent

of the essesee’s liability.. . . far tax, interest and penalties,
whichever is less. L

(vii) If the person to whom a notice under this sub- [5. 46 (5A),
section is sent fails to make payment in pursuance thereof 5th para)
to the Income-tax Officer, further proceedings may be taken
against him for the realisation of thelamount as if it were
an arreer of tax due from him, in the manner provided in
sections 231 to 234 [S. 46(2}], and the notice shall have the
same effect as an attachment .of a debt by the Collector in
exercise of his powers under section 231 [46(2)].

(4) The Income-tax Officer may apply to the court in (New]
whose custody there is money belonging to the assessee for
payment to him of the entire amount of such money, or,

if it is more than the taxr due, an gmount sufficient to dis-
charge the tax.

(5) The Income-tax Officer may, if so authorised by (545 (3} and
the Commissioner, proceed to recover the taxr by distrgint (4}]
and sale of the movable praperty of the assessee in the
manner laid in the Third Schedule. ,-

. . : N

If the recovery of taxr in any area-has been entrusted to Seption 236.
a State Government under article ‘238(1) of the Constitu~ I;!_WV;*‘%
tion, the State Government may direct with respect to that-gIou8h =ate
area or any part thereof, that tax shall be recovered there- 346 (6]
in with, and as an addition to, any municipal tax or local [*#
rate, by the same person and in the same manner as the
municipal tax or local rate is recovered

For the purposes of sectign 231 [#6(2)], the expression
“Collector” shall include a Collector ip Pakistan, and the R
Income-tax Officer may forward a eertificate under that thiough
section to a Collector in Pakistan fhrough the Central p

Board of Revenue of -Pakistan, if the ‘assessee has property fs.
]

in the distriet of that Collector.

Where a Collector in Indig receivas through the Central Settion 2332;
Board of Revenue of India a certificate under the.sighature oy o
of an Income-tax Officer in Pakistan, the Collector shall .~ 6]
proceed to recover the amount specified therein in the 1459
manner in which he would proceed to recover the amount
specified in a certificate received from an Income-tax Officer
in India, and shall remit any sum sq tecovered by him to
the Income-tax Officer in Palistan, sftpr deducting' kis ex-
penses in connection with the reco proceedings. - -

16—1 Law Coxa./58 ' * -
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s““‘_'n_ 239- The provisions of sections 237 and 238 [Section 46(3)
- Condition for and (9)] shall remain in force only so long as there are in
ﬁiﬁg?aifin force similar provisions in the Indian Income-tar Act, 1922,
Pakistan or @8 in force as part of the law of Pakistan or under any other
of Pakistan  similar Act forming part of the law of Pakistan for the
tax in India. recovery of tax by a Collector in Paksitan on receipt of a

fs. 46 {10)] certificate from an Income-tax Officer in India.

IS{:ctiOn 24°-f Any sum imposed by way of penalty under the provi-
peﬁ:fg: % sions of section 282 [Sub-section (9} of section 18A1, sec-

{oterest ana tion 281 [Sub-section (2) of 25], section 280 {Section 28],

other sums. or section 279 [Sub-section (6) of Section 44E], or payable

{s. 471 under section 230 [Sub-section (1) of section 46], and any
interest payable under the provisions of sections 221, 223,
224 and 225 [Sub-section (4), {6), (7) or {8) of section 18A]
and any other sum pai;able under the provisions of this
Act, shall be recoverable in the manner provided in this
Chapter for the recovery of arrear of tax

Section 241, (1) Subject to such exceptions as may be made by the
Tax Clear-  Central Government, no person who is not domiciled in
ance Certi-  India, or who, even if domiciled in India at the time of
' his departure, has, in the opinion of an Income-tax autho-
fs- 464 (1)] rity, no intention of returning to India, shall leave the terri.
tory of India by land, sea or air unless he first obtains from
such authority as may be appointed by the Central Gov-
ernment in this behalf (hereinafter in the section refetred
to as the “competent authority”) a certificate stating that
¢ he has no liabilities under this Act, the Excess Profits Tax
15011940 act 1940, or the Business Profits Tax Act, 1947, or the
21 of 1947 Indian Income-tax Act, 1922, or that satisfactory arrange-
t1ef19221 " ments have been made for the payment of all or any of
"~ such taxes which are or. may become payable by that per-

50N :

Provided that if the competent authority is satisfied that
such person intends . to. return to India, he may issue an
exemption certificate either in respect of a single journey
or in respect of all journeys to be undertaken by that per-
son within such period as may be specified in the certificate.

[s. 464 (2), (2) If the owner or charterer of any ship or aircraft
main paral  carrying persons from any place in the tegritory of India
to any place outside India allows any person to whom sub-
section (1) applies, to travel by such ship or aircraft without
* first satisfying himself that such person is in possession of
a ceriificate as required by that sub-section, he shall be
personally liable to pay the whole or any part of thé amount
of tax, if any, payable by such person as the Income-tak
Officer may, having regard to the circumstances of the

case, determine. .

s 46A (3)] {3) In respect of any sum payable by the owner or
charterer of any ship aircraft under sub-section {2),[the
owner or charterer, as the case may be, shall be dee to

1 .

~ i
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be an assessee in default for such sum, and such sum shail
be recoverable from him in the manner provided in sections
230 to 240 [all sections, including sec: for interest, relat-
ing to recovery] as if it were an arrear of tax.

(4) The owner or charterer of every ship or aircraft, [New]
which takes passengers on board on any port or place in
India for any place outside India, shall, within one month
from the departure of the ship or the aircraft from that port
or place, furnish to the Comumissioner having jurisdiction
over the areq in which that port or place is situated, a list
in the prescribed form showing the name and last known
address in India of every person (other than members of
the crew and the staff of the ship or aircraft) who travelled
on the ship or aircraft and the particulars of the certificate
or the exemption certificate presented by such person under
this section, .

(5} No proceedings shall be commenced for enforcing [New
the liubility under sub-section (2} after the expiry of two
years from the date on which the list required to be filed
under sub-section (4) is filed.

(6) The Central Government may make rules for regu- {2 46A {4)]
lating any matter necessary for, or incidental to, the pur-
pose of carrying cut the provisions of this section.

Explanation—For the purposes of this section, the ex- [s. 46A (2),
pressions “owner” and “charterer” include any represen- Expl.
tative, agent or employee empowered by the owner or
charterer to allow persons to travel by the ship or aircraft.

Save in accordance with the provisions of section 183 Section 242.
[Section 42(1)] or 229(6) [second proviso to section 451, Period for
rand except as otherwise provided in section 241(5) [new cotwaencing
sub-section in section 46A, laying down 2 limit of 2 years], ey
no proceedings for the recovery of any sum payable under P g
this Act shall be commenced after the expiration of one ["‘-f’ {7};]
year from the last day of the financial year in which the par
demand is made, or, in the case of a person who is deemed
to be an assessee in default under any provision of thig
Act, after the expiration of one year from the last day of
the financial year in which the Income-taxr Officer sends an
intimation in writing to such person to the effect that he is
deemed to be an assessee in default: :

Provided that the period of one year............... referred [s. 46 (7) 1mt
to above shall be reckoned— Prov.)

(i) where an assessee has been treated as not being
in default under section 229(5) [Sec. 45, 1st provisol
as long as his appeal ig undispesed of, ............ from
the last day of the fimancial year in which the ap-
peal is disposed of; ; i '
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{s. 46 Expl.
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(i) where recovery proceedings in any case have been
stayed by any order of a court, ............ from the
last day of the financial year in which the order is

; withdrawn;

{iii) where the date of payment of tax has been extend-
ed by an Imcome-tax authority o another date,
from the last day of the financial year in which
such other date falls; ’

(iv) where the sum payable is allowed to be paid by
instalments, from the last day of the financial year
in which the last of such instalments is due.

Explanation.—A proceeding for the recovery of any
sum shall be deemed to have commenced within the mean-
ing of this section, if some action is taken to recovet the
whole or any part of the sum within the period herein-
before referred to......ooooeiiils .

The several modes of recovery specified in this Chap-~
ter shall not affect in any way—

(a) any other law for the time being n force feliztiﬂg
to the recovery of debts due to Government ... .
T ; or

{(b) the right of the Government, to institute a suit for
the recovery of the arrears due from the assessee;

and it shall be lawful for the Income-tax Officer...............
or the Government, as the case may be, to have recpurse
to any such law or suit notwithstanding that the tax due
is being recovered from the assessee by any........... moede
specified in this Chapter. '

E—Tax peyable under provisional assessment.

For the avoidance of doubt, it is hereby declared that
the provisions of section 229, [all sections embodying any
part of section 45] except section 229(5) [45, ist Prov.}, and
sections 230 to 239 [all sections embodying any pa of
section 46] apply in relation to any tax payable in pursu-
ance of a provisional assessment made under sections 145(1)
and 145(2), [s. 23B(1)] as if it were a regular assesgment
made under section 147 or 148 [23(1) to (5)].

Taxr paid or deemed to have been paid under settions
201 to.213 [all sections embodying any part of section
18] or sections 215 to 228 [all sections embodying any part
of section 18A] in respect of any income provisionally as-
sessed under sectionsy 145(1) apd 145(2) [section 23B(1)1,
shall be deemed to have beenipaid towards the provigional
assessment. :
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CHAPTER XIX
TAX DEEMED TO HAVE BEEN PAID ON DIVIDENDS

Section 246,
Tax deemed
to have been
(D Any sum by which a dividend has been g::;"’n divi-
increased under section 59 [section 16(2), main para, latter '8
half] shall be treated as a paeyment of income-toxr {exclu- E:aia! pm(g}
sive of super-tax)............... by the shareholder ............... i eatlier  half,
and credit shall be giwven to him therefor on the produc- pax]
tion of the certificate furnished under section 167 [20],{s. 18 (5),
in the assessment, if any, made for the assessment yeqr m2In  para

referred to in clause (b) of sub-section (2} : ::a::ch et

Provided that, where such shayreholder is aq person[s. 18 (5)
whose income is included under the provisions of section <md _Proviso,
63 or 64 [clause (c) of sub-section (1) of section 18], section
§7 1S. 16(3)], section 96 {44D] or section 97 [44E] in the
total income of another person, the payment shall be deem-
ed to have been made by, and the credit shall be given to,
such other person :

[s. 18 (5) 3rd

Provided further that where any share in a company is ;17 pard

owned jointly by two or more persons not constituting a
partnership, the credit .............. may be given to each such
person in the same proportion in which the............ divi-
dend on such share has been included in his total income:

Provided further that where any share in a company is {New}
owned by two or more persons constituting a partnership -
and the firm 1is a registered firm or an unregistered
firm assessed under the provisions of section 190(b) [23(5)
(b)], the credit may be given to each such person in the
proportion in which the profits of the firm are shared by

him. :

(2) The provisions of sub-section (1) shall not apply .
unless the following conditions are fulfilled :— .

fa) ......... the company ......... is assessed to income-tax [s 4gB (1),
in India or elsewhere; and - Piﬂ]
(b) ......... the dividend is inciluded in the total income

of the shareholder or other person to whom credit
is to be given, us assessed for the assessment yeur
tmmediately following the previous year of which
the dividend is deemed to be the income.

(3) For the purposes of sub-section (1), income-tax [+ 4983(2)]
shall be deemed to include agricultural income-tax as-
sessed on a company by any State Government, and where
any shareholder proves that the company has been so as-
sessed to agricultural income-tax, he shall be entitled to
the reduction from the tax ppyable lt;n_ him under this Act |
of 2 sum equal to— i {:
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(a) the appropriate agricultural income-tax {reduced
by the amount of refund, if any, allowed to him by
the State Government), or

{b) the appropriate Indian Income-tax on the amount
of the dividend which has not been increased under
section 39, {Section 16(2), main para, latter half]

whichever is the less.

Explanation.—In this sub-section,—

{a) “appropriate agricultural income-tax” means such
proportion of the agricultural income-tax ag the
amount of dividend which has not been increased
under section 59 [S. 16(2), main para, latter half)

~ bears to the total profits of the company assessed
to agricultural income-tax; and

(b) “appropriate Indian Tncome-tax” means such pro-
portion of the income-tax payable by the share-
holder under this Act as the amount of dividend
which has not been increased Under section 59 s.
16(2) main para, latter half] bears to the total in-
come of the shareholder.

CHAPTER XX
REFUNDS
Section 247. If any person ............... satisfies the Income-tax Officer
Refunds o e
-48(02] ... .. e e e et e e e e e b ety e en e et e n e,
that the amount of tax paid by him or on his behalf or
treated as paid by him or on his behalf for any assessinent
year exceeds the amount with which he is properly charge-
able under this Act, for that year, he shall be entitied'to a
refund of the excess. .
Section 248,

Person ents. (1) Where income of one person 1s included under any
tied 10 claim PTOVision of this Act in the total income of any dther
refund in cer- person, the latter alone shall be entitled to a refund under
tain  special this Chapter in respect of such income.

cages.,

[s- 48 (3} . _

fs. 49 F} (2) Where through death, incapacity, bankruptcy, liqut-
dation or other cause, a person............... is unable to claim
or receive any refund due to him, his executor, administra-
tor or other legal representative, or the trustee or guardian
or receiver, as the case may be, shall be entitled to claim -
or receive such refund............ for the benefit of such per-

Scction 249. SO or his estate,

Form

claim rgf {1) Every claim for refund under this Chapter shall be
refund and made in the prescribed form and verified in the prescrjbed
timization, manner. ' L -

[New]
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(2} No such claim..................... shall be allowed, un- [Cf.  Rules
less it is made within four years from the last day of the 36:37).
assessment year in which tZe income in respect of which [ 50
the claim is made was assessable. main para.]

Where, as o result of any order passed in appeal or Section 250
other proceeding under this Act, refund of any amount be- Retund  on
comes due to the assessee, the Income-tax %ﬂicer shall, PP ’
except as otherwise provided in this Act, refund the amount I 48 ()]
without any application by the assessee.

In a claim under this Chapter, it shall not be open to Section 251
the assessee to question the correctness of any assessment (i?"“‘“e”
or other matter decided which has become final and conclu. por " Sumea!
SIVe .. or ask for a review of the same, and the Questioned. -
assessee shall not be entitled to any relief on such claim (s, 48 @]

except refund of tax wrongly paid or paid in excess.

If, within a period of three months from the date on Section 252
which a claim for refund is made under this Chapter, the Interest.
Income-tax Officer does not puss an order thereon, the Cen- [New]
tral Government shall pay the claimant simple interest at
the rate of two per cent. per annum on the amount directed
to be refunded from the date on which the claim is made
to the date of the order directing the refund.

Where under any of the provisions of this Act, a Te& Section 25
fund is found to be due to any person, the Income-tax Set of
Officer, Appellate Assistant Commissioner or Commis-of  refunds
sioner, as the case may be, may, in lieu of payment of the 2®mt . tax
refund, set off the amount to be refunded or any part of pyotie = °
that amount, against the tax, interest or penalty, if any, % 49 E]
remaining payable by the person to whom the refund is dueg' ¥
after giving an intimation in writing to such person of the
action proposed to be taken under this seciion.

CHAPTER XXI
APPEALS AND REVISION
A. Appeals to the Appellate Assistant Commissioner.

Any assessee aggrieved by any of the following orders
of an Income-tax Officer may appeal to the Appellate Assis-
tant Commissioner against such order-— Senti
ion 254.

(a) an order against the assessee, being a company, Appealable
under section 113 [23A{1) main ~para, operative orders.

part]; {s. 30 ()
{b) an order of assessment under section 147 or 148 Wain pata]*
{sections 23(1) to (5)), ....ooiivernnnn- where the as-

sessee objects to the amount of income assessed,
or to the amount of tax determined, or to the
amount of loss computed, or to the status wunder
which he is gssessed;

1As the section has been broken into numperous clauses, reference 10 egisting pro-
visignhunot been given for cach clauge, and 1o verbal changes have not italis
cis + ’ H
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(d)

(e)

(f)

(2)
(h)

(1)

(7)
(k)
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‘an order under section 151 [27} refusing to’
Teéopen an assessment made under section 148
{23(4) main para, part authorising best judgment
assessment};

an order under section 161 or 162 [section” 35],
where the assessee objects to the amendment made
or refused thereunder;

an order adverse to the assessee, where the assessee
denies his liability to be assessed under this Act;

an order under section 180(2) or 180(3) [section
26(2) Proviso];

aff order under section 181 [25A];

an order refusing to register a firm under section
192(1)(b} {section in the Chapter on Firms relating
to refusal of registration because there was no
genuine firm in existence in the previous year] or
‘under section 192(6) [section 23(4) main para,
latter part relating to refusal to register a firm
because of failure to file return etc. leading to best
judgment assessment);

an order cancelling the registration of a firm under
section 193(1) [section in the Chapter on Firms au-
thorising cancellation of registration because there
was no genuine firm] or under section 193(2} [sec-
tion in the Chapter on Firms corresponding to
section 23(4). main para, part. authorising can-
cellation on such failure. as leads to best judgment
assessment];

an order levying interest under section 224[18A(7)];

an order under section 229(5) [s. 45, 1st Prov.];

(1) an order under section -233(2) [new section re:

withdrawal of certificate];

(m) an order under section 247 [48{1)]';

{(n) an order imposing penalty under—

(1) section 279 [44E(8)], or

(ii} section 280 [28(1) & (2)]. or

(i

ii) section 281 [25(2), latter part], or

(iv) section 282 [§8A(9)],§ '
4
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Clauses 254-258

. Explanation—For the purposes of clause (b) an objec-
tion to any interest charged under section 223 [18A(6)] or
section 225 [18A(8)] shall be treated as an objection to the
amount of income assessed.

............ Where the partners of a firm are individually Section 255,
assessable on their shares in the total income of the firm, Appeal by
any such partner may appeal to the Appellate Assistant parter.
Commissioner against any order of an Income-tax Officer [s. 30 (1)
determining the amount of the total income or the loss of 2nd Prov.)
the firm or the apportionment thereof between the several
partners, but he cannot agitate such maiters. ............. in
any appeal preferred against an order of assessment deter-
mining his own total income or loss.

Any person having in accordance with the provisions of Section 236,
section 208 [ub-section (B) of section 18] read with Appeal den)
section 208 [sub-section (6) of section 18] deducted and [o™T thil
paid tax in respect of any sum chargeable under this Actto  deduct
other than interest, who denies his liability to make such tax. '
deduction may appeal to the Appeliate Assistant Commis- [ 30 (:A)]
sioner to be declared not liable to make such deduction.

(1} The appeal shall be in the prescribed form and shall Section 257

be verified in the prescribed manner. Form of ap-
peal and

. limiation,

(2) The appeal shall ordinarily be presented within & 3° )]
thirty days of the following date, that i3 to say,— g‘a'n'f" (2},

(a) where the appeal relates to any tax deducted under
section 204(1) [18(3B}], the date of payment of the o
tax, or ' .

(b} snhere the appeal relates io any assessment, interest
or penalty, the date of receipt of the notice of de-
mand relating to the assessment, interest or pen-
alty, or

{c) in any other case, the date on which intimation of
the order sought to be appealed against is received

3 ... The Appellate Assistant Commissioner may is. fo {2},
admit an appeal after the expiration of the said period if ran

he is satisfied that the appellant had sufficient cause for

not presenting it within that period.

{1) The Appellate Assistant Commissioner shall fix a Pig;"gur:S?n

day and place for the hearing of the appeal, and shall give oo,
notice of the same to the appellant and to the Income-tar s 3t (1),

Officer agqainst whose order the appeal is preferred. earlier part]
{2) The following shall have the right to be heard at [s. 3t (3
the hearing of the appeal— ; and Prov.]

{a} the appellant either in iperson 41' by an autherised. ]
/representative; : i



P. a1 (&)
atter part)

{s. 3t (2]

{s. 31 (2A)1

iNew]

[s- 3¢ (s

Section 259

Powers of the
Appeilate As-
sistant Com-
missioner.

{s. 3:(3), op-
ening lines}
s 3:(3)
main  para,
Cl. {a)]

s 3:(3)
mam para,
Cl {2}

o 33},
main  para,
L {c), (d},
{¢), {g} and

i:)]
5. 41{3), tat
ov. ]
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Clauses 258-259

(b) the Income-tax Officer, either in person or by a

representative.
(3) The Appellate Assistant Commissioner shall have
the power............... to adjourn the hearing of the appeal

from time to time.

(4) The Appellate Assistant Commissioner may, before
disposing of any appeal, make such further inquiry as he
thinks fit, or may direct the Income-tax Officer to make fur-
ther enquiry and report the result of the same to the Ap-
pellate Assistant Commissioner.

{5) The Appellate Assistant Commissioner may, at the
hearing of an appeal, allow the appellant to go into any
ground of appeal not specified in the grounds of appeal, if
the Appellate Assistant Commissioner is satisfied that the
omission of that ground from the form of appeal was not
wilful or unreasonable.

(6) The order of the Appellate Assistant Commissioner
disposing of the appeal shall be in writing and shall state
the points for determination, the decision thereon and the
reasons for the decision, and the relief, if any, to which the

-appellant is entitled.

(7} On the disposal of the appeal, the Appellate Assis-
tant Commissioner shall............... communicate the order
passed by him to the assessee and to the Commissioner.

{1) In disposing of an appeal, the Appellate Assistant
Commissioner shall have the following powers—

{(2) in an appeal against an order of assessment, he may
confirm, reduce, enhance or annul the assessment ;
or he may set aside the assessment and refer
the case back to the Imcome-tax Officer for making
a fjresh assessment in accordance with the directions
given by the Appellate Assistant Commissioner
and after making such further enquiry as may be
necessary, and the Income-tax Officer shall there-
upon proceed to make such fresh assessment and
determine, where necessary, the amount of tax
payable on the basis of such fresh assessment;

in an appeah:-zgainst an order imposing a penalty,
he may confirm or cancel such order or vary it so
as either to enhance or to reduce the penalty;

(¢) in any other case, he may pass such orders in the
appeal as he thinks fit.

(&)

2y............ The Appellate Assistant Commissioney -shall
not enhance an assessment ot a penalty unless the appellant
has had a reasonablae opportunity of showing cause ggainst
such enhancement. - o
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Clauses 259-261

Explanation—In disposing of an q eal, the Appellate
Assistant Commissione:spngay consider apw?c'l decide agg mat- (New]
ter determined by the Income-tar Officer in the course of
the proceedings in which the order appealed ageinst was
passed, notwithstanding that such matter was not raised

Zbe»fm\-e the Appellate Assistant Commissioner by the appel-
ant. .

B—Appeals to the High Coyrt.

(1) Subject to the provisions of sub-section (3), any Section 260.
assessee aggrieved by any of the following orders may Appeala ble-
ars.

appeal to the High Court. . .. .. ... against such order— c .
3. 138 ),

(2) an order passed by an Appellate Assistant Commis- E‘:'"] 0
sioner under section............ 280............ (28(1) and part] 3388h-

(2] ;
(b) an order passed by an Appellate Assistant Commis- 5.  33(1),,
sioner under section 259 [31(3) embodied in sec- part)

tion dealing with powers of Appellate Assistant
Commissioner];

(¢) any order passed by the Appellate Assistant Com- [New]
-missioner rejecting or dismassing gn appeal without
a decision on the merits;

dy ............ an order passed by the Commissioner under [s. asB(s),.
section 271(1) [S. 33B(1)1. . part]

(2) Subject to the provisions of sub-section (3), the [s. 33(2), car-.
Commissioner may, if he objects to any order passed by an lier part)
Appellate Assistant Commissioner under section 259 [31
(3} as embodied in section for powers of Appellate Assis-
tant Commissioner), appeal to the High Court against such
order............

{3) Where the amount or value of the subject matter [New)
in dispute in appeal to the High Court is rupees sepen
thousand five hundred or more, an appeal shall lie under
this section both on a question of fact and on ¢ question
of law; but where the amount or value of the subject mat-
ter in dispute in such appeal is below rupees seven thousand
five hundred, the appeal shall lie only on a question of
law. . ’

(1) The appeal to the High Court shall be filed within Section 26r
sixty days of the date on which the order sought to be Limitation.
appealed against is communicated to the assessee or to the [s. 33(1).

Commissioner, as the case may be. Par, s. 33(2),

part aESB s.%é
(1} main
para, part]
(2) The High Court may admit an appeal] after the ex- 5. 3(2A
piry of the sixty days referred, to in sub-section (1) if it god(xB6(7a;
is satisfled that there was sufficiént causg for not presenting ;
it within that period. o 1
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Clauses 262-268

Section 282, The appeal to the High Court shall be in such form
Form  of 2p- and shall be verified in such manner as may be preseribed

2;‘:,1‘ [: 333(33]% by the Supreme ngrt by rules made under this Chapter.

éﬁ:,ti?)?lﬂlaﬁg. Subject to such rules as may be made by the Supreme

Powers and Court in this behalf, the powers to be exercised and the
procedure.  npocedure to be followed by the High Court in respect of

‘[,:ﬂ] 66(5), appeals under this Chapter shall be the same as those appli-
cable in respect of appeels to the High Court against the
original decrees of courts subordingte to it.

Section 264 (... The appeal shall be heard by a Bench of not

Hearing by less than two Judges of the High Court and shall be decid-

Bench. ed in accordance with the opinion of such Judges or of

E:}.in 222(]‘), the majority, if any, of such Judges. .

fs. 66A{1) (2 .. Where there is no such majority, the Judges

Frov.} shall state the point............ upon which they differ, and the

case shall then be heard upon that point only by one or
more of the other Judges of the High Court, and such
point shall be decided according to the opinion of the
majority of the Judges who have heard the case, including
those who first heard 1it.

Section 263, A copy of the judgment of the High Court shall be
Communica- sent to the Commmissioner. to the Appellate Assistang Com-
in appeal.  Tussioner and to the agssessee; and the Commissiongr shall
[s. 66(5), cause such steps to be taken as may be mecessary to give

part] effect thereto.

Section 266, ... The costs of the eppeal shall be in the discre-
[Cﬂi!;-(ﬁ)] tion of the High Court. . ' '
Section 267. (1) Notwithstanding that an appeal has been preferred

Refund cons- ynder this Chapter to the High Court, the refund, if any.

ﬂq“f:ﬂllm' °% due to the ussessee shall be made, unless the High Court

fﬁm makes an order authorising the postponement of the pay-
‘ment of the refund until disposal of the appeal.

{s. 66(7), {2) If, as a result of the appeal to the High Coprt, the

Proviso.] amount of an assessment is reduced............. the mmount -
over-paid shall be refunded with such interest gs the High
Court may fix, unless the High Court, on intimatioh given
by the Commissioner within thirty days of the rebteipt of
the result of such appeal that he intends to ask for leave
to appeal to the Supreme Court, makes an order authorising
the Commissjoner to postpone payment of such| refund
until the disposal of the appeal by the Supreme Court or
the rejection of the application for leave to appecl, as the
case may be. -

C—Appeals to the Supreme Court.

Section 268, An appeal shall lie the Supreme Court from anv
Appealable  judgment of the High Court delivered on an appea| prefer-

judgment.  yod under section £60 [66(}). main para, part’ embpdied in
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Clauses 268-271

section for appealable order] in any case which the High [s. 66A(2)]
gourt certifies to be a fit one for appeal to the Supreme :
ourt.

(1) The provisions of the Code of Civil Procedure, 1908, Section 269
relating to appeals to the Supreme Court shall, so far asHear:ng
may be, apply in the case of appeals under section 268 before ‘gﬂ su~
[S. 66A(2)] in the like manner as they apply in the case §ofios’
of appeals from decrees of a High Court: [s. 66A(s),

main para]}

Provided that nothing in this section shall be deemed (s.  66A(3),
to affect the provisions of section 263 or 265 [S. 66(5)] or 1t v,
............ section 273 [66(7), main paral. pari]

(2) The costs of the appeal shall be in the discrelion (New)
of the Supreme Court.

(3) Where the judgment of the High Court is varied s 66A(4).]
or reversed in the appeal,............ effept shall be given to
the order of the Supreme Court in the manner provided
in section 265 [S. 66, sub-section (5)] and section 267 [S.
§6(7) Prov.] in the case of a judgment of the High Court.

D—Appeals to the Central Board of Revenue.

(1) Any employer objecting to an order of the COM- Sccion 270
missioner refusing to recognise or an order withdrawing Appeals to
recognition from a provident fund may eppeal to the Cen- g':ar dccr“;{‘“
tral Board of Revenue in accordance with the provisions of mm_o il

section 301 [58B(4}]. [New]

(2) Any person in respect of whom a direction disquali-
fying him for representing an assessee ig made under section
324(4) {S. 61(3), main para, latter half] may appeal to the
Central Board of Revenue in accordance with the provi-
sions of section 324(4), Proviso [S. 61(3), Prov. {b)l.

E—Revision by the Commissioner.

{1) The Commissioner may call for and examine the Section 271
record of any proceeding under this Act, and if he con- Regyision of
siders that any order passed therein by the Income-tax Offi- g R e
cer is erroneous in so far as it is prejudicial to the interests venje.
of the revenue, he may, after giving the assessee an oppor- [s- $38(1}]
tunity of being heard and after makihg or causing to be
made such inquiry as he deems necessary, pass such order
thereon as the circumstances of the case justify, including
an order enhancing or modifying the assessment, or can-
celling the assessment and directing a fresh assessment.

(2) No order shall be made under sub-section (1)—

{a} to revise an order of re-assessment made under[. 333@]
the provisions of section 152 [34(1), (&) (b) power
to reopen], or

{b) after the expiry of years ffifom the date of the |
order sought to be rev E .



‘Bection 272
Revision  of
other orden.
(s 33A()h
TR#IN para,
5 33A(2),
main  para,
part]

[New]

[s.  33A()
Prav., {c}]

{s.
main
part}

33A (2},

para,

Ts. 334 (1)
Prov.(a),part,
and 8.33A(2);
1st Prov. {(a),
part.]

& g3A{1).
Prov.{a},part,
and 5.33A(2);
15t Prov. (a),
part]

[s. 33A{1),
Prov.(b).part
and 5.33A(2),
1st Prov. {b)}
[s. a3A{1),
Prov.(b},part
and s.q3A(2},
st Prov. (c)]

[ 33A(3))
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1) In the case of any order other than an order to
which section 271 [33B(1) and (2)] applies passed by an
authority subordinate to him, \ the Commissioner may.
either of his own motion or on an application by the assessee
for revision,............ call for the record of any proceeding
under this Act in which any such order has been passed
........... » and may make such inquiry or cause such inguiry
to be made and, subject to the provisions of this Act, may
pass such order thereon, not being an order prejudicial to
the assessee, as he thinks fit.

(2) Where an application for revision was made by the
assessee, he shall be given an opportunity of being heard
before the application is disposed of.

(3) The Commissioner shall not of his own motion re-
vise any order under this section if............ the order has
been made more than one year previousiy.

(4) In the case of an application for revision under this
section by the assessee, the application must be made with-
in one year from the date on which the order in question
was communicated to him or on which he otherwise came
to know of it, whichever ig earlier:

Provided that the Commissioner may, if he is satisfied
that the assessee was prevented by sufficient cause from
making the application within that pericd, admit an appli-
cation made after the expiry of that period.

(5) The Commissioner shall not revise any order under
this section in the following cases-—

{a) where an appeal agsinst the order lies to the
Appellate Assistant Commissioner............ but has
not been made and the time within which such
appeal may be made has not expired ;

{b) where an appeacl against the order lies to the High
Court but has not been made, and neither the time
within which such appeal may be made has expired
nor the assessee has waived his right of appeal ;

{c) where the order is pending on an appeal before the
Appellate Assistant Commissioner............ N

{d) where the order has been made the subject of an
appeal to the High Court, and the appeal is pend-
ing or hos been disposed of on the merits.

{6) Every application by an assessee for revision under
this section shall be accompanied by a fee of twenty-five
rupees. . _
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Clauses 272-377

Explanation 1—An order by the Commissioner declin- {s.33A(z)2nd
ing to interfere shall, for the purposes of this section, be proviea
deemed not to be an order prejudicial to the assessee.

Explanation 2—For the purposes of this section, the ;,  33A(2),
Appellate Assistant Commissioner shall be deemed io be Expl]
an authority subordinate to the Commissioner.

F-—General Section 273

Notwithstanding that an appeal has been preferred [ og 10 be
under this Chapter to the High Court or to the Supreme f;nd;ng a;,p_
Court, tex shall be payable in accordance with the assess- esis.
ment made in the case, unless the High Court or the [3.66(7)main
Supreme Court, as the case may be, grants stay of the para, add s.

collection of the tax pending the disposal of the appeal. ?P,ﬁ,f{-’;};, :‘:,t]

Section 2
............ The High Court may, on petition made for the Exccution for
execution of the order of the Supreme Court in respect of £o#s awarded
any costs awarded thereby, transmit the order for execu- erf“pm"
tion to any court subordinate to the High Court. (.66A(3),2nd
. vraviso,
Where as the result of an appeal to the Appellate Sectio,,i?s
Assistant Commissioner, the High gouﬂ. or the Supreme s ament
Court— of ansessment
on appeal.
(a) any change is made in the assessment of a firm OF [sg1(4) and
an association of persons or a new assessment of %2{%)', modi-
a firm or an association of persons is order- fied
ed to be made, or

{b) any alteration in any assessment has to be made,
............ the Income-tax Officer shall, whether or not a direc-
tion is given by the appellate authority, maoke an amend-
ment of the assessment so as to carry out the order of the
appellate authority, including, where necessary, an amend-
ment of any assessment made on any pariner of the firm
or any member of the assoctation.

In computing the period of limitation prescribed for Section 276
an appeal or an application under this Act,......ol. the gxclusion of
day on which the order complained of was' nade, and, if time talien for
the assessee was mot furnished a copy of the order when Py
the notice of the order was served upox him, the timef. 67AT
rfquéiite for obtaining a copy of such order, shall be ex-
cluded.

The Supreme Court may make rules, not inconsistent Scctionb 277
with the provisions of this Act, on all or any of the follow- Rules Dy the
1 preme
ing matters, namely— ) )

(a) the powers to be exercised and the procedure 1o [New)

be followed in appeals to the High Court under
this Chapter ; ¢

(b) any other matter which is to be or may be pres-
cribed by the Supreme Count under this Cﬁupter

. < i
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Clauses -278-280

Section 278 In this Chapter,—
Definitions.
[s. 66(8)] (a) ‘the High Court’ means,—

(i} in relation to any State, the High Court for
that State ;

{ii) in relation to the Union territories of Delhi and
Himachal Pradesh, the High Court of Punjab ;

(iii) in relation to the Union territories of Manipur
and Tripura, the High Court of Assam;

{iv) in relation to the Union territory of the Anda-
man and Nicobar islands, the High Court at
Calecutta ; and

{v) in relation to {he Union territory of the Lacca-
dive, Minicoy and Amindivi islands, the High
Court of Kerala ;

{New] {b) "status” means the category under which the asses-
see is assessed, with reference to the Finance Act
applicable to the cage, as “individual”, “Hindu
undivided family” and so on.

CHAPTER XXII

PENALTIES IMPOSABLE BY INCOME-TAX
AUTHORITIES

Section 279 ..., If any person without reasonable excuse fails to
Faiture to comply with ¢ notice issued under section 97 (7) [s. B4E(6),
furnish infor- earlier half], the Income-tar Officer may direct that such
g:’“"“s‘;iiif person shall pay a penalty not exceeding five hundred
bepis Ty rupees and a further penalty of the like amount for every
[s. , day after the infliction of such penalty during which the
farter half ] failure continues.

Section 280 (1) If the Income-tax Officer, or the Appellate Agsistant
S"““fgﬁ;ﬁ; Cornmissioner............ , in the course of any proceedmg°
or improper Uider this Act, is satisfied thet any person—

distribution
of profits erc.
[5.28{1),main
para]

(a) has without reasonable cause failed to furn'ﬁsh the
return of his total income which he was required
to furnish ......... under section 143 (1) [22{1)] or
by notice given under section 143 (2) {subisection
(2) of section 22] or section 154 [34 (1) (a) {b)] or
has without reasonable cause failed {o furnish it
within the time allowed and in the manner re-
quired by section 1 (1) (22 (1)]).or by. such’ notice,
as the case qay be, g

f. b r
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Clause 280

(b) has without reasonable cause failed to comply with
a notice under section 146 (1) Esub—section {(4) of

section 22] or section 147 (2) [sub-section (2) of
section 23], or

{e) has concealed the partigulars of his income or deli-

berately furnished inapcurate particulars of such
income,

he............ may direct that such person shall pay by way of
penalty,— )

(i) in the cas.e referred to in clause (a), in addition to.
the amount of the tax, if any, payable by him, a

sum not exceeding one and a half times that am-
ount, and

(ii) in the cases referred te in clayses (b) and (c), in
addition to any tax payable by him, a sum not
exceeding one and a half times the amount of the
tax, if any, which would have been avoided if the
income as returned by such person had been accept-
ed as the correct income. :

(2) When the person liable to penalty is a registered {sq8(r),Prov.
firm or an unregistered firm which has been assessed under (d)1

section 190 (b) [23 (5) (b)], then, notwithstanding anything
contained in the other provisiogs of thik Act, the penally
imposable under sub-section (I) shalli be @ sum not
exceeding— -

(i) in the case referred to ‘in clouse (a) of sub-section
{1), one and o half tithes the amount of the tax
............ payable by an. unregigtered firm on an
income equal to the firm's total income, and

(ii) in the cases referred to in clayses (b) and {c) of
sub-section (1),............ ane ond .a: half times the
difference between the .amount:af the tax............
payable by an unregistefed firm.on an income equal
to the firm's total income and the amount of the
tax. ... payable by én unregistered firm on an
income egual to the incpme of firm as actually
returned by it. ! ‘

pilure toi ish the return
143 (1) :[22 (1)] shall be

an a ¢ whose total
imuih gmount not charge-
and fiwe hundred rupees.

(3} (a) ...... No penalty for
of his total income under secti
imposed under sub-section (I)
income does not erceed the
able to tax in his case by one thi

Es.zB

a)]

i
(‘ },Prov., .
|

(b) Where a person has failed to comply with a notice 45,
under section 143 (2) [sub-section (2) of section 22] or Prov.(b)}

section 154 (section 34 (1) (a) ()] and proves that he has
no income liable {o tax, the pegalty i ble under sub-
section (1) shall not exceed ty-fi

+ I7—=1 Law Com./58 :

pees.
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[=.28(1},Prov. (¢} No penalty shall be imposed under sub-section (1)
{c}] upon any person assessable under section 169 (1) (i) read
with section 170 {42 (1) main para, latter half, part{ regard-
ing liability of agent to be assessed as representing neon-
resident] as the agent of a non-resident for failure to fur-

nish the return............ under section 143 (1) [22 (1)].
{s.28(2)] (4} If the Income-tax Officer, or the Appellate Assistant
Commissioner,............ in the course of any proceedings

under this Act, is satisfied that the profits of a registered
firm have been distributed otherwise than in aceordance
with the shares of the partners as shown in the instrument
of partnership on the basis of which the firm has been
registered under this Act,............ and that any pariner has
thereby returned his income below its real amount. he.........
may direct that such partner shall, in addition to the tax,
if any, payable by him, pay by way of penalty a sum not
exceeding one and a half times the amount of taxr which
has been avoided, or would have been avoided if the in-
come returned by such partper had been accepied as his
correct income ; and no refund or other adjustment shall be
claimable by any other partner by reason of such direc-
tions.

Section 281,  ceeeeeieiens Where any person fails to give the notice of
Failure  to Giscontinuance of his business, profession or vocation re-
give notice of quired by section 185 (3) [25 (ﬁ) earlier half], the Income-
discontinuan- tax officer may direct that a sum shall be recovered from
ce- him by way of penalty not exceeding the amount of tax
{s.25(2).latter gyhsequently assessed on him in respect of any income

part] of the business, profession or vocation up to the
date of its discontinuance.
Section 282 If the Income-tax Officer, in the course of any pro-

False estima- Ceedings in connection with the regular = assessment, is
1¢ of or failure Satisfied that any assesse— :

t adva-

noe tax. {a) has furnished under section 220 [sub-sectipn (2)
[s. 't :BA{G), or sub-section (3) of section 18A) an est:mFxte of
main para] the advance tax payeble by him which heknew

or had reason to believe to be untrue, or

(b) has without reasonable cause failed to furnish an
estimate of the advance taxr payeble by Him in
accordance with the provisions of section 220 (3)
[sub-section (3) of section 18A], :

"he may direct that such person shall, in addition -to the
amount of tax, if any, payable by him, pay by way of
penalty a sum not exceeding-—

[s. 18A(g), ay ... in the case referred to in clause (a&; one
Prov.} and a half times tiye amount by which the tax
actually paid during ithe financial year immefliately
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Clauses 282-285

preceding the assessment year, u.nder the provi.
sions of sections 215 to 228 [s. 18A] falls short of—

(1) eighty per cent. of the tax regularly assessed,
* as modified under the prowvisions of section 223
(18A (8)], or

{2) where a notice under section 218 [18A (1) {a),
Tnain para, part as embodied in section regard-
ing order of Income-tax Officer] was issued to
the assessee, the gmount payable thereunder,

whichever is the less; and

(11} in the case referred to in clause (b), one and a half
times the amount on which {nterest is payable
under section 223 [s. 18A(6)].

{1) No order imposing a penalty under this Chapter Section 283
shall be made.............. unless the assessee or the partner Protedure
or the other person on whom the penalty is sought to be [s. a8(s))

“imposed, as the case may be, has been heard, or has been

given a reasonable opportunity of being heard.

(2) The Income-tax Officer shall not impose any penalty [s. 28(6))
under section; 280 [s. 28(1) or (2)] or section 282 [18A(®]
without the previous approval of the Inspecting Assistant
Commissioner.

(3} An Appellate Assistant Commissioner, on making 5. 38(s))
an order under section 280 [2B(1) or (2)], shall forthwith
send a copy of the same to the Income-tax Officer.

No prosecution for an offence against this Act shall be sec{ion 284
instituted in respect of the same facts on which a penalty Barpgainst
has been imposed under this Chapter. mu;aon-

s. 28{4.

CHAPTER XXIII
OFFENCES AND PROSECUTIONS
¢ 0

(a) to grant inspection or :allow copies to be taken in
accordance with the provisions of section 139 [39]

y.
or deli«

If a person fails without reasonable gause or excuse—  Secion 285
Fai%
relurns

; ver
. . . : . ternefnits
(b} to furnish in due time any of the returns mentioned 2: W ins-

in section 166(4) [Sedtion 19A}, 166(1) [section pection.

20A], 166(2) [section 21] 143(2) [sub-section (2) of Is i.‘» open-

section 22] or 138 [section 387; ‘{’;ssi?:i :
i

[s. 81ic

{¢} to produce, or cause to be produced, on or before [s. 5:{d)}
the date mentioned in any ngtice under section
146(1) [Sub-section (4); of sectiby 22] such accounts |
and documents as are; referreq to in the notice;

' : : I R
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[s. 51(a)} (d) to deduct and pay tax as required by sections 201

to 204 [all sections embodying section 18] or under

section 235(2) [Sub-section (5) of section 46]1; or

[». 5:(b)] (e} to furnish a certificate required by section 211 [sub-
section (9) of section 18] or by section 167 [section
20] to be furnished;

![" 3 9 he shall, on conviction before a Magistrate, be punighable
st par with fine which may extend to ten rupees for every day
during which the default continues.

Section 286 If a person makes a statemént in gny verification under
,F,::f,ﬁ state-  this Act which is falge, and which he either knows or be-
declaration. 1€ves to be false, or does not believe to be true, he shall...

, on conviction before a Magistrate, be punishable

[s- 521 w1th51mple imprisonment which may extend to six mébnths,
or with fine which may extend to one thousand rupees, or
with both.

Section 287 (1) A person shall not be proceeded against for an

P’{::C“‘.“"‘ offence under section 285 [51] or section 286 [52] except at

mes of Tnspec. the instance of the Inspecting Assistant Commissionkr.

ting Assistant

&;_‘“““3“’" (2) The Inspecting Assistant Commissioner may pither

bs. 531 before or after the institution of proceedings compounii any

$ 38 such offence.
- i
Section 288 (1) If a public servant diseloses any particulars, the dis-

Bisclosure of closure of which is prohibited by section 141(2) {S. [54(2),
Pz‘gl‘f:l?;::;f earlier part, as incorporated in C%apter on Income-iax Au-
Ly thorities], he shall, om convietion before ¢ Magistrate, be
5. 54(2), punishable with imprisonment which may extend six

fattes part) months, and shall also be liable to fine. ;

{s. 5405} {2) No prosecution shall be instituted under thif sec-
tion except with the previous sanction of the Commisgioner,

i

CHAPTER XXIV' :

RECOGNISED PRDVIDENT FUNDS I

ReComition i
Seciion 289, {1) The Commisgioner......,.. may accord recoghition
According & to any provident fund which, in his opinion, satisfids the

. withdrawal  eqnditions prescribed in section 290 [58C embodied in sec- .

of . F*8"" tion for conditions) and the rules made thereunder, and

. 58B(t).] Y at any time, withdraw such recognition if, in hig opi-

5P nion, the provident fund coptravenes any of those con-
ditions: y i ;

I |
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. 58(C) (1) (g) latter part], satisfy the, conditions set out by
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Clauses 289-290
Provided that the Commissioner may,—

(a) subject to such conditions; if any, as he may con-
sider mecessary, accord recognition to any provi-
dent fund maintained by an enterprise which has
been exempted from any or &l of the provisions
of any scheme framed under the Employees’ Pro-
vident Funds Act, 1958, notwithstanding that any 1g of 1952.
of the conditions mentioned in section 290 [58C
embodied in section regarding conditions) are not
satisfied ; and :

(b) withdraw such recognition if, in his opinion, the
provident fund contravenes any of the conditions
subject to which recognition was accorded by him.

(2) An order according recognition shall take effect [s. §8B(2).)
on such date as the Commissioner may fix in accordance
with any rules the Central Board of Revenue may make
in this behalf, such date not being later than the last day
of the financial year in which the order is made.

(3) An order withdrawing recognition shall take effect s. ;83(3).]
from the date on which it is made. :

{4) An order according Tecognition to a provident [s. 8B (3A)]
fund shallgnot, unless the Commissioner otherwise directs, °

be affected by the fact that the fund is subsequently amal-

gamated with another provident fund on the occurrence of

an amalgamation of the undertakings in connection with

which the two funds are mainfained, or that it subsequent-

ly absorbs the whole or a part of anather provident fund

belonging to an undertaking which is wholly or in part
transferred to or merged in the underiaking of the em-

ployer maintaining the first mentionéd fund. :

. 1
In order that a provident fund may receive and retain Secfion 2go
recognition, it shall, subject to the grovisions of section Conlitions to

291 [s. 538C(1) Provisos to cls. (a), (b}, (d). 58F(4), 58(D), be sati%

below and any other conditions which ¢he Central Govern- g,
ment may, by rules, prescribe—-

is. 58C{1)

. ope ing
(a) All employees shall be employpd in India, or shall {s. 58C(1)
main

be employed by an employet whose principal (a),
place of business is in India. para.

* - [ ] .

{b) The contributions of an employee in any year [s. . §8C(1)*
shall be a definite proportion af his salary for that (b),,  mamn
year, and shall be deducted by the employer from Pard]
the employee’s salary in that proportion, at each
periodical payment of such gplary in that year,
and credited to the loyee'y jedividual account
in the fund. ] : i )
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* - *

{s. 5;30{: } )

g o @ The contributions of an employer to the in-

dividual account of an employee in any year shall
not exceed the amount of the contributions of the
employee in that year, and shall be credited to
the employee’s individual account at intervals not
exceeding one year.

[s-  58C(:) (d) The fund shall consist of contributions as above
g)r-_‘ p main specified and of donations, if any, received by the

trustees, of accumulations thereof, and of interest
{(simple and compound), credited in respect of such
contributions, donations and accumulations, and
of securities purchased therewith and of any ca-
pital gains arising from the sale, exchange or
transfer of capital assets of the fund, and of no
other sums.

* - ]
E:-).]SB(C) (1) (e) The fund shall be vested in two or more trusiees

or in the Official Trustee under a trust which shall
not be revocable save with the consent of all the

beneficiaries. :
[, 58C0) (f) The employer shall not be entitled to recovet any
] sum whaisoever from the fund, sav® in cases

where the employee is dismissed for miscohduct
or voluntarily leaves his employment otherwise
than on account of ill-heaith or other unavoidable
cause before the expiration of the term of service
gpeciﬁed in this behalf in the regulations of the
und.

In such cases the recoveries made by the employer
shall be limited to the contributions made by him to the
individual account of the employee, and to interest {(sim-
pile and compound) credited in respect of such contribu-
tions and accumulations thereof, in accordance with the
regulations of the fund. ’

fs.  58G(1) {g) The accumulated balance due to an employee; shall
(i);t] carlier be payable on the day he ceases to be an employee
part. of the employer maintaining the fund..........

[s. s58C(D) {h) Save as provided in clause {g), or in accor'gian_ce
(LIE with such conditions and restrictions as the Cen-

tral Government may, by rules, prescribe, n¢ por-
tion of the balance to the credit of an employee
shall be payable to him. '

Section 201, (1) Notwithstanding anything contained in section
Relaxation of 200(a) [38C(1), (a) main para]. the Commissioner may, if
conditions. he thinks fit, and subject to puch conditions, if any, as he
{s. 58C{(:) thinks proper to attach to thie : recognition, accord rerogni-
(a}, Prov.]  tion to a fund mainqined byi an employer whose pripcipal
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place of business is not in India, provided the proportion
of employees. . ......... .. employed outside India does not
exceed ten per cent.

(2) Notwithstanding anything contained in section [s.  58C(1)
290(b) [58C(1) (b) main para], an employee who retains (b) Proviso).
his employment while serving in the armed forces of the
Union or when taken into or employed in the national ser-
vice under any law for the time being in force, may, whe-
ther he receives from the employer any salary or mot, .con-
tribute to the fund during his service in the armed forces
of the Union or while so taken into or employed in the
national service a sum not exceeding the amount he would
have contributed had he continued to serve the employer.

(3) Notwithstanding anything contained in section .  sC

290(d) [58C(1)(d) mam para} or section 280(g) [58C(l) (g), tatier
(g). earlier part],— part:]
(a) at the request ...... made in writing by the em-

ployee who ceases to be an employee of the em-
ployer maintaining the fund, the trustees of the
fund may consent to retain the whole or any part
of the accurmulated balance due to the employee
to be drawn by him at any time on demand ;

(b) where the accumulated balance due to an employee $8C(1)
who has ceased to be an employee is retained in (g) proviso.)
the fund in accordance with clause (a) of this sub-
section, the fund may consist also of the accumu-
lated balance due to the employee.... ... and of
interest (simple and compound) in respect thereof

{4) Subject to any rules which the Ceniral Governi- {u."38D ]
ment may make in this behalf, the Commissioner may, in
respect of any particular fund, relax the provisions of sec-
tion 280(¢) [58C (1) (c)]—

{a) so as to permit the payment of larger contribu-
tions by an employer to the individual accounts
of employees whose salary does not exceed five
hundred rupees per mensem ; &and

(b} so as to permit the crediting by employers to the
individual accounts of emplpyees _of periodical
bonuses or other contributians of a contingent
nature, where the calculation and payment of such
bonuses or other contributions is provided for on
definite principles by the regulations of the fund.

(5) Notwithstanding anything contained in section 290 s 58](s).2
{h) [B8C(1¥], ... .. in order to enable an employee to
pay the amount of tax assessed on hig fotal income as de-
termined under section 299(3 [58J(3) he shall be enti-
tled to withdraw from the ance -f¢ his credit in the
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recognised provident fund a sum not exceeding the dif-
ference between such amount and the amount to which
he would have been assessed if the transferred balance
referred to in section 299(3) [s. 58 (3)] had not been in-
ciuded in his total ingome.

Section 292 Where there is a repugnance between any regulation
Repugnancy Of @ recognised provident fund and any provision of this
in requiations. Chapter or of the rules made thereunder, the regulation
[s. 8C(2).) Shall, fo the extent of the repugnance, be of no effect.

The Commissioner may, at any time, require that such
;‘epggnance shall be removed from the regulations of the
und.

Treatment of contributions and balances.

Section -293, Any sum paid by an employer by way of contribition
Employer's  jowards a recognised provident fund shall be deductéd in
o n COMpUting his income for the purpose of assessment..
deducted in

assessing  his

Income.

{New} That portion of the annual accretion in any prepious
Section 2g94. year to the balance at the credit of an employee partici-
Employer's pating in a recognised provident fund as consists of—

annual (a) contributions made by the employer in excegs of
bations . ten per cent. of the salary of the employee, and

when deemed (b} interest credited on the balance to the eredit of

o br income the employee in so far as it exceeds one-thind of

empioyce. " the salary of the employee or is allowed at a'rate

[s. 58E.) . exceeding the rate fixed by the Central Govern-

B gent in this behalf by notification in the Official
azette, '

shall be deemed to have been received by the emplt:yee
in that previous year and shall be included in his total
income for that previous year, and shall be liable t¢ in-
come-tax and super-tax,

Section 295. An employee participating in a recognised provident
Employee’s fund shall be entitled to a deduction_ from the amount of
contributions income-tax on his total income:with which he is chargaable
) g’:‘mp“"“ for any assessment year, of an 4mount equal to the in -
{s. 58F.] tax caiculated gt the average rate of income-tax on his own
contributions to his individual account in the fund in| the
vrevisus égeafr, in so far as the aggregate of such conttibu-
. tions.. ... oes not exceed one-fifth of his salary in that
vious year or eight thousand rupees, whichever is less, |

. The accumulated balance due and becoming pay-
if:‘;:‘:;’u!:?f& able to an employee dpa_rticipating in a recognised provifient
balance-Ex- fund shall be excluded from the computation of his total

ciusion from income—
total income.

[ 538G () _
and s. 7(}}, o . .\ :
Expl. 2, pro- (1) if he has rendered confinuous service with his

viso, part] . plower for a an'.od of file years or more, or

em-
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{it) if, though he has not rendered such continuous ser-
vice, the Commissioner......... , being of the opinion
that the service has been terminated by reason of
the employee’s ill-health, or by the contraction or
discontinuance of the employer’s business or other
cause beyond the confrol of the employee, allows
the employee the benefit of this section.

(1) Where the accumulated bulance due to an employee Section 297.
participating in a recognised provident fund is included in Tax on acce.
his total income owing to the provisions of section 296 [58G mulated ba-
(2)] not being applicable, the Income-tax Officer shall cal- Jance.
culate the total of the various sums of income-tax and [s $8G(3)]
super-tax which would have been payable by the employce
in respect of his total income for each of the years con-
cerned if the fund had not been a recognised provident
fund, and the amount by which such total exceeds the total
of all sums paid by or on behalf of such employee by way
of tax for such years shall be payable by the employee in
addition to any other income-fax and super-tax for which
he may be liable for the previous year in which the accu-
mulated balance due to him becomes payable.

{2) Where the accumulated balance due to an employes [s. 58G(1)
participating in a recognised provident fund which is not lattdr pan}.
included in his total income under the provisions of section
296 [58G (2)] becomes payable........ , an amount equal to
the aggregate of the amounts of super<tax on annual ac.
cretions that would have been payable-under section 58E
of the Indian Income-tax Act, 1922, for any assessment year 11 of 1g22.
upto and including the assessment ydar 1932-1933, if the -
Indian Income-tax (Second Amendment) Act, 1933, had come ,g § ;944.
into force on the 15th March, 1930, shall be payable by the
employee in addition to any other taxr payable by him for
the previous year in which such balante becomes payable.

The trustees of a recognised provident fund, or any Section 2g8. '
person authorised by the regulations of the fund to make 5 o .
payment of accumulated balances due’to employees, shall, ;aude of in-
in cases where section 297 (1) EBG(:&)} dpplies, at the time -tax pa-
an accumulated balance due an employee is paid, de-tabk . on
duct therefrom the amount payable under section 297 (i) §% c‘;“"i
iS. 58G(3)]......... ., and all the provisiohs of sections 206 to )
211 [18(4) to 18(9)] shall apply as if the accumulated bal- (& P ¥)
ance were income chargeable under thé head “Salaries”. !

(1) Where recognition is accorded ‘to a provident fund Se"‘L"“ 299.
with existing balances, an adcount shall be made of the pypiment of
fund up to the day before the day on which the recognition baignce in
takes effect, showing the balance to tHe credit of each ermn. newly recog-
ployee on such day, and containing such further particulars tiscf provi-

as the Central Board of Revenue may prescribe. _ gsm 31{‘3?‘:;]

. {2) The account shall al show : in respect of the {= PI)].
balance to the credit of each gmployed the amount thereof
which is to be transferred to that emplpyee’s account in the .
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{s. s81(s)].

Section goo0

260

Clauses 299-301

recognised provident fund, and such amount (hereinafter
called his transferred balance) shall be shown as the
balance to his credit in the recognised provident fund on
the date on which the recognition of the fund takes effect,
and sub-section (3) of this section and sub-section (5) of
section 281 [s. 58J(3) (4)] shall apply thereto.

Any portion of the balance to the credit of an em-
ployee in the existing fund which is not transferred to the
recognised fund shall be excluded from the accounts of the
recogrsed fund and shall be liable to income-tax and
super-tax in accordance with the provisions of this Act,
other than this Chapter.

(3) Subject to such rules as the Central Board of Reve-
nue may make in this behalf, the Income-tax Officer shall
make a calculation of the aggregate of all sums comprised
in. a transferred balance which would have been liable to
income-tax if this Chapter had been in force from the date
of the institution of the fund, without regard to any tax
which may have been paid on any sum, and such aggregate
(if any) shall be deemed to be income received by the em-
ployee in the previous year in which the recognition of the
fund takes effect and shail be included in the emplbyee’s
total income for that previous year, and, for the putposes
of assessment, the remainder of the transferred balance
shall be disregarded, but no other exemption or relipf, by
way of refund or otflerwise, shall be granted in respect of
any sum comprised in such transferred balance:

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

(4) Nothing in this section shal} affect the rights bf the
persons administering an unrecognised provident tund or
dealing with it, or with the balance to the credit of any
individual employee, before recognition is accorded, in any

‘manner which may be lawful.

Other provisions
(1) The accounts of a recognised provident fund; shall

Accounts of he maintained by the trustees of the fund and shalllbe in

recognised
provident
funds.

{s. 58—-1]

Section go1.
Appeals,
{3758 B(q)]

particulars, as the Central Board of Revenue may! pres-
cribe. .

such form and for such periods, and shall contain! such

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

An employer objecting to an order of the Commis-
sioner refusing to recognise or an order withdrawing recog-
nition from a providept fund may appeal, within sixty deys
of such order, te thejCentralj Board of Revenue. ;
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The appeal shall be in the form and shall be verified in
the manner prescribed by the Central Board of Revenue.

(1} Where an employer who maintains a provident fund Section 302,
(whether recognised or not) for the benefit of his employees Treatment of
and has not transferred the fund or any portion of it, trans- fund transfer-
fers such fund or portion to trustees in trust for the em- "id by o
ployees participating in the fund, the amount so transfer- Poree ™
ged shall be deemed to be of the nature of capital expendi- (s. 58K]

ure,

(2) When an employee participating in such fund is
paid the accumulated balance due to him therefrom, any
portion of such balance as represents his share in the
amount so transferred to the {rustee (without addition of
interest, and exclusive of the amployee's contributions and
interest thereon) shall, if the employer has made effective
arrangements to secure that tax shall be deducted at source
from the amount of such share when paid to the employee,
be deemed to be an expenditure by the employer within
the meaning of section 37 [clause {xv} of sub-section (2)
of section 10}, incurred in the previous year in which the
accumulated balance due to the employee is paid. .

(1) All rules made under this Chapter shall be subject Section 303.
to the provisions of section 329 (4) [sub.section (5) of sec- P’I"‘t‘i""_‘"
tion 581. : ;eal;ng
[s. 58 L.}

to

(2) In addition to any power conferred by this Chap-
ter, the Centrd]l Government may make rules—

(a) prescribing the statements and other information
to be submitted with an application for recogni-
tion ; . .

(b) limiting the contributions to a recognised provi-
dent fund by employees of a company who are
shareholders in the company ;

{c) providing for the assessment by way of penalty of
any consideration received by an employee for an
assignment of, or creation of m charge upon, his
?ensﬁcial interest in a recognised provident

und ;

(d) determining the extent to and the manner in
which exemption from payment of income-tax and
super-tax may be granted in respect of contribu-
tions and interest credited to the individual ac-
counts of employees in a provident fund from
which recognition has been withdrawn ; and

(e} generally, to carry out the purposes of this Chap-
ter and {o secure such further contirol over the
recogniiion of providept fundg and the adminis-
tration of recognised ?rovide it funds as it may
deemn requisite. ' .
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Section 504. This Cha

i _ pter shall not apply to any provident fund to
of this cbap- Which the Provident Funds Act, 1925, applies.

ter.

Is. 59M3 |
tg of 102y
%.f&;‘i?,m?f"’ mrgn this Chapter, unless the contert otherwise re-
[s. 58A)  quTes,—

(a) a “recognised provident fund” means a provident
fund which has been and continues to be recog-
nised by the Commissioner, in accordance with
the provisions of this Chapter;

(b) an “employer” means any person who maintains
a provident fund for the benefit of his or its em-
- ployees, being—

(1} a Hindu undivided family, company, firm or other
association of persons, or

(1) an individual engaged in a business, profession

. or vocation whereof the profils and gains are as-
sessable to income-tax under the head “Profits

and gains of business, profession or vocation”,. ...

{¢) an “employee” means an employee -participating
in a provident fund, but does not include a per-
sonal or domestic servant;

behalf of any employee out of his salary, or py an
idual
any

(d) a “contribution” means any sum credited by jor on
employer out of his own monies, to the indti‘E
account of an employee, but does not includj
sum credited as interest; _

(e) the “balance to the credit” of an employee l:neans
the total amount to the credit of his individual
account in a providernt fund at any time;

(£) the “annual accretion” to the balance to the predit
of an employee means the increase to such bglance
in any Yyear, arising from contributions and in-
terest;

{g) the “accumulated balance due” to an emgloyee
means the balance to his credit, or such éx riion
thereof as may be claimable by him undér the
regulations of the fuhd, on the day he ceas¢s to
be an employee of the employer maintaining the
fund; and :

{h) the “regulations of a fynd” means the special body
of regulationg goverging the constitution and ad-
ministration“ff a paqie_ular provident fund,

' i
il
H 1 !
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CHAPTER XXV
APPROVED SUPERANNUATION FUNDS

Approval

(1) The Central Board of Revenue may accord appro- Section 306.
val to any superannuation fung or any part of a superan. Appfoval and
nuation fund which in its opinion complies with the re- :;Lm“;:!l

uirements of section 307 {58P}, and may at any time with- pp'g '
raw such approval, if in its opinion, the circumstances of (% $8-C1

the fund or part cease to warrant the continuance of the
approval, :

(2) The Central Board of Revenue shall communicate
in writing to the trustees of the fund the grant of approval
with the date on which the approval ig to take effect, and,

where the approval is granted subject to conditions, those
conditions,

(3) The Central Board of Revenue shall communicate
in writing to the trustees of the fund. any withdrawal of
approval with the reasons for such withdrawal and the
date on which the withdrawal is to take effect.

(4) The Central Board of Revenue shall neither refuse
nor withdraw approval to any superansuation fund or any
part of a superannuation fund unless it hag given the trus-

tees of that fund a reasonable opportunity of being heard
in the matter.

{1) In order that a superannuation fund may receive Section or.
and retain approval, it shall satisfy the conditions set out Conditions
below and any other conditions which the Central Govern- o
ment may, by rules, prescribe—- {s. 5¢-P

{a) the fund shall be a fund estabilished under an ir- "  paral
revocable trust in commection’ with a3 trade or -
undertaking carried on in India ;

(b} the fund shall have for its sol¢ purpose the provi-
sion of annuities for employdes in the tmade or
undertaking on their retirement gt or after a speci-
fied age or on their bekoming incapacited prior to
such retirement, or for the widows, children or
dependants of persons who are ¢r have been such
emplfoyees on the death of thodge.persons; and

(c) the employer in the trade or undertaking shall be’ .
a contributor to the fund, ;

2)......... The Central Boajd of d%qv_en'ue may, if it(s.587,
thinks fit and subject to sudh condi#ibns, if any, as it Frovio}

thinks proper to attach to the approvak approve a fund or
any part of a fund— -

(i) notwithstanding that the rules of the fund provide
for the return in certain contingencies of contribu-
tions paid to the fund, or

(ii}. if the main purpose of the fund is the provision of

such annuities as aforgsaid, ithstanding that
such provision is not it sole p .




264

Clauseg 307-310

{iii)} notwithstanding that the trade or undertaking in
connection with which the fund is established is
carried on only partly in India.

{ New ) (3} Where there i a repugnance between any rules of
an approved superannuation fund or the terms of the in-
strument under which the fund is established and any pro-
vision of this Chapter or of the rules made thereunder, the
riles of the fund or the terms of the insirument under
which the fund is established, as the case may be, shall,
to the extent of the repugnance, be of no effect; and the
Central Board of Revenue may at any time require that
such repugnonce shall be removed from the rules of the
fund or the terms of the instrument, as the case may be.

Section 308. (1) An application for approval of a superannuation

Application  fund or part of a superannuation fund for any assesgment

for approval. yeqr shall be made in writing before the end of that year

{+58Q) by the trustees of the fund to the Income-tax Officer by
whom the employer is assessable, and shall be accompariied
by a copy of the instrument under which the fund is estab-
lished and by two copies of the rules and of the accounts
of the fund for the last previous year for which sueh ac-
counts have been made up. The Central Board of Revenue
may require such further information f{o be supplied as il
thinks proper.

{2) If any alteration in the rules, constitution, objects
or conditions of the fund is made at any time after the
date of the application for approval, the trustees of the
fund shall forthwith communicate such alteration to the
Income-tax Officer mentioned in sub-section (1), and in
default of such communication any approval given :shall,
unless the Central Board of Bevenue otherwise orders, be
deemed to have been withdrawn from the date on which
the alteration took effect. : ;

Treatment of investments and contributions.

Section 309. 1t Income derived from investments or deposits of an
Income from approved superannuation fund, and any capital gaing aris-
investments . ing from the sale, exchange dr transfer of ¢apital asgets of
fs. 58R main such fund, shall not be included in the total income bf the
para, par{)  person in receipt thereof.

Section 310. ... Any sum paid by an employer..... by way con-

Employer's {ribution towards an approved superannuation fund shall
COntri-

butiom— be deducted in computing his income...... for the¢ pur-
Deduction  Pose of assessment: . : :

for, .

[s. 58R, main ) ] : )
para, part] Provided......that where the contribution is not ag ordi-
{s. 58R, 2nd nary annual contribution, it ghall be treated as the Central
Prov.] Board of Revenue may direct, either as a deduction for the

vear in which -the sum is paid, or as a deduction to be
spread over such petiod of years as the Central Boprd of
Revenue thinks pro;*zr. ' :
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Clauses 311-315

Where the assessee is an employee participating in an Section 311
approved superannuation fund, any swm paid in the pre- ED“‘P'F’J"“
vious year by him by way of contributien towards the super- mﬁr_’w';;m
annuation fund shall, in so far as such sum is an ordingry exempt.
annugl contribution, be treated for all the purposes of this

Sa . . . ! [s. SR, mai
Act as if it were a sum.to which the provisions of section pari, t

ars

88 [15) apply. ;“d. ] Pt
. TOViSO

Where any amount standing to the credit of an em- Scction g0,

ployee in an approved superamnuation fund is paid to the Contribution

employee during his lifetime but not at or in connection P&d to cm-

with the termination of his employment, the amount so Heomeg | hen

paid -shall be deemed for the purposes of income-tax (but be income.

not for the purposes of super-tar) to be income of the em- 5. 588 (1))

ployee of the previous year in which it is so paid to him. .

Where any amount standing to the credit of an em- Section 313.
ployee in an approved superamnuation fund is paid to the Deduction of
employee during his lifetime but not at or in connection (X% on contri-

with the termination of his employment, ... ... income- ¥ Homs paia
tax {but not super-tax) on the amount SO......... paid shall, ployee.

except in the case of an employee whese employment was [s. 585 (2)]
carried o abroad, be deducted by the trustees of the fund

at the average rate of income-tdr at which the employee

was liable to income-tax during the preceding three years

or during such period, if less than three years. as he was

2 member of the fund, and shall be paid by the trustees

to the credit of the Central Government within the pre-

scribed time and in such manner as the Central Board of
Revenue may direct.

Other provisions.

Where an employer deducts from the emoluments paid Section  314.
to an employee or pays on his behalf any contributions of Eﬂd.mmn ]
that employee to an approved superannuation fund, he shall J°% pcz;uf
include all such deductions or payments in the return butipns on
which he is required to furnish under gection 166(2) [21). bebslf  of

employee to
be included
in raturn.

_ Is. 5BT]

If a fund or a part of a fund for aAny reason ceases {o Sect 31
be an approved superannuation fund, the trustees of the LiaHilitics of
fund shall nevertheless remain liable to account for tayx 'fusecs on

on any sum paid— Sstion of
(a) on account of returned contibutions {(including .
interest on contributions, if any), and (s. 5BU}

(b} in commutation or in lieu of apnuities,

in so far as the sum so paid is in respect of contribu-
tions made before the fund or part of the fund ceased to

be an approved superannuation fund under the provisions
of this Chapter. =
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Clauses 316-317

Section 316. The trustees of an approved superannuation fudd and
{j:“;gffgg;g any employer who contributes to an approved supe ua-
in respect of tion fund shall, when required by notice from the Ipcome-
superansua-  tax Officer, within such peridd, not being less then
tion funds. one days from the date of the motice, as may be
(s. 58V) in the notice, furnish such refurn, statement, part
information, as the Income-tqx Officer may require,

* = % ') s maw
“~ e
-
.- s 55 * b K

e = * % &= 1

Section 317 (1} ALl rules made under this Chapter shall be fubject
{:;;;g“’“‘ ‘o to the provisions of section 329(4) (sub-section (5) &f sec-
rules. tion 591. '
(New] o . :

(2} In addition to any power conferred by this Chapter,
the Central Government may make rules— '

{a) prescribing the statemments and other information to
be submatted with an application for apprdval;

{b) prescribing the retumms, statements, particu rs, or
information which the Income-taxr Officer y re-
quire from the trustees of an approved superdnnug-
tion fund or from the employer; :

(¢) limiting the ordinary annual contribution an any
other contributions t6 an approved superanniation
fund by an employer; !

F

(d) providing for the essessment by way o penglty of
any consideration regeived by an employee for an
assignment df, or creation of a charge upop, his
?engﬁcﬁal interest in an approved superannfiation

und, :

(e) determining the extent to and the manner in which
exemption frem peyment of income-tax and fuper-
tax may be granted in respect of any payment] made
from a supemnnuation fund from which al
has been withdrawn; I

(f) providing for the withdrawal of approval #h the
case of a fund which: ceases to satisfy the refuire-
ments of this Chapter or of the rules made there-
under; and ‘

(&) generally, to carry out the purposes of this pter
and fo secure such further control over the PO
val of superarnuation funds and the administration
of epproved guperanmuntion funds, as it mayldeem
requisite, ' '

-
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Clauses 318-320

In this Chapter, unless the contexrt otherwise requires,— Scotion 218
. Definitions.
(a) “approved superannuation fuad” means a super- {s. s8N]
annuation fund or any part of a superannua-
tion fund which has been and continues to
be approved by the Central Board of Revenue in
accordance with the provisions of this Chapter;

(b) “employer”, “employee” and “contribution” have, in
relation to superannuation funds, the meanings
assigned to those expressions in section 305 [58A]
in relation to provident funds;

{c) “ordinary annual .contribution” means an annual
contribution of a fixed amount or an annual con-
tribution computed on some definite basis by refe-
rence to the income chargeable wunder the head
“Salaries”, the contributions or the number of mem-
bers of the fund.

CHAPTER XXVI
MISCELLANEOUS

A —Miscellaneous provisions.

Income which has once been charged to income:taxr or Section 319.
super-tax in the hands of any person for any assessment Bar of double
year shall not be charged aggin to income-tar or super- éaxattéonA o
tax, as the case may be, in the hands of the same person, °F (R At
either for the same assessment year or for a different (VW]
assessment year. :

(1) A notice or requisition under this Act may be sery- Section 320,
ed on the person therein named either by post or as if it Seevice ~ of

were a summons issued by a court under the Code of Civil ,2°}ee—Ge-
Procedure, 1908. gf;-!gg 63]

(2} Any such notice or requisition may be addressed—

(a) in the case of a firm or a Hindu undivided family,
............ to any member of the firm or to the mana-
ger or any adult male member of the family ;

(b) in the case of a local authority, company, or other
association of persons............ , to the principal
officer thereof ;

{¢) in the case of any othey persom;(not being an indi-
vidual), to the person jwho nﬂwes or controls
his affairs, ; : :

18—] Law Com.j58.
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Clauses 321-323

Section ga1. (1) After a finding of total partition has been recorded

zf,f;'é:‘whcf: by the Income-tax Ogi_cer under section 181 [25A] in res-

family is pect of any Hindu fang,(, notices under this Act in respect
u

%isruptcd or of the income of the Hindu family shall—
rm  efc., I8 . ., . .
dissolved. {a) in the case of @ notice under section 154 [sub-section

{New {1) of section 34], be served on all persons who were
members of the Hindu family immediately before
the partision and the legal representative of any
such member who is deceased ; and

(b} in other cases, be served on the person who was
the last manager of the Hindu family, or, if such
person is dead, then on all adults who were mem-
bers of the Hindu family immediately before the
partition.

(2) Where a firm or other association of persons if dis-
solved, notices wunder this Act in respect Oof the
income of the firm may be served on any person who was
a partner (not being a minor) or member of the firm or
association, as the case may be, immediately before its dis-

solution.
g:‘:“.‘m 322 Where an assessment is to be made under sectiop 185
iy the 126(1)], or section 91(1) [section 25(3), latter half of sec-
cate of dis. tion 25(4) main para, latter half], the Income-tax cer
continued  may serve on the person whose income...... ... is to be
business. assessed, or in the case of a firm, on any person  who

{*25(6)) was a member of such firm at the time of its discon-
tinuance, or, in the case of a company, on the pri cipal
officer thereof, a notice containing all or any of the require-
ments which may be included in a notice under sectiop 143
(2) (s. 22(2)], and the provisions of this Act shall, far
as.may be, apply accordingly as if the notice were a riotice
isshed under section 143 (2) [s. 22 (2)]. !

3
Section 323. (1) There shall be endorsed on every document phich
Ma{;mz of has been placed on the record by any Income-tax authority
;;h’ ]“" the following particulars, namely— ;
ew .

(a) the number of the case, _
(b) the name of the person producing the documient,
(¢) the date on which it was produced, and "

]
(d)} a statement of its having been so placed o the
record ; '

and the endorsement shall be signed or initialled by the
Income-tax authority. '

(2) Where any Income-tax euthority bases any order or
any part of the order on any document, the Income-tax
authority shall erpregsly 1@ reference in ifs order to
such document, givinq particflars sufficient to identify the
document. | i



269
Clause 324

{1) Any assessee who is entitled or regquired o attend Segtion goy.
before............ any Income-tax authority in connection with Appearance
any proceeding under this Act otherwise than when reqguir- :’cy ‘:“‘h"t“f“d
ed under section 136 [37] to attend personally for examina- ,i\?,_mn 2
tion on oath or affirmation, may, subject to the other pro- . ()
visions of this section, attend by an authorised representa- par.) :
tive.

(2} For the purposes of this section, “cuthorised repre-
sentative” means a person authorised by the assessee in
writing to gppear on his behalf, being—

{s. 61 (1).
part}

{i) a relative of or a person regularly employed by . 6 (1))
the assessee; or............ part]

Qi) any officer of & Scheduled Bank with which 58 (1))
the assessee maintains a curféni account or has
other regular dealings ; or

(ili) any legal practitioner who ig entitled to practise s 6; (2)(ii)]
in any civil court in India ; or
s .- . 8
{iv) an accountant ; or 1[;1%] v (1)
{v) any other person who, immediately before the (. 6 (1)
commencement of this Act,. was ¢ lawyer, anpat, and
accouniant or an Income-taxr practitioner within 61°(2} (iv))
the megning of sub-section (2) of section 61 of
the Indian Income-tax Act, 1922, and was ectually 11 of 1922
practising as such.

Explanation.—In this section, “accountant” means als. 6: (2)
chartered accountant within the meaning of the Chartered (id]
Accountants Act, 1949, and includes, in relation to any State, 38 1949
any person who by virtue of the provisions of sub-section |
(2) of section 226 of the Companies Att, 1956, is entitled to * & 1956
be appointed to act as an auditor of companies registered
in that State. , i

ment service after the 1st day of April, 1938, shall be quali- man para,
fied to represent an assessee under swb-section (1); and if Pafd

any legal practitioner or............ accountant is found guilty .

of misconduct in connection with any income-tax proceed-

ings by the authority empowered to ta% disciplinary action ,
against members of the profession tb which he belongs, !
............ he shall be thenceforward disgualified fo represent

(3} No person who has heen disﬁ‘nissed from Govern- [3\6: (2)s

an assessee............ under sub-section (1).
4) . ... If any person, other thap a legal practitioner s 61 ()
or accountant, is found guilty of........... misconduct in con- ;;‘;’]‘ par

nection with any income-taxr proceedirgs by the prescribed
authority, the prescribed authprity maly direct that he shall
be thenceforward disqualified{to re;% nt an assessee un-
der sub-section (1) : ; . :
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Prov.]

[New]
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Clauses 324-329

{3), Provided that—

{a) no such direction shall be made in respect of any

person unless he is given a reasonable opportunity
of being heard ;

(b} any person against whom such direction is made
may, within one month of the making of the direc-
tion, appeal to the Central Board of Revenue to
have the direction cancelled ; and

{c) no such direetion shall take effect until one month
from the making thereof, or, when an appeal is
preferred, until the disposal of the appeal.

(5) A person disqualified to represent an gassessee by
virtue of the provisions of sub-section (3) of section 61 of
the Indwen Income-tar Act, 1922, shall be disqualified to

11 of 1g22.  reuresent an assessee under sub-section (I).

Section 325, A receipt shall be given for any money paid or recover-
Receipt 10 ¢d under this Act.

be given.

{s. 62] _ _ )

Sectinn g2 Every person deducting, retaining, or paying any tax

Indemnity. in pursuance of this Act in respect of income belonging to

fs. 6s] another person is hereby indemnified for the deduction, re-
tention, or payment thereof.
Section 327 No suit shall be brought in any civil court to set aside

Bar ofsuits in or modify any assessmeni made under this Act, and no
f:"%'_] rourl. prosecution, suit or other proceeding shall lie against any
5. 67

officer of the Government for anything in good faith done
or intended to be done under this Act.

Section 328 If on the 1st day of April in any assessment year pro-
Aﬂqt w ha;c vision has not yet been made by a Central Act for the
effect  pend-

v ing quisiative

charging of income-tax or super tar for that assessment

provision for Yeal. this Act shall nevertheless have effect until such pro-
charge of tax, Vision is so made as if the provision in force in the preted-

ing assessment year or the provision proposed in the ‘Bill
[s. 67 B] X ] ;

then before Parliament, whichever is more favourable to

the assessee, were actually in force,

B-—Rules,

Section  g20. (1} The Central Board of Revenue may. subject to the
p""{” ) ® control of the Central Government, by notification in. the
’[’:a_';]r“ * Gazette of India, make rules for carrying out the purposes
s 5

of this Act and for the ascertaipment and determinatiop of

any class of income. Sugh rules;may be made for the whole
of India or for such part therepf as may be specified. i

i
i
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Clause 329

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

{a) prescribe the manner in which, and the procedure
by which, the income.......... .. shall be arrived at
in the case of—

{i} income derived in part from agriculture and in
part from business ;

(i1} persons residing out of India;

{b} provide for the determination of the value of any
perquisite chargeable to tax under this Act in such
manner and on such basis as appears to the Central
Board of Revenue to be proper and reasonable;

(c) prescribe the procedure to be followed on applica-
tions for refunds;

{d) prescribe the procedure for giving effect to the
terms of any agreement for the granting of relief
in respect of double taxation or for the avoidance
of double taxation which may be entered into by
the Central Government under this Act;

{e) provide j'or the maintenance of a register of persons
other than legal practitioners or accountants gs
defined in section 324(2), Explanation (61], p‘ractw—
img before Incomestax authorities and for the con-
stitution of, and procedure to be followed by, the
authority referred to in sub-section (4) of section
324 [s61],

{f) provide for the issue of certificates venfymg the
payment of taxr by dssessees;

{g)} provide for any matter which by this Act:is to be
or may be prescribed.

(3) In cases coining under clause {a) of sub-se¢tion (2),
where the income...... D aple to tax cannot be definitely
ascertamed, or can. be ascefthined only with an athount of
trouble and expense to the :assessee which in the opinion
of the Central Boatd of Revenue is unreasonable, ?he rules
made under that sub-sectioﬂ may-— ,

(a) prescribe methods by which an estimate’ ‘of such
income............ may be made, and

(b) in cases coming under sub-clause (i} of clause {(a)
of sub-section (2), prescribe the proportiop of the
income which shall be deemed to be income............
liable to tax;

and an assessment based an such estimate or pripportion
shall be deemed ti be & éx;nade in accordance lfith the
1

provisions of this Ac¢t.
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(4) All rules made under this section shall be laid
before each House of Parliament as soon as may be after
they are made, and shall be sibject to such modifications

as Parliament may make in thé session in which they are
so laid or the session immediately following,

C—Transitiongl provisions and repeal’

THE FIRST SCHEDULE
INSURANCE BUSINESS

(See section 44)

A—Life insurance business.

Rule 1. In the case of a person who carries on or at any time
Profits of life i the prewious year carried on life insurance business, the

prourance o Drofits and gains of such person from that business shail

computed  be computed separately from his......... profits and grins
separately.  from any other business.

[Schedule, .

Rule 1] )

Rule 2. (1) The profits and gains of life insurance busihess

Ocr"’;ll_’:ﬁ‘i‘;i";r shall be taken to be the greater of the following—. :;

life ynsurance

*’;“i"fd‘" (a) the gross external incomings of the previous year
k:?:ﬂ;k’ from that business, less the management expenses

of that year............ ;

(b} the annual average of the surplus arrived af by
adjusting the surplus or deficit disclosed by|the
4 of 1978 actuarial valuation mygde in accordance with|the
Insurance Act, 1938, i® respect of the last igter.
valuation period ending before the commencerpent
of the assessment yeat, s0 as to exclude f i
any surplus or deficit included therein which
made in any earlier inter-valuation period and!any
expenditure which is npt deductible under the -
visions of sections 30 to 40 [Sections regarding de-
ductions for bukiness] i computing income charge-
able under the.head “Profits and gains of business,
profession or vecation”.............

{2) ... The amount to he allowed as management
expenses under sub-rule (1) shall not exceed the aggregute
of the following—

(&) 73 per cent, of the premiums received during; the
previous year in respert of single premium;life
msurance poligies;...........

! K |
) Not drafted. Sce notes, *}z Y dilcu1i+y' ol the important points. '
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(b) in respect of the first year's premiums received
in respect of other life insurasgce policies for which
the number of annual premiunks payable is less than
twelve, or for which the nurhber of years during
which premiums are ‘payable is less than twelve,
for each such premium or each such year 7% per
cent. of such first year'’s premiums received during
the previoug year;............

(¢) 90 per cent. of the first year's premiums received
during the previous Yyear in respect of all other
life insurance policies;............

(d) in respect of all renewal premiums received during
the previous year, an amount calculated at such
percentage thereof as is permissible under sub-
section (2) of section 40B of the Insurance Act,
1938, as reduced by any expenditure which is
not deductible under- sectiong 30 to 40 [sections
regarding business deductions] in computing in-
come chargeable unddr the hded “Profits and gains
of business, profession or vocabien”.

In computing the surplus for the purpose of rule 2,
[Schedule, rule 2]— .

{a) four-fifths of the amounts pai__d-to or reserved for
or expended on behalf of palicy-holders shall be
allowed as a deduction: '
xkk wEE ’ okl "k

Provided............ that if any ameunt so reserved for
_policy-holders ceases to be so reserved, and is not paid to
or expended on behalf of policy-holders, that proportion of
such amount {one-half or foyr-fifths..as the case may be)
if it has been previously allowed as & deduction under this
Act or under the Indian Inchme-tatr- Act, 1922, shall he
treated as part of the surplus for thd peried in which the
said amount ceased to be so rejerved:

{b) any amount either written off; or regerved in the
accounts or through the actuaial valuation balance
sheet to meet depreciftion of pt loss on the realisa-
tion of investments sMall be afléwed as a deduction,
and any sums taken :credit fpz in the accounts or
actuarial valuation balance gheet on account of
appreciation of or gaihs on the realisation of invest-
ments shall be included in the surplus :

Provided that if upon iqvestigaim it appears to-the
Income-tax Officer after consyltation Wwith the Controller of
Insurance that having due regard fo

making reasonable provision for bothuses to participating
policy-holders and for contingencies, * he rate of interest or
other factor employed in defermining Ithe liability in res-
pect of ouistanding policies § materplly inconsistent with
the valuation of investments B4 ag

‘the necessity for-

Scu. I

F t{f 1938

R- c 3.
uctions
edute,
e 3]

t[Eof:gM
}

¢ially to reduce the
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surplus, such adjustment shall be made io the allowance
for depreciation or to the amount to be included in the
surplus in respect of appreciation of such investments as
shall increase the surplus for the purposes of these pro-
vigions to a figure which is fair and just;

{c) (i) interest received during the inter-valuation

: period in respect of any securities of the Cen-
tral Government which have been issued or
declared to be income-tax free, shall not be
excluded, but

(ii} no income-tax shall be payeble on the annual
average of the amount of such interest.........

Rule 4. Where for any year an assessment of the profits of life

Adjustment  1nsurance business is made in accordance with the annual

of tax paid gverage of a surplus disclosed by a valuation for an inter-

:g‘gﬁfg’:“"" valuation period exceeding twelve months, then, in com-

Sch. R e g PUtng the income-tax payable for that year, credit shall

{Sch., Rule 4] 1, 4¢ he given in accordance with section 207 [Section 1B (5),
fnain para, part regarding credit for tax deducted at
source] for the income-tax paid in the previous year, but
credit shall be given for the annual average of the income-
tax paid by deduction at source from interest on securities
or otherwise during such period.

B—Other insurance business.

Rule 5. The profits and gains of any business of insurance other
Computation than life insurance shall be taken to be the balange of
g{hf:"iﬁr::u ;’f the profits disclosed by the annual  accounts, copi¢s of
O uaora: which are required under the Insurance Act, 1938, g) be

furnished to the Controller of Insurance, subject to the

Sch., Rule 6 7 ; ; —
[Seh, Rale © following adjustments

pait] (a) any sum written off‘in the accounts as represerting
4 of 1938 depreciation of any building, machinery, pla®t or
[New] furniture used for the purposes of the business

shall be allowed as a deduction, whether such’ sum
is or is not adwmissible under the provisions of sec-
tion 32(1) clauses (i) and (ii) {10(Z} (i), subiect
to the condition that the aggregate of all such deduc-
tions allowed under this Act or under the Indian

1t of 1922 Income-tax Act, 1922, or under any Act repealdd by
that Act or under executive orders issued whep the
2 of 1886 . Indian Income-tax Act, 1886, was int force, shall, in

no case, exceed the original cost to the assessee of
the building, machinery, plant or furniture. ay the
case may be;

{8¢h., Rule 6, - (b) subject to the other provisions of this rule, any de-
carlicr  half duction which is not admissible under the provi-
part] sions of sections 30 to 40 (Sections regarding pusi-

ness deductiong] in computing the profits and gains
of a business skall be of ed back:
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(¢} any emount either written off or reserved in the [Sch, Rulcb
. adcounts to meet depreciation of or loss on the rea. later  hal
lisation of investments shall ba ellowed as a deduc- Ryje 4(b)
tion, and any sums taken cred# for in the accounts
on aecount of appreciation of or gains on the rea-
lisation of investments shall be treated as part of

the profits and gains.

C—Other provisions.

(1) The profits and gains of the branches in India of Rule6,
-a person not resident in India and carrying on any business Profits = and
‘of insurance, may, in the absence of more reliable data, 820%™ ’;:.';
be deemed to be that proportion of the world income of won.
such person which corresponds to the proportion which his rgen Rule8,
premium income derived from India bears to his total para 1)

premium income.

(2) For the purposes of this rule, the world income in {Sch., Rule8,
relation to life insurance business of a persen not resident paraz]
in India shall be computed in the manmer laid down in this
JAct for the computation of the profits and gains of life
insurance business carried on in India.
(1) For the purposes of rules 1 to 6 [other rules regard- ﬁ‘:‘? L
ing insurance business] and of this rule— ,i(,;rp
(i) “gross external incomings” means the full amount {Sck., Rule
of incomings from interest, dividends, fines and 5(ii}]
fees and all other incomings from whatever
source derived (excapt premiums received from
policy-holders and interest ang dividends on any
annuity fund), and includes also profits from re-
versions and on the sale or the granting of annui-
ties, but excludes profits on the realisation of in-
vestments:

Provided that incomings, including the annual value of
‘the property occupied by the assessee, which but for the
provisions of section 44 [10(7}] would have been assessable
under the head “Income from house property”’, shall be
computed in the manner applicable to income chargeable
under that head, and that there shall be allowed from such
gross incomings such deductions as aré permissible in res-
‘zect of income chargeable under that hend;

i
(ii) “investments” includes securities, stocks and [Sch., Rule 5

shares; {v) imodified]
(iii} “management expenses” means the full amount g?ﬁ%] Rute-

of expenses (including commissions} incurred ex-
clusively in the management of the business of

life insurance. and in the case of a company carry-

ing on other classes of business as well as

the business of life ipsurance, in addition thereto

. a fair proportion of the expanses incurred in the

* . general managemegt of the; whole business.
1 ]
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Bonuses or other sums paid to or reserved on
behalf of tﬁolicy-holders, depreciation of, and
losses on the realigation of investments, and any
expenditure other than expenditure which may
under the grovisions of sections 30 to 40 [Sections’
regarding business deductions) be allowed for in
computing the profits and gains of a business, are
not management expenses for the purposes of
rules 1 to 6 [all other rules regarding insurance
business] and of this rule;

(iv) “life insurance business” means life insurance
business a$ defined in clause (11) of section 2 of

the Insurance Act,_ 1938;
{v) “rule” means a rule contained in this Schefiule.

(2) References in rules 1 to 6 {other rules regarding in-
surance business] and in this rule to the Insurancé Aect,
1938, or any provision thereof, shall, in relation to the Life
Insurance Corporation of India, be construed as refdrences
10 that Act or provision as read with section 43 of the Life
Imsurance Corporation Act, 1956. :

THE SECOND SCHEDULE'
PROCEDURE FOR RECOVERY OF TAX
[See section 231(1)]

PART 1
General provisions.

In this Schedule, unless - the context otherwise re-
guires,— :

(a) “certificate” means a certificate received by the Col-
lector from the Income-tax Officer for the repovery
of arrears under this Bchedule ; :

(b} “defaulter” means the assessee mentiond

kn the
certificate ; !

{c) “execution”, in relatioh to a certificate, medqns re-
covery of arrears in pursuance of the certificate ;
(d} “movable property” jncludes growing crops |’

{e) “officer” means an officer authorised to mdke an
attachment or sale under this Schedule ; a

(f) “rule” means a rule tontained in this Schedule.

¥ The provisions contained in this Schedule, though new, have jot been
uvnderlined for facility of ing. i

* This Act will heronfller be referfedl to ay the “Bengal Act’”
¥ CF 8. 2013), C. P A RE
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When a certificate has been received by the Collector
from the Income-tax Officer for the retovery of arrears
under this Schedule, the Collector shall cause to be served
upon the defaulter a notice requiring the defauiter to pay
the amouni specified in the certificate within fifteen days
from the date of service of the notice and intimating that
in default steps would be taken to realise the amount

under this Schedule.

No step in execution of a certificate shall be taken
until the period of fifteen days has elapsed since the date
of the service of the notice required by the preceding rule :

Provided that, if the Collector is satisfied that the
defaulter is likely to conceal, remove or dispose of the whole
or any part of such of his moveble praperty as would be
liable to attachment in execution of & decree of a civil
court, and that the realisation of the amount of the certi-
ficate would in consequence be delayed or obstructed, he
may at any time direct, for remsons to be recorded in
writing, an attachment of the whole or any part of such

property :

Provided further that if the defaulier whose property
has heen so attached furnishes security to the satisfaction
of the Collector, such attachment shall be cancelled from
}he date on which such security is accepted by the Col-
ector.

If the amount mentioned in the noticp is not paid within
the time specified therein or within sufh further time as
the Collector may grant in his discretlion, the Collector
shall proceed to realise the amaunt by éne or more of the
following modes 1 — :

(a) by attachment and sale of the movable property of
the defaulter; :

{b) by attachment and sale of the immovable pro-
perty of the defaulter ; :

{c) by appointing a receiver of the property belonging
to the defaulter ;

(d) by arrest and detentiori_ of the%deiaulter in civil
prison. ’ § .

There shall be recoverable, in the proceedings in exe-
cution of every certificate,— o

(a) such interest upon the tax to which the certificate
relates as is payable under this Act, and

1 This Act will hereafter be referredito as the © i dras Act” .
1 This Act will hereafter be relorred ? as the hay Act”.

Sen. II

Rule 2. Issue

of Notice.

(5. 7, Bengal
ct]

Rule 3. When
ceniﬁ' ate

executed.

[5. 13,
Bengal Act |

Rule 4. Mode
of recpvery-
[S. 51 0f the
Magrks
Revegue Re-
covery  Act,
1864 i (2 of
1864)]"
[S. 14 Bengal
Act }

[S. 1po, The
Bornbay
Revepue
Code, 187
(5 of §81) "

Rule L Inte-
e,

st, | CoMs

and (charges

recovetable.
[S.16, Bengat
Act]



Scu. 11 278

{b} all charges incurred in respect of—

(i) the service of notice upon the defaulter to pay
the arrears, and of warrants and cther pro-
cesses, and

i1} all other proceedings taken for realising the

arrears,
Rule 6. (1} Where property is sold in execution of a certificate,
Purchasc™s there shall vest in the purchaser merely the right, title
!’5‘ 40 (1), @nd Interest of the defaulter at the time of the sale. even

Bengal Act 1’ though the property itself be specified.

[S. 2o 12}, (2) Where immovable property is sold in execution of

Bengal Act] 3 certificate, and such sale has become absclute, the pur-
chaser’s right, title and interest shall be deemed to have
vested in him from the time when the property is sold.
and neot from the fime when the sale becomes absolute.

Rule 7. Suit (1) No suit shall be maintained against any person
against Fur- claiming title under a purchase certified by the Céllector
e rainalle i the manner laid down in this Schedule, on the ground
on ground of that the purchase was made on behalf of the piaintig or on

purchase behalf of some one through whom the plaintiff claims.
being made .

?,?a?,fﬂ?;' o (2) Nothing in this section shall bar a suit to obtain

(S. 21,Bengat 2 declaration that the name of any purchaser certified as

Act] aforesaid was inserted in the certificate fraudulently or
without the consent of the real purchaser, or interfere with
the right of a third person to proceed against that property,
though ostensibly sold to the certified purchaser, ion the
ground that it is liable to satisfy a claim of such third per-
son against the redl owner., '

Rule 8. (1) Whenever assets are realised, by sale or otserwise

Disposal of  in execution of a certificate, they shall be disposed of in

f,,ccm,-o,,_ the following manner : —

S. 26, .

i[aenga! Act ) (a) there shall first be paid to the Income-tax Officer
P

the costs incurred by him ; .

(b) there shall, in the next place, be paid to the Tncome-
tax Officer the amount due under the ceftificate
in execution of which the assets were realjzed ;

{c) if there remains a balance after these sums have
been paid, there shall be paid to the Inecdme-tax
Officer therefrom any other amount recoverable
under the procedure provided by this Act which
may be due upon the date upon which the assets
were realized; and

(d) the balance (if any) remaining after the pgyment
of the amount (if pny) referred to in clapise {c}
shall be paid to the defaulter. P

-
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(2) If the defaulter disputes any claim made by the
Income-tax Officer to receive any amount referred to in
clause {c), the Collector shall determine the dispute.

Except as otherwise expressly provided in this Act. Rule o
every question arising between the Income-tax Officer and General bar
the defaulter, or their representatives, relating to the exe- :f’cm J:F”d‘c‘
cution, discharge or satisfaction of a certificate duly filed Civil Courts.
under this Act, or relating to the confirmation or setting save where
aside by an order under this Act of a sale held in execu- fraud alleged,
tion of such eertificate, shall be determined, not by suif, but [S.37, Bengal
by order of the Collector before whom such question Act]
arises ! ’

Provided that a suit may be brought in a civil court
in respect of any such guestion upon the ground of fraud.

(1) All such property as is by the Code of Civil Pro- Rule 10. I'to-
cedure, 1808, exempted from attachment and sale in execu- periy exempt
tion of a decree of a civil court shall be exempt from attach- ::fgt attach-
ment and sale under this Schedule. :

5 of 1908 8.
{2} The Collector’s decision as tc what property is so ;‘3{] Bengal
entitled to exemption shall be conclusive. [S. 155,
Bombay Act
{530. 186,(
mbay Act}

{1) Where any claim is preferred to, or any objection Rule 1.
15 made to the attachment or sale of, any property in execu- ;““fs*;%“‘::r“
tion of a certificate, on the ground that such property is >y Ve0on
not liable to such attachment or sale, the Collector shall gc"‘l" 39,
d to investigate the clai bjeétion - Ao
proceed to investigate the claim or objeétion : Bengal Act]

Provided that no such investigation shall be made
where the Collector considers that the claim or objection
was designedly or unnecessarily delayed.

(2) Where the property to which the claim or objec-
ticn applies has been advertised for sale, the Collecior
ordering the sale may postpone it pending the investigation
of the claim or objection, upon such terms as to security or
otherwise as the Collector shall deem fit.

{3) The claimant or objector must adduce evidence to gc{ulc. 40,
show that— : h.

(a) (in the case of immovable property) at the date
of the service of the notice issued under this
Schedule to pay the arrears, or

(b) {(in the case of movable property) at the date of the
attachment,

he had some interest in, or was possessed of, the property
in guestion,

Bengal A‘(‘.ti

(4) Where, upon the said investigation, the Collector is [Rule 41,
satisfied that, for the reason steted in the claim or gbjec- Sch. 1,
tion, such property was not, a§ the .date, in the pos- Bengyl Act]
session of the defaulter or of sﬂme perspr in {rust for ?nm
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or in the occupancy of a temani or other person paying
rent to him, or that, being in the possession of the defaulter
at the said date, it was so in kis possession, not on lis own
account or as his own property, but on account of or in
trust for some other person, or partly on his own account
and partly on account of some other person, the Collector
shall make an order releasing the property, wholly or to
such extent as he thinks fit, from aitachment or sale.

gtulc 42, (5) Where the Coliector is satisfied that the property

h, Ii, was, at the said date, in the possession of the defaulter as

Bengal Act] his own property and not on account of any other person,
or was in the possession of some other person in trust for
him, or in the occupancy of a tenant or other person paying
rent to him, the Collector shall disallow the claim.

Rule 43, (6) Where a claim or an objection is preferred, the

ch. 11, party against whom an order is made may institutq a suit

Bengal Act]ip a civil court to establish the right which he claims to
the property in dispute; but, subject to the result ¢f such
suit {if any), the order of the Colector shall be ronclu-

sive.

Rule 12, Where-—

ﬁfzﬁ‘,ﬁmor (a) the amount due, with costs and all charges and ex-

on satisfac. penses resulting from the attachment of ady pro-

2*03 o perty or incurred in order to hold a sale, are paid

anceliation ’

of cortificate. 1o the Collector, or -_

Rule 24,5¢ch- : . .

%1,“ cﬁi;?; (b} the certificate is cancelled, .

Act] the attachment shall be deemed to be withdrawn pnd, in
the case of immovable property, the withdrawal shall, if
the defaulter so desires, be proclaimed at his expenpe, and
a copy of the proclamation shall be affixed in the manner
provided by this Schedule for a proclamation of salg of im-
movable property. .

Rule 13- The attachment and sale of movable property ind the

Officer enti- attachment and sale of immovable property may b¢ made

tled 10 attach by such officers or class of officers as the Collectdr may

and sell.  from time to time direct. !

[S. 154, !

lawer pare, i

Bombay i

Act.}

Defauiaiﬁ'g sale by reason of the purchaser’s default, and all egpenses
purchaser  attending such re-sale, shall be certified to the Collector

?m‘“;fabic by the officer holding the sale, and shall, at the instjnce of

for eos¢ 9% gither the Income-tax Officer or the defaulter, be rpcover-

{Rule 51,5¢ch. able from the defaulting purchaser under the prdcedure

;\r, ]Bengal provided by this Schedule :
ct

Rule Any deficiency of price which may happen oi a re-

Provided that such lication shall be enteftained
unless filed within #fteen J:‘. from the date of reysale.
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(1} The Collector may, in his discretion, adjourn any Rule 1s.
sale hereunder to a specified day and heur ; and the officer gfl";;"m“;
conducting any such sale may in his discretion adjourn 3, 2oPP*é
the sale, recording his reasons for such adjournment : [Rule 50
Sch.if,
Bengal Actd

Provided that, where the sale is made in, or within
the precincts of, the office of the Collector, no such adjourn-
ment shall be made without the leave of the Collector.

{2) Where a sale of immovable property is adjourned
under sub-rule (1) for a longer period than one calendar
month, a fresh proclamation of sale under this Schedule
shall be made unless the defaulter consents to waive it.

{3} Every sale shall be stopped if, before the lot is
knocked down, the arrears and costs (including the costs
of the sale) are tendered to the officer eonducting the sale,
or proof is given to his satisfaction that,the amount of such
arrears and costs has been paid to the Callector who ordered
the sale.

Where an attachment has been made under this Sche- Rulejis.
dule, any private transfer or delivery of the property S_“’ S on of
attached or of any interest therein and any payment to the 2. “;’:ﬂ;’,
defaulter of any debt, dividend or other monies contrary iachmaent
to such attachment, shall be void as against all claims to bevoid.
enforceable under the attachment, (S.64C.P.C.]

5. 14, Bengal
Act];

No officer or other person having d:ly duty to perform Rule; 17.
in connection with any sale under this Schedule shali, Pwhlbm"ﬂ
either directly or indirectly, bi@l for, aqguire or attempt to 2Bt

acquire any interest in the property sold. :iﬁc o by

officqr.
[Rui 52,
Sch.| I¥
: Bengal Act.]
No sale under this Schedule shall take place on Sunday Rule 18,
or other general holiday reco%’lised by the State Gowern- Frohfbition
ment or on any day which hag been npfified by the State :ﬁ‘ff’l‘i da”l"
Government to be a local holiday forl the area in which °° "} '°*™

the sale is to take place. g;mbg;' Act]

or to arrest the defaulter or :charged with any duty to Q;" fnce

Any officer authorised to sttach o ‘sell any property Ru!_3 1g.
1

be performed under this Schedyle, maya:;gply to the officer.
in-charge of the nearest policei station’for such assistance -
as may be necessary for preventing dbstruction to such
officer in the discharge of his duties, snd the authority to
whom such application is mage shalljdepute a sufficient
number of police officers for ishink {such assistance,
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PART 1I
Attachment and sale of movable property.

Rule =20 Except as otherwise provided in this Schedule, when.
Warrant.  any movable property is to be attached. the officer shall be
[S. 8 (First) furnished by the Collector (or other officer empowered
carlier part, by him in that behalf) a warrant in writing and signed

rc‘:ji‘as with his name specifying the name of the defaulter and the
amount to be realised.

&:écoﬁ-oi;r- The officer shall cause a copy of the warrant to be serv-

of watrane, €don the defaulter.

{S.8 (First) -

lallgr part

Madras Act]

Rule 22 If. after service of the copy of the warrant the amount |

Acuachment. i not paid forthwith, the officer shall proceed to attach
- the movable property of the defaulter.

Rule 23. Where the property to be attached is movable pro-

Property in perty (other than agricultural produce) in the possession

defaulier’s  of the defaulter, the attachment shall be made by actual

possession.  coizure, and the officer shall keep the property in his own

g}g“ 13" custody or the custody of one of his subordinates and shall
' ’ be responsible for due custody thereof :

Bengal Act]

Provided that when the property seized is subject to
speedy and natural decay or when the expense of keeping
it in custody is likely to exceed its value, the officer may
sell it at once.

ﬁu'-._c e Where the property to be attached is agricultural pro-
griculwral - 4..06  the attachment shall be made by affixing a copy

educe.
ffrlm:cc,ﬁ of the warrant of attachment{—

ia;ch. ]Ei, (a) where such produce is growing crop,—on the land
engal Act] on which such crop has grown, or

(b) where such produce has been cut or gathered—on
the threshing floor or place for treading out grain-
or the like. or fodder-stack, on or in which it is de-
posited. _ '

and another copy on the outer door or on some other con-
spicuous part of the house in which the defaulter ordinarily
resides, or with the leave of the Collector on the puter
door or on some other conspicuous part of the houpe in
which he carries on business or personally works for gain,
or in which he is known to have last resided or carried on
business or personally worked for gain. The produce ‘shall
thereupon be deemed to have passed into the possession of
the Collector.

i}r‘""’. 25. (1) Where agricultural produce is attached, the Col-
O ons % lector shall make such arrangements for the custody, watch-
ing. tending, cutting and gathering thereof as he may deem

ral produce A \
under avtach- sufficient ; and the Income-tax Officer shall bear such sum

ment. as the Collector shall require. in order fo defray the cost
gcl;:le ;17 of such arrangements.

Benga! Aetl
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(2) Subject to such conditions as may be imposed by
the Cellector in this behalf, either in the order of attach-
ment or in any subsequent order, the defaulter may tend,
cut, gather and store the produce and do any other act
necessary for maturing or preserving it ; and, if the defauit-
er fails to do all or any of such acts, any person afﬂointed
by the Collector in this behalf may, subject to the like con~
ditions, do all or any of such acts, and the costs incurred
by such person shall be recoverable from the defaulter as
if they were included in the certificate.

(3) Agricultural produce attached as a growing crop
shall not be deemed to have ceesed to be under attachment
or {o require re-attachment meerely becavse it has been
severed from the soil.

(4) Where an order for the attachment of a growing
crop has been made at a considerable time before the crop
is likely to be fit to be cut or iathered, the Collector may
suspend the execuiion of the order for such time as he thinks
fit, and may, in his discretion, make a further order prohi-
biting the removal of the crop pending the execntion of the
order of attachment.

(3) A growing crop which from its nature does not admit
of being stored shall not be attached under this rule at any
time less than twenty days before the time at which it is
likely to be fit to be cut or gathered. '

(1) In th of— Ruls of.
(}n £ Case an‘

Dok
{a} a debt not secured by a negotiable instrument, R

. 8 of
(b} a share in the capital of a corporation, or glndu!: %,

(¢) other movable property not in the session of the o A
defaulter except property deposited in, or in the cus-
tody of, any court,

the attachment shall be made by a written order prohi-
biting,-— :
(i} in the case of the debt—the creditor from recovering

the debt and the debtor from making
thereof until the further order of the Collector ;

(ii} in the case of the share—the person in whose name
the share may be standing from transferring the
same or receiving any tividend thereon;

(ii1) in the case of the other moveable property {except
as aforesaid)—the person in possession of the same
from giving it over fo the defaulter.

(2) A copy of such order shall be affixed on some conspi-
cuous part of the office of the Lollectes, land another copy
shall he sent, it the case of debt, he debtor, in
case of the share, to the proper of'}Ha corporation, and

19—1 Law Com./58 LI .
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Rule 27
Attachment
of decree.

[5.19, Bengal
Act}

5 of 1go8

Rule 28
Share n
movable
property

fRule :g.
Schedule IV,
Bengal Act]

Rule 2g. Sal-
ary of
Goverment
servants.

g of 1go8
[Rule 20,
Schedule {1,
Bengal Act]

Ruie 30.

Attachment
of negotiable
instruments,
[Rule =23,

Schedule 11,
Bengal Act]

Rule 3:1.
Attachment
of property
in custody of
Court or
public officer.

[Rule =x2,
Schedule 11,
Bengal Act]}
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in the case of the other moveable propeity (except as afore-
said), to the person in possession of the same.

(3) A debtor prohibited under clause (i) of sub-rule (1)
may pay the amount of his debt to the Collector, and such
payment shall discharge him as effectually as payment to the
party entitled to receive the same.

(1) The attachment of a decree of a civil court for the
payment of money or for salein enforcement of a mortgage
or charge shall be made by the issue to the civil court of a
notice requesting the civil ceurt to stay the execution of the
decree unless and until— .

(i) the Collector cancels the notice, or

(i) the Income-tax Officer or the defaulter applies to
the court receiving such notice to execute the decree.

(2) Where a civil court receives an application under
clause (i) of sub-rule (1}, it shall, on the application of the
Income-tax Officer or the defauiter, and subject to the provi-
sions of the Code of Civil Procedure, 1908, proceed to execute
the attached decree and apply the net proceeds in satisfac-
tion of the certificate. *

{3) The Income-tax Officer shall be deemed to be the re-
presentative of the holder of the attached decree, and to be
entitled t¢ execute such attached decree in any manner
lawful for the holder thereof.

Where the property to be aitached consists of the share
or interesi of the defaulter in movable property belonging to
him and another as co-owners, the attachment shall be made
by a notice to the defaulter prohibiting him from transfer-
ring the share or interest or ¢harging it in any way.

Atiachment of the salary or allowances of servanis of
the Government or a local authority may be made in the
manner provided by rule 48 of Order 21 of the First Schedule
to the Code of Civil Procedure, 1968, and the provisions of
the said rule shall, for the purposes of this rule, apply sub-
ject to such modifications as may be necessary.

Where the property is a negotiable instrument not depo-
sited in a court nor in the custody of a public officer, the
attachment shall be made by actual seizure, and the instru-
ment shall be brought before the Cotlector and held subject
o his orders.

Where the property to be attached is in the custody of
any court or public officer, the attachment shall be made gy a
notice to such court or officer, requesting that such property,
and any interest or dividend becoming payable thereon, may
be held subject to the further orders of the Collector by
whom the notice is issued :

Provided that, where such property is in the custody
of a court, any question of title or priority arising bétween
the Income-tax Officer and ahy other person, not beihg the
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defaulter, claiming to be interested in such property by
virtue of any assignment, attachment or otherwise, shall
be determined by such court,

In the case of attachment of mcvable property by ac- Rule o,
tual seizure, the officer shail. after attachment of the pro- Inventory.
perty, prepare an inveniory of all the property attached. [s- 9 Madras
specifying in it the nlace wiere i is lodged or kept, and At
shall forward the same to the Collector, A copy of the in-
ventory shall be delivered by the officer to the defaulter. _

) The attachment by seizure shall not be excessive, that ﬁt‘i;"dmﬁt
is to say, the property attached shall be as nearly as pos- per w be
sible proportionate to the amount specified i the war- excessive.
rant. : [s. 14,

Madras Act]

Attachment by seizure shall be made after sun- Rule 34

rise and before sunset and not otherwise. a‘cfx's‘:}f‘;ise

and sun-set.
5. 15,
Madras Act]
[s. 47, Bengal

t,
The officer may break open any inner or outer door ‘;{;c 35.

or window of any building and enter any building in order pawer - o
to seize any mevable property if the officer has reason break open
able grounds to believe that such building contains moy- 909rs ete.
able preperty liable to seizure under the warrant and the [5- 19 & 2o,
officer has notified his authority and intention of breaking Madras Act]
open if admission is not given. He shall, however, give all Is: 47, Bengal
reasonable opportunity to women to withdraw. Ac

Sale

The Collector may direct that any movable properiy Rule 36 Sale.

attached under this Schedule or such portion thereof as may g;’;':;ule i,
seem necessary to satisfy the certificate shall be sold. Bengal Act}

When any sale of movale property is ordered by the Rule g7, Issue
Collector, the Collector shall issue a proclamation, in the of prociama-
language of the disirict. of the intended sale, specifying b h6s,  first
the time and place of sale and whether the sale is subject para, Bombay

to confirmation or net, Act.]

(1) Such proclamation shall be made by beat of drum Rule 38. Fro-

clamation
-or other customary mode,— how made.

(a} in the case of property attached by actual seizure— fs. 163, 2nd

(i) in the village in which the property was seized, para, Bombay
or if the property was seized in a town or city,
then in the locality in which it was seized,
and

(ii) at such other places as the Collector may direet;

(b) in the case of property attached otherwise than by
actual seizure, in such places, if any, as the Col-
lector may direct. (Role g7,read

(2) A copy of the proclamation shall; also be affixed on fihtile 48,

a conspicuous part of the office :jof ‘the Cojlector. Benga) Act)
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Rule 39: Sate Except where the proper;y is subject to speedy and
3‘:5: Alicen natural decay or when the atpense of keeping it in custody
[Rule 48:5ch. 15 likely to exceed its value, no sale of moveable ptoperty
il, Bengal under this Schedule shall, without the consent in writing of

Act] [s. 167, the defaulter, take place until after the expiry of at least

1[3;’“;2 m‘;}_'] fifteen days calculated from the date on which a copy of
Tas Act.) the sale-proclamation was affixed in the Collector’s office.
Rute 40: Sale . .

[ il (1) Where the property to be sold is agricultural pro-
:urai e;;%?é:az. duce, the sale shall be held,—

g:‘:l‘ 1155‘ (a) if such produce is a growing crop—on Or near the

Bengal Act.] land on which such crop has grown, or

{b) if such produce has been cut or gathered-—at or
near the threshing-Roor or place for treading out
grain or the like, or fodder-stack, on or in which it
is deposited -

Provided that the Collector may direct the sale to be
held at the nearest place of public resort, if he is of opinion
that the produce is thereby likely to sell to greater advant-
age.

(2} Where, on the produce being put up for sale,—

(a) a fair price, in the estimation of the person holding
the sale, is not offered for it, and

(b) the owner of the groduce, or a person au horised
to act on his behalf, applies to have the sale post-
poned till the next day or, if a market is ‘held at
the place of sale, the next market day,

the sale shall be postponed accordingly, and shall be then
completed, whatever price may be offered for the produce.

Rule 11 Spe- (1) Where the property to be sold is a growihg crop
cial proviss- and the crop from its nature admits of being stored:but has
oms relating not yet been stored. the ddy of the sale shall be po fixed
to growing a5 to admit of the crop being made ready for storin§ before
crops. the arrival of such tay, and the sale shall not be hdld until

[Rule 5% the crop has been cut or gathered and is ready for storing.

Bengat Act.) (2) Where the crop from its nature does not ddmit of
being stored or can be sold to a greater advantage in an
unripe state {e.g., as_green wheat), it may be sold before
it is cut and gathered ; and the purchaser shall be entitled
to enter on the land, and to do all that is necessary for the
purpose of tending or cutting or gathering the crop.

Rule 42: Sale The property shall be soid by public auction in one or

to be by auc- more lots as the officer may consider advisable, and if the
tion. amount to be realised by gale is satisfied by the dale of 2
fs. 23, Mad- portion of the progerty, thy ale shall be immediat¢ly stop-
s A} ped with respect §o the rmainder of the lots.

i
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(1) Where movable property is sold by public auction, Rule 43: Sale
the price of each lot shall he paid at time of sale or bya_subhc
as soon after as the officer h.(Sd.ing sale directs, and auctign.

in default of pa h tv sh thwith be [Rule 57,
:'esold. of payment the property spall forthwith be Schedule 31,
Bengal Act.]

{2) On payment of the pyrchase-tnoney, the officer
holding the sale shall grant a certificate specifying the
property purchased, the price paid and the name of the
purchaser, and the sale shall become absolute.

(3) Where the movable property to be sold is a share in
goods belonging to the defaulter and a co-owner, and two
or more persons, of whom one is such co-owner, respec-
tively bid the same sum for such property or for any lot,
the bidding shall be deemed to be the bidding of the co-
ownher. :

No irregularity in publishing or conducting the sale Rulegq: Irre-
of movable property shall vitiate the sale, but any person gularity not to
sustaining substantial injury by reason of such irregularity ;ﬁ;‘fny ’;i:j
at the hand of any other person may institute a suit in a son injured
civil court against him for compensation, or (if such other may sue.
person is the purchaser) for the recovery of the specific pro- g:lulp 58,
perty and for compensatipn m  default of such Schegule I,
recovery. Bengpl [Act.]

Notwithstanding anything contained in this Schedule, II}I““’..%:
where the property to be sold is a negotizble instrument or'immm‘:s
a share in a corporation, the Collecior may, instead of direc- and ghares in

ting the sale to be made by public augction, authorise the corperations,

sale of such instrument or share through a broker. [Order a1,
. Rule 76,
a.r.cl

Where the property attached is current coin or cur- R‘“F?W Ord-
rency notes, the Collector may, at any time during the o ¥ . Po¥
continuance of the atiachment, direct that such coin 0Or or rurrency

notes, or a part thereof sufficient to satisfy the certificate, notes to the

be paid over to the Income-tax Officer. Income-tax
Officer.
Ny
PART II C.P.C]
Attachment And Sale of I'mmovable Property.
Attachment.

Attachment of the immovable property of the defaulier Rulc 47
shall be made by an order prohibiting the defaulter from Attashment.
transferring or charging the property in any way and pro-
hibiting all persons from taking any benefit under such
transfer or charge.

A copy of the order of attachment shall be served on Rule4s: Ser-

vice of notice
the defaulter. _ of atfachment

(5. 77, Mad-
ras Act.]
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ll}ulel 49 ! The order of attachment shall be proclaimed at some
o 32‘3;‘6‘;" place on or adjacent to the property attached by beat of
ment. drum or other customary mode, and a copy of the order

shall be affixed on a conspicuous part of the property and

on the notice board of the Collector’'s office.

Rule 50; At- Where any immovable property is attached under this
achment ¢ Schedule, the attachment shall relate back to, and take
e e s effect from, the date on which the notice to pay the arrears,
of service of issued under this Schedule, was served upon the defaul-

notice, ter'.

Sale

Ru(llc 51 ;osc?l? (1) The Collector may direct that any immovable pro-
and procias porty which has been attached, or such portion thereof as

i f
;2;1:‘0“ ? may seem necessary to satisfy the certificate, shall be sold.
[Rule 44,
Sch. i,
Bengal Act.]
fRule 46{1): (2) Where any immovable property is ordered to he
Sch. i}, sold, the Collector shall cause a proclamation of the intend-
Bengal Act.l o sale to be made in the language of the district.
Rule 5% A _proclamation of sale of immovable property shall be

;?r%t;:r;i;iogf drawn up after notice to the defaulter, and shall state the
Rule 46(2 " time and place of sale, and shall specify, as fairly and ac-
k. # i¥’ curately as possible,— .

Bengal Act ] (a) the property to be sold ;

{b) the revenue, if any, assessed upon the property or
any part thereof ;

{c) the amount for the recovery of which the sale ix
ordered; and

{d) any other thing which the Collector considers it
materia!l for a purchaser io know, in order to
judge the nature and value of the property.

Ru'e 541 (1) Every proclamation for the sale of immovable pro-
M‘f_‘{ of perty shall be made at some place on or near such property
making Pro- i heat of drum or other customary mode, and a copy of
[Rule " the proclamation shall be affixed on a conspicucus part of
Sch, 47 {he property and also upon a conspicuous part of the office

Bengal Act.], Of the Collecter.

(2) Where the Collector so directs, such proclamation
shall also be published in the Official Gazette or in a local
newspaper, or in both; and the cost of such publication shall
be deemed to be costs of the sale.

(3) Where the property is divided into lots for the
purpose of being sold separately, it shall not be necessary
to make a separate proclamation for each lot, unless pro-
per notice of the sale cannot, in the opinion of the Collec-
tor, otherwise be given.

., section :2.8(7}, Provincial Insolvency Act, igzo, and section 512
Presidency Towns [nsolvency Act, 190G :
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No sale of immovable property under this Schedule Rule
shall,’ without the consent in writing of the defaulter, take Time of sale.
place until after the expiration of at least thirty days cal- %Rlﬂc 48,
culated from the date on which a copy of the proclamation 3¢ L Aok
of sale has been affixed on the property or in the office of  ®° o]
the Collector, whichever is later.

The sale shall be by public auction to the highest bid- Rule 55

; ; Sale to be b
der and shall be subject to confirmation by the Collector. avction.

[8. g6 (First
pAazt Madras
. Ci.

(1) On every sale of immovable property, the person Rule 56 :
declared to be the purchaser shall pay, immediately after Deposit by
such declaration, a deposit of twenty-five per cent. on the i’ﬁéc'liiﬁe i
amount of his purchase money, to the officer conducting gegul:.
the sale; and, in default of such deposit, the property shall gRl;.lle 68,

C

forthwith be re-sold. . 1i,
Bengal Act.]

{2) The full amount of purchase money payable shall gy 69:
be paid by the purchaser to the Collector on or before the Sch. ik
fifteenth day from the date of the sale of the praperty. Beagal Act.]

In default of payment within the period mentioned in Rute  s7:
the preceding rule, the deposit may, if the Collector thinks.muﬁ in
fit, after defraying the expenses of the sale. be forfeited to o0 = ©
the Government, and the property shall be re-sold, and the )

p : . . ule 7o,

defaulting purchaser shall forfeit all claims to the property Sch. ¥,

gr to any part of the sum for which it may subsequently Bengal Act.]
e sold.

All persons bidding at the sale shall be required to Rule s8:
declare if they are bidding on their own behalf or on behalf Autkorily” o
of their principals. In the latter case they shall be required Y-
to deposit their authoriiy. and in default their bids shall [S 35 (Fifth}
be rejected. Madras Act.]

(1) Where immovable property has been sold in execu- Rule s
tion of a cerlificate, the defaulter, or any person whose Application
interes{s are affected by the sale, may, at any time within ;:!e;?tirr?:;:%f

thirty days from the date of the sale, apply to the Collector 15, prope-
to set aside the sale, on his depositing— riy on  depos

(a) for payment to the Income-tax Officer, the amount 3%
specified in the proclamation of sale as that for the [ e
recovery of which the sale was ordered, with inter- Sendal Act.]
est thereon at the rate of six and a quarter per :
cent. per annum, calculated from the date of the
proclamation of sale to the date when the deposit
is made; and

(b} for payment to the purchaser, as penalty, a sum
equal to five per cent, of the purchase-money, but
not less than one rupee.

(2) Where a person makes an application under the

next rule for setting aside the sale of his immovable pro-

erty, he shall not, unless he ‘withdraws that application.

- ge entitled to make or prosecute an application under this
rule, : 1
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Rulcl 60 :
Application

to set aside
sale of immo-
vable proper-
ty on ground
of non-service

of notice or

irregulanity.

280

Where immovable property has been sold in execution
of a certificate, the Inrome-tax Officer, the defaulter, or any
perscn whose interests are affected by the sale, may, at
any time within thirly days from the date of the sale, ap-
ply to the Collector on the ground that notice was not
served on the defaulter to pay the arrears as required by
this Schedule or on the ground of a material irregularity

(S. 23, Bengal ir publishing or conducting the sale :
Act.] :

Rule Bt :
Setting aside
sale  where
defaulter has
no salcabic
interesc,

{s. 24, Bengal
Act.}

Rule 6a:
Cornfirmation
of sale.

[s. 25, Bengal
Act]

Rule H3:Re-
turn of pur-
chase money
in  certain
cases.
[Rule
Sch. ,
Bengal Act.j

Rule 64: Sale

certificate.

[Ruie 74

Sch. I,

Benga%Act,]
5. (5,

%dsd?as Act.]
3. 181, Bom-
ay Act.]

73

Provided as follows :—

{a) no sale shall be set aside on any such ground un-
less the Coilector is satisfied that the applicarnt has
sustained substantial injuiry by reason of the non-
service or irregularity; and '

(b) an application made by a defauiter under this rule
shall be disallowed unless the applicant deposits
the amouni recoverable from him in execution of
the certificate.

At any time within thirty days of the sale the pur-
chaser may apply to the Collector to set aside the sale on
the ground that the defaulter had no saleable interest in
the property sold.

(1) Where no application is made for setting aside the
sale under the foregoing rules or where such an applica-
tion is made and disallowed by the Collector, the Collector
shall (if the full amount of the purchase-money hag been
paid} make an order confirming the sale, and, thereupon,
the sale shall become absolute. .

(2) Where such application is made and allowed, and
where, in the case of an application made to set aside the
sale on deposit of the amount and penalty and charges, the
deposit is made within thirty days from the date of the
saie, the  Collector shall make an order setting aside the
sale :

Provided that no order shall be made unless notice of
the application has been given to the persons affected
thereby.

Where a sale of immovable property is set aside, any
money paid or deposited by the purchaser on accojint of
the purchase, together with the penalty, if any, deposited

{ for payment to the purchaser, and such interest as the

Collector may allow, shall be paid to the purchaser.

{1) Where a sale of immovable property has become
absclute, the Collector shall grant a certificate specifying
the properiy sold, and the name of the person who at the
time of sale is declared to be the purchaser. .

(2) Such certificgte shall; hear date the day on jwhich
the sale became absoBite. L
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{1} Where an order for sale of immovable groperty Rule 05:
has been made, if the defaulter can satisfy the Collector '¥tpone
that there is reason to believp that the amount of the cer- ™o 3¢
tificate maK be raised by the mortgage or lease or privale defauker to
sale of such property, or some part thereof, or of any other raise amount
immovable property of the defaulter, the Collector may, due_ﬁucr;dcr
on his application, postpone the sale of the property com- cartificate.
prised in the order for sale, on such terms and for such g‘;‘c 86
period as he thinks proper, to enable him to raise the gl ac]
-arnount.

{2) In such case the Coliector shall grant a certificaie
to the defaulter, authorising him, within a period to be men-
tioned therein, and notwithstanding anything contained in
this Schedule, to make the proposed morigage, lease or
sale:

Provided that all moneys payable under such mortgage,
lease or sale shall be paid, not to the defaulter, but to the
{Collector :

Provided also that no mortgage, lease or sale under
this rule shall become absolute until it has been confirmed
by the Collector. :

Every re-sale of immovable property, in default of pay- gue  66:
ment of the purchase-money within the period allowed for Fresh procla-
'such payment, shall be made after the issue of a fresh miation belore
proclamation in the manner and for the period hereinbefore rersale.
‘provided for the sale. ' 3«}‘:10 L

Where the property sold is a share of undivided immov- Bengal Act.]
able property, and two or more persans, of whom one is a <57
«co-sharer, respectively bid the same sum for such property .4 o have
or for any lot, the bid shall be deemed to be the bid of the preference.
.co-sharer. ' Bule 72,

¢h. i1,

PART IV Bengal Act.]

Appointment of receiver.
(1) Where the property of a defaulter consists of 2 gy es:

‘business, the Collector may attach t business and appoint intment
s person as receiver to mansage the business. of  receiver

far businecss.

{2) Attachment of a business urer this rule shall be
made by an order prohibiting the defaulter from {ransfer-
ring or charging the business in any way and prohibiting
all persons from taking any benefit under such transfer or
charge, and intimating that the business has been attached
under this rule. A copy of the order ¢f attachment shall be
‘served on the defaulter, and another copy shall be affixed
on a conspicuous part of the premiseg ip which the business |
iés ﬂf:ern on and on the ntice b?rﬂ of the Collector’s |
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Rule 69: Where immovable property is attached, the Collector

'C}PP";E‘;:E’;: may, instead of directing a sale of the property, appoint a

for immov. PETSCN as receiver to manage such property.

able property

[s.28, Madras

Act.] [s. 150,

Bombay Act,) .

Rule ot (1) Where any business or other property is attached

Powers of and taken under management under the foregoing rules,

regiver. the receiver shall, subject to the control of the Collector.
have such powers as may be necessary for the proper
management of the property and the realisation of the
profits, or rents and profits, thereof.

(2} The profits, or rents and profits, of such business
or other property shall, after defraying the expenses of
management, be adjusted towards discharge of the arrears,.
and the balance, if any, shall be paid to the defaulter.

Rule 71: The attachment and management under the foregoirg
Withdrawal * ryles may be withdrawn at any time at the discretion of
ment. 3 the Cellector, or if the arrears are discharged by receipt

;:;T"Ma deas OF Such profits and rents or are otherwise paid.
Act.] PART V-
Arrest and detention of the defaulter.
}\‘;g:;‘-cgﬁi w (1) No order for the arrest and detention in civil pri-
show cause. 500 0f a defaulter shall be made unless the Collector has.

s.26(1), (12) issued and served a notice upon the defaulter calling upon
{1b) & {1c), him to appear before him on the date specified in the notice
Bengal Act) and to show cause why he should not be committed to the
[s. 48, Pari, ¢ivil prison, and unless the Collector, for reasons recorded
Madras Act.} in writing, is satisfied—

{a} that the defaulter, with the object or effect of
obstructing the execution of the certificate, has
after the receipt of the certificate in the Collec-
tor's office dishonestly transferred, concealed, or re-
moved any part of his property, or

(b} that the defaulter has, or has had since the receipt
of the certificate in the Collector’s office, the means
to pay the arrears or some substantial part thereof
and refuses-or neglects or has refused or neglected
to pay the same.

(2) Notwithstanding anything contzined in sub-rule M,
2 warrant for the arrest of the defaulter may be issued by
the Collector if the Collector is satisfied, by affidavit or
otherwise, that with the object or effect of delaying the
execution of the certificate the defaulter is likely to abscond
or leave the local limits of the jurisdiction of the Collector.

(3) Where appearance is not made in obedience to a
notice issued and served under sub-rule (1), the Collfetor
may issue a warrant for the arzest of the defaulter. |
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(4) Every person arrested in pursuvance of a warrant
of arrest under sub-rule (2) or sub-rule ¢3), shall be brought
before the Collector as soon ag practicable and in any event
within twenty-four hours of his arrest (exclusive of the
time required for journey):

_ Provided that, if the defaulter pays the amount entered
in the warrant of arrest as due ard the costs of the arrest
to the officer arresting him, such officer shall at once
release him.

When a defaulier appears before the Collector in Rule 73
obedience to a notice to show cause or is brought before Hearing.
the Collector under the preceding rule, the Collector shall {s- 29 (2},
proceed to hear the Income-tax Officer and take all such BengalAct]
evidence as may be produced by him in.support of execu-
tion by arrest, and shall then give the defaulter an oppor-
lunity of showing cause why he should not be committed .
to the civil prison.

.Pending the conclusion of the inquiry, the Collector Ruie 74:
may, in his discretion, order the defaulier to be detained Custody pen-
in the custody of such officer as the Collector may think 928 hearins.
fit or release him on his furnishing security to the satisfac- g “?A@)"
tion of the Collector for his appearance when required. onsa Act]

(1) Upon the conclusion of the inquiry, the Collector Ruic 75
may make an order for the detention of the defaulter in g*‘t‘“";i of
the civil prison and shall in that event cause him to be l  'o% -

. : ; . [s. 29(4} and.
arrested if he is not already under arrest: (). Hengal

Provided that in order to give the defaulter an oppor- At
minitv of satisfying the arrears, the Collector may before
making the order of detention leave the defaulter in the
custedy of the officer arresting him or of any other officer
for a specified period not exceeding 15 days, or release him
on his furnishing security to the satisfaction of the Collec-
tor for his appearance at the expiration of the specified
neriod if the arrears are not so satisfied.

(2} When the Collector does not make an order of de-
tention under sub-rule (1), he shall, if the defaulter is under
arrest, direct his release.

{1} Every person detained in the civil prison in execu- Ruie 76:
tion of a certificate may be so detained,~ Detention in
and release
from prison.
(a) where the certificate is for a demand of an amount {x 5:, Bengal
exceeding fifty rupees—for a period of six months, Ac]
and -

(b} in any other case—for a period of six weeks:
Provided that he shall be released from such detention—
(i) on the amount mentioned in the warrant for his

detention being pai'fi to the officer-in-charge of
the civil prison, or

H
1
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Rule 77:
Release.

fs. 30, Bengal
Act.]

Rule 78:
Relrase  on
ground of ill-
ness.

[s. 32, Bengat
Act.]

Rule 79:
Eniry into
dwelling-ho-
wse.

[s. 47, Bengal
Act]

204

(i) on the certificate being otherwise fully satisfied,
or cancelled, or

(iii} on the request of the Income-tax Officer or of
the Collector :

Provided, also, that he shall not be released from such

detention under clause {ii) or clause {iii) without the arder
of the Collector.

(2) A defaulter released from detention under this rule
shall not, merely by reason of his release, be discharged
from his liability for the arreaps; but he shall not be liable
to be re-arrested under the ificate in execution of which
he was detained in the civil prison.

(1) The Collector may order the release of a defaulter
who has been arrested in execution of a certificate ppon
being satisfied that he has disclosed the whole of his pro-
perty and has placed it at the disposal of the Collector and
that he has not committed any act of bad faith.

(2) If the Collector has ground for believing the dis-
closure made by a defaulter under sub-rule (1} to have been

untrue, he may order the re-arrest of the defaulter in execu-

tion of the certificate. but the period of his detention in the
civil prison shall not in the aggregate exceed that authoris-
ed by the preceding rule.

(1) At any time after a warrant for the arrest of a de-
faulter has been issued, the Collector may cancel it on
the ground of his serious illness,

{2} Where a defaulter has been arrested, the Collector
may release him if. in the opinion of the Collector, ke is
not in a fit state of health to be detained in the civil pison.

{3) Where a defaulter has been committed to the civil
prison, he may be released therefrom by the Collector, on
the ground of the existence of any infecticus or contagious

desease, or on the ground of his suffering from any seri-

ous illness,

(4) A defaulter released under this rule may be re-
arrested, but the period of his detention in the civil prison
shall not in the aggregate exceed that authorized by this
Sehedule.

‘For the purpose of making an arrest under this Sche-
dule—

(a) no dwelling house shall be entered after sun-set
and before sun-rise ;

{b) no outer door of a d ing house shall be brncken
open unless surh dwelli % house or a portion there-
of is in the ofcupancy pf the defaulter and

e or
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other occupant of the house tefuses or in any way
prevents actess theréto; but, when the person exe-
cuting any such warrant has duly gained access to
any dwelling house, he may break open the door
of any room or apertment if he has reason to

believe that the defaulter is likely to be found
there;

(¢) no room, which is in the artual occupancy of a
woman who according to the customs of the coun-
try does not appear in public, shall be entered into
unless the officer authorised to make the arrest has
given notice to her that she is at liberty to with-

draw and has given her reasonable time and facility
for withdrawing,

The Collector shall not order the arrest and detention Ric 8o:

i vl i . Prohibition
in the civil prison of ] Tmst acrost
of women of

minors ete.
{a) a woman, or {s- 33, Bengal

. . . . m[s‘ "Br
{b) any person who, in his opinion, is a minor or of as Act.}
unsound mind.

PART VI
Miscellaneous e s o
med be

.
Every Collector or other officer acting under this Sche- ﬁq judi-
dule shall, in the discharge of his functions under this cially.
Schedule, be deemed to be acting judicially within the R&‘IB’ Bengal
meaning of the Judicial Officer’s Proteclion Act, 1850. 18 of 1850.

Every Coliector or other officer acting under the provi- gue ~ 82 :
sions of this Schedule shall have the powers of a civil court fower w taie
for the purpose of receiving evidende, administering oaths evidence.

enforcing the attendance of wiinesses and compelling the k 42, Bengal
produetion of documents. ct.]

No certificate shall cease to be in force by reason of %::le 83 :
the death of the defauiter, ntinuance
f certificate.

. 42, Bengal

If at any time after the isste of the certificate b} the §<) 8¢ :
Income-tax Officer to the Cbllector the defaulter dies, the procedure on
proceedings under this Schedule {except arrest and deten- death of
tion) may be continued against the legal representative of defaulter.
the defaulter, and the provisions of this Schedule shall k;;ff’ Bemgal

apply as if the legal representative were the defaulter.

(1) An appeal from any original order passed by the Rule 85:
Collector under this Schedule shall lie to the revenue au- Appeals.
thority to which eppeals ordk arﬂy_'a against the orders of {& 31, Bengal
the Collector under the lawirslating iand revenue of the P+
State concerned. .
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£2) No appeal shall lie from any order of the Collecter
which 1s, under any rule in this Schedule, conclusive.

~ (3) Every appeal under this rule must be presenied
within thirty days from the date of the order appealed
against.

g of 1908. (4) Section 5 of the Indian Limitation Act, 1908, shall
apply Lo appeals under this rule.

{5) Pending the decision of any appeal, execution of the
certificate may be stayed if the appellate authority so d:i-
rects, but not otherwise.

{s. 52, Beagal (6} No appea!l shall lie from any order passed on appea’
Act ] under this rule.

Ruic 86 Any order passed under this Schedule may, after notice
Review. lo all persons interested, be reviewed by the officer who
{s. 54, Bengal made the order, or by his successer in office, on account of

Act] mistake or error either in the making of the order or in

. the course of any proceeding under this Schedule in which
the order was made,

Rule  87: Where any person has under this Schedule become

?‘"“’"m"  curety for the amount due by the defaulter, he may be pro-

TOmM Surcty. g . v

fs. 50, Mad- ceeded against under this Schedule as if he were the de-

Fas Act.] faulter.

Rule 88: Whoever fraudulently rémoves, conceals, transfers or

Penaltics. delivers to any person any property or any interest therein,

[s- 58, Bengal intending thereby to prevent that property or intercst

Act.] therein, from being taken in execution of a certificate, shall
be deemed to have commitied an offence punishable under

45 of 1860.  gection 206 of the Indian Penal Code, 1860.

Rule  8g: (1) When-a defaulfer is arrested or detained in the civil
SHbSiS“‘-"CC prison, the sum payable for the subsistence of the defaul-
allowance. +or from the time of arrest until he is released shall be

Rule  78: horne by the Income-tax Oficer,
Schedule 1%, v

Bengal Act.} {2) Such sum shall be calculated on the scale fixed b
the State Government for the subsistence of judgment-
debiors arrested in execution of a decree of a civil court.

(3) Sum payable under this rule shall be deemed to
be cosis in the proceeding:

Provided that the defaulter shall not be detained in the
civil prison or arrested on account of any sum so payable.

Rule : .
Forms. . The Central Board of Revenue may prescribe the form

[(Contrast) to be used for any order, notice, warrant, or certificate to

;343, Bengal he issued under this Schedule.

Rule 91 (1) The Central Board of Revenue may make rules.
11::;;:: nﬂel: consistent with the provisions of this Act, regulatingthe
{s. 30, Bengal Procedure to be followed by Collectors and other officers
Act.] acting under this Schedule. Sk



297 Scu, 1IT

(2) In particular, and without prejudice to the genera-
lity of the power conferred by sub-rule (1), such rules may
provide for all or any of the following matters, namely—

‘{a) the manner in which any property sold under this
Schedule may be delivered;

(b} the execution of a doeument or the endorsement of
a negotiable instrument or a share in a corperation,
by or on behalf of the Coliector, where such execu-
tion or endorsement is reguired to transfer such
negotiable instrument or share to a person who
has purchased it under a sale under this Schedule;

(c) the procedure for dealing with resistahce or ob-
struction offered by any person to a purchaser of
any immovable property sold under this Schedule,
in obtaining possession of the property;

(d) the fees to be charged for any process issued under
this Schedule ;

(e} the scale of charges to be recovered in respect of
any other proceeding taken under this Schedule;

(f) recovery of poundage fee;

{g) the maintenance and custody, while under attach-
ment, of livestock or other movable property, the
fees to be charged for such maintenance and cus-
tody, the sale of such livestock or property, and
disposal of proceeds of such sale;

(h) the mode of attachment of a business.

Nothing in this Schedule shall affect any provision of Rule

. 2ila 21
this Act whereunder the tax is a first charge upon any Saving zega:-
-asset, : ding charge.

THE THIRD SCHEDULE

PROCEDURE FOR DISTRAIN"I‘ BY INCOME-TAX
OFFICER

[See section 235(5)]

Where any distraint and sale of movable property are Rule s
to be effected by any Income-tax Officer authorised for the Distraint and
‘purpose, such distraint and sale shall be made, as far qs%le
may be, in the same manner as attachment and sale of any
movable property attachable by actual seizure; and the pro- [New)
visions of the Second Schedule relating to attachment qnd .
sale shall, mutatis mutandis, spply in respect of such dis- i
-traint end sale. e :
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APPENDIX II

Table showing the provision in the existing Act and the corresponding provision,
if any, as propesed’ in Appendix I.

Existing provision Corresponding provision as

proposed in  Appendix 1

Secuon 1 . Clauze |

Section 2{1} . Clause 2(1)
Section 2(2) Clause 2{5)}
Section 2(3) Clause 2{3)
Section 2(4) . Clause 2(9)

Section 2 (4A) .

Section 2{4B)
Section 2(5)

Section 2(5A) .
Section 2(5B) .

Glause 2(10)
Clause z(11)
Clause (12}
Clause 2(19)
Clause 2(14)

Section 2{6} Clauze 2{16)
Scction 2{6A) . . . . . Clause 2{17}
Section 2(6AA). . . . . . . Clanse 2{18) and Explagation.
Section 2(6B) - . . . . . . Clawse 2(19)
Section 2(6C) . . - . Clause  2(g0), items(i)ee (vii)

and Explznstion.
Section 2{6D) . . . . . . . Clause 2(ag)

Section 2(HE)
Section 2(7)
Section 2{7A)}

Section 2(8)
Seciion 2(BA)
Section 2(g)

Section z(10)

Clause 2(24)

Clause »(21)

Clause 2{22), sub. Glauses (i}
and (i),

Clause 2(25)

Clause 2(15)

Clause 2{37), Sub- Claues(i) to

{vii)
Clause 2(28)

Section 2(11} Clause 5
Section 2(12) . Clause 2(30)
Section 2(r3) Clause 2{31)
Section 2(14} . . - . . Clauze 2(g32)
Section 2(14A} . . . . . . . Omitted.
Section z{15), part . . . . . . Clavse 2(36)
Section 2(15), part . . . . . . Clause 2(37)
Seciion 2(16) . . . . . . . Clausc 2(38)
Section 3 . . . . . - . . Clause g
Section 4(1)—
Clause (a), part . . . . . . Cdause g{1) (@)
Clause {2}, part . . . . . . Clawse 4(2)
Clause (5) {3) . . . . . . Clause 4(1){(#}
Clause (5 (@) . . . . . . Clause 4{r)(c) \

d as**Clause....,...", ia 1o
ibed as “Section ... .v000f... "

1, The provision in Appendix I has‘bcc:n .
distinguish it from the existing provixion.iwhmh is
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Clause (b) (if} . . . .
Clause (¢) . . . .
First proviso
Second proviso .
Third proviso
Fourth proviso .
Fifth proviso
Explanation 3 .

Explanation 2 . . . .
Explanation 3 . . . .
Explanation 4 . . . .

Section 4(2)
Section 4{3)—
Clause (i), main para . .
Clause (i), proviso (a) opening lmc .
Clause (i), proviso {a) ()
Clause (i}, proviso (4} (i)
Clause (i) proviso (5}, part
Clause (i), proviso (), part
Ciause (i), proviso {b), part
Clause (i}, proviso (¢
Clause (#1)
Clause (iii), part
Clause (iii), part
Clause (iv) . .
Clause () . . .
Clause {vi)
Clause {via} para. {a)

Clause {zia), para. (b} (Sec Fmance Act, :958)

Clause (vif)

Clause (siif)y . . . .
Clause (ix)

Clause (x) (a}

Clause (xg (&}
Clause {x} ()

Clause (x) (d)
Clause {x} {£}

Clause (xi) . . .

Clause (xig), (See Finance Acl, 3958)
Clause (xii) . . . .
Clause (xifi) . . .

Clause (xir) . . . -
Clause (xipa), main para

Clause (xira}, st Prov. . . .
Clause {xira), 2nd Prov. . .
Clause (xiva), Explanation . .
Ciauvse (x0) . . . .
Clause (xmi) . . . . .
Clause {xvii) . . . .
Clause {xviia) . . . .

Clause (xohib) . . N .
20—1 Law Com./58. o

.

.

Clause 4(r) (d)
Clause 4(2)

© Omitted, see notes.

Clause 11{4) {ir)
Clause 1:1{4){1)
Clause 11{4) (if}
Clause 11{g) {iif)
Clause 4(3)

Clause g(i)

Clause g{iii)

Clause 4(1) (9} (/) (@)

Clause 10

Clause 12{1){i}, main para,
Clause 12(t)(s}, proviso, part.
Clause 2(:)(#) {b)

Clause r2(1) (i) (a)

Ciause 12{z)

Clause 12(3)

Clause 12(4)

Clause 12(1} (i), proviso, part,
Clause rz2(g)

Clause 11(22) {i)

Clause 11{22) (i)

Clause 11{26)(i}

Repealed.

Clause t:{15)

Ciause 11{7){i}

Ciause 11(6}

Clause 11(3)

Clause 11(1)

Clause 11{26} (ii)

Clause 1121}

Clause 1:(7), items {il) to {0}

Omitted: ses notes.

Clause 11(25)

Clause 1:{:8)

Clause 1:{z23)

Clause 1:{8)

Clause x1{9), opening part.
Clause x:(g) (&)

Clause 11(9) (i)

Clause 11(g}, Explanation 2
Clause 11(10)
Clause 11{5) {i)
Clause 11{16} {i)
Clause $:1(16) (i)
Clause 1:(16) {ir)



Clause (xvifi) . . . . . . Clause 11(16} (iif)

Clause (xix) . . . . . . . Clause 11{19)

Clause {xx) . . . . . . . Clause 1:(5) (i)

Clause (xxi) . . . . . . . Clause 11{27)

Clause (xxif) . . . . . . . Clause 11{20}

Last para, part . . . . . . Clause :2(6}

Last para, part \ . . . . . . Clause 12, Explanation {a)

Bection gA—
Clause {a) {i} . . . . . . Clause 6(1) (a)

Clause (a) (i} . . . . . . Clause 6(1) (&)

Clause {a} (iii) . . . . . . Claus= 6(1) ()

Clause (a) {v) . . . . . . Omitied; ses notes.

Clause (b)) . . . . . . . Clawse 6(2)

Clause {¢) . . . . . . . Clause 6(3)
Section 4B {(a) . . . . . . . Clause 6(6}, part.
Section 4B(s) . . . . . . . Ciause §(6}, part.
Section 4B{c) . . . . . . . Omitted as unnecessary.
Section (1) . . . . . . . Clause 127
Section (1A}, earlier part . . . . . Clause 128(1}, part.
Section 5{1A}, latter part . . . . . Clause 13:(s}
Section §{2), ecarlier part . . . . . Clause 128(1}, part-
Section g{2}, latter part . . . . . Clause 131(2)
Section 5(3), earlier part . . . . . Clause 128(1), part.
Section 5(3), latter part . . . . . Clavse 128(2)
Section 5(34) . . . . . . . Clause 128(3)
Section 5{4), earlier part . . . . . Clause 129(:}
Section 5(4), latter part . . . . . Clause :3:(3) {a)
Scetion 5{3), earlier part . . . . . Clause 136{4)
Section 5(s5}, latter part . . . . . Clause 131(5)
Section 5(5A), carlier part . . . . Clause 13:{6)
Section 5(54), latter part . . . . . Clause 129{g)

Section 5(6) . . . . . Clause 13:(7), 15t para.
Section 5(7), words *for the purposes of this Act”,  Omitted; ser notes.

Section 5(7) (i} . . . . . . Clause 129(2)

Section 5(7) (i) . . . . . . Clause 129(3)

Section 5(74A), main para, earlier part . . Clause 132 (1)

Section- 5{7A), main para, latter part . . . Clause 132{4), main para,

Section 5(7A), Explanation . . . . Ciause 132 {4), Explanation

Section 5{7B)}, carher part . . . . . Clause 130 {2)

Section 5{7B}, latter part . . . . . Clause 140

Section 5(7C), main para . . . . . Clause 133, main para.

Section 5{7C), tst Prov. - . . . . Clause 133, Prov.

Section 5{7C}, 2nd Proviso . . . . Clause 160, Explanation 1.

Section 5{8) . . . . - . . Clause rg0{1)

Section 5A . . . . . . . Omitted, in view of the propo”
' sed abolition of the Appellate

Tribunal.
Section 6 . . . . . . . Clause 14

‘Section 7{1), main para, part . . . . Clause 15 )
Section 7{17, main para, part . . S Clause 17(z} |
Section (1), main para, part . . o0 .o Clause 17(2) :

[R——



Section 7(1}, 1st Proviso.

Sezction 91}, 2nd Proviso. .
Section 7(1), Expl. t . .
Section 7(1), Expl. 2, main part .
Section 7(1), Expl. 2, Prov., part
Section 7(1), Bxpl. 2, Prov., part
Section 7(1), Expl. 2, Prov., part
Section 7(1), Expl. 2, Prov., Part

Section 7(2}{i) .

Section 7{2}{ii)

Section 7{2){iia}, main para.
Section 7{2}{iia}, Prov.

Section 7{2)(iii}.

Section 8, 1st Paza. .
Section 8, 15t proviso, earlier part
Section 8, 15t proviso, latter part
Saction 8, 2nd proviso

Section 8, 3rd proviso . .

Section 8, Explanation—
Clause {a}, part
Clause (a), last Yines

Clause (§), first line
Clause (#), part
Clause (), last lines

Section g1)—

" Opening para.
Clause (i), part
Clause (i}, part
Clause (i), main para.
Clause (i), Proviso
Clause {#ii)
Clause (i), main para.
Clause (iv}, proviso
Clause (v)
Clause ()
Clause {v.4)
Explanation .

Section g{z)—
First para.
1st Prov. . .
2nd proviso, excc;ﬁt Jast line
2nd proviso, last line
grd provise

Section g3} .
Section 9{4)(a) .
Section 9{¢)(5) -

Section 9{4){c) (Ser Fi-nance. Act, .1916}‘ ci -
i

30

.

Clause 88(1)(s}
Clause 213
Clause 17{3)
Clause 17{4}
Clause 11{r1}
Clause 11{12}

. Clause 11{14)

Clause 296; See also clause
1:{13}.

Clause 16(7)

Clause 16{1)

Clause 1€{i:1), earlier half.

Clause 16(%if), latter haif.

Clause 16 (iv)

Clause 18

Clause 19

Clause 23

Clause 87(:)

Clause :88.
87(ir} also.

Compare-  clause

Clause 20(1)(f)

Clawse 20(2), main para. part
and clause 40{d}, part.

Clause zo{z2), Expl.
Clause 201} (#)

Clause 20{2), main para, pant
and clause 4o(d), part.

Clause 22

Clause 24(1)‘(s:)(a}
Clause 24(1)(#}{5)
Clause 24.(:){iif)
Omited, as obsolete.
Clausc 24{1} (i)

Clause 24(1), items (z) to {writ)
Clause 25 '
Clause 24(1}{éx)

Clause 24(1)(x)

Clause 24{1)(xi)

Clause 27(ii)

Clause 23(1) '
Clause 23(3)
Clause 23(4}
Clause 24(z)
Clause 24(1){i} and
Expl.

Clause 26 )

Clause 27(i)

Clause 27(ii) .
Clause 27(0)

24(1),
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Section 1o, Sub-section {1)

Sectionr 10, Sub-section {2)—
Opening paragraph . .

Clawse {1}, without the proviso.
Clause (i), proviso . . .
Clause (i), without the proviso
Clause (if), proviso

Clause {ifi}, main part

Clause {iif), proviso, part

Clause (iii), provise, part (last 17 words)

Clausc (i), Explanation
Clause {iv), part (for buildings)

Clause {iv}), part {for machincery ete.).

Cilause (i), part {{or stocks etc.)
Clause (v}, part (for buildings)
Clause (), part {for machinery ete.)
Clause (:i), first para, part

Clause (zi), first para, part

Ciause {1}, second para., with its clauses (a),(8)

and (¢}
Clause (¢}, proviso {a
Clause (i), proviso (b}, part

Clause (v}, proviso (&), part (re&rrmg Lo pre.

103G vears).
Clause (i}, proviso {)
Clause {u1a), part
Clause (vig), part
Clause (11a;, part
Clause {rib}, main para. .
Clause (2ib), proviso (a)
Clause (i), proviso (b, carlier part

Clause (vih), proviso (8), latt ¢ half .

Clause (sib), proviso last para.
Clause (wif}, first para.
Clause (vii;, first proviso

Clause {1}, Second Provise, part
Clause (s#), S=cond proviso, part
Clause (i), Third provise

Clause {z1i}, Fourth proviso, part

Clause {e1), Fourth provise, part

Clause {pii}, Fiflth proviso
Clause (rai) . . .
Clause (ix), earlier part .
Clause (“x, latier part
Clause (), main para.

Clause 28, opening  paragraph
and sub-clause {1}

Omitted, as deductions have been
listed in separate clauses.

Clause g0{a}(i)(a)

Clause 38(1}{e}

Clause 30{a)(i}{b)

Clause 38(1)(5)

Clause 48(3), main part

Clause go(a) (i)

Omitted, as repeated in existing
section 10{4}{b) : Se¢ mnotesto
Clause 0.

Clause 56(4}, Explanation
Clause 30{¢)
Clausc g1{#)
Clause 46(1)
Clause g0{a){ii}
Clause 35{1}
Clause 32{1)({)
Clause 32(3){i)
Omiticd, as obsolete.

Clause 14(1}, part
Clause g2{2)
Omittad

Clause 34(2)

Clause 32(1){f#), main para.
Clause 32(1}{i#), Explanation.
Clause 3402} (3#)
Clause 33

Clause 34(1), part
Clause 34(3){e) Exception.
Clanse 34{3)(a), main para.
Clause 34(3)(8)

Clause g2{:){iv) main para., part

Clause g2{1){jv), main para.,
part.

Clause 412}, main para.
Clause 41{2}, Explanation 2.
Clause g2(1}{iv}, Explanation.

Clausc 412}, main para. and
Explanation 1.

Omitted mn view of  proposed.
dralt for s. o2} (vii), 3rd
proviso.

Clause 31(2), Explanation 3.
Clause 46(z)
Clause 30(b)
Clause 38{2)
Claus= 36{2), opening pam%~

*
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Clause {x), proviso

Clause (xi), main para. . . .
Clause {xi), proviso carlier half .
Clause (xi}, proviso, latter hall

Clause (xii)

Clause (xiti), part . .

Clause {(xiti), part . . . .
Clause {xiv), first para., earlier part .
Clause (xir), first para, latter part

Clause (xiz}, Ist proviso .
Clause (xip), 2nd provise {a), opening Imca
Clause (xiv}, 2nd prov., {a){i} .

Clause {xis), znd proviso, {a){il) . .
Clause (xiv . Second proviso, (§)

Clause (xiv}, Second proviso, {¢)

Clause (xir), Second proviso, {d

Clause {xiv}, Second proviso, {¢), earlicr part
Clause (xir), Second proviso, {£}, latter part
Clause {xiv), Second proviso, { f}, part .
Clause {xiv}, Second proviso, (f), part
Clause {xiv), Second proviso, (f} part

Clause (xit), Second proviso, (g} .
Clause (xiv), Fxplanation at the end .
Clause (xz) . . . . . .

Section 10, Sub-section {24)

Section 10, Sub-Sections {28) and {2C)

Section 10, Sub-section (3)

Section 10(4), first para
Clause {g) . . . . . .
Clause (5) . . . . . .
Clawe (¢} . .

Section 10(44}, Clause (a) .
Clause {(§) . . . . . .
Explanation .

Section 10 (.;B) {See Fmancc Act, !958)

Section 10(5), first para—

“*paid"

‘piant” .

Clause (), main part

Clause (a), First proviso . . . .

Clause {a), Secord proviso

Clause (b}, main part

Clause (b}, first proviso .

Clause (§), 2nd proviso . . .

Clause {¢) . . . . . .

Explanation, earliar part

Explanation, latier part . .
Section 10 {54), opening line . . .

Clauses (a), (8), (el () - - . -

"

Clau.s;e gz({2}(i)
Clause 36(6), main para.

“Clause 4174}

Clause 36(6), First proviso.
Clause 35(1} ()
Clause 35{1){ii}
Clause 35( 1) (i)
Clause 35{1){iv)

Clause 35(2)(i), main para.
Clause 35(2){i), Bxplanation.
Clause 3¢(2)(ii), opening lincs,
Clause 35{2){if}($)

Clause s5{z}{it), {a)
Clauze 35(2)(iti)

Clause 41{3)

Clause 35({2)(ir}

Clause 35(2){t)

Clause 42{1), Expianation 1.
Clause 35(4)

Clause 73(3}, part

Clause 74(3), part

Clause 35(3)

Clause 32(5)

Clause 37

Clause 41(1})

Omitted.

Clause 38(3)

Clause 40{8) (ii}

Clause gola) {fii}

Clause 40{b)

Clawse 4o(a) (i)

Clause 40 (¢} {i}

Clause go{c) (i)

Clause 40 {¢) Explanation
Clause 34 {2) (i0)

Clause 42 {2)

Clause 42{3)

Clause 42 {7} {2)

Clause 42(1), Expl. 3

Clauss 42 (1), Expl. 2
Glause 42 {7) (4}, main para
Glause 42 (7} (b), Proviso
Clause 42 (7} (8) Explanation
Clause 42 (1), Explanation 2
Clause 42 (1), main para
Clause 42 {7}, Explanation 3.

Clause 28 (1), opening lines,
part.

. Clause 28 Gii), (3), {8}, T}, {d)



last para, carlier hatf .

iast para, latter half .
Section 10(6) . .. .
Section 10 {7) .

Section 11
Section 12 —

Subegection (1)

Sub-section (14)

Subrsection {1B) .

Sub-section {(2) —

main para, part
main para, part
Proviso . .
Sub-sections (3} & (4) —
part .
part . .
Sub-section {5} —
part
part
Section 124
Section 1244
Section 128

Sub-section(t)—
main pars, ¢arlier part
main paras, latter part
tst proviso, part
15t provise, part

and proviso, earlier haif
2nd proviso, latter half, part
2nd proviso, latter half, part

Subesection {2)}—

cpening lines . . .
Clause (i)

Clause (i), part
Clause (it), part
Clause (i}, parl
15t proviso

and proviso, part
2nd proviso, part
ard proviso, part
3rd proviso, part
3rd proviso, part

3rd proviso, part

3rd proviso, part . .

4th provise . . .
Sub-seciion (3)—

main para, carlier half, part

main paza, earlier half, part

main pars, earlier half, part

Clause 28 {if}, opeming lines,
part.

Clause 123 (1}, main para.

Clause 28 (i)
Clause 44, part.

_Repealed.

Clause 58 ()

" Clause 58 (2) (i)

Ormitted, 35 spent.

Clause 60 (i)
Clause 6o {iii)
Clause 61 7a)

Clause 60 (ii)
Clause 62(2)

Clause 61 ()
Clause 62 ()
Clause 39
Clause 187

Clause 45

Clause 46

Clauge 47 ()

Clause 47 (i)

Clause 47 (i)

Clause 42 (1), Explanation 3.
Clause 42 {7), Explanation 2.

Clause 48, opening Yines.
Clause 48 (i) '
Clause 48 (it}

Clause g0 {1} (a)

Ciause 57 {(§)

Clause 54

Clawse 51 (1)

Clawse 51 (2)

Clause g0 {1} {8

Clause 50 (2) ) (¢)
Clause 50 (3) (i), part
Clause 50 (3) {ii) 16)
Clause 50 {4) (5
Clause 52

Clause 50 (2}, openting lins.
Clause 50 {2)"{i) {a) i
Clause 50 (3) (), par. - !



main para, carlier half, part |
main para, cariier haif, part,
main pars, lattter half .

Proviso (t),part . . . .

Proviso (i), part
Provise (i), part . .
Proviso (i}
Sub-section {4)—
Clause )
Clause (&)
Section 113, main para . .
$cction 13, Proviso, part . .
Section 13, Proviso, part
Section 14 (1) . . . .
Section 14(2) to (5) :—

" For income-tax

Sub-section (2},
Clause (a)

Sub-section {2}, . .
Clause (aa), main para

Sub-section {2}, .
Clause ()

Sub-section (3}, main para
Sub-section (3}, Explanation
Sub-section {3}, Proviso .
Sub-section {4)

Sub-section {5}

For Super-tax
Sub-seotion (2} {ag}, main para
Sub-section {2} (aa), proviso
Sub-sectian {3)
Sub-section (4)
Sub-section (5}
Section 15
Sub-section (1)
Sub-section {2}
Sub-section {24}
Sub-section {3}
Section 154, earlier part
Section 154, latter part . .

Section 15-B :(—

For income-tax
Sub-section (1), main para
Subesection {1), tst Proviso
and Proviso {a)
and Proviso (B) . .
Sub-section (2}, main para .
Sub-acction {2), Explanation .;
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Clause 50 {1) {ii} (a)
. Clause 50 {4) {(a)

Clause 5o, Explanation. .
Clause 50 {2), optning lines of

sub-clause (i).
Clause 50 {2}{f) (b)
Clause 50{3} {§), part.
Clause 50 {2) {i).

v

Clause 55

Clause 56.

Clause 150 (1}, main pars.
Llause 150 (1), Proviso.
Clause 150 (2)

Clause 13 (2)

As given below,

Clause 87 {iif}
Clause 87 (iv}
Clause 87 (v}

Clause 82 (1)
Clause 8z {2
Clause 82 (3)
Clause 83
Clause 84

Clause 111, part.
Clause 111, part.
Clause 104
Clause 106
Clause 107

Clause 88 {1} (a)
Clause 88 (1) {b)
Clause 88 (2}
Clause 83 (3}
Clause 81
Omitted.

As given below (—

Clause 89 (1), part.

See “For Super-tax’, below.
Cliause 89 {2)

Clause 89 {3}

Clause 89 (5)



Sub-section (24)

Sub-section (3)
For Super-tax
Section 15-8B, Part

SBection

15C—

For tncometax

Sub.section (1)
Sub-section {2}, main para
Sub-section (2}, Proviso

Sub-section (1)
Sub-section (4)

Sub-sertion (5)

Sub.section (6)

For super-tax—

Section

Section 16(1), (a), earlier half .
Section 16 {1} (a), latter half

Section t6(1) (b}, main para,
Section 16 (1) (b), Proviso

15C . .

Section 16 (3}, {¢)—

Main para, earlier half .
Main para, latter half

15t Proviso
2nd Proviso, part
2nd Proviso, part

grd Proviso, earlier half .

ard Proviso, latter half
Section 16 {2}, main para, part
16 (2) main para, part
16 (2), main para, part

Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section
Section

Section

16(2), Proviso
16 (3} .

17 (1), main para .

t7_ (1}, tst Proviso, earlier pa-t
17 (1), 15t Proviso, latter part
17 {1}, 2nd Proviso.

£7 {2), part .

17 (2), part .

17 (2), part
17 (8}, part
17 (3}, part
17 {3}, part
17 (4)

17 (5}

Section 15-B {1}, 15t Proviso

Omitted, as spent.
Clause 8g (4}

Clause 109 (1), part
Clause 109 (2)
As given below ;—

Clause 85 (1)
Clause 85 (2)
Clause 85 (3)
Clause 85 {4)
Ciause 86
Clause 82 {5)
Clause 82(6)

Clause 110, part-
Clause 68

Omitted. See Section 15 A latter
half.

Clause 69(1)
Clause 69 (4)

Ciause 63

Clause 64

Clause 66, {(a)
Clause 66, ()
Cmitted.

Cluase 65 (1}
Clause 65 (2)
Clause 8

Clause 59 (1)
Clause 59 (2)
Clause 59 (3}
Clause 67

Clause 124 {1)
Clause 124 (2)
Clause 124 (3}
Clause 124 (4)
Clause 88 (1}, opening lines.
Clause 8¢ (1}, part.
Clause 128

Clause 109 (1), part
Clause i 10, part
Clause 111, part.

Omitted, as 5. 14 (2) (¢} is no'
longer o} the statute book.

Omitted, consequent on  omission
of section 15A, latier half.
Contrast definition of “avcrage
rate  of income-tax™ .
expression which has been uscd
in the Chapteér ‘on Rebj es).
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Section 17 (6), opening lines, part . . Clause 125, opening lines

Section: 17 (6), opening lines, part,. (wards "mx:!.ud- Cmitted
ing super tax™).

Section 17 (6), clause (s, . . . . - Clause 125 (a}

Section 17 (6), clause (i), main para . . . Clause 125 (b), main para

Section 17 {6}, Clause (i), Proviso . . . Clause 125 (5), Prov,

Section 17 {7), part . . . . . . Clause 126

Section 17 (7), part . . . . . . Covered by clause 126

Section 18 {1} . . . . . . . Repealed '

Section 8 {2), main para . . . . . Clause 2ot (1)

Section 18 {2}, Proviso . . . . . Clause 20t {3)

Section 18 (24), carlier part . . . . OSlnlg?d) as repeating existing
1 2

Section 18 (24), latter part - . . . . Claus¢ 201 (6)

“Bection 18 {28), main para . . . . Clause 20% {2)

“Section 18 (2B), Prov., part . . . . Clause 205 {1), part

‘Section 18 (2B), Prov., Part . . Clause zo5 {2}

Section 18 (28) Prov., part (re: order by Incomc- Cmisted, as unncessary.
tax Officer). /

Section 18 (3), main para . . . . Clause 202 (&)
Section 18 (3), Prov. . . . . . . Clause 205 {1}, part
Section 18 {34), main para . . . . Clause 202 (§)
" Section 18 (34), Prov. . . . . - Clause zog (1}, part
Section 18 {1B), main para. . . . . Clause 204 (1), main para
Section 18 (38, 1st Prov. . . . . Clause 205 (1), part
Section 18 (38}, 2nd Prov. . . . . Clause 204 {1}, Prov.
‘Section 18 (3C). . . . . . . Clause 204 {2)
‘Section 18 {3.D), main para . . . . Clause 209
Section 18 (3D), Prov. . . . . . Clause 205 (1}, part
‘Bection 18 {4) . . . . . Clause 206
Section 8 (5), main para carhcr half, part . . Ci‘au‘?e 207, main para, earlier
a
:Section 18 (5}, main pa-a, earlier -hall, part Clause 246 (1), carlier Half
‘Section 18 (3), main para, latter half, part . Glause 207, main para, latier hal {
. . part. .
‘Section 18 {5}, main para, latter half, part . . Clause 246 {1} 1latter half.
‘Section 18 (5), 15t Prov . . . . . Clause 207, main parg, latter
hall, part. .
Section 18 (4}, 2nd Prov., part . . . . Clause 207, 15t Prov. ,
Section 18 {5), 2nd Prov., Part . . . . Clause 246 {1}, 15t Prov.
Section 18 {5), 3rd Prov., Part . . . . Clauss 207, 2nd Prov.
Section 18 (s), 3rd Prov, part . . . - Clause 245 (1}, 2nd Prov,
“Section 18 (6) . . . . . . . Clause 208
Section 18 (7) . . . . . . . Clause 209
Scction 18 (8) . . . . . . . Clause 210
Secction 18 {g) . . . . . . . Clause 211
Section 18, Expl. . . . . . . Clause 212

Section 18A (1} (a), main para, earlier half,past . Clause 215 {f)

Section 18A (1) {a), main para, earlier half, part . Clause 216

Bection 18A (1) {a}, main para, earhcr half, pnrt Clause 217 (a), carlier hs‘i
“Section 18A (1) {a), roain para, aed:_:cr balf, parsi & Clause 218 {1). - f
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" Section 18A (1) {a), main para, carlier half, part Clause 218 {2}

Section 1BA (1) (4), main para, earlier half, part . Clause 219 (1), main para
Section 18A (1) (), main para, latter half, part Clause 217 {q), latter half
Clause 217 ()

Clause 219 (1) Prov.
Clause 217. Expl.

Section 18A (1) {g}, main para, latter half, part
Section 18A {1} {a), 1st Prov . . . .
Section $8A (1) {a), 2ad Prov.

Section 18A (1) (4), 37d Prov.

Section 18A (1) {5)

Section 18A (2), main para

Section 18A (2), Prov. . .
Section 18A (3} . . . .
Section 184 (4)

Clause 218 (3)
Clause 215 {2)
Clause 220 (1)
Clause 220 (2)
Clause 220 (3)
Clause 221

Section 18A (5), main para part f.e. cl ()

Section 18A (5), main para, part. . . .
Section 184 (5), main para, part.

Section 18A (5), main para, part.

Omitted, as spent
Clause z22 (1), part
Clause 222 (1), part

Clause 2 (33} e
t“regutar assessment”

definition.

Section 18A (s}, 15t Prov . . .
Section 18A (5), 2nd Prov. . . . .
Section 18A (6}, main para

Section 18A (6), 1st Prov

Section 18A (6), end Prov.

Section 18A (6), grd Prov .

Section 18A (6}, ath Prov .

Clause 222 {2)
Clause 222 (1), part
Clause 223 (1), part
Clause 229 {1}, part
Clause 223 (2)
Clause 223 (3}

Omitted, as the draft pmpoaed
for 8. 18A {6} main para; appli-
es the rule contained in the
Prov. for all cases.

Section 18A (6),5th Prov .
Section :8A ()

Section 18A (B}

Section 18A (g}, main para
Section 18A (g}, Proviso

Scction 18A (10)

Section 18A {11)

Section 18A (12}

Section 19

Section 10A

Section 20

Section 20A

Section 23

Section 22 (1) .

Section 22 (2) .

Section 22 {2.4), part.

Section 22 (24), part .

Section 22 (3) .

Section 22 (4} -

Section 22 {5) .

Section 23 {1) . . . .
Section 23 (2) - . . .
Section 23 (3) .

Section 93 {4), main para, cad:ec h‘lf

.Glause 223 (4)

Clause 224
Clause 225 (1)

Clause 282, earlier half.
Clause 282, latter half

Clause 226

» Clause 227

Glause 228
Clause 200 (1)
Clause 166 {4)
Clause 167
Clause 166 {1}
Clause 166 {2}
Clause 143 (1}
Ciause 143 (2)
Clause 143 (3)
Clausc 8o
Clause 143 {4}
Clause 146 (1)
Clause 146 {5}
Clause 147 (1)
Clause 147 (2}
Clawse 147 (3)
Clause 148 (1)
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Section 23 (4), main para, latter half, part . .
Section 23 (4), main para, latter haif, part .
Section 23 {4} , Proviso . . . . .
Section 23 (5}, opening lines .

Section 23 (5) {a), main para

Clawse 193 (2), part

Clause 192 (6)

Clause 193 {2), part.

Clause 18g (1}, opening fines
Ciause 189 (1) (i) and {if}

Section 23 (5) {a), 15t Prov.

Section 23 {5} {a), 2nd Prov.

Section 23 (5} {a) q3rd Prov.
Section 23 (5} (§)
Section 23 (6) .
Section 23.4—
Sub-section (1), part
Sub-section (1), part
Sub-section (1), part
Sub-section (2)
Sub-sections {3} to (7)
Sub-section (8)
Sub-section (g)

Explanation 1—

Clause (1)

Clause (5}{i}, main para
Clause (5)(f), Proviso
Clauge {5){if)

Clause (#){fif), main para, zarlicr ha!f
Clause {6){iti}, main para, latter half, part .

Clause (b)(fi{}, main para, Iatter half, part

Clause {b){ifi), Proviso

Explanation 2—

Section 23B(1}, earlier part
Section 23B(1), latter pare .
Section 23B(2) .
Section 23B(3} .
Section 238(4) .
Seciion 298(5) .
Section 23B(6) .
Section 2aB{7) .
Section 23B(8)

Section 24(1)~—

main para

15t Proviso

and Proviso, earlier half
and Proviso, latter halfs
Expl. x . . .
Expl. 2

Section 24 (2)—

main para, part . .
TRt para, part . .
main para, part . .
main para, part . .

Clause 184 (2)

Clause 18g 1)
Ormitled, as unnecessary
Clause 190

Clause 165

Clause 119 (1)
Clause 113 (2)
Clauze 118
Clause 114
Repealed
Clause 115
Clayse 116

Clause 119(x), part

Clause 117(1), part

Clause g5(1), part

Clause 117(:}, part

Clause r1y(1), part -
Clause 117(2), main para
Clause 117{2), Explanation.
Clause 95(2}, Proviso

Clause 120

Clause t45{1)
Clause 145(2)
Clause 145(3)
Clause 145(4), part
Clause 145(7)
Clause 244

Clause 245

Clause 145(3}
Clause 145(6;

Cilause 73(3)
Clause 74{1}

“Clause 7876}

Clause 76{1)
Clause 28, Expl, =
Clause 42(6)

Clause 73102}
Clause 73{4.
Clause 74{2;
Clause 74{4-
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Proviso (a) . . . . . . . Repealed.

Proviso (8), part . - Glause 73(3), part.
Proviso (8), part . . . + Clawss 74(3), part.
Proviso {c}, earlier part . . . . . Clawse 76(2).

Proviso (¢}, latter part . . . . - Clause 78(2)(8).
Proviso (d) Clause 77,

Proviso {¢) . . - Clause 7q.

Proviso () . . . .. . . . Omitted, as obsolete.

Bection vy, (24)
Section 24, (28)

Clause 75(1).

part . . . . . . . . Clause 75(2).
part . . . . . . . . Clause 75(3).
SBection 24(3) . . . . . . . Clause 164.
Section 24A(1), main para, cariier half . - Clause 184(s).
Section 24A(1), main para, latter half, part ., .+ Clause 184(2).
Section 24A(1), main para, latter haif, part . . Clause 184(3).
Section 24A(1), Prov, . . . - Omiited, as unnecessary  in the

draft as framed,

Section 24A(7) . . . + Clause 184(4).

Section 24B(1), part . . . . . . Clause 1688(1), part.
Section 24B(1), part . . . . . . Clause 168{6).

Section 24B(1), part . . . . . - Clause 168(5).

Section 24B72) | . . . . . . Clause 168(2), part.
Section 24B(3) . . . . . . . Clause 168({2), part.
Section 25(1), part . . . . - .. Clause 185(1).

Section 25(t), part . . . . . . Clause 185(4),

Section 25{2}, earlicr part , . . . . Clause 1853},

Section 25{2), latter part . . . . Clause 281,

Section 25(3), part . . . . . . Clause 13(1).

Section 25(3), part {applicable to income-tax) . Clauwse gr{1), part.
Section 25{(4), part . . . . . . Clause 15(2).

Section 25{(4), part (applicable to income-tax) - Clause 91(1), pare,
Section 25(4), Proviso (a) . . . . . Clause 100.
Section 25(4), Proviso(d} . . . . . Clause 13{3).

Section 25{5) . . . . . . . Clause gi{2).

Section 25(6) . . . . . . . Clause 322,

Section 25A(1), main para, earlier part . - Clause 181(2}, part.
Section 25A(1), main para, latter part . . . Clause :8:({3).

Scction 25A(1), Proviso . . . . . Clause 18:(2), parz.
Section 25Af2), main para, pazt . . . - Clause 18o(4).

Section 25A(2), main para, part . . . - Clause 181(4), (a).
Section 25A(2}, main para, part . . . . Glause 18t(4), {b) part.
Section 25A(2), main para, part . . . . Clause 18116).

Section 25A(2), Prov. . . . . . Clause 181(4), (&) part.
Section 25A{3) . . . . . . . Clause 81 (r).

Section 26(1) . . . . . . - Clause 194(1).

Section 26(2), main para . . . . . Clause 18o(1),

Bection 26{2}, Prov. earlier half . . . . Clause 18o(2). ;
Section 26(2), Prov. latter haif . . . . Clause 180{3).

Bection 26A(1) . . . . . - .« Clause 1g:(1h



Section 26A(2), part .
Section 26A(z), part .
Section 26A(2), part |
Section 26A(2), part .
Section 26A(2), part .
Section 27

Section 28(1), main para
Section 28(1}, Prov. (a)
Section 28(z), Prev. (8)
Section 28(1}, Prov.(c)
Section 28(:), Prov.(d)
Section 28(2) . .

Section 28(3)
Section 28(4)
Section 28(s)
Section 28(6)
Seetion 29

Section 30{1), main para
Section 30(1), 15t Proviso

Section 30(1), 2nd Proviso .
Section 30{1}, 3rd Proviso .

Section go(1A) .

Section 30(2), part

Section 50(2), part
Section 30(3) .
Section 3:(1), earlicr parr .
Section 31(1), latter part
Section 31(2)

Section gr{2A) .

Section 3:{3}, opening lines
Section 31(3), main para, clause(a}
Section 31(3), main para, clause($)

Scction 31(3), main para, clauses {¢}, {4} and (¢}

Section 3:(3), main para, clause {r)

Sectien 33(3), main para, clauses {£) and (4)
Section 31(3), ist proviso
Section 3:{3), and proviso .
S ection 31(4)

Section 31( 5}

Section 32 .

Seciion 33(1), par

Section 33(1), part
Section 33(1), part

Section g3/1), part

Section 33(2), earlier part ,
Section g3{2), latter part |
Section 33{24) . - .

Clause 191(3).
Clause 191{4)-
Clause 19:(5).

* Clause 191 {6).

Clause 192(s).
Clause 151.
Clauwse 280(1).
Clause 28o(3)(a}.
Clause 280(1)(5).
Clause 280{3}{c}.
Clause 280(z).
Clause 280(4).
Clause 283{1).
Clause 284.
Clauze 283(3).
Clause 283(2).
Clausc 163,
Clause 254.

Omitted, as under the draft
proposed for existing section
46(1), penalinterest runs with-
out any specific order by the
income-tax Officer.

Clause 255.

Omitted, in view of section 23 A.
as amendcd uptodate.

Clause 256.
Clause 257(z).
Clause 257(3).
Clause 257{1},
Clause 28(1).
Clause 258(3).
Clause 258(4).
Clause 258(5).
Clause 254, opening lines.
Clause 259(1)(a), part,
Clause 259(r} (a), part.
Clause 259{1} (¢}, part.
Clause 259(1)(8).

Clause 259(1){c}, part.
Clause 259(2).

Clause 258(2).

Clavse 275, part.

Clause 258(7).

Repealed.

Clause 260(1), opening Lines..
Clause 260(1){a).
Clause 260(53{5).
Clause 261{1), part.
Clause 260(z2).
Clause 261{r), part.
Clause 261{2), part.
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Section 335(3) .
-Section 33({4)
Section 33(3)
Section 33{6} .
- Section 93A(1}, main para
Section 3341}, proviso(a), part .
Section 33A({1), provise {a), part.
Section 93A(1), proviso {5), part.
Section 33A(1), proviso (§), part .
Section 33A(1), proviso (¢)
Section 33A{2), main para, part .
Section 33A(2), main para, part .
Section 33A(2), 3st proviso {a), part
Seciion 33A(2), 15t proviso (a), part
Section 33A{2), 15t proviso{f)
Section 33A(2), 1st proviso{c)
Section 33A(2), 2nd provise
Section 33A(2), Explanation
Section 33A(3} .
Section 33B(1) .
Section 33B(2) .
Section 33B{3), part .
Section 33B(4}, part .
‘Section 53B{4), part .
Section 33Bi4), part . . . .
Section 34(1], 15t para, clause (a}, part
Section 34{1), ¥st para, clause (2}, part
‘Section 34(1), 15t para, clause (), part
Section 34(1}, 15t para, clause (b}, part
Section 34(1), 2nd para, part

Section 34(1), 2and para, part
Section 34{1}, 2nd para, part

Section 34(1) *nd para, part
Section 34(1), 15t proviso, clause {f)
Section 34{1), 1st proviso, clause (1), earlier half

Section 34{1}, st proviso, clause (#), latter half,

part. .
Section 34(1), 1st proviso, clause (4ii}, part .
Section 34{1), ist proviso, clause (i), part .
Section 34(t), st proviso, clause (iff}, part
Section 34(1), 2nd proviso .

‘Section 34{1), 3zd proviso .

Section 34{1), Explanation . . .
Section 34(14) . . . . . .
Section 34 (18).

Seetion 34(1C) . . . . . .

Clause 262, part.
Ormitted.

Clavuse 275, part.
Omitted.

Clause 272(1), part.
Clause 272(5){(a), part.
Clause 272(5)(#), part.

Clause 272{5) {c}, part.
Clause 272(5) (d), part.

Clause 272(3).

Clause 272(1), part.
Clause 292{4).

Clause 272(5}{a}, part.
Clause ay2is){b}, part.
Clause 272(5}(¢), part.

. Clause 272(5}{(d), part.
Clause 272, Explanation 1.
Clause 272, Explanation 2.

Clause 272 (6).
Clause 27:{1).
Clause 273 {2).
Clause 260 (1) (4).
Clause 261 {1}, part.
Clause 262, part.
Omitted.
Clawuse 152 {a).
Clause 153, part.
Clause 152 ($).
Clause 153, part.
Clause 152, paragraph
clause {5).
Clause 154(1).

beiow sub-

Clause 155, (1) opening lihes and

para {a), opening 1
Clause 155(1) {#).
Omitted, as obsolete.

ined.

Clause 155{1) (g) ().
Section 24{1), 1st provise, clause (i), latter half, part Clause 155 (1} (&} (ii).

Clause 155 {1} (a) {2

Clause 154(2).
Clause 157{1}.
Clause 157(z2).
Clause 155({2).
Clause 158{1).

)

Clause 152, Explanation.

Cmiited, as obsolete.

Onmitted, as not applicable for

{future years.

Omitted, as not app
future years.

lia+lc for
!



313
Section 341 D) . . . . . .

Sectian 34(2) . - .
Scction 34(3), main para, part . . .
Section 34{3), main para, part

Section 34(3), main para, part [relating te asses-

sment under section 34{1} {a) ]

Section 34(3), tst proviso . . .
Section 34(3), 2nd proviso, earlier half

Section 34(3), 2nd proviso, latter half, part .

Section 94{3), 2nd proviso, latter haif, part .
Section 35(1), main para, part

Section 35(:), main para, part

Section 35(1), main para, part

Section 35{1}, main para, part

Section 35{1), 1st Prov. . . . .
Section 35(1), 2nd Proviso .

Section 35(2}

S ection 35{3}

Section 35(4) .

Section 35(5) - . . . . .
Section 35 (6) .

Sectign 35(7)

‘Section 35(8)
Section 35(g)
Section g5(10} .

Section 35 {t1) (See Finance Act, 1958) .

Section 36

Section 37(1}

Section 37(2}

Section 37(3)

Section 37{4)

Section 38

Section 39

Section 40 (i), part

Section 4o{1}, part

Section ¢40(1), part

SBection 40{2})

Section 41 (1), main para, part . .
Section 41{1), main para, part

Section 41 (1), meain para, part .

Section 41(r), main para, part .
Section 41{1}, 15t Prov., earlier half, part .
Section 41{1), 1st Prov., eariier half, part .
Section 41(1), st Prov., latter half .
Section 41{1), 20d Prov. . . . ., - .

Section 41(2) . . e . .

Omitted, a3 not applicable for
future years.

Clause 158{2),
Clause 160 () {a).

_ _Clause 160 {2} (8) (i).

Replaced by clause 180 {2) {a).

Clause 150 {2} (&) (if).
Qlause 160 (3) (i),

Clause 156,

Clause 160 {3) {1} )
Clause 161 (1) (a) and (8).
Clause 161 (1} {¢}.

Clause 1631 (2).

Clause 161 (7).

Clause 161 (3).

Omisted, as not appii(l:ablc for
future assessTnent years.

Omied, as the Tribunal is
proposed to be abolighed.

Clause 161 (5}
Clause 161(6).
Clause 162(1).

Omitted, ds not applidable for
future assessment years.

Omitted, as not appliceble for
future assessment yeaps.

Clause 162{3).

Clause 162(4).

Omitted, as not applicable for
fture assessment Years.

Clause 162{5).
Repealed.

Clause 136(1).
Clause 137.

Clause :36(z)-
Clause 136(5).
Ciause 148.

Clause 139.

Clause 169 (1} (#).
Clause 170 {1} part.
Clause 170(1), part.
Clause 175{1} {d).
Clause 169 (1) {#1).

. Clause 160 {1} (i2).

Clause 170(1), part.
Clause 170 {1}, part.
Clause 174, opening part.
Clause t74(g), part.
Clause 174{a), part.
Clause 175. ’
Clause 177, part. |
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Section 42(1}, main para, carlier haif .
Section 42{1), main para, latter half, part
Section 42(1), main para, latter half, part
Section 42(1), main para, latter haif, part
Section 42{1), 138t Prov.

Section g2{1}, 2nd Prov.

Section 42(1}, 3rd Prov.

Section g2{2)

Section 42{3)

Section 43, main para

Scction 43, $st Prov.

Section 43, ?nd Frov.

Section 43, Explanation

Section 44(1), part (See Finance Act 1958)

Section 44 (1), part {See Finance Act, 1958}.

Section 44(2), Part (See Finance Act 1958) .
Section 44 (2}, part (See Finance Act, tgs8) .
Section 44{3), part (See Finance Act, 1058) .
Section 44(3), part (See Finance Act, 1958} .
Section 44(3), part {See Finance Act, 1958) .
Section 44(3), part {See Finance Agt, 1958) .

Section 44A, carlier part

Section 44A, latter part

Section 448 (1) .

Section 448 (2), earlier ha‘lf part
Section 448 (2), eartier haif, part
Section 44B {2, latter hali .
Section 44B (3), earlier part
Section 44B(3), latter part .
Section 344G .

Section 44D.

Sub-section (1}, part

Subwsection (1), part

Sub-section {2}, part

Sub-section (2}, part . . .
Sub-section (2}, part

Sub-section (3}
" Sub-section (3}

Sub-section (5)

Sub-seetion (B)

Sub-section (7 (&) . . .
Sub-section (7) (§) . . .
Subsection (77 (¢}

Sub-section (7} (d)

Sub-section 7 (¢} . . .
Sub-section (8) . . . .
Sub-section (9) . . . .

.

Clause g{i), main para.

Clause 16g (1} (i).

Clause 170 (1), part

Claufe 177, part.

Clause 183,

Clause 171(2).

Clause 171(3).

Clause 95.

Clause 91}, Expl.

Clause 173(1) () (b) {e)-

Clause 173(1), Prov.

Clause 173(2).

Clause 173(+}, Expl.

Clause 186{1), opening lines and'
suh-clause {a}.

Clause 166{1). opening lines andk
sub-clause (a).

Clause t86 (3), part.

Clause tgb (3). part. s

Clause 186(1) (b).

Clause 186(3), part.

Glause 196({1) {5).

Clause 196(1}, part.

Clause 182(1}.

Clause 182(8}.

Clause 182(1).

Cilause 182(4}, part.

Clause 182(5).

Clause 182{z2}.

Clause 182(4), part.

Clause 182(6).

Clause 182(7).

Clause g6{1) (a}.
Clause g6(6) {f), part.
Clause g6(1) (8). *
Clause gb(6} {6).
Clause gb {6) {{}, part.
Clause g6{2).

Ciausc g6(3).

Clause gb{4}.

Clause g6{s) .

Clause 96(6) {a).
Clause g6(6) (&).

Omitted, in view of 5. 23A aw
amended uptodate.

Chause g6{6) {d).
Clause g6(6) (e).
Clause 96(7).
Clause 96(8).
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Section 448
Sub-section (1) . . R
Sub.section {2} . . . . .
Sub-section {3} . . . . .
Sub-section (4) . . .
Sub-section {5} . . . . .
Submection (6} . . . . .
Section 44F—
Sub-section (1) . . .
Sub-section {2} .
Sub-section (3), main para . . .
Sub-section (1), provise
Sub-section (4)
Sub-section (5}
Sub-section (6) . . .

Section 45, main para, part
Section 45, main para, part .

Section 45, 15t Prov. {printed with the main para}

Section 45, and Prov. . .
Section 45, Expl. . . . .
Section 46(5) . . . . .
Section 46(1A)

Section 46(2) . . . . - .
Section 46(2) & (3} . . . . .
Section 46(5} . - . ..
Section 46(5A), tst paragraph part . .
Section 456(5A), st paragraph, part . -
Section 46(5A), and paragraph .
Section 46(5A), 3rd paragraph

Section 46{5A), 4th paragraph

Section 46{5A), 5th paragraph . .
Section 46(5A), 6th paragraph L
Section 46(6) . . . . .
Section 46(7), main p:ragnph . . .
Bection 46(7), 1st Prov. . . . .
Section £6(7), 2nd Prov. . . . .

Bection 46(7), Explanation, carlior half .
Section 46{7), Explanation, latter haif, part .
fection 46(7), Explanation, latter half, part .
Section 46(7), Explanation, latter half, part .

Section 46{8) . . . . 3 .
Section 46(g) . . . . . .
Section 46{10} . . . . . .
Section 46A (1) . . . . .

Section ¢5A(2), main pnnmph P
Section 46A(n), Expisuation b
21! Law Com./38. | 1

Clause 57{1).

Clause g7{a).

Clause 97 (5).

Clause g7 {6).

Clawse g7(8).

Clauses 97(7) and a7y.

Clause 97(3), part.
Clause g7(3) part.
Clause 97{3), part
Clawse g7(4)-
Omitted.
Ormitted.
Omitted.
Clayse 229 (1},
Clause 229 {3).
Glause 229 {5}.
Clauwse 229 (6},
Clause 229, Expl.
Clause 230.
Omitted, as under the draft for
246(1) as proposed, penalty
{interest). runs withput soy
order.
Clause 230(1}.
Clawse 235(s5}.
Clause 295(z2).
Clause 235(3)(3)-
Clause 235(3)(#).

" €lause 235(3) (%)

Clause 253 (3) (»)-
Clause 235{3) ().
Clause 2g5({3)(vi).
Clause ag5(3)(#4).
Clause 236.
Clause 242, main pars.
Clause 242, Prov. |
Omitted. See 1t Prov as
proposcd. -

Clause 242, W
Clause 231{2). :
Clause 235(1).

Clause 243,

Clause 257, ,
Clause 238.

Clause 239.

Clanse 241(1). !

Clause 241(2)

Cinuse 243,



Section 46A(3) .
Section 46A(4} .
Section 47

Section 48{1)

Section 48(2)

Section 48(3)

Section 48(4)

Section 48A

Section 49

Section 40A

SBection 49AA .
Section 493(:), part .

Section 498(1), part . .

Section 49B{2) .

Section 44C

Section 49D—
Sub-section {1}
Sub-section (2)
Sub.section (g) .
Sub-section {4) .

Explanation
Section 39E
Section 4gF

Section 50, main paragraph
Section 5o, 18t Prov. .
Section 50, 2nrd Prov.
Section 50A

Section 5!, opening lines
Section 51(a)

Section 51(8)

Section 51 {c)

Section 51(d)

Section 51{e)

Section 51, last part .
Section 52

Section 53

Section 53{:) .

Section 54(a), earlier part .

Section 54(2}, latter part

Bection 54(3)—
Clause {2} . -
Clause (b .
Clause {¢}
Clavse (4}
lause (¢}
Clause (f)

Clawse (&) - . .
Clause (gg) .. . . .
(;}nulq_{i)_ s
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Clause 241(3).
Clause 241(6}). -
Clause 240.
Clause 247.
Clause 250,
Clause 248(1).
Clause 251,
Repealed.,
Repealed.
Clause gz.
epealed.

Omitted, in view of redeaft of

Scction 3.
Clause 246(2).
Clause 246(3).
Clause g4.

Clause g3{1).
Omitted, as spent,
Clause gz(2)
Omitted, as spent.
Clause g3, Expl.
Clause 253.

Clause 248(7).
Clause 2429{2).
Omitted, as spent.
QOumitted, as spent.

Repealed. !
Clause 285, opening lines
Clause 285(d). i

Clause 285(e),
Clause 285(5),
Clause 285{c).

- Clause 285{q),
Clause 285, last part
Clause 286.

Clause 287,

Clause 14£(1).
Clause 14:(2).
Clause 288{:).

. Clause 141(3){a}.
Clayse 141{3)(b).
Clause 141(3){d).
Ciause 143(3)(e).
Clause 141(3)(g).
Clause r41(2}(4).

.« Clause 141(3)(i).

. Clause 141(3)(j).

: T i f s Clause :4:(3)(;).



n1
Clause (i)
Clause (;)
Clause (k)
Clause ()
Clause (m)
Clause (n)
Clause (o)
Clause ()
Section 54(4)

Section 54(5) .
Section 55—

Main paragraph

15t proviso

2nd Provise

Section 56

Section 56.4—
Sub-seciion {1}, opening lines |
Sub-section (1}, Clause {f), part
Sub-section (1), Clause (i), part
Sub-section (1), Clause (i)
.Sub-section (2} . . .
‘Section 57 . .
Section 58, Sub-aectaon (!), part
Section 58, Sub-scction (1), part
Scetion 58{2) .
Section 58A . . . .
Section s8B(:) .
Section 58B(2) .
Seciion 58B(13) . .
Section 58B(3A) . . .
Section 58B(4) .
Section §8C(1}, opening lines
Section 58C(1){a), main paragraph
Section 58C(1){a), Proviso. .
Section 58C(1)(b), main paragraph
Section 58€(1){4), Proviso, . .
Section sBC(1){c} . ) . .
Section 58C(:}{d), main paragraph '

Section 58C(1}{d}, Proviso. . . .
Bection 58C{1) () . . . . .
Section 58C{1}{f} . . . . .

‘Section 58C(1){g}, earlier part . .
Section 58C(1)(g), latter part .

Section 58C(1){4), . . . . .
‘Section 58C(2) . . . . . .
‘Section 58D . . . .
Section 58E . . . .

Section 58F . -
Section 58G(1), carlier pa.rt )

$ection58{3(:},latterpm . 4 . ili

. Clavse :4;(3}(1).

Clause 141(3)(m).
Clause 141{3){0).
Clause 14:{3)(p).
Clause 141{3){g)-
Clause 141(3)(r).
Clause 141{3)(s).
Clause 141(3)(8).
Clause 141(4}).

Clayse 288{2}.

Clause g8(1), main pal-s
Clauge 98(3).
Clause 104.
Clause gg,

I

Clause 108(1), opening hnes.

« Clause 108({r)(:).
. Clavse 108(3).

Clause 1o8{1)(ii).
Clause 108(2).
Repealed.
Clause roa(1).
Clause toa{2).
Clause 200(z2).
Clause 3o05.
Clause 28g(1).
Clause 28g9{2}.
Clause 28g9(3).
Clause 289(4).
Clause 301.
Clausc 290, opening lhes..
Clause 2g0{a).
Clause 291(1).
Clause 2g0{b).
Clause 291(=2).
Clause 290(c).
Clause 2g90{d).
Clause 291 {3){b}
Clause 2g0{¢).
Clause 290(f).
Clause 2g0(g).
Clause 2g:(3)(a).
Clause 290(h)
« Clause 2g2.
Clause 29:(4).
Clause 294.
Clause 295.
Omitted, as covered
clauscs.1 1 (13) $ud
- Claweagy(h). =~
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Seetion 58G(z) ...
Section 58G(3)

8ection 58H

Seerion 581

Bection 58Y(1) .

Section s8J{2) .

Section 581{3) .

Section 58J(4) .

Section 58J(5) .

Section 58K

Section 58L . .
Section 56M . . . .
Section 58N . .

Section 580

Section 58P, main paragmph

Section 58F, Proviso .

Section 580

Section 38R, main paragrzph part
Section 5BR, main paragraph, part
Section 5BR, main paragraph, part
Section 58R, st Prov.

Section §8R, 2nd Prov.

Sections 588(1) . . .

Section 585{2) .

Section 58T .

Section 58U . . .

Section 58V .
Section 59 . . . . .
Section Go{1)

Section Bo{2), for income-tax . . .

Section 6olz2}, for super-tax .
Section 6o(3)

Section GoA

Scction 61(1}, part . . . .
Section 61(1), part . . . .
Sectiun B1(1}, part . . . .
Section 61{1), part

Section 61(1}, pare

Section 63 (2){i)

Section 61 (2} (i)

Section 61(2) (i)

Section 61{2) (iv) .
Section 6:(3), main paragraph, part
Section 61(3), main paragraph, part
Section 61(3), Prov, . . .
Section 62 . . . .
Section 63 . . . .
Section6g(1) . . . . .

Clause 266.
Clause 2g7(1).
Clause 208.
Clawse 300.
Clause 299{1).
Clause 2g99(2).
Clause 2g99(3).
Clause 291(5).
Clause 299(4)-
Clause 302.
Clause 303.
Clause 304.
Clause 318.
Clause 306.
Clause 307(1).
Clause 307(2).
Clause 308.
Clause 309.
Clause 310, main paragraph.
Clause 311, part.
Clause 311, part,
Clause 310, Prov.
Clause gi2.
Clause 313.
Clauses 314 and 156(3).
Clause 315.
Clause 316,
Clause 329,
Oraitted as obsolete. See exist~
ing 5. 6o(3).
Clause go.
Clause 112.

Omitted as inapplicable to fu~
TUrc asscasment YCArs.

Omitted, as not required for {u-
LtUTe ASLSIMOTIE YEATS.

Clause 324{1).

- Clause 324(2), opening linds.

Clause 324(2)(i).
Clause g24(2)(iv).
Clzuse 324(2) (0}, part.
Clause 3a4(2){#H).
Clause g24{2){#i}.
Clauw 324{z2)}, Expl.
Clause 324{2){s), part.
Clause 924{3).

Clause 324{4}, main para..
Clause 324(4), Prov..
Clause 325. -

Clause 320.

Clause 135{1).



Section H4(2)

Bection 64{4), main paragraph
Section 64{3), 15t Prov.

Section 64(3), 2nd Prov. carhcr past
Section 64(3), 2nd Prov. latter part

Section 64(3), 34 Prov.
Section 64{4}

Seetion 64(5)

Section 65

Bection 66{1}, main par agraph part
Bection 66(1}, main paragraph, part

Section 66(1) , Prov. .
Section 66(2)
Bection 66{3)
Bection 66{4)
‘Bection 66(5), part .
Section 66{5), part
Section 66{6)
Section 66(7), main pa.ragraph
Section 66(7), proviso
Sccrion 66(7A) .

Secuon 64(8)
Bection 66A(1), main pa.ragtaph
Section 66A(1),. Proviso
Section 66A(z) .
Section H6A(3}), main paragraph
Section 66A.(3), 151 Proviso, part
Section 66A.(3), 15t Proviso, Part
Kection G6A(3), 2nd Prov.
Section 66A(4) .
Section 67
Section 67A
Section 675
Section 68
Schedule

Rule 1 .

Rule 2 . . . . ®

Rule 3 .

Ruie 4 .

Rule g{i}

Rule 5(i1)

Rule 5{iii}

Rulde 5(iv)

Rule 5{v}

Rule 6, carlier half pa.rt

Rule 6, earlier half, parl
Rule 6, latter half

Rule 7 .

Rule, 8, para1

Clause 195{2).

Clause 135(3), main para.
Clause 135{3}, 13t Prov.
Clause 135(4}a)
Clause 135(4){5).
Clause 135(5).

Clause 135(6).

Clause 135(7).

Clause 326.

Clause 261(1), past, |
Omirred.

Omitted.

Cmitted.

Qumitted.

Omitted.

Glause 263,

Ciause 265.

Clause 266.

Clause 273, pari.
Clanse 267{2}, part.
Clause 261 (2), part.
Clause 278(a).
Clause 264{1).

Clause 264{2}.
Clause 268,

Clause 26g(t), main para.
Clause 269(t}, Prov.
Clause 274, part.
Clause 274.

Clause 269(4).

Clause 327.

Clause 276.

Clause 328.

Repealed.

Rule 1, First Schedulf.

Rule 2, First Schedulg.

Rule 3, First Schedulg.

Rule 4, First Schedule.

Clause 5(1) {g)- ;

Ruie 7(13{i), First Schedule.
Rute 7(1) {iii), First fchedule,
Rute 1{1) (iv), First Ychedule.
Rule 7{1}(ii}, First S?hodu!e
Rul:il 5, opening lines) First Sche-

Rule 5(b), First Scheduie.
Ruie 5{c), First Schedule.
Onmnitted, as not reguired.?
Rule 6{1) First Scheduic.

Rule, 8, paraz . . . . . . Rule 6(2), First Schaduie.
Ruteg . . . . . . . . Clause 44, part.

1§t is understood that there mno compufq carrying on dividing soc:enef OF asacss-
ment business.
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NOTES ON CLAUSES
CHapTER |
PRELIMINARY

Notes to clause 1.

The word “Indian” has been omitted in consonance
with the recommendation made by the Commission in res-
pect of other Acts, and in conformity with recent legislative
practice.

Notes to elause 2.

The words “unless here is anything repugnant in the
subject or context”, appearing in existing section 2, have
been retained, in view of the opening lines of sectipn 3,
General Clauses Act, though recent Central Acts use the
formula “unless the context otherwise requires”. :

1. Agricultu- Till recently there was a conflict of judicial opjnion

ralincome.  regarding the interpretation of the word “agriculture”. In
the latest pronouncement of the Supreme Court’, all the
decisions have been reviewed and the conflict in the judicial
pronouncement resolved. Hence it is not necessary to ex-
plain what is meant by “agriculture”.

2. Annual Since existing section 9 has been broken up, iq' the
value. draft, into various clauses, it appears useful to have this
definition pointing to the relevant provision. :

3. Appeliate No change has been made in the existing provision.

Assistant Co- Only, it has been placed before the definition of ‘assessee’.
mmissioner. ’

. Approved Since these two expressions occur frequently in the

uperannua- Act 3 reference has been made to them here.
tien fund ete.

5. Asscssee. The existing definition of ‘assessee’ has been replaced
in the draft by a more comprehensive definition, so to
include all the possible categories of assessees, ie., {i} a
person who is himself liable tg pay the tax on incomd be-
longing to him, (ii) a persop Hable to pay tax on indome
belonging to another person, ang (iii} a person who is deem-
¢d under the sections of the Act to be an “assessee” or;“as-
sessee in default”, :

: Wherever necessary, drafting changes have been rhade
in the substantive provisions (particularly in the Chapter
entitled “Liability in Special cqses”) to bring out the result
that any person on whom a ligbility to pay tax ete. is) im-
posed by the Act, becomes an/ dssessee. It is hoped khat
the definition of ‘assessee’, as drafted, when read with| the
substantive provisions, will cover all cases of vicarious lia-
bility falling under any of the following categories :—

(1} One person’s income included in another's totaz in-
come-vide existing sections 4(2), 16(1)(c), 16(3),
44D, 44E and 4F, as well as section 42(2). :

3 CLT. vs. Raja Benoy Kamar Saha Roy. (1057) 32 L. T.R. 466. Sed also
C.LT. vs. Jyoli Kana Chowdhuref, (1957)34 1T.R. 705, and Kameshwar Singh vs.
CaT. {1957} 32 LT.R. 58. : - -
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{2) One person liable to e assesged as representing an- -
other person under existing sections 40, 41, 42(1).
and 44B(3).

{3) One person ceasing o exist, and thereupon ano-
ther becoming liable, to be assessed for or to pay
tax for which the fgrmer i liable—vide existing
sections 24B, 25A, 2642), Proviso and 44.

(4) One person liable to pay (without the formality of
assessment) tax normally payable by another—uvide
existing sections 18(7) and 48Ai{(2) and (3).

(5) Cases where procedure for recovery of tax may be
applied against one person, {who is not himself the
assessee) for tax repoverable from another—vide
existing section 46(5A) 5th para and also draft
Second Schedule, Rule 87.

(Existing section 8, 3rd Proviso and seglion 58-U need |
not be specifically dealt with Here).

Since the deﬁmtion of “assessee” is made comprehen-
sive, the words “or other person liable to pay such tax, -,
penalty or interest” occuring in existing section 29 have '
been omitted in the drafi'. This will remove the daﬂ‘iculty
created by a decision of the Madras High Court’,

A definition of assessment, as including re-assessment, & Anm-
hasabeen inserted on the lines of the Canadian income-tax
Act’.

This is new. Though the Act uges the expression “as- 7-! Assess-
sessment year” there is no definition of that expression ¥futyean
anywhere in the Act. We have, thenefore, included a defi-
nition which conforms to the existing practice. In the In-
come-tax Acts of other countries, e.g., Ceylon, there is a |
definition of ‘assessment year'. |

t

This is new. Instead of giving an elaborate formula$ A"ﬂ"se
to arrive at the average rate whereve? it becomes necessary, 1 mn':c tax.
we thought it more convenient and conducive to clarity
to add a definition. This 1s based on sub-section (5) of
existing section 17. ]

Mention of earned income relief has not been made in
the definition, in view of the fact tha?hthe provisions of the |
Act relating to earned income relief have now Hecome ob- |
solete. Since successive Finance Acty for the last two years
have not provided for this relief,. it would seem to be the
coi:ﬁé'med policy of Government to apohsh earned income I
relie |

This is also a new provision intqnded to arrive at the Aperage rate
average rate of super—tax {compare the definition of “ave- g¢f supertax.
rage rate of income-tax” referred to above). :

1 Vide draft clause 163.

* E Alfred vs. Addl. 170, (1956) 29 1.7 R 708 See also Abdul Kasim
vs. C.LT. (1g58)33 1.T.R. 466, '

1 See the {Canadian) Income-ta Act., 3944 *a:non 139{z }{d),
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9. Business. No change has been made in existing section 2(4).
oy Capital Item (iii) of the existing definition, which excludes “any

land from which the income derived is agricultural income’ ,
has been redrafted and replaced by the words “any agricul
tural land in India”. The geperal scheme of the constitu-
tional provisions relating to taxation is to exclude agricul-
tural land from taxation by the Union, and it would,
therefore, be in conformity with that scheme to express
this exclusion, not in terms of “agricultural income” but in
terms of land. Agricultural land which has been cultivated,
say, for § years and then remained fallow for 2 or 3 years
during which it is sold, would, under the existing definition,
attract capital gains tax. This anomaly will now be remov-
ed by the proposed redraft.

. Central < iaks 1
S :md “entral No change; it corresponds to existing section 2(4B).
:;?ué.ommis- No change; it corresponds to existing section 2(5).
sioner.
13. Compa- There is no substantial change in the draft, which fol-
ny. lows the existing definition in section 2¢5A).
14. Co-opera® No change; it follows the existing definition in section

tive Seciety, 2(5B)_

15. Director, We have included in the existing definition [sec. 2(8A)]

Manager,  the word “Director” also, and we have substituted for the

Managing  “Indian Companies Act, 1913", the “Companies Act, 1956”.

Agent. To make the meaning clear, we have also introduced the
words “in relation to a company"”.

16, Director No change; it corresponds to existing section 2(6).

of  Inspec- .

tion.

17. Dividend. There is no change in the existing definition in section

2(6A), except that we have added another explanatién to
the effect that the aocumulated profits “shall include all
profits of the company up to the date of distribution or pay-
ment referred to in this clause™. .

The reason for this alteration is this. In the case of
Girdhar Das and Co. Ltd. vs. C.IT., the Bombay High
Court observed that in this section, “accumulated profits”
have been used in contra-distinction to current profits In
our opinion, the intention of the legislature was to in¢lude
the current profits also in the definition; and to make this
clear we have made the proposed. alteration.

18. Earned We have adopted the existing definition [section 2(6AA)T
Ancome. with the following changes, To make the meaning of clause
{b) clear, we have split it up into two clauses and number-
ed them as (b} and (¢). The existing clause {¢) is renum-
bered as clause (d). We have added an explanatictn to

‘-_.-;(:957;-,;3;“!3“.R. 82. ! : i
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overcome the difficuity introduced by the Madras High
Court in Mari Muthu Nedar v. CIT. :

No change; it follows the existing definition in section 19.  Firm,
2(6B). ' parmer and

partnership.
We have inciuded in the éxisting definition other pro-
visions which treat income as deemed income for the pur- 20 Income.
pose of the Act. :

The Act uses at several places the lengthy expression
“income, profits and gains”. To simP]ify the matter and
to avoid repetition, we have included “profits and gains” in
the definition of income, and throughout the Act we have
used, as far as possible, the word “income”. Suggestions
have been made that we should give an exhaustive defini-
tion of income. I¢ is not possible to do so.

The provision within the brackets in existing sub-
clause (iil) (relating to the meaning of “person having sub-
stantial interest in a company”) has been transposed as an
explanation.

Item (vii} of the existing definition of income relates
to the profits and gains of insurance business carried on
by a mutual insurance association or by a Co-operative
Society. What is described ag “profits and gains” in this
itern is, in fact, merely a surplus. The definition simply
artificially extends the conception of income so as to cover
such surplus. The existing words “eomputed in accord-
ance with Rule 9 in the Schedule” imdicate this clearly,
when read with existing rule 2(b) of the Schedule. An
attempt has been made to bring out this aspect still more
clearly in the draft.’

No change, in the existing definition in section 2(7}). m,&;ﬁ:‘“

We have revised the definition of ‘Indian company’, in 22.Jndian
the light of the Companies Aet, 1956, and the abolition of Cohpany.
the distinction between Part A and Part B States. The
existing position relating to companigs registered in the
State of Jammu and Kashmir is retained.

25, 'nspect:

No change; it follows existing section 2(8D), and has jpgj Asisrant
been placed after “Income-tax cer”, rissions

er. ;

No change; it follows existing sebtion 2(6E), and has gl‘!-i’m!’“‘w

been placed after “Income-tax Officer”. Yok Income-

1 {1956) 30 L.I.R. é70. For -t.h.c“corrcsponding provision in :i-u: U K.
Act, see Section 525(1) last para, of the Income-tax Act. 1952.

* For a general discussion of the .pmition regarding mulpal insurance
.associations, see the recent Privy Counctl case of English and Seottish  Joint Co-

operalive Wholesale Society Lid., v. Assam setilttiral B tax Commissioner,{1948
2 A. E. R. 205. See also [. 1. 1. C. Repart, 19,8, o 126, page 54, am
<ompare section 21, Australizn Incomoitax etc. Ast, 1936-1953. _



25. Magistra-
te,

26, Non-resi-
dent.

2%. Person,

28. Prescrib.
ed.
29.
}"Cal’.
40. Principai
Officer.

21. Public
servant.

32. Registez-
ed firm.

33. Regular
assessment,

Previous ,
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- Under the existing definition, second-class magistrates
specially empowered by the Central Government are also
authorised to try offences under Act, and in the State
of Jammu and Kashmir the State Government may autho-
rise a Magistrate of the second class to try offences under
the Act. We are, however, not in favour of second-class
Magistrates trying offences under the Act, and we have
therefore, confined the power to first class Magisirates
throughout India. Incidentally, this will lead to simplifica-
tion of the definition and uniformity,

The Act uses various phrases for a person who is not a
resident of India. For the sake of uniformity, the.phrase
“non-resident” has Heen used in the draf{ wherever practi~
cable, and has been defined here.

The definition
been amplified.

The existing definition includes (a) Hindu unglivided
family and (b) a local authority. The General Clauses Act,’
defines “person” as including a company or association or
body of individuals whether incorporated or not. The
charging section (section 3) of the Income-tax Act enume-
rates the units for taxation as “individual, Hindu undivided
family, company, local authority, firm and ofher ige
tion of persons, or the parii?ers of a firm or the mpmbers
of the association individually”, Section 4 of the Act refers
to a “person”. :

of “person” in existing section 2¢(9) has

It seems desirable to have a comprehensive definition
of the word “person” in the Act so as to cover all ¢ntities.
mentioned in— :

(i) the existing definition {s. 2(9)),
(i1) the existing charging provisions [sections 3 ynd 4],
and :

H

(1i} the General Clauses Act.

The definition has therefore been amplified on thd above
lines’. g

No change, vide existing section 2(10).

The expression is defined separately in cl’ause 5‘
No change, vide existing section 2(12). E
No change, vide existing; section 2(13).

No change, vide existing section 2(14).

The expression is at present deﬁnegl‘on]y casgélly in
the Act in 8. 18A(5). Since the expression occurs in some
sections, it is desirable to pldce its definition in this _clausek

' Section 3(42), Gene  ClausesAge,
¥ Ree also notes to ¢l 3.
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The definition refers back to the. proposed clause' g4. Residen.
which reproduces S. 4A with modifications. . :

The definition is new. Wherever bpth income-tax an
super-tax are intended to be covered, theé simple word “tax
would be sufficient. The substantive provisions in the draft.
therefore, use the word “tax” wherever. convenient, and
it has been defined here. '

No change; vide existing section 2(15), first para. g6.  Total
nCcome.

d 35 Fax.

The existing definition in section 2(15) (second para) 37. Total
is reproduced with one change. :The existing words “except world  inco-
income to which............ this Act does not apply” are not
happy and have been replaced by more appropriate words )
which bring the wording in line with existing section 4(3).

No change; vide existing section 3(16)}. : gfédlf‘%:nxist-
, firm.

Existing section 2(144), defining the expression “tax- Taxable ter-
able territories”, has been omitfed in the draft, as the use ronq.
of that expression is no longer necessaty and can be con-
veniently replaced by the word “India””

CuapteER I )
BASIS OF CHARGE.
Notes to clpuse 3.

Sub-clause (1}—

(i} The word “person” has been s&bstituted for the
words “individual”, “Hindu undivided family” etc. and the
definition of “person” is being Wwidened' for the following

feasons [—

(a) As already explained®. the compined effect of the
definition of “person” in section 2(9) of the Income-tax Act
and section 3(42) of the Generall Clauseg Act is that a “per-
son” includes (a) Hindu undivided family: (b) local autho-
rity; {(c¢) company; and (d) assbciation ‘ar body of indivi-
duals whether incorporated or npt. No specific mention has
been made of corporations othér than ¢ompanies included
within category (d). : !

The problem which has troybled the courts is whether
such corporations are within:the cherging section. It
can be met by the suggested gmendmpnt by introducing -
the word “person” in the segtion. In Commissioner of
Income-tax, Madras vs. Salem District’ Urban Benk Litd.
a co-operative bank was treated as an individual by an

t Clause 6.

* As assessments for the period prior to the Commencement of the new
Act will continue to be governed by the existing Act, there will be no need to
jay down separatc periods for the various affas. .

1 See noten to clause 2 definition of *gerson’. I
4+ {1g40) 8. LT.R. 269 1

P



326
artificial interpretation of the word “individual”. Similar-
E‘/, in Commissioner of Income-tax, Madras vs. The Bar
ouncil, Madras', a bar council and in the Baronetcy case’
a corporation sole, were treated as individuals. It seems
desirable to make the position clear.

{b) There is also the problem of private religious
trusts in favour of deities or mutts which are freated as
artificial jurisdical person in law, vide existing S. 41. The
point for consideration is whether it is proper to bring
them under “individual” by a strained construction or whe-
ther it would be more appropriate to include them under
“person”. These difficulties can be solved if we adopt the
word “person” in S. 3, the charging section. It may be
noted incidentally that in the existing S. 3 it occurs only
in the expression “association of persons”.

{c} All the foreign Acts employ the term “person” in
the charging section, and it is better to resolve all doubt
about the chargeability of particular classes of persons by
using the comprehensive term “person” in section 3

{2} The next point for consideration is the,difficulty
noticed in sustaining the legality of the recovery of the
tax on the current income under S. 18 and 18A, 'I‘Ke charge
created under section 3 applies to the income of the pre-
vious year, while the provisions of sections 18 and 18A
apply to the income of the assessment year also. To meet
this difficulty a proviso has been added on the lines of the
Ceylon Income-tax Ordinance to cover the provisions of
the Act relating to charging the tax in particular cases in
respect of income, profit and gains of a period other than

_the previous year. This will cover 8. 24A, 25(1) and #4B
{3) of the Act, whereby the income of the assessment year
itself is made.chargeable at the rates prescribed by the
Finance Act of the assessment year.

Sub-clause (2) is intended to make it clear that there
is some kind of liability to pay tax in cases where tax is
deductible at source or payable in advance. It seems desir-
able to make a reference to this obligstion to pay tax in
advance ete. in the charging section itself, so as to bring
ocut more directly a position which is implied in existing
sections 18 and 18A.

(3} After the phrase “in respect of the total income
of the previous year” the words “or years, as the case may
‘be” have been added. Under the definition of “previous year”
in the existing section 2{11} a person may have separate
previous years in respect of each separate source of in-
come. The praposed addition is intended to meet such
cases’.

! o{1ga3) 1x LT.R- ' .

S Currimbhhy Ihrahim Bareneicy Trust.vs. C L Y., 5L T. C.-484 {Bombay}.

3 Gf. CIT vs. Sapumiamurthy (1946} g I1.T. R. ?%.
i :
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Notes to clause 4.

(1) The income of residents and non-residents been
dlealt with separately for the sake of simplicity and
clarity.

{2) The first proviso to S. 4(1) has been omitled, as it
concerns the assessment year 1939-40 and is now unneces-

sary.

{3) The second proviso to S. 4(1) relating to persons
not ordinarily resident should be omitted, as it is preposed
to abolish the category and the exemption granted in res-
pect of such persons'. If, however, the provision is to be
retained, it can be kept as shawn in the relevant clause
on the subject’.

(4) The third proviso to section 4(1) concerning the
exemption for unremitted foreign income upto. Rsg 4,500
has been transferred to the clause relating to income 'which
does not form part of total imcomne.

(5} The fourth proviso io S. 4(1) relating to residents
who are not resident in two out of three preceding years
has also been transferred to that clause.

(6} The fifth proviso to S.4(1) relating to exemption”
for foreign income of residents who deposit tax etc., with-
in three months {where the fourth proviso does not ‘hpply)
has also been transferred to the clause relating to jexclu-
sions from total income, after omitting portions which have
become obsolete.”

{7) The words “by or on behalf of” have been used in
respect of foreign income received in India [vide draft
sub-clause (1), (a), (d), {e), (f) and (g)] to cover cases
where the income is receivell not by the assessee himself
but by any other person on his behalf.

(8} Explanation 1 to S.4(1) has been incorporat%:d in
draft sub-clause (3), '

(9) Explanation 2 to section 4(1) is transferred to the
new clause relating to deemgd income”. :

{10) Explanation 3 to S.4(1) has also been trangferred
to that clause’. '

(11) Explanation 4 to existing S. 4(1) relates to income
which accrued in a Part B $tate or merged ten'itog be-
fore the extension o6f the Income-tax Act thereto Bnd is

Vide notes to draft clause 6.
Draft clause 11 {4} (Iv}.

Vide draft Clause 11 (4} {i).
Vide draft Clause 11 (4) (ii).
Vide draft Clause 1] () (iii).
Vide draft Clause ™ ¢ (ii).

¥ide draft Clause {iii).

PO L



brought into any other part of India after the extension
of the Indian Act. These provisions, it appears, have be-
come almost obsolete. B

The Explanation provides that profits accruing in a
merged territory after 1-4-1933 shall be chargeable under
section 4(1) (b) (iii) only if such income.is remitted into
another part of India other than the merged territory. Para.
8 of the Merged States (Taxation Concessions) Order, 1949,
enacts that Explanation 4 would not apply if the assessee
was not a resident in at least three out of six assessment
years viz,, 1943-44 to 1948-49. Eden in the case of persons
who were resident in at least three out of six years, Ex-
planation 4 would not operate, if the income had been
assessed under the State law on accrual basis and had also
been included in the total income for rate purposes [under
section 14(2)(c)). Thus, Explanatjon 4 to section 4(1) would
apply only in the case of persons who were resident in In-
dia in at least three out of six assessment years 1943-44 to
1948-49 and whose income accruing in the State has escap-
ed assessment either in the State or in India,

The Explanation should therefore be omitted. If, how-
ever, it is deemed to retain it, it should appear in 2 simpli-
fied form. Draft sub-clause (1), {e), (f) and (g) have been
drafted to indicate how the Explanation should be incor-
porated. The language has, however, been aliered so as
to make the provisions easy of application. The existing
Explanation uses the words “tagable territories” and the
definition of these words in S.2(14A) doés not show in
clear words the background in which the special provisions
relating to merged territories and Part B States were in-
troduced. The provision has now been so drafted as to
relate it to the assessment year with effect from which the
Jndian Act was extended to merged terrjtories and Part B
States. A provision may be inserted in the Miscellaneous
Chapter to guard against the possibility of any income be-
ing taxed twice—once under the existing Act and again
under the provision as proposed. )

(12) Existing section 4(2) is transferred to the new
clause on deemed income'. .

(13) Existing section 4(3) forms the subject-matter of
a separate clause dealing with income which does not
form part of total income’. -

Notes to clause 3.

The definition of “previous year” has been embodied
in a separate clause, since it is a lengthy one. No change
of substance has been made, but drafting changes have
been attempted to achieve simplicity, and to state the po-

sition regarding various situatiops separ?tely. Further, the
! . e,

Y Vide deaft clause 10. Sy
* Vide deaft clauses 11, 12 and 13,
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provision at present centained:in Rule 5(i) of the Schedule,
regarding insurance Business! has been brought here for
the sake of comprehehsivene& '

Notes to cleuse 6.

(1) The clause relating te category “not ordinarily re-
sident” has been retained in the draft but is recommeénded
to be omitted in order to simplify the law. This recom-
mendation was made by the Income-tax Investigation Com-
mission’ and also by the Thxation Enquiry Cofamis-
sion”. The only diffefence in the taxation between T-
son who is ordinarily resident and not ordinarily resident
is relating to the foreign inceme, and provision for Heter-
mining the tax on foreign incamne in the case of a persén not
ordinarily resident is contained in second proviso to skction
4(1). But for this difference, both of them stand dn the
same footing for the purpose of taxation. The retentjon of

persons not ordinarily resident as a separate categbry is
unnecessary. ' ' ,

b
P 3

(2) The condition for residence in the case of a person
who has been in India wit the four preceding |[vears
has now been somewhat altered so as to require the
presence of the persdn in India for at least thirty dpys in
the previous year. The ambiguity caused by the phrase
“otherwise than by an occasional or casual wvisit” in] the
existing section 4A(a) (iil) willi now be avoided. :

(3) Section 4A(a} (iv) of the Act, authorising the In-
come-tax Officer to tgeat a pdrson as a resident if he fs “sa-
tisfied” that the pers¢n, havingd arrived in India duripg the
year, is “likely to rémain” fof not less than three |years,
has been omitted, as it gives a vague discretion to the In-.
come-tax Officer. The words “has maintained”, in e¥isting
section 4A(a) (ii), hdve beer teplaced in the draft by the

words “causes to be, maintafned”, which express e in-
tention bettier. _ i

{4) Draft sub-claitse (4)4-This is new and has n in-
serted to make provsion fo} fixing the residence of “per-
sons” who are not individupls, Hindu undivided families,
firms, associations of compa{lies. :

{5) Draft sub-clguse (5).—This is new. In C.J.T. vs. Sa-
vumiamurthy’, the Madras High Court has held thal since
there can be a sepafate prevlous year for each sofrce of
income, the residenyal status of the person has alsg to be
separately determingd with reference to each such pource.

As this procedure will be culnbersome and entail complica-
b ;

i
, LTLGREpors, 1948, . -
P, Rej qs&s-:m:-w.-x* @,l;;,f
" ) f. ' i oot ' ;- o I' ?—J b

! Vide page 15, para
¥ Vide pages 28-29,
* (1946) M4 ILT.R. !




330

tions in practice, the newly added sub-clause provides that
a person who is resident for one source of income shall be
treated as resident for all such sources'.

(6) Existing section 4A{c), latter part, dealing with
the determination of the residesce of a company on the
hasis of its incorne in India, is proposed to be omitted, since
such test does not apﬁear to be a proper one. (After the
draft was (Prepared the Finance Act 1958, by section 4,
has omitted it).

(7) Dreft sub-clause (6).—Though the category of per-
sons not ordinary- resident is recommended for abolition,
the existing special provisions applicable to such per-
sons are retained in the draft. (For example, see section
4(1). 2nd proviso. See also sections 42(2) and 44D, which
treat such persons on the same fooling as non-residents).
These sub-clauses will. therefore, be useful for the pur-
poses of the provisions just referred to.

Existing section 4B {(c) which provides that a com-
pany, firm or other association is ordinarily resident if it
- is resident, has been omitted in the draft, as unnecessary.
The distinction between “ordinarily resident” and “not or-
dinarily resident” is significant only when there is a pos-
sibility of an entity being resident and yet not ordinarily
resident. In the absence of anything to the contrary, a resi-
dent would have to be regard as ordinarily resident, and
no express provision is necessary for the purpose,

Notes to clause 7.

According to section 4(1) the chargeable income of
every person whether resident or non-resident includes in-
come “which is deemed to be received” in India in the
previous year. There is, however, ne¢ enumeration at
any one place of these receipts whichare deemed to be
received in India in the previows year. This clause mere-
ly collects together the relevant provisions, without effect-
ing any substantial change in language’.

[The deemed income referred to in section 18(4) (tax
deducted at source) will be dealt with in the clause corres-
ponding to that section, as it merits specinl {reatment.]

Notes to clause 8.

It seems desirable that all provisions relating to
income “deemed” to be of a particular year, or deemed
to be received in a particular year should appear in pro-

ximity to each other. Hence a part of section 16(2) has

been embodied in this clause. No change of substance has
heen made. '

T4 A nmilar rn;m::mnd;;im m by wwme-tu Investigation
Commission. (vg4lt). vids its Report, 145-i 40, PR T3¢
% See also notes to draft clause 8. ! “ R :

1
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Notes to clause 9.

According to section 4{1) the chargeable income of a
person whether resident or non-resident includes income,
profits and gains which “are deemed to gecrue or arise to him
in the taxable territories™ in the previous year. Income is
deemed to accrue- or arise under various provisions scat-
tered all over the Act. All these provigions which deal with
income which is deemed to accrue or arise in India have
now been grouped together,

The changes made sre all of a drafting nature, and
are intended to remove ambiguity and simplify the expres-
SLOII, .

Sub-clause {1).—The words “sale........ of a capital as-
set in the taxable territories” in the existing section 42(1)
are slightly ambiguous, since “in taxable territories” can
be read either with “sale” or with "capital asset”. To re-
move this ambiguity, the word “situate” has been added
after “capital asset”. (It is not necessary to make any such
addition in the earlier phrases referring to business con-
nection etc., since the language there does not end itself
to any ambiguity.)

The words “that part of the operations”, in the existing
section 42(3) have been replaced by “the operations”, for
two reasons; first, the word “that” in the existing section
is not happy, since it is not fellowed by any pronoun, and
secondly, the existing words are not in symmetry with
the opening words “in the case of......... all the operations”.

As to the meaning of the word “operation”, see the
decision of the Supreme Court, in the Anglo French Tex~
title Co,, vs. C.I.T :

_ Sub-clause (ii}——An attempt has been made to simpli-
fy the language, by omitting unnecesgary words such as
“if payable in the taxable {erritories wherever paid”. The
sttbstance is not affected by the deletion of these words,
since the proposition sought to be enacted is only this, that
saldary earned in India iz deemed to acerue or arise in
India.

Notes to clause 10.

This embodies S.4(2).  The segtion is based on e
double fiction. While the income of the non-resident
husband and is treated as the fncome of the resident wife,
it is also treated as income which is deemed to accrue to
her in India.

The provision has been embodied in the draft, with
a slight verbal change (see the words ‘or on her behalf”
which have been added to make it comprehensive). *

T {ipsg) 23 L. T. R, 100
22—1 Law Com./58
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CHAPTER Il ’

INCOMES WHICH DO NOT FORM PART OF.
TOTAL INCOME

Notes to elause 11.

(1) This clause deals with the variocus kinds of income
excluded in computing the total income of an assessee.

Simplification has been sought {o be achieved by the follow-
ing devices:

(i) re-arrangement of the various clauses of section
4(3) so as to bring out their common features (e.g.,
existing section 4(3) (x)(b), section 4(3) (xiv) ete.
have been placed in proximity to each other, as
they deal with income of foreigners or employees
of foreign Governments\etc.)’;

(i1) analysis of the essentials of each clause, and their
restatement in a form thai can be easily followed;
e.g., vide the draft sub-clause’ dealing with casual

receipts and the draft sub-clause’ relating to
local authorities;

(iit} incorporating in the draft clause, provisions re-
garding exclusions from total income at present
contained in other seetions of the Act®; -

(iv) omission of obsolete provisions;
(v) general simplification of language.

(2} Provisions relating to income from property held
on trust for religious or charitable purposes, and income
of religious and/or charitable institutions has been’ dealt -
with in a separate section on account of its importanee’,

Income of a business chargeable under the Act of 1918
and discontinued after the commencement of the pfesent
Act is, under section 25, sub-gections (3) and (4), exdluded
from total income, This has been dealt with in agother
separate section®. :

(3) The changes made by the Finance Act 1958 have
been given effect to at the appropriate places. :

(4) The changes made are mainly of a drafting nature,
designed to simplify the expzession as explained jn| para
{1) above. The following sub-clauses, however, deserve
special notice, as the changes made there are not purely
formal :— o <

3 e.g., Vide clause 11 {5) to (9). . e

Y Clause 11 (3},

1 Qlause 11 (22},

4 e, g. Clawse 11 (11) tQ (14). L ,

# Sep draft clawse 12. . o
& See draft clavee 3. ' C g
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Sub-clause (7).—Items (ii)- to (v} of this sub-clause
correspond to sub-clauses (b)-to (e) -of section 4(3)(x) of
the existing Act. The requirement that the recipient
must not be an Indian citizen is contained, at present, only
n two sub-clauses of section 4(3)(x). Sub-clauses (b} and
(d) relating to Consuls etc., and Trade Commissioners do
not mention it, In the draft, however, this has been made
applicable to all cases, for the sake of uniformity.

Sub-clause (8).—In the existing section 4(3)(xiv}), the
exemption is conditional on the stay of the-employee of
a foreign enterprise for a perlod not exceeding in ti;e ag-
gregate “ninety days in any year”. The words “any year”
are, in the context, vague. It has, therefore, been made
clear that the stay should not exceed ninety days in the
previous year, and it should not have exceeded ninety days
in any financial year prior to the previous year.

There is no reason why this exclusion should be avail-
able to Indian citizens. The ?rovision has therefore been
altered so as to confine it to foreigners.

L ]

Sub-clause (9).—-It seems desirable to extend the bene-
fit of this clause to services rendered by a foreigner even
before the actual commencement of the business. Explana-
tion' is intended to achieve this object.

Sub-clause (15).—“Wholly and necessarily” has been re-
placed by “wholly and exclysively”;. cf. existing section
7(2)(iii) as redrafted.' The object is to liberatise the al-
lowance. See the recommendation of the U.K. Royal Com-
mission on the Taxation of profits and income’-.

Sub-clause (17) and (24).—These correspond to certain
exemptions enjoyed, at present, under .a notification issued
under section 60. In view of the importance of the subject-
matter of the exemptions, they have been included in the
draft sub-clauses, .

Exemption for members of Nepalese Forces [Eristing
clause (ri)]l.—This has been omitted. There are no Indian
‘State Forces now, and there is no meniber of the Nepalese
Armed Forces now serving in India.

Sub-clause (18)—This item will, of course, have to be
omitted if it becomes obsolete by the time the new Act
comes into force. :

Notes to clause 12,

1. This clause is based on section 4(3)(i) and (ii) of
the Act. There are~ certain anomalies which we have
noticed in the existing provision and we have attempted in
the proposed draft to put an end to such anomalies as far
as possible. ' .

.- 3 Vide also notes to draft clauses 15- s para G ]
* U. K. Royal Commissoin on the T 'm"%‘"‘.’ Tncame, Final

Report June, 1955, (Cmd, 9474), 4,
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2. Before the Amendment Act of 1939, there was in
the Act only the provision which corresponds to the exist-
ing provision in 4(3) (1}, main Lgara. The instruction in the
Income-tax Manual issued by the authority of the Govern-
ment of India at that time was, that the word “property”
in clause (i} does not bear the restricted meaning that it
bears in section 9 of the Act, but includes securities or
business or share in a business. In view of the recommen-
dations made in the Income-tax Enquiry Report, 1936 (to
give statutory effect to this practice, subject to the condi-
tions to be observed by the business) an amendment was
introduced by adding clause (via) which was as follows : —

- “Any income derived from business carried on, on be-
half of a religious or charitable institution, when the in-
CO!‘(l;e is applied solely for the purposes of the institution
an

(a) the business is carried on in the course of the car-

rying out of a primary purpose of the institution,
or

(b} the work in connection with the business is mainly

carried on by benefisiaries of the institution.”

(After the amendment in 1939, the Government chang-
ed the instructions in the Manusl, expressing the view that
in the case of business, the conditions laid down in clause
(ic?) should be fulfilled before exemption could be grant.
ed).

3. The meaning of the word “property” in clause (i)
was judicially considered and it was held that it includes
even business if the business was subject-matter of a trust,
This was the view taken in Charitable Gadodia Swadeshi
Stores vs. C.1.T., Punjab by the Lahore High Court’. Deal-
ing with the contention that the word “property” in clause
(i) does not include business. their Lordships of the Lahore
High Court held that the two clauses were intended to
apply to different situations and that the word “property”
in clause (i) was wide enough to include all kinds of pro-
perty including business, It was also pointed out that
clause (ia) dealt with a business conducted by a religious
or charitable institution without any reference to trust
whatever. In an instructive judgment, Din. Mohammad J.
in that case also pointed out the distinction betwedn an
institution and a trust. He held that an instifution
may be religious or charitable and may still not
be held under trust. Clause (ia), according to
him, does not in any way subiract anything from the sub-
ject and provides immunity for a certain kind of business
which in the view of the legislature had not already been

rovided for. From this decision it follows that where
gusi.ness, which is property within the meaning of ¢lause
(i). is impressed with the character of trusi, the income
from such business is altogether exempt and it is not obli-
gatory that in the case of such business the conditions laid

* Page 6, § T. Bnquiry Report, 1936 ( abo known a¢ Ayers Commiittee
Report). . . [ o wor
S (1944) 121 T. R MO o e e R &
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down in clause (ia) should be fulfilled. ¢Clause (ia) thus
applies to a different situation, namely, where there is an
institution and that institution carries on business which
is not subject to a trust. In such a case the reguisites of
the section must be complied with. The income must be
applied solely to the purpose of the institution and the
charitable or religious institution must also fulfil the con-
ditions in sub-clauses (a) and (b). As to the distinction
between an institution and a trust, see also the discussion
in a recent Privy Council case,’ and Gunn’s commentary
on the Australian Income-tax Act.)

4. That “property” in clause (i} in¢ludes business has
been well established not only by a decision of the Judicial
Committee' but also by the latest pronouncement of the
Supreme Court in J. K. Trust Case’. This aspect there-
fore does not present much difficulty. (The difficulty as
to in which set of circumstances clause (ia) appiies still
remains, though the view in Gadodia Swadeshi Stores’
case has subsequently been followed and confirmed by the
High Courts of Allahabad' and Bombay'.

5 In view of the recommendations made by Din.
Mohammad J. in Gadodia’s case and by the Income-tax In-
vestigation Commission [Report (1948) at pages 56-57,
paragraph 131] the legislature in 1953 [vide the amending
Act of 1953 (Act 25 of 1953)] converted clause {via) into a
proviso to clause (i), and by subsequent legislation it was
made clause (b} of the prowviso to clause (i) (vide the
amending Act of 1955). -The object of this legislation was
to restrict the operation of clause (i), where the properiy
consisted of business impressed with the character of trust,
by applying the limitation imposed by eclause (b) of the
proviso".

But in carrying out this object, the immunity which
was granted under clause (ia), (as it stood before 1953),
in the case of business carried on by a religious or charit-
able institution and not subject to trust, was negatived.
The linking up of old clause (via) to clause (i) had_ the
effect of taking away the separate exemption granied by
clause (ia). In other words, the conversion of clause (ia) in-
to a groviso has led to the opposite result of depriving the
benefit (limited though it bef, which: was intended to be

1 Minister of National Revenue vs. Trusts and Guarantzes Co. Lxd. (1932) 4A.
E.R. 149 P, C. See also 7. M. C. A. vs. F. C. of T [1926} 37 C. L. R. 351 at
pp. 360, 361. _

* 4th edition, p. 114, para 292. .
8 Tribure case, (1939) 7L T. R. 415 P. C.-26 1. A. 241,
4 [1957] 32 LT.R. 535 (Bombay H. C. on remand [1938} 33 LT.R. 32).
* (1944) 12 1. T. R. 385. - : -
-~ 8.CLT. vs. Radhaswemi Satsang Sabha. (1934) 25 L T. R. 472,
¢ 4 F K. Tresvs. C. 1. T, (1958) 3KL.F. RA2 .. S
. % Gf- Report of the Tﬁmlm’-ﬁgﬁ?y‘_ Comdgilision, (19531954). Vol. II,

Ch.: VI, ‘parngrpphs 2 and 3,
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conferred by clause (ia) on charitable and religious instit-
tutions which carried on business which was not subjected
to trust (provided they fulfilled the conditions laid down
in paragraphs (a) and (b) of that clause). We think that
this result was not intended by the legislature. If the
intention is——as undoubtedly it has been from 1936—tn
impose resirictions in the case of business whether carried
on by a trust or by a religious or charitable institution, the
imtention should be clearly stated in the Act. But the im-
munity itself need not be taken away. In order to avoid
the anomaly the clauses should be so drafted as to bring
about the real intention of the legislature, and this we
have done in the proposed draft. '

6. Incidentally, it may be noted that the legisiature
really wanted the conditions contained in paragraph (b)
of the Proviso to apply not only to cases where bugdiness
is carried on by the institution, but also where the business
was the subject-matter of a trust (i.e, even if therd was
no institution). This object has also not been properly car-
ried out, and some redrafting is desirable on this point
also. On this assumption, it has been made clear in the
draft that the restrictions in paragraph (b) of the Proviso
will apply to both the cases. : :

7. In short, the redraft makes clear the two pointy that
fequire clarification, namely :r—e -

{1) Exemption under section 4(3)(i} is (in the cage of
a business) subject to the conditions given in; Pro-
visio (b), irrespective of whether the busindss is
carried on by a trust or an institution. :

{ii) The exemption is also available to instituti not
subject to trust, (subject to the same conditions).

8. For the sake of clarity, a_trust carryingon a busi-
ness is dealt with separately in draft sub-clause (2), and
draft sub-clause (1) is confined to other properties, ,vide
the draft Explanation thereto,

9. Besides this important change, the following points
may also be noted : — :

{a) The phrase “religious or charitable purposes!’ oc-
curring in the existing Act has been replacell by
the phrase “charitable or religious purposei”, to
give more promihence to charitable purposes,

(b} The existing section 4(3){i) (;pens with the words
“subject to the provisions of clause (¢) of -sub-
section (1) of section '16”. The limitation expres-
sed by these words has been retained in draft sub-
clause (1), but it is to be considered whether there
is any sound reason for this limitation. The effect

of the words in qu .seems to be that even in
cases of t er far itable purpose in-
come of the transferrgd assets is regarded af the



337

transferor’s income.! It would be more consistent
with the spirit of the law if snch income were ex-
" cluded from total incéme, at least so long as the
income is applied for a charitable purpose. The
words “subject to the provisibns of clause {¢) of

sgb-section {1) of section 16" deserve to be delet-
eda, .

Notes to clause 13,

Section 25, sub-sections (8) and (4) provide for two
things. One is the exclusion from total income of income
of certain businesses, and the other is the right to clawm
substitution of the income of the year of discontinuance
etc., in place of the last year's income.

The first part {exclusion from total income) has been

- (feiréaé)?died in the present clause, with the language simpli-

CHAPTER IV -
COMPUTATION OF TOTAL INCOME

Notes to clause 14.

1. This corresponds to section 6 of the present Act.
The opening words of the section, have, however, been mo-
dified so as to make it clear that the section merely classi-.
fies the chargeable income into different heads for the pur-
pose of computation of total income, That section 6 con-
cerns itself with classification and segtions 17, 8, 9 ete. with
comnputation is clear from the diseussion in Kotheri vs.
cCLT. and. in United Commercial Bagk Ltd., vs. C.IT.!

2. Item (¢) relating to “Income from property” has
been changed into “Income from House Property”. See-
tion 9 is essentially concerned with' House Property and
the description now adopted will ¢learly indicate the .
nature of the head.

Another variation in the present section is the men-
tion of the head “Income from otHer sources” after the :
head “Capital gains”, indicating the} ‘“Income from other
sf,ources” continues to be tHe residuary head as hereto- -
ore.

3 These words were introduced in 1953 in pursaance of the recommends-
tion made by the Income tax Investigation, Commission; see its Report (1948),
para 129, page 56. -

$ See notes to clause 91 for comments on the retention of existing scction
25 {(3) and (4). '

* (1951) 20 LT.R. 579. ' ‘
4 {1957) 32 L.T.R. 683.
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Notez to clauses 15 to 17,

A—Saiaries:: Simplification of the present section 7 has been at~
tempted in the following ways ; —

(i) only the substantive provision specifying the
charge in respect of “salaries” paid or payable by
aln employer has béen dealt with in the main
clause’,

(1) the extended meaning given to the expression “sa.

laries” is omitted from the substantive clause and
- separately defined in the interpretation clause:

(:i1) similarly, instead of mentioning the different types
of employers in the substantive part, the ferm
“Employer” alone has been used. a definition hav-
ing been given separately to cover the various
types;

{iv) the permissible deductions are placed in a separate
clause;

(v} the present Explanations about “perquisites”
(Expln. 1) and “profits in lieu of salary” (Expln. 2)
have been placed in the interpretation clause.

. 2. Provisions dealing with income classifiable as salary,
scattered elsewhere 'in the Act, have been collected
together, e.g., draft clause’—dealing with notional payments
from provident funds etc.

3. The existing section makes a distinction between
salary which is “due” to an employee and other salary
“paid” which is not due to him. The former is taxable on
“due” basis whether actual payment has been made or not,
while the latter is taxable on the basis of actual payment,
This aspect is more clearly brought out in the present draft.
(See the decision of Calcutta High Court in Bhuban Mohan
Banerjee vs. C.LT’ though in an earlier decisipn® it was
held that an amount due in one year could be taxed in a
later year in which it was received).

4. Arrears of salary would, at first sight, appear to be
delayed “payments” for amounts which hagd already ac-
crued “due” in the year or years in which the employee
had rendered service, Lacked at from this angle, they do
not present much difficulty.

But the arrears of salary which call for specific {reat.
ment are those where services are rendered in a past year
but the quantum of payment to be made is not determined
till the year of receipt of the amount by the employee in a
subsequent year, or where the emoluments of the post are
revised or a promotion is made retrospectively. in these
cases it will be difficult to include in the regular original
assessment the arrears sanctioned and paid subsequently,

— e e —

* Clause 15.
' Vide draf clause 17 (2) fvi) and (vii), .
Y (1956) 29 LK.R. 229, 246 :

* Uskaresi Roy Choudhurani, I re. (1948, 10. I.T.R. 199,
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since in many cases the determination may take years, It
would also not be possible to keep the assessment pending
until such determination is made, The Departmental prac-
tice has been to include such arrears in the total income
of the year of receipt. Relief is afforded against the hard-
:ship involved in the taxation of the lump-sum by means of
an order under section 60, sub-section (2), the effect of
which is that the arrears are attributed to the periods to
which they should reasonably be related. Assessment in
the year of receipt is in accordance with the decision of
the Calcutta High Court in Usha Rani Roy Choudhurani’s
case'.

The recent decision of the Caleutta High Cowrt in
Bhuban Mohan Banerjee’s case, however, contains obser-
vations which may be taken to mean that a salary pay-
ment made in a subsequent year would still be taxable
only on due basis in the first year. The decision does not
create any difficulty if the word “due” is interpreted as
relating to the point of time when the amount is actually
quantibed by the employer. On this view the claim for
relief under section 60(2) may not be admdssible. But
if it is intended that such amounts should be related to
the back years and subjected to tax under section 34, diffi-
culty may arise in the initiation of such proceedings be-
cause of limitation. It can even be argued that these are
not cases of escapement of income, there being no omis-
sion or commission by the assessee or by the Department.
‘There will be further difficulty for the employer in the
matter of making deduction of tax at source, and some
-«confusion is bound to arise as to whether the tax so deduct-
ed at the time of payment should be given credit for the
year for which the assessment under saction 34 is supposed
to be made,.

On the whole the present Departmental practice seems
to be a reascnable compromise and is fair to the assessee
and the Department. It is fair to the Department because
the complication of section 34 is avoided, and even when
-an, order under section 60(2) is passed the consequential ad-
justment of tax is made in that assessment itself and not
by reopening past assessments. It is fair to the assessee,
because if the amount were to be treated as due only when
it is paid, the question of relief under section 60(2) would
not arise, while the Departmental practice ensures that the
assessee is to be in the same position as if he had been
‘taxed in the respective years after spsead-back of the ar-
rears to the relative period.

There may, of course, be cases when the assessee will
be worse off by the arrears being related back than 'when
he is taxed on the arrears. This will happen when the ar-
rears of salary are received after rétirement or after rever-
$ion from a higher pest. In those cases the assesses will not
apply for relief under section 80(2) and no action is taken
by the Department itself undey section 34 or otberwise.

G (14D O TTOR, 199, 0
* {1856) 29 1. T. R. 229,286, * -
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In view of the position discussed above draft sub-clause
(c) has been added to dea) adaguately with arrears.

9 Section 60(2) was placed on the statute book at 2
lime (in the year 1930) when the chargeability of salary
was not on “due” basis but on “receipt” basis, under sec-
tion 7 as it stood then. Accordingly it continues to emp-
loy language appropriate to a higher tax burden in conse-
quence of the employee “receiving” a payment as salary
in arrears or for more than twelve months, This contin-

gency will not arise on the present ‘‘due” basis of taxation
on salary.

It is, however, proposed not to0 make any changes in
that section, since the section will be useful in so far as
it gives relief in respect of lump-sum payments received by
the employee and treated as profits in lieu of salary under
explanation 2 to section 7(1{ It may also be useful in
view of the fact that a provision for charging arrears not
already taxed has been added in the draft.

6. A few minor points also deserve notice; These are
as follows :—

(i) Draft sub-clause 16 (i) :—The provision relating
to deduction for entertainment allowance has been made
more logical in one respect. Where a person was in receipt
of entertainment allowance at q lower rate before 13t April
1955, his claim for deduction will not be totally forfeited,
but will be reduced to that previous lower rate, The pre-
‘sent section 7(2) (i) does not make this clear.

The changes made by' the Finance Act, 1958, havd been
given effect to,

(i1) Draft clause 16 (iv) :—The allowance for exgenses
incurred by an employee in the performance of his duties
has been made exclusive not only of entertainment allow-
ance (as at present), but also of the allowance for exgenses
for books ete. and conveyance allowance. The existing pro-
vision,; section 7(2) (ili}, does not include these latter cate-
gories. The change hess been made in order to make’ the
provision comprehensive. -

The wording has also been changed so as to make it
precise, The word “nedessarily” has been omitted,’ as it
is unduly restrictive. We have followed the language of
existing section 10{2) (xv). :

It may also be pointed cut that the Royal Commission
on the Taxation of Profits and Income (United Kingdom)
examined the corresponding provision in the UK. Act
{Schedule E or old Rule 9)' and has recommended that the
allowance should be made iiberal’. It has proposed the

"Now see the U. K. Tapome-tax A%, 1952, Ninth Schedule, Rul 7.—‘&
* Royal Commimsion onthe Taxatipn of Profits and Tncome, Final -
June 1935, (Cad. 9474), Page qmjPhea 140 . - 1
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wording “all expenses reasonably incurred for the appro-
priate performance of the duties of the office or employ-
ment”. This, the Commission has pointed out, would re-
move the complaint that the legislature imposes upon
those in employment a narrower form of allowance for
expenses than it accords to persons deriving a private in-
come from their own efforts. The wording suggested by
the Royal Compission is worth consideration as an alter-
native. :

(iit) Draft clause 17(1) : —The definition of “employer”
as now adopted includes a foreign Government, reference
to which is not to be found in the present section 7. It is
for consideration whether the mention of foreign Govern-
ment as employer is acceptable, It has baen suggested that
by such inclusion the assessee will not be subject to any
heavier tax burden but on the other hand may qualify for
relief under section 60(2) which will be advantageous to
him. The possibility of an employee of a foreign Govern-
ment being required to make an actual payment of tax (on
“due” basis) without actually receiving the salary will
not arise, because section 7(1), 2nd prowiso, lays down that
where tax is deductible at sourte, the assessee shall not be
called upon to pay the tax himself unless he has received
salary without deduction. How far the procedure for de-
duction (section 18) will be enforceable against a foreign
Government will also be a matter for consideration.

{iv) Draft clause 17{2) :—Kem (ii) relating to annui-
ties has provoked some discussion. It has been suggested
that annuities paid by the Government or local authorities
should be taxed as salary irrespective of whether the payee
is an employee or not. This caknot be accepled, as it goes
against the basic scheme of the section.

Notes to clauses 18 to 21 B ~Interest
The existing section 8 i8 now covered by four clauses.' on securitics.
The first clause relates to the charge, the second relates
to deduction, the third relates to deductions in the case of
banking companies and the last clause relates te amounts
not deductible,

Clause 18

The word “receivable” in the present section 8(1) has
been interpreted to mean “received”.’ - This decision
been given effect to and the wotd “recedved” has been subs-
tituted for the word “receivable” in the draft clause to
make the intention clear.

Clause 19

This clause and draft clause 21 incorporate the subs-
tance of existing section 8, first proviso. The language of

¥ Clawses 18 to 21,

*Suk Lafbhei Dalpabhai va.C. 1. T} (1958) §e 1. T. R. 13, Thisgarsa
Chettiar ws. €. 1. .Mdm,(.m)rg.'?.”ﬂ.:Fm,_, - 13- TRA
! .
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the present proviso is involved'. A rough analysis will
show that it deals with three things :—

(i) Allowance for realisation expenses and interest on
money borrowed for invesiment;

(if} Exception to the allowance at (i) above, in respect
of dinterest payable outside the taxable territories;
an .

(ii) Counter-exception to the exception at (ii) above,
for interest for which tax is deducted at source or
an agent can be appointed under section 43.

In the draft. therefore, the proviso has been split up.
Item (i) above has been incorporated in this clause, while
it!ems (ii) and (iii}) have been embodied in a subsequent
clause.

The provisos to existing section 8, which exclude cer-
tain items of expenditure incurred for realising inferest
etc., do not express the exclusion as “deductions”. Since,
in the draft. these have been freaied as deductions, it is
possible that the deductions might, in a particular case,
exceed the total gross income, In such cases, the excess
will be treated as a loss. We do not think that this result
should be avoided. Deductions under the head “Interest
on securities” should be treatéd on the same lines as de-
ductions under other heads; if the income is a loss, it should
be dealt with as a less under any other head.

Clause 20

This embodies the Explanation to section 8, recast in
form so as to make it less complex and state the various
aspects distinetly. .

Clause 21

Item (i) gives effect to the latter part of section 8. first
proviso (see notes to the clause relating to  deductions,
ahove}

Item (ii)} is new. The Madras’ and Bombay' High
Courts have held that expenditure pertaining to interest
on tax-free securities is not deductible, while the Nagpur
High Court has taken a contrary view in C. P, and Berar
Provincial Co-operative Bank Ltd., vs. CLT.!. Effeet has
been given to the view taken by the Bombay and Madras
High Courts. '

Item (i) is also new and seeks to make it clear that
interest paid on money borrowed for investment in tax-
free securities is not deductible. :

'Scr -:-hecr;c:;n 'Um't_e;i Commercial Bank L. v C.1 T. (1933
24 [. T. R. 425. :

Y Madras Provincial Co-operalive Bank’s case (1942} 10 L T. R. ggo.

- ¥ Brauck Cooperatioe Bonk Lid. vv. C. L. T. (1949} 37 1. V- R. 485.,

$(1046) 4 LT.R7E . . o.r s

o
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Notes to clause 22 to 27

. Section 9 of the existing Act has been split up into C. Income
sepa'rate clauses’. The title of the head has been charged from  house
mto “Income from house property”, hecause the section property.
deals only with that property and not any other immove-

able property.

in the draft, after having stated that the annual value
is the basis of chargeability, the expression “annual value”
is defined. The basis of computation of annual value in the
case of a tenanied building snd in the case of owner-
occupied building is set out separately’. The main drafting
changes are the omissicn of ptovisos and re-arranging the
section on a more logical bas:s An interpretation clause
has been added.

The detailed changes made in each clause are explain-
ed below :—

Clause 22

The head has been changed into “Ineome from House
property” as already explained. In the expression “bona-.
fide annual value” the words “bona-fide” have been omit-
ted. The section defines only “annual value” and not
2 "bona-fide annudal value'”. Section 9(2) also uses “annual
value” only. Moreover the words “bona-fide” do not in
any wiy make the meaning clearer.

Clause 23

Sub-clause (1) :~——The sub-clause corresponds to see-
tion ¥2) and no change has been made.

Sub-claguse (2): —This is new. It seems desirable to
embody some rules in the Act to furnigsh guidance in deter-
mining the annual value of tenanted property. The draft
sub-clause tries to set out the considerations to be
borne in mind in such cases. The sub-clause, of course,
does not purport to be exhaustive, and refers only to fac-
tors of importance.

Sub-clause (3) :—Deals with property occupied by the
owner. The first para sets out, in a simple form, the provi-
sion contained in section 9(2), first proviso for reduction
of the annual value. The form has been changed in order
to avoid all ambiguity. The second para corresponds to
the last iine of section 9(2), first proviso. The existing sec-
tion provides that the annual value shall not exceed 10
per cent. of the total income of the assessee. Now  the
total income of the assessee will naturally include income
from such occupied property. The calculation of the an-
nua) value thus becomes a complicated mathematical pro-
blem {see formula below). It will be evident from the
formula given below that the annual value so calculated
comes to 6/55 i.e, roughly 11 per ceni. of the other income
of the assessee. The draft, therefore, provides that this
11 per cent, shall be taken as the annual value. No addi-
tional liability is saddied on the assepsee.

'(nmnnton . - '
¥ Vide duswn w8 . e e T L 41‘-_}‘- .. L
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The formula referred to phove is derived as undpr :—

Suppose AV is the annual letting value of the self-oc-
cupied property. Now, according to section 9(2) firdt pro-
viso, the annual leiting value ie., AV is 10 per cent. of the
total income; or in other words the total income ig ‘ten
ii{]m.g% the annual letting value. Thus the total income  is

If Y is the other income of the assessee, then—.

Total income 10AV =Y+ {AV—AV/6)

ie, 60 AV =6Y +(6AV—AT)

ie., 60 AV=6Y 4-5AV

ie, 60 AV-5AV=6Y

t.e, 55 AV =6Y

i.e, AV=6/55Y

ie, AV=10-9 per cent of Y (roughly 11 per cent). -

Sub-clause (4) :—This corresponds to section 9(2), 2nd
proviso. The following changes have been made—

(i) the word “occupied” has been replaced by “actual-
ly occupied” at all places, since the proviso is
meant only for cases where, the property, though
cccupied, is not actually occupied by the owner;

(ii) the case where the property remains un-occupied
for the whole year and the case where it remains
un-occupied for a part of the year have been dealt
with as separate itemns, for the sake of clarity, and
the formula for computation of annual valug in
the latler case has been defined in clear language.
The existing expression “computed proportignate-
ly” sounds abrupt and does not fully express what
is intended. '

Clause 24.

Sub-clause (1), Item (i):—This corresponds to section
9(2), 3rd, proviso. The existing provision is defective in
form, because it brings about in a roundabout way p re-
sult which can be stated directly. The gist of the crause
is that in the case of a tepanted property, one half of the
municipal taxes should be deducted. This need ndt be
expressed in the form of a “deeming” provision (as s. 9(2),
3rd proviso, clause (a) appears to do) regarding the tenant's
liability, followed by & provisjon (clause (b) of the provi-
so) for deduction if the tenant’s liability is borne by’ the
OWner. :

The draft seeks tg remowe this defect, The pro - ion
has also been made tﬁhfaler ‘removing the refere to
the law authorising th¢ levy of fax etc, ag : It
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may be added here that as a general rule, such laws make

the tax payable wholly by the owner and not by the ten-
ant, :

Item (ii) :—The existing section 9(1) (i) ‘has been
split up into two parts (a) where the property is occupied
by the owner and (b) where it is occupied by the tenant.
The two paris have been dealt with separately since in the
latter case the annual value has to be reduced by the one -
half of the deduction for municipal taxes. The expres-
sion “reduced annual value”, has been, therefore, used for
the purpose; it has been expleined in the explanation at
the end of the clause. It is also made clear that the existing
allowance of the one-sixth of income is in respect of re-
pairs,

Item (iii) :—The existing provision, section 9(1) (i), .
is ambiguous, since the words “not exxeeding one sixth of
such value” can be read either as upplying to the “differ-
ence” or to “rent”. This has been avoided by splitting up
the sub-clause. The Proviso for assessment year 1951-52
has been omitted as spent.

(As to “reduced annuel value”, see notes under item
{ii} above).

Item (iv} :—No change has been made in the exist-
ing provisions [Section 9(1) (iiD)].

Item (v) :—Existing section 9(1} (iv), has been split
up into four items (v) to (viiij for clarity. The proviso is
transferred to a separate clause’.

Item (vi}: —See notes to item (v) above,

Items (vii) and (viii) : —See notes to item (v) above.

Item (ix}—No change has been made in the existing
section 9(1) {v).

Item (x)—The percentage for collection charges, as
prescribed by rules, has been embodipd in the Act itself,
(As to the expression “reduced annual:value” see notes un-
der item (ii) above).

Item (xi)--Verbal changes have been made to im-
prove the language. (As to the expresgion “reduced annual
value” see notes under item (iiy above.) '

Item (xii)—This incorporates the : substance of the
notification providing for deduction of irrecoverable rent.

Erplanation : —(See notes under item (ii) above).

_ Sub-clause (2)—This gives effect to the principle con-
tained in section 9(2), 2nd Proviso, last line, pufting it in
a more conspicuous form. . .

3 Ciause 25.

H" 3
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Clause 25. _ :
The amounts not deductible have been put in one
clause.
Clouse 28.
This clause reproduces the provisions of sub-section (3}
of existing section 9 without any change.
Clause 27.
Sub-clause (i}—reproduces the existing provision in
section 9 (4) (a).

Sub-clause (ii)—reproduces the existing provision inr
section 9{(4) (b) with the addition of the words italicised
as even a part of a building such as a flat may be allot-
ted on ownership basis, as very often happens in Bombay.

Sub-clauses (iii) and (iv)}—The definitions of “annual
charge” and “capital charge” have been taken from _ the
decision of the Supreme Court in New Piece Goods Bazar
Co., Ltd., Bombay vs. C.1.T., Bombay.'

Sub-clause {v)—gives effect to the change made by
the Finance Act, 1938,

Notes to clause 28.
.. Section 10 of the existing Act, relating to profits and

gains of busi- gaing of business, profession or vocation is cumbersome in

ness etc.

form and illogical in arrangement. It is proposed to split
up the section, so as to deal separately with the charging
provisions, deductions, amounts not deductible, and provi-
sions in the nature of interpretation.

The opening clausg’ deals with the charging provi-
sions and enumerates the various categories of income to
be classified as profits and geins of business. In order to
make the enumeration exhaustive, the provisions at pre-
sent contained in section 10(8A) for treating payments re-
ceived for termination of managing agency or other agen-
cy etc. as profits and gains of business, have been trans-
ferred to this clause as.sub-¢lause (ii). For the same rea-
son, the provision in existing section 10(6) regarding in-
come of a trade association rendering services to its mem-
bers has been transferred to this clause as sub-clause (iii).

Draft Explanation 1 is intended to clarify the position
regarding classification of profits of managing -agency, and
does not mark any departure from the present practice
Draft Explanation 2 incorporates the Explanation 1 tb see-
tion 24(1), as it should be appropriately placed here.

Notes to clause 29.

This clause gives the general scheme of arrangement
of the sections in the draft dealing with profits and’ gains
of business etc. The object is to give a bird's-eye view of

1(1950) 18 1. T, R. 5168. C. :
* Clawse 28, e J :
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the main provisions and te anable the reader to know at a
glance how ihey are arranged. The inspiration for this
kind of arrangement is derived fram the U. S. Infernal
Revenue Code. '

Notes to alause 30.

This clause deals with deduction for rents, repairs and
insurance charges for buildings.

The expression “building used far the business” has
been used throughout the whole clause for uniformity (as
in the existing Section 10(2) (iv) and (ix), in contrast to
“building in which business is carried on” used ia section 10
(2} (i) of the existing Act).

Drajt Clause (a} (i}—Collects together the deductions
allowable for premises used for the business, where the as-
sessee is g tenant.

Cases where only a part of the premises is so used,
have been dealt with separately.'

Draft clause 30(a)(ii})—Deals with the deduction for
repairs to a building, where the assessee is not a tenant.

Draft clause 30(b).—Corresponds io section 10({2){ix),
earlier part, Cases where only a party of the premises is
used for the business, are dealt with separately.’

Draft clause 30{¢)—needs no comments.

Notes to clause 31.

This clause collects together the deductions for repairs,
etc., of machinery, plant, etc. and does not need any com-
ments, as the changes made are verbal and consequential
on the scheme adopted in the draft.

Notes to clguse 32.

Sub-clause (1)—The various zllowances in the nature
of depreciation have been grouped together in this clause.
To simplify the clause and make it brief, the conditions for
depreciation allowance have been dealt: with in a separate
clause®. In the interest of clarity, the various classes of as-
sets have been dealt with separately.

Draft clause 32{(1) (i) & (ii)—~Together exhaust the flrst
para of existing section 10(2) (vi). The second para of
section 10(2){vi), beginning with “and.where......... 7 grd
ending with the words “cost thereof to the assessee” bas
been omitted, as its operation is kimited tp the year of erec-
tion of a building erected during the assessment years 1945-
46 to 1955-56.

t Bee draft clause 38 (1).
1 See draft clause 38 (2},
* Vide amaft clause 34.

23—1 Law Coem.f58
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As repards the proviso to existing section 10(2){vi),
clauses (a) and {c) of the proviso have been transferred to
the draft clause on conditions for depreciation’,

Clause (b) of the proviso has been transferred to the
Chapter on Aggregation of ingome and Set off of loss, being
relevant thereto.

Item 32(1) {i1)—See notes under item (i) above.
Item 32{1)(ii1)—Existing section 10(2) (via) has been
simplified as follows : —

(i} The main proviso finds a place in clause {iii) while
the second parenthesis (for exclusion of extra allowance for
double shift working) has been framed. as an Explanation;
this will avoid interruption in reading.

(1i) The first parenthesis—containing the words
“{which shall be deductible in determing the written down
value)” has been omitted. Since clause (via) now forms
part of “depreciation”, the allowance will naturaily be de-
ducted in determining the written down value under exist-
ing section 10(5) (b}

(iii) The time for the allowance—ending on the
31st day of March 1959, has been transferred to fhe clause
relating to conditions for depreciation’. If this deduction
becornes obsolete by the time the new Act comes into force,
it may be deleted.

Clause 32(1)(iv)—The propositions embodied in sec-

tion 10{2){vii) are these :—

i. A loss on the sale of an asset is allowed as a dedue-
tion. “Loss” here means the difference between the
written down value and the sale price when the
latter is lower than the former;

2. A profit on such sale is counted as income. “Profit”
here means the excess of the sale price over the
written down value. {If the sale price exceeds even
the original cost, then such excess is a capital
gain.)

3. In the case of asset not sold, but discarded, eta., the

place of sale price is taken by its scrap value, as increased
by insurance moneys, ete., if received.

Of these propositions, No. 2 has nothing to do with

deductions, and relates to income by way of balancing
charge.

An attempt has been made to simplify the section so
as to embody these propositions in.a simple form. Simplifi-
cation of the section has proceeded on the following lines: —

(i) Only the “Loss” aspect has been dealt with here.
The profit aspect (2nd, 4th and 5th proviscs) has been dealt
with in a separate clause relating to deemed profits’,

t Vide draft clause 34 (1} and 34 {2} (iii}.
1 Vide dralt clause g4 (2) (ii).
3 Vide draft clause 41 {2).



349

(ii) Unnecessary repetition has been avoided. The 3rd
proviso and the main para of section 10{2)(vii) have been
combined in the draft in clause 32(1} (iv), since the princi-
ple is the same.

Much of the existing 4th provisc repeats parts of the
3rd provise. The draft clause 32(1) (iv) expresses the prin-
ciple behind these two provisons in such a manner as to
render Trepetition unnecessary in the draft for the fourth
proviso'.

(ii1) Simplicity in expression in general has been at-
tempted. For example, the 3rd proviso at present says that
where insurance, etc., moneys are received, then the amount
by which the difference between the written down value
and the scrap wvalue exceeds the amount of insurance
moneys is allowed as a deduction. This merely embodies
the simple proposition (vide proposition 3rd above), that in-
surance moneys are added to the scrap value.

Thus—the existing formula is—

Written down value minus scrap value minus Insu-
rance-Allowed deductlon (Shifting “scrap value”, this be-
comes}

Written down value minusg {Scrap value+Insurance)=
Aliowed deduction.

The draft adopts the second formula.
Sub-clause (2)—needs no comments.
Notes to clause 33.

Existing section 10{Z){vib) has been incorporated here.
An important change has been made with reference to the
year in respect of which the develvpment rebate is to be
allowed. The existing section allows it only for the year of
acquisition or instaliation; but if seems desirable to allow
the rebate in the next year, if the ship or machinery is ac-
tually put to use in the next{ year.

The proviso to existing section 10(2}vib) has been
transferred to a separate clause relatmg to conditions for
depreciation and development rebate’.

The changes made by the Finance Act, 1958, have been
given effect to.

Notes to clause 34. -

Sub-clause (1}-The provisos to section 10(2} {vi} and
section 10(2)(vib) of the existing Act lay down that the de-
duction under these clauses is to be allowed only if the pres-
cribed particulars are furnished. The draft embodies this
requirement and extends it to deductions under existing
section 10(2)(via) and 1v{2}{vii) also, since these cases
should stand on the same footing so far as the point under
discussion is concerned.

T Drafit clause 41 (2).
3 Vide dralt clause 34 {3).
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Sub-clause (2)—Item (i)—Is new. It embodies a provi-
sion contained at pregent in the rules [vide Rule 8, First
and Second Provisos, Indian Income-tax Rules, 1923], as
to depreciation for user for part of the year.’

Item (ti)—Incorporates the limitation contained in the
last line of existing section 10(2) (via). If the deduction it-
self becomes obsolete, this might have to be deleted.’

Item (i) —Corresponds to existing section 10(2)(vi),
provisg (¢), under which the aggregate allowance far de-
preciation should not exceed the original cost. The existing
section applies to the allowances under section 10(2) (vi)
and 10(2) (via) only, The draft will cover section 10(2)
(vii}, also, since it could not have been the intention of
the legislature to exclude that allowance {from the rule
that the aggregate of such allowances should not egceed
the original cost.

Item (iv)—Where an asset is sold etc., in the previous
vear, the allowance under section 10{2)(vii) will be suffici-
ent and there will be no need for an allowance under exist-
ing section 10(2)(vi) or 10{2Kvia). The draft provision has
therefore been added to avoid a double allowance. -Since
the draft was prepared, the Finance Act, 1958, has also in-
corporated this provision in the Act. But if would seem
that “furniture” should not be subject to the restriction em-
bodied in this clause, since existing section 10(2) (vii) does
not aopply to furniture. The draft retains ‘“furniture™ in
view of the Finance Act, but the matter requires to be con-
sidered. '

Sub-clause (3)—A part of existing section 10{2): (vib),
as amended by the Finance Act, 1958, has been incorporat-
ed here. The changes are imostly verbal and ‘consequen-
tial; but an important point which requires to be mdntion-
ed is, that, the words “and if any such ship, machinery or
plant is sold............ ?, occurring in the latter half of the
proviso to existing seetion 1MW vib) have, in the draft, been
taken as applicable to all ships etc., in respect of rwhich
develepment rebate has been obtained, and not confiped to
the ships ete. to which ¢lause (b) of that proviso applies.
This wider interpretation seems in consonance with section
35(11) (as inserted by the Finpace Act, 1458) which is appli-
cable to qil ships ete.

The provisions contained in existing section 10(213) and
(2C) have been omilted in the draft. It is understood that
Government does not want to enforce these provisigns for
the future; in any cese. the changes made in existing sec-
tion 10(2){vib) render these provisions superfluous, at least
sc far as development rebate 13 concerned.

F Sce also 'ast para of gotes 1o claguse 38, I
1 Sec also notes to draff clause 32 F:) (iti). '
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Notes to clause 35.

Sub-clause [1)—Item (i) needs no comments. Items
(ii) and {iti) represent section 10(2)(xiii), which has been
broken for/ clarity. Item (iv) correspopds to section
10(8) (xiv), relating to allowance for capial expenditure
on scientific research. For simplicity, the bread principle
for allowing such expenditure as a deduction, embodied in
existing section 10(2)(xiv), first para, earlier portion, has
been embodied here. The rest of the provisions of section
10(2)(xiv), and its provisos deal with (i) detailed conditions
and provisions for deduction, or (ii) rules regarding profit
on sale of the asset or (ii) interpretation. These have been
dealt with separately.’

Sub-clause (2)—Item (i) & Explanation.—These cor-
respond to the existing provisions in section 10(2)(xiv),
first para and first proviso. An attempt has been made to
simplify the expression and make it direct. No change
fras been made in the substance. As the allowance is
granted in both cases (i.e., whether the expenditure was
incurred before or after commencement of business), it
will suffice to say so. without making separate elaborate
provision for the two cases

The draft Explanation states the first Proviso In a
different form, which is positive.

Item (ii)—needs no comment, except that the affirma-
tive provision in existing section 10(2)(xiv), 2nd Proviso
{a) (ii), has been made to precede the negative provision
in section 10(2)(xiv), 2nd Proviso, {a)(i). The deduction
allowed under this item takes the place of the 1/5th in item
(i). This is made clear in the draft.

Item (iii)—Language has been simplifiad.
Item (iv)—Needs no comments.

Item (v)—Correspondens to the earlig¢r portion of sec-
tion 10(2)(xiv), 2nd Proviso {e). The latter portion has
been transferred to the interpretation clause.’

Sub-clguse (3)—needs no comments. The contents of
the Explanation to section 10(2) (xiv), have been transfer-
red to the interpretation clause.’

Sub-clause (4)—needs no comments.
Notes to clause 36.

Sub-clause (1)} —deals with deductions for insurance of
stocks and stores.

Sub-clause (2)—Item (i)—needs no comments except
that the wording in the existing section 10(2){x), proviso,
has been sought to be improved. The existing phrase, “the

1 Vide drafi clause 35{2) and draft clan . 41—{;) | 2(5) :c;p'eaw-nely;_
* ¥ide draft clause 42{1), Explanation 1’{! a-np ¢
1 Vids draft clause 42(5). i
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amount is of a reasonable amount” unnecessarily repeats
the word “amount”,

Item (i1}—This is new and has been added to help an
assessee to get a deduction where bonus is paid in pursu-
ance of any award of an industrial or other tribunal even
if the amount is not reasonable, that is to say, even if the
condfiitigns in the existing section 10(2)(x), proviso. are not
satistied.

Sub-clause (3)-corresponds io existing section 10(2)
(i1i}. The proviso has been transferred to the clause on
amounts not deductible’, in order to simplify the sub-clause
and make the arrangement logical,

Sub-clause (4)—Section 58R, first para, which pertains
to the deduction of the contribution of an employer to an
approved superannuation fund, should really find a refer-
enc}i.' amongst deductions, and has therefore been referred
to here. !

Sub-clause (5)—needs no comments.

Sub-clause {6)—corresponds to existing section 10(2). '
{)xi) for bad debts. The changes made are explained.
10w . —

Opening lines—Instead of the words “bad and doubtful
debis” the words “debts or paris thereof that are estab-
lished to have become bad debts” have been used. The
word “‘doubtful” is unnecessary and does not add anything
to what is conveyed by “bad”,

Item (i)—A condition has been added that the debt
must have been taken into account in computing the in-
come for an earlier year. This f{ollows section 11(1){e) of
the Canadian Income-tax Act and sectien 63(1¥(a) of the
Australian Income-tax Act.

Item (ii}—The regquirement expressed by the words
“not exceeding the amount actually written off” ete., ap-
pearing at the end of existing section 10(2) (xi), first para,
has been given here the shape of a condition,

First Proviso—This embodies the latter half of the
existing proviso. {The earlier half of the existing proviso
deals with “profi{”. not “deduction”, and is therefore trans-
ferred to a separate clause”.]

Second Proviso--is intemnded to meet a case like
this : —

A debt is written off in the accounting yvear 195768, At
the time of the assessment for that year, the Income-tax
Officer does not allow it as a deduction, on the ground that
it is not yet established to have become a bad debt. But
when the assessment for a subsequent accounting year, say
1958-59, takes place, the Income-tax Officer has no doubt

1 Draft clause ‘;ota-}- (l) ’
* Draft clause 41({¢).
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left as to'its irrecoverability then. The debt will be treat-
ed as a bad debt for the account vear 1958-59, and the mere
fact that it was written off in an earlier year should not
bar the grant of a deduction.

This result could have been brought about by suitable
words in draft item (ii} also {(e.g., by adding “or earlier
previous year” there). But a proviso has been preferred in
order o avoid obscurity.

Notes to clause 37.
This embodies section 10(2)(xv).

The existing section uses the words “not being an al-
lowance of the nature described” elsewhere; the word “al-
lowance” has, in the drafi, been replaced by the word “ex-
penditure” which is more appropriate in the context.

Notes to clause 38.

Sub-clause (1)—The limitation contained in existing
section 18(2), Proviso, regarding deduction for reni whare
a part of the premises is used as a dwelling house, has been
incorporated here in para {a). Similar limitation regard-
ing deduction for repairs, contained in existing section
10(2)(ii), Proviso, has been embodied in para (b).

In draft para (a), the annual value of the part used for
the business has been mentioned, in preference {o the an-
nual value of the part used as a dwelling house men-
tioned in the existing section, as the former seems to be a
more direct way of stating the rule.

The words “as the Income-tax Officer may determine”
do not occur in the existing section 10(2) (ii), proviso, but
have been added in draft para (b) to make the matter clear
and to have uniformity (Cf. existing section 10(2)}{i), Pro-
viso).

See also notes below under sub-clause (2).

Sub-clause (2).—Existing section 10(2) (ix), provides
for deduction for land revenue etc. and says that the deduc-
tion is for that “part” of the premises which is used for
the business. The provision for deduction has already
been dealt with in the draft clause on deductions. The
present draft sub-clause deals with the limitation regard-
ing “part”.

The provision has been made more elaborate, on the
lines of existing section 10(2)(i), Provisc (See notes to
sub-clause {1) above}.

[Logically speaking. draft sub-clause (1), for section
10(2) (i) and (ii) Proviso (for deduction for renis and re-
pairs where a part of the premises is used as residence)
should also be framed on the same lines as draft sub-clause

(2). The existing provision op these points is confined to
cases where a part is used ag a “dwetri{lg house”, It does
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not deal with a case where the part is used not as a dwel.’
ling house but for some other purpose not connected with
the business. However, no change has been made in this
respect in draft sub-clavse (1), in order to avoid any al-
teration in tax liability.]

Sub-clause (3)—carresponds to existing section - 10(3).
The word “wholly” has been replaced by the word “exclu-
sively”, It has been held' that the words “not wholly...... ”
mean that the building is not used exclusively for the
purposes of the business, but for other purposes alse.
{(These words, the court held, have nothing to do with
the period of user during the previous year.) The draft
gives effect to this degision.

The section has also been made more elaborate by
providing that the Income-tax Officer is to determina the
amount with reference to the extent to which the user was
for the purpose of the business.

It must have been noticed that the Act does not deal
with all cases of partial user in the context of deduc-
iions.

User may be partial in point of—

(i) Space, i.e., only a part of the building is used for
the business; '

-

(ii) purpose, i.e., only some of the purposes of the user
are business purposes; or :

(iii) duration, i.e., the building is used only for a part
of the previous year.

(Moreover. there may be. partiality both in poiﬁt of
space and time, time and duration, and so on.)

The Act deals with (1) and (ii) only, and that too
only for certain kinds of deductions. It does not dehl in
so many words with {iii). The draft also does not gp be-
yond the Act, except that an earlier clause’ embodjes a
provision contained in the rules regarding user whith 13
partial in point of duration.

Notes to clause 39.
No change has been made in cxisting section kA
Notes to clause 40.

This clause coliects together all amounts—not dedue-
tible in computing the profits and gains of business;, etc.
The scheme adopted is to proceed from the genem) to
special. Thus, rules common to all assessees come first
{para. (a)], while those applicable to particular kinds of
assessees are placed after them. '

- s
3 C I T. vs. Dalmia Cefnent Led. (1945) r3 LT.R. 415. i
T See draft clause g4{2) §)- 5 : '
’ ]

!

’ |
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Para (a)—

Item (i)—An attempt has been made to simplify the
language. The last 17 words of the existing section 10(2)
(iii} Proviso, relating to interest paid to a partner have
been omitted, as para (b) of present draft clause will
cover it,

ftem {ii)—needs no comments.

- Items (i) & (iv)—need no comments except that
slight verbal changes have been made to secure clarity.

Para (b)--Needs no coniments.

Parg (c)—The words “expendifure or” have been add-
-ed in item (ii) in order to make it clear that moneys ac-
tually spent (by a person having a substantial interest in
-a company} are also excluded from deductions.

Para (d)—embodies the last line of clauses (a) and (b)
of the Explanation to existing section 8. The bar against
double deduction of such amounts has been embodied in
‘the draft for that section,’ but has been repeated here in
order to make the list exhaustive.

Notes to clause 41.

There are provisions scattered at various places in
‘section 10, enacting that a certain amount shall be treated
as a profit of business and taked accordingly. An attempt
‘has been made here to collect all of them together.

Sub-clause (I)-—Needs no comments.

Sub-clause (2)—is an attempt fo state in a simple form
the propositions embodied in the second and the fourth
provisos to section 10(2){vii). The second proviso is con-
fined to assets which are sold and bring profits, while the
fourth proviso deals with assets which are discarded etc,,
and bring profits. The draft sub-clause (read with the
-draft Explanation 1) combines both these_cases.

It must, of course, be noted that the existing fourth
proviso is highly involved in language, and does not dis-
close easily the rule that is to be applied. But there can
‘be no doubt that the true rule is tHis—that if the scrap
value plus the amount of ingurance moneys etc., exceeds
the written down value, then the excess is taxed as a
‘business profit to the extent to which the original cost is
not exceeded.

The proviso as drafted is faithful to this rule. More-
‘over, it aveids the ambiguity arising from the existing
words “so much of the excess as doek not exceed the dif-
ference between the original,cost ang.the written down
value less the scrap valuq". ( i:f Pmbiguity arises by

Fi :

* Draft clause 20{ii}. 1

-t
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reason of the fact that the word “less” can be read either

with (i) excess, or with
-down value.]

. “and 50 much of the excess ar Joes

(i1) difference, or with (iii} written

The following analysis of the fourth proviso is intend-
ed to show how each part of the proviso has been dealt with
in the proposed draft.

Existing section.

. “Provided futher. ... .. exceeds the r.

difference between the written down
value and the scrap value ne amount
shall be allowed under this dlause.”

2. “and so much of the ¢xcess shail be 2.

deemed to be profits”,

not exceed the difference  between  the
original cost and the written down palue

How incorporated.

The italicised words are unneces-
sary, since deduction is allowed onty
where the written down value is not
exceeded. (Sce existing See. 10(2)
{va}, grd Mrov.)

Incorporated in the] present draf
sub-clause {2},

3- The t-ue rule behind the  italicised

words has been incorporated in a
simplified form in the present draft

less the scrap valne.™ sub-clause (2), as already explained

in the notes.

The function of draft Explanation 1 has been explain-

ed above. Draft Explantions 2 and 3 do not need any com-
ments.

Sub-clause (3)—needs no comments. The changes
are only verbal. The words “whether during the conti-
nuance of the business” have been added in order to clarify
the scope of the provision, on the lines of the existing sec-
tion 10(2)(vii}, 2nd Proviso.

Sub-clause (4}—The addition of the words “or part of
debt” is consequential on the draft adopted for the main
para of section 10(2){xi). Other changes are verbal.

Notes to clause 42.

This clause groups together all provisions in the na-
ture of the definition or interpretation. relevant to profits
and gains of b®¥siness eic.

Sub-clause (13—
First para—needs no comments.
Explanation 1—needs no comments.

Explanation 2.—Existing section 10(5) (¢) provides that
in the case of an asset acquired by the assessee by gift or
inheritance, its wriiten down value shali be the written
down value in the case of the previous owner or the market
value (whichever is Jess). The provision thus appears as
a part of the definition of “written down value”: bug it
would be more appropriate fo place it as a part the
definition of actual cdst. Whet is intended is the fidation
of a notiona! figure of actual gost and not a notional fgure

i
v
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of written down value as such. The written down value
of an asset is an amount that is constantly diminishing, and
cannoi be frozen at the figure of written down value of
the previous owner, as the existing section purports to de.
The real object is to invent an “actual cost” (because a
person acquiring property by gift and not paying anything
for it does not, actually, incur any cost).

The provision has therefore been placed as an Exola-
nation under the definiiion of actual cost, with suitabie
verbal changes.

Explanation 3: The only change made in existing sec-
tion 10(5){a), lst Proviso, is to add, after the word ‘busi-
ness’, the words ‘profession or vocatiion' to make the pro-
vision comprehensive. (Cf. existing section 16(5){a), Znd
Proviso).

Explanation 4: Existing section 10(8)(a), 2nd Proviso,
has been transferred to the definition of actual cost, sirice
it pertains to that topic. A few verbal changes have been
made to simplify the language.

Explanation 5. This is based on section 12B(1l), 2nd
Proviso.

Sub-clauses {2) and (3)—need no comments, except
that it is made clear that ships are included in “plant”.

Sub-clause {§)—is new. The word “received” has been
sought to be defined on the lines of the existing definition
of “paid” in section 10(5), first para, so as to cover not only
cash receipts, but also receipts according to the method of
accounting. The definition is, of course, confined to the
provisions dealing with profits from business [e.g. section
-10(2A)].

Sub-clause (5)—Corresponds io existing section 10(2)
{xiv}, Explanation. :

The only change made is in item (iii)(b), where, at the
end. the words “business of that elass” have been chang-
ed inte “all businesses of that class”, on the lines of para
{a} of the same iiem.

Sub-clause (6)—needs no comments.

Sub-clause (7), Para (a)—The provisos to existing sec-
tion 16(5)(a) have been shifted to the definition of “actual
cost”, for the reasons given above in the notes relating to
draft sub-clause (1), Explanations 3 and 4.

Parg (b) and Proviso—need no comments.

Explanation 1.—Corresponds to the second proviso to
section 10(5}(b). The form has been changed. The exist-
ing provision says that in cases of succession te business,
the actual cost referred to in the main part (definition of
“written down value”) shall be the cpst to the predecessor
in business. The effect of thif is, tha} written down value
that would have been adopte; in the {a@e of the predecessor
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in business will be reghrded as the written down value of
the asset even in the heands of the successor. This effect has

been sought to be brought about more directly in the 'pro-

vision as drafted.

~ Explanation 2.—is based on section 12B(1), 2nd pro-
viso.

Clause (c)—of the existing definition of written down
value has been shifted to the definition of “actual cost"™—

See notes above relating to draft sub-clause (1), Explana-

tion 3.

Explanation 3.—embodies existing section 10{5), Ex-

planation, latter half, without any change.

Notes to clause 43.

This is a new clause. There is some doubt as to whe-
ther the residences constructed for employees are buildings

-used for the purposes of the business or not. The adminis-

rative instructions appearing on page 447 of the Income-
tax Manual, 10th Edition, are as follows: —

“Buildings belonging to the owner of a business
and used by him in order to house his employees are
buildings used for the purpose of business where the
occupation by the employees of property ewned by the
employer who carried on a business is subservient to
and necessary for the performance of their duties. In
any other event such buildings would be chargeable
under section 9 irrespective of the fact whether any
vent is paid by the employees or not.”

The instructions. which appear to be in accordance
with the strict legal position, are sought to be codified
by this clause.

Notes to clause 44.

The provisions regarding insurance business, cogtain-
ed in the existing Schedule, Iave been placed in the draft
First Schedule, but Rule @ of the existing Schedule has
been placed here in view of its importance. [For a defi-
nition of “mutual insurance company”, see the S$outh
African Income-tax Act, 1941, First Schedule, para 2(d).]

Notes to clause 45.
General—

Existing section 12B has been split up into several sec-
tions in the draft, in order to facilitate its understasding.
The charging provision comes first, followed by the year
of charge and mode ¢f compgtation of the %ains. Degailed
provisions for fixing cost ! the asset follow nex{, and
provisions, in the na of exdihption come et the ¢

1
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Draft clause 45.—The changes made are verbal only.
The existing words “the tax shall be payable” have been
replaced by the words......... “shall be chargeable to in-
come-tax” as in other sections, The words “save as other-
wise provided” have been added merely as a drafting im-
provement. :

The existing reference to the date 31st March, 1956,
has been omitted as obsolete.

But it has been made clear that the transaction must
have been effected “in the previous year”. Though this
might amount to a repetition of a provision already con-
tained in the Act, namely, that income chargeable as capi-
tal gains is deemed to be the income of the previous year
in which the transaction took place, still such clarifica-
tion appears to be useful in the main section also.

Notes to clause 48,

This clause fixes the previgus year to which the income-
should be related.

Notes to clause 47.

Existing section 12B(1), 1st provise, and earlier part of
the 2nd proviso, have been comnbined together. The latter
part of the 2nd proviso really appertajons to the definitions
o}ﬁ “actual cost” and “written down value” and is placed
there.

Sub-clause {i)—needs no ¢gomments,

Sub-clause {ii)—The existing provision reads “any dis-
tribution ............... under a deed of gift”. The term “dis~
tribution” may not, it is apprehended, cover a gift fo a
single donee. It has, therefore, been replaced by “transfer”.
The words “deed of” have been omitted, so as to include
oral gifts.

Sub-clause (iit)—The existing provision requires that
the subsidiary company should be “registered under the In-
dian Companies Act, 1956”. (Before it$ amendment in 1956,
ithe wording was “registered under the Indian Companies
Act, 1913") Obviously, however, the intention is that the
subsidiary company should be an “Indien company”. The
wording has been changed acdordingly. (It may be noted,
that the existing wording wotld, if censtrued strictly, ex-
clude companies registered unider a pte-1956 law, and this
narrows down the scope. On the other hind, it would slight-
iy widen the scope by being silent gbout the. registered
office being in India—a requirement ‘mentioned expressly
in the definition of “Indian corpany”.}

Notesg to clause 48.

Sub-clause (1}—Item (i)~+~The wards “wholly and ex-
clusively” have been substituted for the existing word
“solely”. This will secure uniformify in language with
analogous provisions, e.g., exifting seqtion 106{2}{xv).

E See existing section 128(1), main rn, latterlhhf.
- i
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Item (i1i)—Existing section 12B(2){ii) speaks of “the
actual cost to the assessee of the capital asset” (with
certain inclusions and exclusions} being deducted from the
consideration. But there are cases where “actual cosis” is
replaced by written down value, e.g., see existing section
12B(1), 2nd proviso. In some cases, it is replaced by the
fair market value, see section 12B(2), 3rd proviso. Further.
the amounts to be added to the actual cost (as representing
improvements) vary in various cases, according to the date
of acquisition of the asset etc. In order to cover all these
cases, it seems desirable to use some convenient expression
to denote the deductible cost. The expression “statutory
cost” has been used for the purpose. The manner of arriv-
ing at the statutory cost is dealt with separately for the
sake of simplicity.

As to the amounts spent on improvements (additions
and alterations), they have not been mentioned in the draft
in the present clause, but have been dealt with elaborately
in the draft clauses to follow, explaining in detail what 15
“statutory cost” in various situations. The reason is, that
the date after which the improvements should have been
made will vary in various situations. To take an example,
where the fair market value of the asset on 1st January.
1954, is substituted under existing section 12B(2), 3rd pro-
viso, it is enly improvements made after lst January, 1954
that can be taken into account, and it would not suffice to
say that improvements made after acquisition by the as-
sessee will be added to the actual cost.

Notes to clause 49.

This clause enumerates the various modes by which a
person might have acquired a capital asset which he sub-
sequently transfers for consideration. The various modes
enumerated in this section are contained in section 12B it-
self and are grouped in the clause for the purpose of clarity.

In the following clauses' the method of calculating the
statutory cost of the capital asset is laid down.

Assets for which depreciation allowance is admissible
have been dealt with separately. The rules for depreciable
-and non-depreciable assets differ: e.g., (i) in the case of de-
preciable assets, the written down value is taken as the ac-
tual cost in ordinary cases; (ii} even where the assets are ac-
quired before 1-1-1954 and the market value on that date
is substituted, subsequent depreciation has to be adjusted
in the case of such assets.

Item (iv)}(d) of the draft clause uses the words “revo-
-cable or irrevocable trust”, since there is no reason for differ-
entiating between the two:

3 Vide dralt clauses 50-57.
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Notes to clause 59.
Genergl—

The cost of an asset to be allowed for the purpose of
<computing capital gains can be described as made up of the
following ingredients :—

(a) The basic amount. This is (i) cost of acquisition or

(ii) written down value or (iii) in certain special
cases, the fair market value on a certain date.

{b) Addition for expenditure on improvement to the
assets,

{c) Reduction for depreciation.

(d) Adjustment for profits assessed or losses deducted
under section 10(2)(vii), 3rd and 4th provisos.

Items (c) and (d) are not applicable to non-dépreci.able
assets,

The existing section mentions all these ingredients while
dealing with the normal situations covered by section 12B
(2)(ii) and 2nd proviso, but does not do so when dealing with
certain special situations. In the draft, however. it has been
considered desirable to make the provision for each situation
elaborate and to state all the applicable ingredients,

Scheme—

The scheme adopted in the clause is to deal in separate
sub-clauses with the mode of statutory cost according to the
mode of acquisition. (The modes of acquisition have been
classified in a preceding clause).’

Sub-clause (1)—

Para. (a}—the words “cost of acquisition” have been
substituted for the existing words “actual cost”, as being
more appropriate. Incidentally, the expression “actual
cost” might give rise to the impression that the definitien of
that expression in section 10(5) is applicable here also.

As to the expression “cost of improvements” see the
interpretation clause at the end of this group.

Para. (b}—The existing section creates a slight diffi-
culty in understanding it, because it combines two things
in one, namely, (1) where the capital asset became the
property of the assessee before 1st January, 1954, and (2)
where 1t became the property of the previous owner be-
fore the 1st January, 1954. The draft separates these two

situations and deals with them separately for the sake of
clarity.

The existing provision requires that the fair market
value should be “proved” to the satisfaction of the Income-
tax Officer. This requirement has been omitted, as it is im-
plied in all proceedings before the Income-tax Officer.

1 Bee draft clause 49 and noues therets.

i i
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Sub-clause (2) and subsequent sub-clauses—do not need
any detailed comments. The various ingredients constitu-
ting the statutory cost have been embodied,’ here.

Wotes to clause 51.

This relates to the determination of statutory cost of
depreciable assets. The expression “adjusted” has been coin-
ed as a short expression to convey the profits assessed and
losses deducted under existing section 10¢2)(vii), 3rd and 4th
provisos. It has been defined in the interpretation seetion
pertaining to this group of sections.’

We think however, that it would be more convenient
to adopt a simple formula for arriving at the actual cost
instead of the elaborate provisions now contained. Either
the market value on the date of acquisition if acquired be-
fore 1-1-1954 or the market value on 1-1-1954 at the option
of the assessee may be adopted, whatever be the mode of
acquisition. In other cases the market value on the date
of acquisition may be taken. Adjustments may be made
to arrive at the statutory cost

Notes to clause 52,

The verbal changes made are consequential on the pro-
visions for arriving at the cost of the asset as re-drafted.

Notes to clause 53.
This is new.

Where a capital asset is given in exchange, the gonsi-
deration received by the assessee will itself be an asset (i.e,
in kind and not in cash). Some rule for estimating the
value of such consideration appears to be necessary. The
draft clause takes the fair market value of the asset re-
ceived by the assessee, as the basis.

Paragraphs (a) and (b) are intended to deal with cases
where the transaction is not a pure exchange of asset; and
the assessee receives or gives something (usually money) in
addition to the thing received or given in exchange.

Notes to clause 54.

This deals with the case where the consideration stated
in the deed of sale ete. is low '

An important departure has been made from the exist-
ing provision. Existing section 12B(2), 1st proviso, applies
to cases where the tramsaction is entered into with a person
‘directly or indirectely’ conne¢ted with the assessee. This
does not appear to be necessary and bhas been omitted.

1 See potes above * General .

t The claborate provisiogs of sectiop g2 8 (3), Provim or pro i for
improvements are regarded aslinappli e;for depreciable assets, |
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The draft clause has. further, been limited to cases
where the actual consideration is not cerrectly given in the
deed. The power should not extend 1o cases where the
gor;(siideration, though law, has been correctly recited in the

ced.

Notes to clause 55.

The guestion of transferring this to the chapter on
“Exclusions from Total Income” was considered, by us, but
we thought it more appropriate to-retain it here.

Notes to clause 56.

No change of importance has been made in existing
seciion 12B{4) (b).

Notes to clouse 57.

“Adjusted”’—Existing section 12B(2), 2nd proviso says
that in the case of depreciable assets, the cost of the assets
{i.e. the written down value) has to be adjusted by losses
deducted or profits assessed under existing section 10(2)(vii),
3rd and 4th provisecs. Even in cases where the fair market
value on a certain date is substituted, this deduction has
to be made. '

In order to avoid the necessity of repeating the words
“diminished by losses and increased by profits” frequently,
the substantive draft clauses' for calculating the statutory
cost use the short expression “adjusted”, and the present
clause seeks to define it.

“Cost of improvement” —Existing section 12B{2)(i)
says that the actual cost of an asset shall include expendi-
ture of a capital nature on additions or alterations to the
asset. Even in cases where the actual ¢ost is to be replaced
by the fair market value as on a certain date, improvements
subsequent to that date have to be taken into account.

In order to avoid the necessary of repeating the lengthy
expression “expenditure of a capital nature” ete., the sub-
stantive draft clauses use the short expression “cost of any
improvements”, and the present clause seeks to define it.

The existing provision, section 12B{2)(ii), last linés,
specifically excludes expenditure deduectible under other
heads. )

Notes to clause 58.

‘Clause 58

This clause deals with income taxable under the resi- Fl,
duary head “Income from other sources”. Sub-clause (1) gfom n;fz:
embodies the general principle, while sub-clause {2) lists sourées.
some specific items deserving special mention.

t. Vide draft clauses 5o-51,
24~—1 Law Com. 58
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Sub-clause (1)—The language adopted is in conformity
with that adopted in the draft for the other heads (eg.
Salaries). The words “which may be included in his total
income” have been omitted, as unnecessary, Under exist-
ing sections $ and 4, it is only income forming part of “total
income” that is subject to tax. - Therefore the words “which
may be included in the total income” are to be read into
each section dealing with a head of income, and need not
be repeated in every section.

Sub-clause (2)—Item (i) needs no comments.

Items (ii) and (iii} are, in form, new; but sub-sections
(3) and (4) of existing section 12 imply that such income is
taxed under the residuary head. This implication has been
made express in the draft.

Section 12(1B) is omitted, as it is not relevant for as-
sessments to be made hereafter. :

Notes to clause 59.

Existing section 16(2) provides for {wo things :—

(1) The proposition contained in the earlier pagrtion,
providing that a dividend is deemed to be the income of the
previous year in which it is paid, credited etc.

(2) The provision for grossing up of dividends coixtain-
ed in the latter part and proviso. i

The proposition at No. (1) above has been embodied
in a separate draft clause, being one of the clauses! deal-
ing with deemed incomes. !

The provision at No. (2) above forms the subject- hatter

of the present draft clause. \
Sub-clause (1)—is introductory in nature. :

Sub-clause (2)—The grosaing up of dividends is 4 diffi-
cult procedure. The question of requiring companges to
deduct tax from dividends can be considered, on the lines
of S. 184186 of the U. K. Act'and sections 43 and 49 pf the
Ceylon Act. The recommendations of the Taxation En-
quiry Commission on the subject” may also be seen.i

On the assumption that the present provision isito he
retained, sub-clause {2) attemppts to state the rule rpgard-
ing grossing up in the form of a formula. The existing
section states the rule in an indirect manner; the werding
“such amount as would, if imcome-tax ete. were deducted
therefrom, be equal to the arpount of the dividend “qdreafes
some difficulty in actual application, because it beging with
an unknown. The drafi formula, though appearing com-
plex on account of symbols, is not so difficult to apply.

! Pide draft clause- 8_ i : i

*T. £. C. Report, Vol.’ﬂ., Chsptir —?{, Faragraphs 18-25, pages 156-158
1 _
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The draft expresses the meaning of the clause in the
form of a simple mathematica) formula. (The method of
adopting such formula is not novegl and is to be found in
the South African Income-tax Act.)

The formula is explained below :—

. If G is the amount as grossed up, D the amount of the
net (ie. actual) dividend, and R the rate of income-tax ap-
plicable to the company expressed as a percentage, then,
the existing rule is that—

R
G — (Gx—-— = D
OO
.
GR
iz, G minus _ = D
100
R
fe, D = G( I -
115)
D
ity G = ———
R
l —_—
100
roox Iy
G =
100—R

Now G is composed of the net amount of the divi&&,pd,
plus the increase; .

1oox D
iea G = D 4+ Increase =
100-~R ) !
tooD g‘r posing
or Increase = —— — D . . }
100—R .-

Now, if D on the extreme right hand is expressed in
terms of fraction of 100-R, theh,

100D D {100~ R}
Incrense = —— — . .
: 100—~R, 10— R
100 [ —{100D—RIJ)
1.2, Increase = .
too—R "
RD
i.e., Increase =
00—R

Therefore the gross dividend is the actual dividend plus
the increase so arrived at. .

Sub-clause (3)—This is based on the existing proviso to
section 16(2). The expression “sum” been replaced in
the draft by the expression “?md” ith is more appro-
priate in the context. { -
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Notes to clause 80.

Deductions (pertaining to income from other sources)
have been made the subject-matjer of a separate clause, as
has been done in the case of income under other heads, e.g.
profits of business.

ftem {i)—needs no comments.

Item (ii)—Existing sections 12(3) and 12(4) provide that
where machinery etc. is let on hire, the assessee shall be
“entitled to allowances” in accordance with the provisions
of section 10(2), clauses (iv} to {vii). Now, these clauses of
section 10(2) provide for two things :—

. (1) Deductions for certain expenses, depreciation and
loss on sale;

(2) Charging of tax on profits on sale, destruction etc.
of assets (Section 10(2)(vii), 3rd and 4th provisos).

' Logically, therefore, section 12(3) and 12(4) are to be
construed as adopting not only the provisions for deductions
but also those for profits, in the clauses referred to. -~

The provisions for deductions are incorporated in the
draft item under discussion. The words “so far as may be”
have been added, since these provisions may not fit in word

" by word in respect of income from other sources. Dther
verbal changes are conseguential on the scheme adopted
in the draft for existing section 10(2)(iv) to {(vi).

So much of section 10(2}{vii) as dedls with the charging
of tax on profits arising from sale etc. has been embodied
in the separate draft clause to follow, entitled “Profits
chargeable to tax”. T

Item (iii)—Instead of the present wording “solely for
the purpose of ... U ” the words “wholly and exclu-
sively” have been used, to secure uniformity with the lan-
guage of existing section 10(2)(xv).

Notes to clouse 61.

Amounts not deductible have been dealt with separate-
Iy in this clause.

Sub-clause (a)—Iitem (i) needs no comment§ In
items (ii) and (iii) minor verbal changes have been made
on the lines of changes in the corresponding provisiops for
income under other heads, (¢.g. see the draft for e)fi?iting
section 18{2)(iii), Proviso}. P

Sub-clause (b)—Section 12(5), in part, provides that the
provisions of existing section 10{4¢A) apply to income from
other sources as they apply to income from business. Since
section 10(4A) relates to amounts disallowed as deductions,
this part of section 12(5) finds a place here.

 The rest of existipg sectign 12(5) is incorporated jn the
clause, to follow, denlﬁng witg profits chargeable to ipx,
1 o ;
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Notes to clause 62
Sub-clause (1)—needs no comments.

Sub-clause (2)—See notes under draft clause entitled
“Deductions”.

CHAPTER V

INCOMES OF OTHER PERSONS, INCLUDED IN
| ASSESSEER'S TOTAL INCOME

Notes to clause 63.

Existing section 16(1)(c) deals with two kinds of trans-
fers: (1) transfer of income only, without transfer of the
corpus, and (2) revocable transfer of the corpus. In order to
prevent the two kinds of transfers being mixed up, it is
- considered desirable to separate the two infio two sec-
ilons.

The draft clause under discussion deals with the first
kind of transfer. The existing section uses the words “set-
tlement or disposition” and then goes on to define these
words as including, besides other things' “disposition” (see
second proviso). For the sake of brevity, only the word
“transfer” has been used in the draft throughout the group
of clauses incorporating section 16(i){(c). The word ‘trans-
fer' has been defined separately.

The existing section contains the words “from assets re-
maining the property of the settlor or disponer”.. These
words do not easily convey the exact meaning. The obvi-
cus intention is to refer to a case where there is no trans-
fer of the property from which the income arises. This is
made clear in the draft.

Provisos 1 and 3 to the existing section 16(1){c) are
framed in wide language so as to convey the impression
that they are applicable to transfers of mere income also.
But since transfers of mere income (that is, transfers co-
vered by the draft clause under discussion) fall within the
section “whether revocable or not”. it seems incongrucus
to give any definition of “revocable” in respect of such
transfers. It could not have been the intention that if the
transfer of income is itself irrevocable, then the section will
not apply. The first and third provisos should therefore
be confined to transfers of corpus, being revocable. The cor-
responding draft clauses' acéordingly narrow down the
scope. :

Other changes are verbal.

Notes to clause 64

One or two verbal changes have been made, which
do not need any comments. : .

b See draft ¢l auses G5, 66.
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Notes to clause 65.-

The existing provision, i.e., section 16{1)(c), third provi-
so, applies only to “settlement or disposition”. 1t does not
mention “transfer”, but obviously all transfers of corpus
are also covered by the proviso, since the main para. of
section 16{1){c), latter part, speaks of “revocable transfer
of assets”, and the proviso is intended to save certain trans-
fers which, though revocable, are not revocable for a
certain period. Hence the draft mentions transfers. '

Sub-clause (1)—The existing provision speaks of a set-
tlement ete. which is not revocable during the life-time of
the “person”. This “person” is obvicusly the transferee (see
the opening line of the existing section 16(1)(c) which be-
gins with “all income arising to any person”). This has
been made clear in the draft in para. (a). In the case of a
transfer by way of trust, the iransferee, that is, the parson
to whom the income avises, is in theory, the trustee, but in
substance the beneficiary. This has also been specifically -
provided for in the drafi.

Sub-clause (2)—The verbal changes made are conse-
guential, .

Notes to clause 66.
The small verbal changes made are consequential’,

Retransfer of “income”, mentioned in the existing sec.
tion and also in the draft, will be applicable where, though
the transfer is of corpus, the income is retransferable or

resumable.

The definition of “settlement or disposition”, contgined
in the second proviso, has been replaced by a definition of
transfer. The definition of “settler or disponer” confain-
ed in the existing second proviso, does not seem tp be
necessary. The intention behind the definition, probably,
was to clarify that in the case of a settlement by two or
more persons, each of the settlors is regarded as a settlor.
It is unnecessary to have such a provision by way of
specific definition. :

Notes to clause 67.

The words “being a male” have been added afted “an
individual”. The reason is, that the provision in guegtion
applies only to males as is now settled by the Supreme
Court”, .

Item (i)—The existing sections 16(3)(a) and 16(3)(b)
both begin with the words “so much of the income”, This
is provided in the draft clause, opening lines, by the words
“all such income”, and repetition in the item corresponding
to section 16(3){b) has been avoided.

¥ See notes to draft causcy 63 and 6y : I
2 CLT. us: Sedro Desi (19T) 32 r:r.}. 615 5.C.
' N
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The significance of section 16(3) lies in the principle
that the income of one person {wife, ¢hild etc.) is regarded
as the income of another persqn. In other words, the income
arising to A is attributed to B. This has been brought out
directly in the draft by commencing each item with words
“to his wife” etc. {The existing items begin with words de-
noting the property and not the person).

The words “her husband” have been replaced by “such
individual” for the sake of precision.

The words “of which” a person is a partner, have been
replaced by “in which”, as being more happy in the context.

Items (ii), {iii) & (iv)—See notes to item (i).

Item (v)—The existing section 16(3)(b), while speak-
ing of “minor child”, does not exclude the case of a married
daughter. But an exception should be made for married
daughters here also, as has been made by the existing sec-
tion 16{3)(a), item (iv), since there is no reason for not
having the same provision in both the cases. The words
“not being a married daughter” have, therefore, been ad-
ded in the draft. -

CHAPTER VI

AGGREGATION OF INCOME AND SET-OFF OR CARRY
FORWARD OF LOSSES

Notes to clause 68,

Incomes on which income-tax is not payable have been
dealt with in a separate Chapter. Since such incomes form
part of the total income for purposes of rate etc., this clause
states”that rule clearly.

Notes to/clause 69.

Sub-clause (1)—Existing section 16(1) {b), dealing with
the method of computing the share of the pariner in the
income of the firm, presents some difficulties. In the first
place, the words “increased or decreased respectively by
hig share in the balance of the profits or loss cfier the
deduction of any interest, salary, commission or other re-
muneration payable to any partner, In respect of the pre-
vious year” create some ambiguity, a6 it is not clear whe-
ther the words “after the deduction’ are to be read with
“hig share” or with “balance” or with “profits or loss of the
firm”. Secondly, the words “increased or decreased res-
pectively” leave some scope for improvement and simpli-
fication. Lastly, the section is a bit #nvolved. An attempt
has, therefore, been made o recast the provision and state
the mode of computing the share step by step.

The direction to deduct interest etc. payable to any
partner, contained in the existing section, is obviously
necessary, in view of the fact that edisting section 19(4)(b)
disallows the deduction of any payment by way of interest
etc. made by the firm to a gartner, What section 16(1}(b)
does is to authorise this dedgction positive provision,
when computing the partner’§ share. | |- -
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The existing expression “profits or loss” has been re-
placed by “total income”, which is more precise.

The word “paid” has been used in paragraphs (a), {b),
(¢), instead of the existing word “payable”. The word has
been defined in the clause. This will secure uniformity
with existing section 10(5).

Sub-clause (2)—This clause is new and is intended to
make it clear that the classification of income under the
various heads as given in existing section 6 is applicable
to the share of a partner, in the same way as it applies to
the firm. In other words, just as a firm's income can be
classified under “Income from house property”, “Income
from business” etc., similarly, even after the apportion-
ment of the incame to the partner, the amount apportion-
ed to a partner is classified under various heads.

Sub-clause (3)—This is new. It gives effect to a deci-
sion of the Bombay High Court' which holds that interest
paid on money borrowed by a partner and utilized by him
for investing as capital in the firm is allowable as a deduc-
tion in computing the partner’s total income, in so far as
the total income comprises his share in a firm’s income.

For the sake of comprehensiveness, it has also been
made clear that no other deduction is allowed in respect
bf the share.

Sub-clause (4)—Existing seetion 16(1)(b}, proviso, has
been reproduced in this sub-clause, Strictly speaking, this
provision should be placed along with provisions for set
off. However, it serves a useful purpose as indiceting
that there is scope for set off. It has therefore been
allowed to remain here. The words “in accordance” wpuld,
of course, make it clear that a partner’s right to set off
is not absolute, but is subject to the provisions of existing
section 24, '

Noies to clause 70.

This clause is new and is intended to give effe¢t to
the legal principle that unexplained cash credits appearing
in the books of accounts of the assessee are assessable as
income’, '

Under the decision of the Patna High Court cited,
above’, such cash credits are treated as the income of the
{inancial year preceding the assessment year, as the abses-
see eould not have opted for any other previous yeat for
such items. We have by this clause definitely laid down
that the previous year to which the income represented
by such cash credits could be related is the previous year
for which the account books are maintained and the cash
credit is entered.

"3 Shansi Kumar Morajee V.CIT (1954) e7-ITR-6g. _ :
L. CLT. Vs. P, Darolia :& Sons-(1 27-1TR —515(Pama High T‘}.

See also page 557 of Kanga dnd Palkhetals, 1958 Edition.
! [
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Notes to clause T1.

This is new. Investments not appearing in the books
and not explained satisfactorily are mnade assessable for
the financia)l year in which the investments have been
made. :

Notes to clause 72.

This is new. It deals with set off of a loss from one
business against profits under any othier business,’ The
principle is well accepted by courts', and has been codified
for the sake of comprehensiveness.

Notes to clause 73.

General--The scheme of section 24 of the existing Act
has, in the draft, been altered by a redistribution of its pro-
visions. The existing section deals separately with—

(1) set off in the same year, and
(2} set off in succeeding years.

But an alternative method of arrangement of the pro-
visions would be to deal first with set off of losses, whe-
ther in the same year or in succeeding years and then
state the exceptions in both cages. This would give to a lay-
man a complete picture of what is to be done with regard
to the losses sustained by him. The draft, therefore, pla-
ces the provisions contained in the existing section 24 in
separate sections in the following order—

(i) General provision regarding set off in the same '
year and set off in the succeeding years;

{ii) special provisions regarding speculation losses;

(iii) special provisions regarding set off of losses under
capital gains;

{iv} special provisions for registered firms;

(v) special provisions for unregistered firms assessed
as registered firms;

(vi) special provisions for partners of unregistered
firms; -

{vii) change in constitution of firms; and
{viii) submission of refurns in respect of losses.

Sub-clause {1)—As already explained above, the gene-
ral rule relating to set off. whether in the same year or in
succeeding years, has been dealt with in the beginning’

3 Anplo-French Textile Co L24..V. C.LT ,j (1953), 23 LT.R. 82. For other cases
) s¢e Kanga and Paltkhivala's commentary $n the Actf!:'gng Edn., p. g22.

t Draft clause 3. I [




372

Sub-clause (1) states the rule relating to set off in
the same year (from one heed to another). The existing
expression “loss of profits or gains” is slightly inappro-
riate, as it speaks of “loss” of “profits”. It has, therefore,
een replaced by the words *“net result is a loss......... »
The words “subject to the other provisions of this Chap-
ter” have been added in order to make it clear that there
are special provisions regarding firms, capital gains, specu-
lation losses etc. which appear in the subsequent clauses.

Set off is allowed, not with reference to the previous
year, but with reference to the assessment year. Previous
years may be different according to the source of income,
but the Income-tax Officer is concerned only with the as-
sessment year for which the loss is to be computed, This
is the position for carry forward also. Suitable verbal chan-
ges have been made on this point in the draft clauses
concerned.

Under the existing law a loss arising under any head
is to be set off against income under the head *“Capital
gains”, Now it is well understood that the taxation under
the head “Capital gains” is at a lower rate than the taxa-
tion under other heads, by the operation of existing section
17(6). The result is, that an assessee is forced to set off
a loss against capital gains. He thereby obtains a redue-
tion of his taxable income which does not fetch the - same
benefit as it would have fetched if the set off had beeh con-
fined to other heads. For example, if a loss of Rs, 2,600
under the head “Iacome from property” is set off against
capital gains, then, assuming that the tax on capital gains
works out at 10 N.P per rupee, the reduction in tax which
the assessee would obtain by such set-off would be Rs. 200.
While, if the assessee is to set off the loss only agaipst in-
- come other than capital gaing then, assuming that the rate
of tax under other heads is 25 N.P per rupee, the peduc-
tion in tax which the assessee would obtain by such set
off would be Bs. 500. It would seemn that there is ro rea-
son for driving the assessee to a course which caudes pe-
cuniary loss to him. It may be noted that in the copverse
case when a loss is sustained under capital gains, thejasses-
see is not allowed to set off the loss against any other head,
vide existing section 24(2A). The position regarding set off
against income under the head capital gains has therefore
been altered on the lines indicated above. The necpssary
changes have been made in the draft sub-clause und¢r dis-
cussion, and the draft clause corresponding to existing sec-
tion 24(2A) has been made comprehensive so as to embody
the law relating to set off of 'a loss under other head
against capital gains, and vice versa, with the change dis-
cussed above. : '

Sub-clause (2)-—Drafting changes have been made on
the lines of the changes mpde in existing section|24(1).
See notes to sub-clause (1) ve.
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The words “had no other head of income” 'have beeen
replaced in the draft by the words “had no income under
any other head”, in order to make the intention clear that
carry forward of the whole less is allowed because there
is no income against which the loss could be set off in the
year in which the loss arcse. .

Section 24(2), Proviso (a), has been already repealed.

~ Section 24(2), Provisos (c), {d) and (e), are dealt with
in succeeding clauses.

Section 24(2), Proviso (f), has been omitted, as its ope-
ration was confined to assessment years which have all ex-
pired. .

Section 24(3) is being transferred to the Chapter on
Procedure for Assessment.

Sub-clause (3)—Does not need any comments'.

Sub-clause (4)—Carry forward of losses is allowed for
a maximum period of eight years now {Se,e the amendment
made by the Finance (No, 2) Act, 1957). Sub-clause (3)
embodies this rule. In'the existing Act (as amended in
1857), the words “but no loss shall be so carried forward
for more than eight years” appear as a part of section 24(2),
clause (iil). This causes an ambiguity as to whether the
limit of eight years is to be counted with reference to the
carry forward referred to in section 24(2)(iii) or whether
in counting eight years the year of first carry forward
under section 24(2){ii) is also to be counted. The latter -
construction is, obviously, what was intended. In order to
make this clear the limitation has been placed in a separate
sub-clause. ' .

Notes to clause 74.

General—Speculation losses have been dealt with se-
parately in this clause, .

Sub-clause {1)>—The expression “speculation business”
has been substituted for the expression “business
consisting of speculative transactions etc.”, since the draft
clause relating to chargeability of income under the head
"“Profits and gains of business etc.”” makes use of the ex-
pression ‘speculation business™.

Sub-clause (1) relates to the veny previous year in
which the loss was incurred and is bagdd on the first pro-
_viso to existing section 24(1). - v

Sub-clauses (2) and (3} and (4)—~The carry forward
and set off of speculation loss¢s hag been dealt with here.
The clause has been made self-contaimed, for the sake of
convenience, though this has necessitated a slight amount
of repetition.’' :

1 Astothe correct interpretation of this proyision see now Alumimium
Corporation of Indiavs. CAT. West 1 A R. {1958) Cat, g04.

% Draft clause 28, Explanation 2.

* See alsc notes to draft clause 73 ().
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Notes to clause 75.

The *changes made are verbal and do not need any
comments. Notes to the main clause dealing with set off
explain the drafting changes made in the existing section
24(2), and the draft clause under discussion has also been
framed keeping in view those changes.

As already explained in the notes to that clause, the
position regarding set off against capital gains has been
dealt with comprehensively in this elause.

Notes to clause 76. ,
Sub-clause (1)—does not need any detailed comments.
Sub-clquse (2)—The prohibition against carry forward
by a registered firm, contained in existing section 24(2),
proviso {c¢), earlier half, has been embodied in this clause
with a few drafting changes explained below.

The existing provision refers to the loss of a registered
firm “which has been apportioned”. These words are mis-
leading; in the case of a registered firm apportionment is
compulsory and universal, and no question of confining the
provision to a loss which “has been” apportioned can arise.
The language has, therefore, been slightly aitered, and the
words in question omitted.

As a matter of fact, it is no{ necessary to have any pro-
vision at all to the effect that a registered firm eannot
carry forward its losses. The reason is, that when the loss
of A is apportioned between B and C, it no longer subsists
as the loss of A, and the question of its carry forward by
A should not arise. The proviso is, however, useful by
way of clarification, particularly in view of the pdculiar
nature of the provisions for assessment of firms and part-
ners in the Act, and has, therefore been retained.

The prohibtion is presumably applicable to the carry
forward and set off of losses under capital gains alsb, and
the draft has been framed on this assumption.

Notes to clause 7T7.

Existing section 24(2), provisc {d}, says that when an
unregistered firm is assessed under existing section 23(5)(b},
its losses shall “also be carried forward and set off ‘under
this section as if it were a registered firm”. This is not an
accurate way of stating the position. A registered firm is
never allowed to carry forward its loss [see existing see-
tion 24, sub-section (2), proviso (¢), earlier half], and Jthere-
fore, to say that the loss may be “carried forward as if
it were a registered firm” is meaningless. The language
has, therefore, been altered.

Notes to clause 78.

General--The second proviso to existing section 24(1)
consists of two parts, the earlier part dealing with upregis-
iered firms and the latter part dealing with registereq firms.

t Clause 75 (:).._ : P I
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This clause deals with unregistered firms, while registered
firms have been already dealt with'. .

Subzclause (1)—The existing provision, for unregistered
firms, says that the loss of the firm shall be set off only
against that income of the firm and not againt the income
of any of the partners. When analysed, this gives the fol-
lowing propositions : —

(1} The loss of the firm shall be set off only against the
income of the firm. This proposition has been se-
parately dealt with in the draft, though it follows
from the principal provision in the draft’ ie, any
assessee is entitled to have loss under one head set
off against the income under amy other head. That
provision applies to unregistered firms, just as it
applies to the other assessees.

{2) The loss shall not be set off against the income of
“any of the partners”.

What is really meant is that where an assessee is 2
partner in an unregistered firm and his share is a loss, the
loss cannot be set off against his other income. Draft sub-
elause Z{a) embodies this proposition.

Sub-clause {(2)—As to para. (a), see noles above. As to
para. (b), minor changes have been made. .

Strictly speaking, this provision is also unnecessary.
The main provision in section 24(2) applies to all assessees,
including unregistered firms. Therefore, any loss incurred
by the firm is to be carried forward in computing the
firm's income. The question of its carry forward in a
partner’s income cannot arise. The provision is, however,
useful by way of clarification, as it emphasises the propo-
sition that a partner in an unregistered -firm cannot claim
a separate set off and that all that is allowed is the collec-
tive set off available to the firm as a whole.

Notes to clause 79.

This clause does not need any detailed comments, ex-
cept that the draft makes it clear that the limitation im-
posed by the existing section applies in respect of set off
under existing sections 24{1) and 24(2A) as well as under
section 24(2} and section 24(2B).

Notes to clause 80

A part of existing section 32, sub-section (2A), has been
incorporated in this clause, since it is germane to the set
off of losses.

The limitation shouid apply not only to carry forward
under existing section 24, sub-section ¢2), but also to carry
forward under existing section 24, sub-section (2B). This
has been made clear in the dl;aft.

! Draft clause 76.
* Draft clause 73 (z).
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CHAPTER VII
INCOME ON WHICH NO INCOME-TAX IS PAYABLE

Notes to clause 81.
General—

1. It should be remembered that exemption from tax
Is iotally different from exclusion from total income dealt
with in Chapter III. In the latter case the income excluded
does not form part of the total income, while in the former
case it forms part of the total income but no tax is payable
thereon though for other purposes such as rate, etc., it con-
tinues to be part of the total jncome.

2. Exemptions from income-tax strictly so called can be
classified as follows : —

(i) Exemption enjoyed by an income which, thoygh it
forms part of the total income, is not subjdet to
tax. (Such income would count for determining
the rate; bui once the raie is determined, the in-
come is not itself taken into account in caiculating
the guantum of tax),

(ii) Sums on which rebate of tax is allowed at the ave-
rage rate of tax. !

3. The existing Act does make adistinction between
categories (i) and (ii} above. But the distinetjon is
obvicusly necessary. The draft, therefore, deals with the
two categories in separate chapters.

4. In the draft, exemptions which are really in the
nature of rebates in respect of expenditure have been gilaced
under category (ii). .

5. The case of earned income relief presents somd spe-
cial features and has been discussed in the notes tor the
clause relating thereto.

6. Exemptions in respect of super-tax have for the sake
of clarity, been dealt with separately in Chapter on
super-tax. i

Clause 8]1. Existing sectiop 18A, earlier part, has been
embodied in this clause, with minor verbal changes.

The latter part of the section has of course been pmit-
ted, as it becomes obsolete in view of the recent legislative
practice not to provide for earned income relief.

The earlier par{ has however been retained here, :leav-
ing it to the Government to omit it if it is decided perma-
nently to abolish earned income relief.

Netes to glpuse 82.
The clause does not needjahy comments.
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The exemption from super-tax has been dealt with in
the Chapter on super-tax.

Notes to clause 83.

The clause does not need any comments.

The exemption from super-tax has been dealt with in
the Chapter on super-tax.

The question of providing for grossing up of dividends
of co-operative societies [on the lines of the provision for
companies—existing section 16(2)] has not been considered,
as the provision in respect of companies has itself provoked
a lot of controversy.

Notes to clause 84
The clause does not need any comments.

The exemption from super-tax has been dealt with in
the Chapter on super-tax.

Notes to clause 85.

Existing section 15C has been embotiied in this clause.

The few verbal changes that have been made are explained
below :

Sub-clause (2}—The conditions specified in existing sec-
tion 15C(2) are cumulative. This is clear from the existing
language and has been made still more clear in the draft.

Sub-clause (6)—Existing section 15C(6) uses the expres-
sion “financial year”. This has been replaced in the draft
by the expression “assessment year” whlich is more appro-
priate. ) :

The existing sub-section speaks of the four “assess-
ments” immediately succeeding. What is meant is, the
four “assessment years”. The ﬂdmﬁ: magkes this clear, An
assessment made in a particular year is not necessarily
identical with that gssessment year, sinfe sometimes an as-
sessment is made late, after the assessment year has expir-
ed.

The exemption from superstax has: been dealt with in
the Chapter on super-tax. '

Notes to cﬁ:use 86..',

This merely reproduces existing ion 15C(4) and as
the subject matter is different it is madk a separate section.

Notes to clause 87.

Items (i) ‘and (ii)—~The sqcond amd third provisos to
existing section 8 have been embodied in these items with
slight verbal changes. The expression “receivable” has
been replaced by the ward “recetved”.’

! j
1 i

t Compare draft glause 18.
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Item (ii)—embodies existing section 14(2){a), with
slight verbal changes.

Item {iv)—deals with the exemption contained in exist-
ing section 14(2}(aa). The existing wording is slightly
invelved. An aitempt has been made in the draft to sim-
plify the expression by making a few verbal changes, and
splitting up the provision into clauses.

Item (v)—does not need any.comments.

CHAPTER VIII
REBATES AND RELIEFS
Notes to clause 88.

General—The provisions contained in the existing Act
which are in the nature of rebates of income-tax on cer-
tain expenditure have been collected together in this
Chapter. (The discussion at the beginning of notes to
the previous Chapter explains the scheme adopted in the .
draft in respect of exemptions from tax.)'

Sub-clause (1), peragraphs (a) and (b)—These deal
with rebate in respect of life insurance premiums. The
following drafting changes have been made—

(i) The words “in the previous year” have been added
in the draft for existing section 15(1), for the sake
of precision.

(ii) The existing section 15(1) speaks of sums paid “to
effect” an insurance, but when speaking of deferred
annuities it uses the words “in respect of” & con-
tract for a deferred annunity. For the sake
of uniformity, the expression “to effect” has, in the
draft, been used for both the cases. See items (i}
and (ii} of paragraph (a).

(3ii) While sums paid as ordinary premium might be co-
vered by the existing words “to effect” an insu-
rance, sums paid for the purpose of keeping alive
a policy or preventing it from lapsing may ot be
covered by those words. In the draft, thetefore,
the words “keep in force” have been added both
in respect of insurance and in respect of contracts
for deferred annunities. See items (i) and {ii) of
paragraph (a) and also paragraph (b).

Sub-clouse (1), paragraph (c)—The words “in the pre-
vious year”, have been added to secure precision,

The words “provided that the sum so deducted shall
not exceed one-fifth of the salary”, existing in section 7,
sub-section (1), First Provise have in the draft been re-
placed by the words “in so fer as the sum so dequcted

1. See notes to draft clapse 81— “(General”. ] i

i
!
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does not exceed one-fifth of the. salary”, Where the dedue-
tion exceeds one-fifth of the galary, the existing language
would, if construed strietly, exelude the deduction in toto.
THe obvious intention, however, is to Hmit the exemption

to one-fifth and not to complstely disallow the exemption
in such cases, '

The limit of one-fifth coz&ained in the existing section
has been repeated in the draf; but, since existing section
15(3) has been amended recently (vide Finance No, {2) Act
195%) so as to raise the limit ynder that section from one-
fifth to one-fourth, it would be desirable to make a corres
ponding increase in the Wimit under existing section )
First Proviso, also.

Sub-clause (1), paragraphs (4} & {e}, do not need any
comments.

Sub-clause (2)—Existing section 16(ZA) has been split
up for the sake of simplicity - Furthes, the negative form
of the existing provisions has hieen converted into a positive
cne, vide the opening lines. . ‘

The words appearing at the end ip the existing provi-
sion, “and which is not the sum actuglly assured” really
indicate a benefit over and ahove the assured sum. Thig

' is made clear in the draft. The existing words “either be.
fore or after death” unnecessarily inctease the lepgth of
the provision; the words in the draft “under the policy” -
will meet both the situations, (It is cl¢ar that the existing
words “which is to be or may be receT_VEd” are to be con-
fined to payments made by tke corapany under the paliey.

The existing words “either by the; person 'paying the
premiums or by any other pemson” have been replaced by
the werds “by any person”, for simpliity. ]

B ; |

Sub-clause (3)—Existing section 15(3) has been re-

produced here in a simplified form. ¢,

The existing sub-section gdoes no expressly mention
sums exempt under section 58R for the purpose of count
ing the maximum aggregate thit can bp pxempted: but the
effect of the words at the end of sectiol 58R, main para.
“in the case of an employee be’treated ¥or all the purposes
of this Act as if it were a sum to which the provisions of
section 15 apply” js that the employed's contributions are
also to be counted for the es of’ iction 15¢3). For
this reason, sub.clause {3) s a2 refetence to all  the
sums exempt under any item of the drdft clause, which
will include sub-clause (1) (d} also. '

Notes to clouse 89.
General--What the Act contemplates in section 15B

is really 2 rebate (at the aversge rate} jn. respect of tax.
The provision has, therefore, pl in the present
Chapter on Rebates. -

@51 Law Com./s8
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The First Proviso to existing section 15B{1) has been
dealt with in the Chapter on Super-tax, where the exemp- -
tion for super-tax in respect of donations has been deaﬁ:
with separately’. .

Sub-clause (2)—does not need any comments. ’

Sub-clause (3)—The changes made are all verbal and
consequential on the scheme adopted in the Act in respect
of exemptions.

Sub-clause {(4)—does not need any comments, since the
changes are minor and verbal, \

Sub-clause (5)—The existing section 15B{2) requires
that certain conditions should be fulfilled by an instifution
or fund to which the section applies. Condition No. (iv)
contains the word “or” at the end and is followed by con-
dition No. {v). It is not clear whether the last condition
No. {v) is an alternative to condition No. (iv) only, of whe-
ther it is to take the place of all the conditions (i} to {iv).
Since condition No. (iii) contains the word “and” at the
end, it can be argued that conditions Nos. (i} to (iv) are to
be taken together and condition No. (v) is to be taken sep-
arately. But this does not seem to have been the inten-
tion; the result of such comstruction would be to eliminate
a very important requirement, namely, the requirement in
condition No. (i) that the income should be exempt under
the category for “Charitable Institutions”. The first three
~ conditions should be fulfilled by all the institutigns or
funds, while the fourth and fifth conditions are alterna-
tives to each other. This intention has been brought out
in the draft by combining the contents of existing condi-
tion No. (v) with condition No, {iv). '

Condition No. (i) at pregsent requires that the institu-
tion should be bne “the incame whereof is exempt under
clause (i) of sub-section (3) of section 4”. But in cases
where an institution has no property, the application of
this condition becomes difficnlt. The wording has, there-
fore, been slightly altered. Further, institutions though
not strictly falling under section (4) (3) (i), such as univer-
sities or educational institutions not existing for jprofit,
should be regarded as standing on the same footing as
purely charitable institutions, and they have, thegefore,
been included in the draft (Just as their income hag been
exempted—See the draft clause inserted on the s Le;ct’.
Tnstitutions depending on veluntary contributions | have
also been included in the draft. '

Existing condition No. (iv), when mentioning univer-
sities, requires that they should be established by laf, but
when speaking of other educational institutions redognis-
ed by or affiliated to univergities, it does not add the re-
quirement that the university should be established by law,

t Vide draft clawse 109 (). .
1 Druft clavse 1:({24). : | .
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The intention, obviously, is to require that the affiliating

or recognising university must itself be established by
law. This has been made clear in the draft.

Sub-clause (6)—does not need any comments.

The exemption in respect of super-tax has been dealt
with separately in the Chapter on super-tax'.

It would be conducive to simplicity and will lessen the.

work of the administration, if a provision is made for the
issue of a certificate (after enquiry by the Income-tax Offi-
cer or the Inspecting Assistant Commissioner having juris-
diction over the institution or trust) thet the institution or
trust satisfies the conditions of this section, Donations made
to such institutions or trusts will automatically be entitled
to the exemption if the other conditions of the section are
fulfilled. This would obviate enquiry every year by differ-
ent Income-tax Officers before whom the exemption is
claimed by donors in different jurisdictions.

Notes to clause 90.

The existing provision is confined to “Profits in lieu
of salary”. In the draft it has been extended to “Perqui-
sites” also. Perquisites may sometimes be in cash, and the
provision might be useful in such cases.

The power to grant relief in respect of super-tax has
been dealt with separately in the Chapter on Super-tax’.

Notes to clause 1.

Existing section 25, sub-sections {3) and (4), deal with
two things ;| —

(i) total exemption for ineome of the year in which
a business is discontinued or $ucceeded to, and

{ii) substitution relief, whaereunder, the income of the
vear of discontinuance or succession can
be substituted for the income of the immediately
preceding year. o '

The first concession has bden already dealt with in a
previous chapter;’ the second concessipp has been dealt
with in the clause under discusgion. A few drafting changes
have been made in order to sdcure clarity.

As to the position concerning super-tax, see the Chap-
ter on super-tax.'

1 Pide draft clawse 104,

3 Vide draft clause 132,

* Vide dralt cluase 13 in chapter TIT. :
* Vide deaft clavse 100, oL
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The provision embodied in the draft is applicable only
to a business assessed under the 1918 Act. It is for ¢onsi-
deration whether this concession is at all necessary  after
the lapse of such a long time',

CHAPTER IX
DOUBLE TAXATION RELIEF
Notes to clause 92.
This clause does not need any comments.
Notes to clause 93.

The following drafting changes have been made in
the existing sections—

(i) The word “previous” has been added befcare'l the
word “year”, since residence is defined with refer-
ence to previous year.

{(ii) The existing words “country with which there is
no recxproca! arrangement” have been replaced by
the words “couniry with which there is no pgree-
ment under sectlon {49A}" for the: sake
of precision. The ' recxprocal arrangement” !refer-
red to in the existing section could only bq an
agreement upder section 49A. !

(iii) Sub-sections {2) and (4} of existing section 49D
have been omitted, as their operation is now gpent.

{iv) Suitable words have been added at the en of
sub-clause (1) to cover a case where the Indian
rate and the foreign-rate are equal. ;

Notes to clause 94. N

Existing section 49C{1) oontains a reference to gection
49, But section 49 has been repealed by the Inco%ﬂe-tax
and Business Profits Tax (Amendment} Act, 1948 ( of
1948). The reference to seétion 49 has, therefore; been
omitted in the drafi. .

No other change has been made.

CHAPTER X
PROVISIONS AGAINST AVOIDANCE OF T

: iu'otes to clouse 95. ;

Sub-section (2) of section 42 has been redraftel with
a view to bringing out what was really intended. The ob-
ject is to catch the income of the resident where & busi-
r.ess is carried on hetween a resident and a non-residdnt and

the profits of such business are camouﬂaged.in suchia way
i

1 ¢f. the discussion in ghe Report pfithe Income-tax Innstwm ymi
sion (1948), pages 153-155, paragra M&'SSO
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that the resident receives-either no profits or less than nor-
mal profits. In such a case the Income-tax Officer - has
to determine the true profits of the resident attributable
to such camouflaged transactions. This is now brought out
clearly in the draft. '

The existing section says that the income of the non-
resident shall be chargeable “in the name of the resident
who shall be deemed to be............... the assessee”. These
words have been replaced in the draft by the words “and
include such amount in the total income of the resident”.
This verbal change has been made for the sake of unifor-
mity, and for emphasising the true construction of the sec-
tion as explained above.

Notes to clause 96.

The existing section 44D relating to transfer of assets
to non-residents is considerably involved in its expression.
It is difficult to understand the section las a whole and its
grammatical structure without. some effort’ The section
has been slightly recast on the:lines of section
412 of the U.K. Act’ The important points of difference
between the existing section anhd the draft clause are ex-
plained below :—

(1) Sub-sections {1) and (2} of the gxisting section 44D
repeat the words “transfer of assets by virtue or in con-
sequence whereof, either alone or in conjuction with asso-
ciated operations, any income........... hecomes payable”
etc. This condition precedent bas beerf transferred in the
draft clause to the opening lines, thus saving the repetition
appearing in existing sub-sectien (2).

of assets must be one whereby “any jncome which, if it
were the income of such persan, woull be chargeable to
income-tax” becomes payable to a non.resident. This re-
quirement of potential chargegbility i thus applicable to
the income arising from the transfer.: In the draft, how-
ever, it has been removed from that plaice and shifted to
the income over- which the rdsident g&; power to enjoy

(2) The existing section 448(1) -sa'Es that a transfer

[ See draft sub-clause (1} (a}]). This ch4nge is in “harmony’
with the more important change discbs
item (5).

{3) In existing section 44I(1), the reference to asso-
ciated operations occurs only in the b¢ginning of the sec-
tion, that is, the portion referring to a.iransfer whereby
certain income arises. This r¢ference: is. not repeated in

d below under

the subsequent portion dealing wih mcquisition of rights
by the transfer. In other ' words, the rights giving the
power to enjoy certain income must, at present, flow from

. For a criticism of 9432 of the U. K. Act cofresponding to s, g4y of
our Act, seg p. 31T, para. 1oz2g(5) of the r1 of the, Royal ‘Commission on,
the Taxation of Profits and Incame (Final Report). ¢ | . :

* U. K. Income-tax Act, 1g52.Cf. Uf K. Fi c!Ac:, 1936, Soctiop.s8. -
H i ‘ :
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the transfer itself. Under the clause as drafted, however,
these rights might flow either from the transfer or from
its associated operations.

(4) The words “in consequence of which” occurring
for the second time in the existing section 44D(1) have
been omitted in the draft. These words related to “rights
........... in consequence of which he has.........power to
enjoy”. It seems sufficient to have the words “by virtue
of”’ in this context. '

(5) Under the existing section 44D(1}, the income to
be taxed as the income of the resident is “that income”,
that is, the income earlier referred to as arising fromh the
transfer to a non-resident, which the resident has power
to enjoy. Thus, two ingredients are réquired for taxing
the income at present: (i) the income must arise fromh the
transfer, and (ii) it must be income which the resident has
power to enjoy. The draft clause, however, makes ah im.
portant departure here. All that is required in order to
tax an income is that (other conditions being satisfied),
it must be income which the resident has power to enjoy.
Under the draft it is not necessary thai the taxable ingome
should coincide with the income arising to a nonfresident
from the transfer. Thus the power to enjoy must arise
from the transfer, but the words “power to enioy !such
gtcome” have been replaced by “any income of a non-resi-

ent”.

{6) The existing section 44D(2) suffers from one im-
portant flaw, 4n that it does not state how the sum referred
io therein is to arise. The section says: “Where any pﬁson
receives or is entitled fo receive......... any sum paid by
way of loan etc......... such imcome shall......... be depmed
to be the income” of the resident. One would have ex-
pected the section to say, like sub-section (1), “whenq any
person by means of ary tmns{er ........... receives any isum’
etc. The draft sub-clause (1)(b) makes it clear that the
capital sum must be one “the r?ayment whereof is in any
way connected with the transfer”. :

This is merely a condition to be satisfied. Whatl is to
be charged to tax is a different matter, discussed ih the
next item. i

(7) The existing section 44D(2) says that “such ifcome
shal]l be deemed to Be the imcome” of the resident.! It is
with some effort tha{ one is able to locate the income to
which this word “such” is agplicable; it is the income be-
coming payable to a non-resident under the transfer.! This
hasfbeen expressed in a more inielligible form id the
draft,

(8) The length of the existing section 44D(2) has beea
reduced in the draft, by replacing the words “any sum

paid......... otherwise {han_ hig income”, by the words {‘capi-
tal sum”, which has l%een.se*ct_mtely deﬁn&d in draf} sub-

clavee (6‘).



385

Notes to elause 97.

 Existing sections 44E and .44F have been combined in
this clause, and certain important changes of substance
ha\fe been made as follows;—-

{1) Existing section 44E(1)} applies where the owner
of the securities, having agreed to sell or transfer the
securities, “by the same or any collatoral agreement”
agrees to buy back etc., the securities. In practice, however
it is difficult for the Department to prove that there was
an “agreement” to buy back the securities. Moreover, as
a matter of substance, it does not appear to be necessary
to insist on the requirement of “same or collatoral agree-
ment”, The object of the séction is to prevent avoidance of
tax, and the provision should extend to all cases where
the transaction of sale and re-purchase of securities resuits
in such avoidance. The scope of the section has, accord-
ingly, been extended in the draft [see sub-clause (1}].

(2} It has, however, been made clear in the draft that
the provision in the existing section 44F will not apply if
there was no avoidance or if the avoidance is not sys-
tematic ; see draft sub-clause (4) whkich mentions sub-
section (1) specifically. .

(3) Existing section 44F, operative part, deals with the

cases where a person transfers securities before the dec-

laration of the dividend, thus shifting the right to receive
the dividend to another person. The operative part of this
section has been incorporated in draft sub-clause (3). An
important departure from the existing section has, how-
ever, been made; the existing section provides for appor-
tionment, vide sub-section (2}, latter "half read with sub-
section (3). Under it, only the incomse attributable to the
period upto the transfer is de¢med to be the income of the
transferor. Under the draft, however, the income for the
full year will be deemed to be the income of the trans-
feror, vide sub-clause (3), last line. Since the provision
is intended to stop avoidance, it should go the full way,

Existing section 44F(2) applies '!ly where-the avoid- ‘

ance is “more than 10 per cept of the amount of income-
tax” for the year. This requifrement has been omitted in
the draft, in order {0 make the provision against avoidance
more stringent,

(4) While the operative portion of section #4F thus
finds a place in the draft, the machindry provisions in sub-
sections (4), (5) and (6) of that section have been omit-
ted. The notice under section 44F(1) will now be covered
by draft sub-clause (7). '

Apart from these important ch g, the other o
are of very minor nature and n no comments, e
existing section 44D(7){c) re!atin%:’o!dividend:s deemed to
have been distributed to a pe _ n omitted in view
of the form in which secfion] 23A s | after its amend-
ment in 1853, : B B g

e m——— e e
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CHAPTER XI
SUPER-TAX

Notes to clause 98.

Sub-clause (1)—The follou}ing drafting changes have
been made : — o

1. Drafting changes made in the charging section for
income-tax (section 3} have been followed in drafting this
clause also, Thus—

(i) the word “year” has been replaced by “afsess. -
ment year”, '

- (1i) after the words “previous year”, the words' “‘or
previous years”, have been added, '

(iii) the enumeration of various classes of assegsees
(“individual”, “undivided family” etc) has been .
replaced by person”, .

(iv) a proviso has heen added to deal with cases ere
tax is charged in the year of income or dedycted
in advance, :

. 2. The words “save as otherwise provided in this }' ct”
have been added to make it clear that the charging.pfovi-
sion is subject to 8ther provisions, e.g., provisions fof re-
bates etc. Cf. the words “in acecordance with and subject
to the provisions of this Act,” in existing section. 3. :

3. The words “a Central Act” have been replaceti by
“any Central Act”; Cf. existing section 3. .

Sub-clause (2)——does not need any comments,

Sub-clause (3).—The existing section deals only with
the case of a firm assessed wnder section 23(5)(b). |The
more frequent case of a firm which is actually registered
has not been treated elaborately in the section. The draft
sub-clause sets out the positiok comprehensively.

The second proviso to existing section 55 is transf red
to a separate clause’, under the group of clauses degling
with income not forming part af total income for superjtax.

Notes to clause 99. '

- The changes made are consequential on the chapges
made in existing section 55, main para. S
.. As regards earned:income the language of the draft
elauses on the subject will suffice. to exclude existing sec-
tion 15A. for super-tax} .. .- S e a1

_,‘Drai‘lc!ausgmé. . ;o ;_.t .

S Vide drafy clause 81 read Jrith draft ‘:lJunc 102 {2).
i
i h
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- Notes to cliuse 100

This corresponds to the ptovxso (&), appearing below
existing section 25(4).

The existing provision says that the proms;ons of sec-
‘tlon 25(3) & (4) shall not applly to ‘stiper-tax’. The word
“‘super-tax; has, in the draft, been réplaced by the words
“determination of total income” etc. which are more ap-
‘propriate.

Notes to clause 10%

This is new. Interest on income-tax free securities is
«<hargeable to' super-tax. It is fair that reasonable sums
spent on realising such interegt, and ihterest paid on mo-
‘ney borrowed for investment in such securities, shall be
-allowed as deductions. (Cf. exlstmg section 8, 1st Proviso,
wearlier half)

The provision becomes particularly necessary in the
draft, because so far as the compuiation of ifotal income
for income-tax is concerned, the draft clause for section
8 contdms an express prohlbltlon against deducting such
sums,'

Notes to clause' 102,

Sub-clause (1)>—Existing section (1} has, in the
draft, been split up into two. ‘The general rule that the
provisions for income-tax shall apply #0:the charge eic. of
super-tax has been stated in sub-clause (1), while the ex-
ceptions are dealt with separately in sub-clause {2).

The words “save as otherwise provided in this Act”,
added in the draft, I;;.oint to draft subsclause (2) and are
also intended to make it clear that there might be cases
where a provision is applicable to income-tax only, o9
existing section 49C(1),

Sub-clause (2)—Existing section 58(1) excludes seve-
Tal sections of the Act in relation to super-tax. Most of
these sections are, in the draft; placed etther in the Chap-
ter on Income on which no eli':come- X is payable or in
the Chapter on Rebate and Relief of idcome-tax, 1t would,
therefore, suffice to say that these tm chapters do not
apply for super-tax. :

So far as sections not coniamed i these chapters are
-concerned, they have been mentioned 'in the draft sub-
.clause under discussion [except section 586(2} as to which
see discussion below].

Section 58G(2) has been mentmned in exlstmﬁ section
58 as one of the excluded sections. But really speaking, the
substance of it applies for super-tax also, What section
$8G{2) provides ik that the acgumulatell Balance in an ap-
proved superannuation fund all be Hi uded from the

1 Vade draft clause 21 (ii} and (iii).
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total income and exempt from income-tax. This does not
apply in terms for super-tax; but section 58G(1), earlier
part, says that such balance shall be exempt from super-
tax. This “exemption” from super-tax has, under the sche-
me adopted in the draft, to be treated as exclusion from
total income’. Therefore the position regarding the ba-
lance in question is the same, ggth for income-tax and su-
per-tax, when section 58G(2) is read together with section:
58G(1), and there is no point in saying that section 58G(2)
does not apply for super-tax.

The words “Save as expressly provided in the
Chapter” are meant. for cases where a provision in the
super-tax Chapter (e.g., clause regarding exemption of
donations from super-tax) expressly refers to the condi-
tions specified in the corresponding clause for exemption
from income-tax.

Existing section 58(2) will be dealt with in the Chap-
ter dealing with Collection and recovery of tax.

Notes to clause 103,

This clause, which is new, has- become necessa?y im:
the scheme followed in the draft, which deals separately
with income-tax and super-tax. The object of the clause
is merely to facilitate the application, for super-tax, of
certain provisions contained in the sections dealing - with
avoidance of tax. Those provisions. as reproduced in the
draft, use the expression “income-tax” only and hemce it
becomes necessary to repeat them for super-tax.

Notes to clause 104.

Greneral.—The existing provisions for exemptions from
super-tax say that super-tax “shall not be payable” in res-
pect of the income in question; or that the income | shal}
be exempt from super-tax. This appears like an ekemp--
tion from tax, not an exclusion from total in-
come. But it seems that. in the case of super-tax,. the
exemptions should be treated as cases of exclusions from
total income (except in cases where section 17(3) emress-v
ly directs the exemption to be treated as a case of yabate).

Though section 16{(1) says that “in computing the
total income” the exempted incomes are to be included in
the total income, and though section 56 would apply sec-
tien 16 for super-tax, also, still section 16 has to be con-
fined to cases dealt within section 17(3). The draft, there-
fore, treats such exempiions as exclusions from totpl in-
come. Drafting changes have, wherever necessary, been
made to carry out this schema, .

[So far as the sections expressly referred to in exist-
ing section 17(3) are concermed, they have to be treated
as cases of rebates.] : i

1 3e0 notes to draft claige 104. -

z :
! AR

!
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Clause 104

The words “profits and gains” have been replaced by
the term “income” which is more pre¢ise, The provision
is, obviously, applicable to all income and not only income
from business. Other changes are consequential on this
change and on the scheme adopted in the draft to treat
exemptions from super-tax as exclusions from total in-
come.

Notes to clause 105.

The verbal changes made are consequential on the
scheme adopted in the draft to treat exemptions fromr
super-tax as exclusions from total income'.

Notes to clause 106,

This clause does not need any comments, since the
changes are only verbal and consequential.

Notes to clause 107.
The changes are verbal and consequential.

Notes to clause 108.

General.—Existing section 56A, sub-section (1), item
(ii) says that one of the conditions for availability of the
exemption under the section is that the income of the in.
dian company (which pays the dividend) “would  have
been exempt under the operation of section 15C if the pro-
visions of that section had been applicable thereto”. 1t is.
not clear from these words how much of section 15C is
to be read into section 56A. In the in¥efest of clarity, it
seems desirable to incorporate, in sectipn 58A itself, what~
ever conditions are to be borrowed {rofn section 15C,

The question, therefore, that arises next is, what part.
of section 15C should be repeated in section 56A? Section
15C requires the following conditions to be fulfilled :—

1. The profits must be derfved from an industrial un--
dertaé:li;n_g to which the section applies (sub-sec-
tion ) -

2. The profits should not exceed 6 per cent per annum
on the capital employed in the undertaking (sub-
section (1) ).

3. The undertaking must pot be formed by the split-
ing up or reconstructian of a business already in
existence {sub-section (2), item (i}).

4. The undertaking must not be fermed by the trans-
fer of a building etc. used in & business carried on
_l;_e)f;}re the 1st April, 1948 (sub-section (2), item
: l ” L3

¢ Sew nores to clause 104

i
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5. The undertaking must begin to manufacture® arti-
cles in India within 13 years from the 1st April,
1948 or extended periéd when allowed by the Cen-
tral Government (sub-section (21, item (ii)).

6. The undertaking must employ a certain number of
workers (sub-section (2}, item (iii)).

7. The exemption must not have been withdrawn by
the Central Government (sub-section (2), item
(iii} Proviso).

8. The exemption is applicable only to the assesgment
for the previous year in which manufacture com-
menced and for the four immediately succeeding
assessment years (sub-gsection (6)).

Taking these conditions one by one, it seems that con-
dition No. 1, is applicable for section 56A only to the ex-
tent to which it is introductery, as intended to draw atten-
tion to 5. 15C(2). (Section 56A does not require that only
dividends attributable to proflis derived from a particular
undertaking should be exempt.) Condition No. 2 cannot be
applied for S. 56A, as the intention of section 56A § to
confer an exemption in addition io that enjoyed by ghare-
holders under section 15C(4). Condition No. 3 is apphi-
cable for section 56A, but since section 506A, sub-sgction
(1), item (ii) speaks of “the Indian Company”, the ¢ondi-
tion has to be translated in terms of the Indian Company.
Condition No. 4 is applicable, but the mention of the 1st
April 1948 is irrelevant for the purpose -of section; 56A,
which seeks to give a permanent exemption. Condition No.
5, being of a temporary nature, cannot be ap(fli for
section 56A, Condition No. 6 is applicable. Regarding con-
dition No. 7, the intention probably seems to be t¢ dis-
regard any such withdrawal of exemption and to ppply
section 56A to all companies otherwise governed by the
applicable part of section 15C, even if in a particulat case
the exemption under section. 15C has begpn withdfawn.
Condition No. 8, being of a temporary nature, cannbt be
applied to section 56A, which does not confine the exemp-
tion to a particular period. S

! i
_ In the draft, therefore, the ingredients of seétion 15C
have been embodied only to the extent indicated in{ the
discussion above. :

As already stated, the applicable conditions of s¢ction
15C(2) have, in the draft, been treated as conditionsg: te
be fulfilled by the Indian Company and not by its indus-
trial undertaking. Consequential changes have been made
in language. ,

Sub-clause (1}—Item (i)—The cumbersome Iligt of
items has been removed to a separate sub-clause, ' thus
simplifying the languhge of seation 56A(1}(i).

Item (ii)~The gneral nptes at the beginning jbove
may be persued, ’ T
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Sub-clause (2}—does not need any  comments.

Sub-clause (3)-—The commodities 'in question have
béen referred as “items”"—a word used in the existing sec--
tion 56A(2) at the end. No other comments are needed.

Notes to clause 109,

No detailed comments are needed,

Notes to cleuse 110,

Sthictly speaking this exersption should in the case of
supertax be treated as an exclusion from total income,.
but in view of section 17(3) it had to be treated as a
case of rebate’, :

Notes to cleuse 111.

This clause states the rule in existing section 14(2)
(aa) as read with the Proviso.

The exemption has, for purposes of super-tax, to be
treated as a case of rebate [§ 17(3)}, though similar ex-
emptions have been treated. for super-tax, as exclusions
from total income’.

Notes to clause 112

The clause does not need Pny’ detgiled comments. The
words “in relation to” will indicate that the substande of
the relief is the same, both in Income-fax and in super-tax.

Notes to cfause 113.:

General—Existing section 23A, even after its amend-
ment by the Finance {No. 2) Act 1957, is lengthy and is.
difficuit to follow. An attempt has Meepn made to break up
the section and distribute its provisions in several clauses..
The scheme adopted is to beén with 'the operative provis-
sions and then to take up provisions iny the nature of inter--
pretation. e

Clause 113—This reproduges S. 2$A(1). Simplification
of the provision has been sought to be hdhieved by splitting-
it up into two sub-sections, so.that th¢ main provision ap--
pears separate from the requirement Qrhposing a duty on
the Income-tax Officer to consider ceftain criteria.

The lengthy expression ‘“fotal indome............ as re-
duced by”, which is followed:by a ligt of the deductions,
has been replaced by the shotter expihession “distributable
income” (defined separately)’. This hag enabled the simpli--
fication of the various clauses -of S. 23A(2) also.

1 Cf. notes to draft clause 104. 1: i I
5 See draft clause 118.
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The lengthy expression “a company whose business
consists............ in the dealing in or holding of investments
........ ” has been replaced. by “investment company” {(de-
fined separately)’, which has simplified the draft for Ex-
planation 2, Clause (i) also.

~ The changes made by the Finance Act, 1958, have been
- given effect to. ‘

S. 234, in effect, taxes undistributed profits and is thus
-aimed ai a maximum distribution of profits. It is difficult
to sustain, side by side with this section, the provision
which has been included in recent, Finance Acts for tax-
ing excessive distribution of profits. The provision®in the
Finance Act aims at encouraging the minimum distribu-
tion of profits and goes ill with section 23A which encour-
ages the maximum distribution. '

Even the Finance (No. 2) Act 1957, First Schedule,
paragraph D, second Proviso, clause (¢}, though it does not
directly tax an excessive distribution, is subject to this cri-
ticism; because on that part of the dividends which ex-
ceeds 10 per cent of the paid up capital, there is an in-
direct tax expressed as a reductisn of the rebate otherwise
admissible. This indirect tax goes on increasing with the
percentage of the dividend in relation to the capital.. The
higher the dividend, the lesser the rebate and, therefore,
the higher the tax.

In other words, while the Finance Act provision acts
.as an incentive to smaller distribution, S. 23A acts as an
incentive to higher distribution of profits. It would be
desirable to drop the system of faxing excessive disiribu-
tion of profits introduced-in recent Finance Acts, at least
in relation to companies to which section 23A applies.

Notes to clause 114.

The changes made are verbal and consequential on
‘the shorter expressions “distzibutable income” and “in-
vestment company” adopted in the draft for S. 23(1).

Notes to clause 115.

No detailed comments are needed.

Notes to clause 118.

The existing proviéion has been split up into sub-
-clauses (1) and {b) for simplicity.

Notes to clause 117.

Sub-clause (1)—In paragraph (b) the negative words
“mot a private compary”’ have n replaced by the ‘posi-
tive words “a public company”. While the definition; of -

1 Sce draft clause 159, i
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public company in the Companies Act is itself a negative

one, it seems unnecessary to repeat that negative concept
in the provision under discussion. '

In paragraph (b) item (iii), the existing words “less
than six persons” have been replaced by “five or less per-
sons” in order to help the understanding of the provision
by removing the negative. It must, of course, be noted
that the provision, even as redrafted, retains the negative
words “at no time during the previous year............ ?. The
reason is, that the provision is intended to be satisfied in
respect of each and every block of share capital; the po-
sition regarding holding of shares should be such that
any five or less persons cannot have the control of any
bunch of shares carrying more than 50 per cent of the
total voting power,

The method of computing the number of persons has
been included in a separate sub-clause for the sake of
simplicity.

Sub-clause (2)—As already stated, the method of com-
puting the number of persons has beem separately includ-
ed in this sub-clause. The provision has been split up into
paragraphs {(a) and (b), and an Explanation, for simpli-
city. ~

Notes to clause 118.

The expression “distributable income” has been coin-
ed and used in the draft for the operative portion of 3. 23A,
sub-section (1) and also in the draft for sub-section (2).
The expression has been defined in this clause. The only
change of substance made is th¢ additian of sub-clause (c),
whereunder amounts paid as donationg and exempt from
tax under existing section 15B will bhe excluded from the
distributable income. This has already been the practice
under a decision of the Ceniral Govermnment.

Notes to clouse 118,

This clause seeks to define “investinent company”, an
expression used in the draft at severql places as a short
substitute for the lengthy expression “company  whose
business consists” ete.

Notes to clause 120,

Though the existing definition of “statutory percen-
tage” is complex, the complexity is due to the complicated
nature of the provision in substance. Improvemenis in
form would not have reduced the ebn:{ﬁzexity and have
not, therefore, been attempted, excepi -ithat in item (1v),
in sub-clause (a), the words at present appearing at the
end “whichever of those is greater” have, in the draft,
been shifted above and sed as {“the greater of the
following”. ! §- '
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_ CHAPTER XII o
'DETERMINATION OF TAX IN CERTAIN SPECIAL
CASES

Noteg to clause 121.

The main provislon of existing section 17(2) has beern
embodied here, with verbal charges italicised, to state the
rule in an exact and accurate manner.

Notes to clause 122,

The clause is new. Reference is made to the provision
contained in existing section 58G to make the Chapter self-
contained.

Notes to clause 123.

General-—-Existing section 10(5A) provides for two
things. The earlier portion deems compensation etd. paid
fo managing ageni etc. to be profits and gains of
business, and has been incorporated in the draft chap-
ter on computation of total income. The latter portion gives
the method of computing tax on such income and ha been
incorporated here, : :

Sub-clause (1)=While the tax on the compensation
etc. is to be dealt with in the special manner proviéfs for
by the section, the tax on the remaining part of the income
has to be calculated at the {average) rate applicable fo the
whole of the total income. This has been made clear in the
draft, by stating the position. separately for the two’ kinds
of income.

The Explanation is new and is intended to deal with a
case where a firm, though assessed as an unregiste firm
in the assessment year, was assessed as a registered firm
in any of the three preceding assessment years.

Sub-clause (2)—is new, It seems desirable to p:ovide‘
for a rebate to the partner of a registered firm whefe the
firm is in receipt of the compensatign etc. in guestion. There

is no such provision at present. :

Notes to elause 124. | E
The provisions of section 17(1) have, in the drafij beemx
pui into four sub-sectjons, for simplicity. These deal with—
(i) the basic provision, i
(ii} the option given to the non-resident, and the|time-
limit therefor, : : )
(iii) the consequences of the option, and
{iv) power to extend the time-limit for the optiox'g.-
When using the expression “tax”, the words “including
super-tax” have been| omitted, .as the definitjon of i
the draft, includes -tax,’§ - .
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Sub-clause (1)-does not need any detailed comments.

Sub-clause (2)—The opening portion of existing section
17, sub-section (1), 1st Proviso, has been simplified by stat-
ing directly the date 30th June, and omitting the reference
to the assessment year ending on 31st March, 1952, which
has become obsolete,

Sub-clauses (3) & (4)—It has been made clear that any
option exercised under the present Act will continue to
have effect for the purposes of the new Act also. Conse-
quential changes have been made.

Notes to clause 125.

The substance of existing section 17(6) has been in-
corporated in this clause.

The process of calculating tax has been split up in two
sub-clauses, for simplicity.

The existing words in 8. 17(6)(ii), “on the whole ....... .
income-tax equal to the amount which bears to the income-
tax” etc. have, in the draft, been replaced by a mathe-
matical formula, to make the provision easy to understand.

It is presumed that, in calculating the income-tax on
the amount of capital gains, the total income is to be re-
duced for purposes of rate also. Hence, when explainin
the symbol Y, the words “had the totg} income so reduce
been his total income” have been adted.

The proviso to section 17(6)(ii) hag in the draft been
split up into two clauses. '

Clause (i) states the minimum amount that can bé
taxed.

Clause (ii) embodies the rule relating to the maximum
tax to be charged. Where the capifal gains do not exceed
five thousand rupees, the tax will obviously be zero when
this clause is applied (see the words “if any”), and it be-
‘comes unnecessary to deal specifically with such a case, as
has been done in the existing section.

Suggestion—It would be logical if a provision is made
in the Act to the effect that capital gains are completely
excluded from the total income for the purpose of super-
tax. This would simplify the form of the provision con-
tained in existing section 17, sub-sections (6) and (7).

Notes to clouse 128

Section 17(7), even after its amendment by the Finance
{No. 3} Act, 1858, refers to super-tax dnly and is not easy
to understand.

The draft seeks to state the position clearly, The re-
duction of the total income by the amount of capital gains
1§ presumably effective for defermining the rate also, as
is shown by the words “calcul on ity total income” even
in the existing section. This been | more cléarly
in the draft in sub-clause (b). | | -

261 Law Com,/58.
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CHAPTER XIII

INCOME-TAX AUTHORHIES

Notes to clause 127.

Ne comments are needed.

- Notes to clause 128.

General—Existing section 5 is very lengthy and does
not deal systematically with the various matters relating
to Income-tax authorities. The section has, in the draft,
been split up into a number of clauses and the clauses
have been so arranged that each topic is dealt with sepa-

“rately in the following order :—

(i) appointment,

(ii) control,

(iii) jurisdiction,

{iv) powers and duties of Ithe' Income-tax authorities.

Clause 128.—The scheme adopted is to deal in separate
sub-clauses with appointments by the Central Government,
appointments by the Commissioner and appointments of
ministerial staff by Income-tax authorities.

Under existing section 5{3), latter part, the appoint-
ment to class II Income-tax Officers and Inspectors’ of In-
come-tax is made by the Commissioner, but the number
is to be sanctioned by the Central Government. This is the
statutory provision; but in administrative practice the
sanction of all these posts can be made by the Commis-
sioner. The language has, therefore, been altered to com-
form to administrative practice, vide sub-clause (2).-

Notes to clause 129.

Provisions relating to control of Income-tax authorities
have been brought together in this clause.

Sub-clause (i}—needs no comments,

Sub-clauses (2) and (3)—The expression existing in sec-
tion 5(7), “For the purposes of this Act” appears unneces-
sary and has been omitted.

Sub-clause (4)—It has been made clear that an Inspec-
tor of Income-tax is subordi.T;e not only to the authority
under whom he is appointed-to work but also to any, supe-
rior authority. (" )

) |



The Explanation is new and is intended to conform to
the administrative set-up of the Directorate, under which
the Deputy Director is an Assistant Commissioner and the
Assistant %irector is an LT.Q.

Notesg to elause 130.

Provisions concerning instructions to subordinate au-
thorities have been brought together in this clause. Since
such instructions sometimes affect the public as a whole, it
has been provided that instructions of a general nature
should be published.

Sub-clause {2) embodies the existing provisions in sec-
tion 5, sub-section (7B) earlier part, but if is for considera-
tion whether this provision introduced in 1953 should be re-
tained. '

«

Notes to elause 131.

General—A1l provisions regarding the jurisdiction of
Income-tax authorities have been brought together in this
section. The enly changes that need comments are the fol-
lowing ' —

Sub-clause (3)—Paragraph (b) is new and is intended
to give recognition to the existing practice. The practice is,
in a sense, 1mpliedly authorised by existing section 5(6).

Such transfers from one Appellate Assistant Commis-
signer to another are usually made wholesale in accordance
with the volume of work before each Appellate Assistant
Commissioner, and therefore, it is not practicable to give
notice to the individual assessees whose cases are to be
transferred. Hence, this sub-clause does not prescribe the
requirement of notice, unlike section 5(7A} as embodied in
the draft.

Sub-clause (5)—Existing section 5(5), latter part, au-
thorises the Comuimissioner to direct that the powers of
the Income-tax Officer shall be exercised by the Inspecting
Assistant Commissioner in respect of any specified case
or class of cases. To this, an addition has been made, in
the draft, authorising such orders in respect of any speci-
fied person or classes of persons also,

Sub-clause (7)—Existing section 5(6), last line, pro-
vides that when the Central Board of Revenue empowers
any particular Income-tax authority to perform functions
thereunder, the functions shall cease to be performed by
the other authorities “appointed under sub-sections (2), and

(3)”.

Now, so far as the reference to sub-section (2) is con-
cerned, it is t0 be construed as a reference, not to the
opening line of section 5(2), but to the second sentence
beginning with.

“and they shall perform their functions.................. ”

The mere appointment of | person to a post is not rele-
vant; what is important is, ;xe allotiment of functions.
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This portion of section 5(2) has, in the draft, been em-

bodied in sub-clause (2), and therefore draft sub-clause (7)
makes a reference to draft sub-clause (2).

So far as the reference to section 5(3) is concerned, it
appears to be inappropriate, because that sub-section does
not deal with allotment of functions but only with the ap-
poinimeni. Hence that reference has been omitted.

Existing section 5(4), latter part, and section 5(5), ear-
lier part, also deal with allotment of functions and, there-
fore, the corresponding sub-clauses (3) and (4) have also
been referred to in the draft sub-clause under discussion.

The second part of the draft sub-clause is new and
makes a provision which is obviously desirable. Esxtisting
section 3, sub-section (7A) mein para, latter part, may be
compared,

Sub-clause (8)—This is intended to make it clear that
where the Inspecting Assistant Commissioner performas the
functions of the Income-tax Officer, provisions requiring
his sanction etc. cease to have any effect. The position re-
garding appeals has also been stated in clear terms. The
existing provision in section 5(5), laiter half, concluding
portion, enacis that references to the Income-tax Officer and
the Appellate Assistant Commissioner shall be deemed to
be references to the Inspecting Assistant Commissioner and
the Commissioner respectively. That has been preserved
in draft sub-clause {3); but draft sub-clause (8) attempts
merely an application of that principle for certain impor-
tant matters.

Notes to clause 132.

Sub-clause (1)--The words “also subordinate to: him”
have been added for the sake of precision. It has also been
made clear that the transferring authority must record its
reasons in writing. ' '

Sub-clauses (2) and (3}—Sub-clause (2) is new and -gives
effect to the following observations of the Supreme Court
in a centre case' :—

......... We may, however, before we leave this topic,
observe that it would be prudent if the prinpiples
of natural justice are followed, where circunjstan-
ces permit, before any order of transfer under sec-
tion 5(7A) of the Act is made by the Commissioner
of Income-tax or the Central Board of Reyenue
as the case may be, and notice is given to the iparty
affected and he is afforded a reasonable opporfunity
of representing his views on the question ami the
reasons of the order are reduced, however briefly,
in writing ......... ",

\ Panna Lal Binj Raj V. z?m of Indih {2057)31 TR 365, 589, 590.;A.LR.
1957, 8 G 397, 410, para 96 £ .

[
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The Supreme Court pointed out that section 64(3) re-
quires an opportunity to be given to the assessee of repre-
senting his views when any question as to the place of as-
sessment is to be determined.

Under draft sub-clause (3}, the transferring authority is
given the power, in special céses, to dispense with an op-
portunity to the assessee before the order is passed. But i
has been provided that the assessee shgll in such cases have
a right to move for a retransfer within one month,

Explanation.—This embodies the existing Explanation,
which was inserted to get the situation created by
a decision of the Supreme Court' whereby a whole-sale
transfer of cases, without reference to the year of assess-
ment, was held to be illegal. After the Explanation was
inserted, the question of its validity came up before the
Supreme Court in a later case’. The Supreme Court up-
held the validity of the Explanation and explained its scope
by pointing out that when a case of any particular assessee
pending before one Income-tax Officer is transferred to.
another Income-tax Officer under section 5(7A), then—

(a} all proceedings pending agfiinst him in respect of
the same year as also previous years are meant to
be transferred simultaneously; and

(b) all proceedings which may be commenced after
the date of transfer in respe¢t of any year what-
ever are also included therein,

The result is that the transferce Income-tax  Officer
wonld be in a position to continue pending proceedings
and also ig institute fresh proceedings.

This aspect of the Explanation, namely, that it
amounts to a transfer of proceedings for past assessment
vears also and that its inclusive part applies to proceedings
for any assessment year whethet past or future, has In
the draft been brought out by suitable amendments
(thou)gh the existing provision is dlear enough on this
point).

Incidentally, it will be noticed that the definition of
“case” contained in the Explanation under discussion is
confined to section 5(7A). Where the whole-sale transfer
of cases, past and future, of an assessee is {0 be done un-
der section 5, sub-section (2}, latter part, or section 3, sub-
section (5) latter part, that tan be done, not by calling
it a transfer of cases but by treating’it as a transfer of
jurisdiction in respect of “perons”. It may be noted here
that Section 5, sub-section (3), latted t, -has, in the
draft, been amended so as {0 add a reference to specified
person,

* Bidi Supply Co. V. Union of India (1956), S.C.R. 267-AIR. 1956, 8. C.
479, 484 (:95%’}’{@ LT.R. 717, .

* Poina Lal Binj Raj V. Union of India (:95-;},_3; I.T.R. 565-A.L.R.
1957, 3.0, 197, 431. ' < .
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Notes to clause 133.
Ne commenis are needed.
Notes to clause 134.

This clause is new. Some doubt has been felt as to
the Income-tax authority which is entitled to prosecute
or defend an appeal in the High Court etc. whenever the
assessee’s case is transferred from one authority to an-
other. For example, when one Commissioner files an appeal,
and the case of the assessee is transferred to the jurisdic-
tion of another Commissioner, the question arises whe-
ther the transferee Commissioner can continue the ap-
peal. Provision has, therefore been made to make it clear
that the authority for the time being seized of the case
would be the person competent to initiate or continue
such proceedings.

For the sake of simplicity the cases of Commissioner
and of the Income-tax Officer have been dealt with in
separate sub-clauses.

The principle underlying the provision is not new.
Nor is it confined to the particular provisions referred to
in the draft clauses; it should be applicable for all provi-
sions of the Act, But, since difficulties have been felt only
in regard to certain provisions, the draft clause is confin-
ed to these provisions, The provisions of existing section
8, sub-section (7C) cover cases where a proceeding is
pecrilding before an Income-tax authority who is transfer-
red.

Notes to clause 133

General—This clause corresponds to section 64 of the
existing Act. The question whether the section confers a
right on the assessees has come up before the courts more
than once and has now been settled once for all by the Su-
preme Court'. The discussion in the case just cited makes.
it clear that it is too late in the day to say that there is no
right to be assessed by the Income-tax Officer of a parti-
cular area. The earlier decision of the Supreme Court’,
holding that the benefit conferred on the assessee by sub-
sections (1) and (2) of the section 64 is to be regarded as
a right, has been reinforced by the later decision' refer-
red to above.

The marginal note of the section “place of ausess-
ment” is, however, slightly misleading, because the section
does not deal with the place where the assessment is actu-
ally made but with the Income-tax Officer having juris-
diction. The marginal note, has, therefore. been altered
accordingly.

\ Pannalal Binj Raj V. Unionof India A.LR. 1937, S. C. 397, 496,
Paras. z0-22;{1957) 31 L.T.R. 565. .

% Bidi Supply C . V. Unionuf India (1956) S. C. R. 267, 276; A. 1. R.. 1956,
S. C. 479, 488; (1936} 29 L. T.R. 717. A 936
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Sub-clquse (1)}—does not need any comments,

Sub-clause (2)—does not need any comments.

Sub-clause (3)—In the proviso, the words “represent-
ing his views” have been replaced by “heing heard in res-
pect of the question” which are more appropriate; it has
been also made clear that the opportunity to be afforded ‘o

the assessee should be “reasonable”.

The second and third pfovisos to existing  section
6{1(3) have, for simplicity, been dealt with in separate sub-
clauses.

Sub-clause (4)—Slight verbal changes have been made
to secure simplicity and clarity. :

Sub-clause (5)—does not need any comments.

Sub-clause (6)—embeodies existing section 64(4), which
is obviously intended to make it clear that even where
the assessee resides or carries on business within the juris-
diction of another Income-tax Officer, an Income-tax Offi-
cer may exercise powers in respect of income of such as-
sessee accruing or arising within his jurisdiction.

Sub-clouse (7)—The only change made is the omis-
sion of wordg that were intended to emphasise the retros-
pective operation of the provision,

Notes to clause 136.

Existing section 37 has. in the draft, been split up
into two. Portions relatinﬁ to powers of a court that
can be exercised by the authorities mentioned in the sec-
tion have been dealt with in this clause, while powers of
search and seizure have been dealt with in the next
clause.

Sub-clause (1)—does not need any comments.

Sub-clause (2)—is new and has been added to indicate
the procedure to be followed in exercising the powers.

Sub-clause (3)—needs no comments.

Sub-clause (4)—is new. The existing section does .
not contain a provision entitling a person producing a
document to apply for return of the same. To make the
matter clear, this sub-clause has been added. Compare
Order 13, Rule 9 of the Cade of Civil Procedure.

It may be noted that section 37(3), proviso (b) does
not in so many words deal with the return of docurnents.
Moreover, it is confined to Income-tax Officers. The sub-
clause under discussion will cover gl cases, including do-
cuments retained by an Indbme-taxiOfficer. . .
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Nates to clause 137.

Item (i1)—The words “have them removed to  his
office” have been added to deal with cases where the books
are voluminous and the Income-tax Officer cannot exa-
mine them in the premises,

Item (iii)).—The words “cause to be made” have
been added to make it clear that the Income-tax Officer
can entrust to an Inspector or ministerial staff the work
of taking copies or extracts from the books and docurnents
in question.

Item (iv)—The existing provision relates to a note
or an inventory of any ‘other’ articles or things found in
the course of search: this would exclude books and docu-
ments which are referred to in the earlier item. Since,
however, occasion may arise for making a note of a book
or document (without actually seizing it), the word
“other"” has been omitted in the draft,

Notes to clause 138.

Sub-clauses (I} and (2)—Existing section 38 (1) has
been divided into two sub-clauses, to make the provisions
clear.

What the ‘‘return” relates to is only names and ad-
dresses; Cf. existing S. 38(1) & (2). That has been made
clear in the draft. In the case of partners, however, infor-
mation regarding their shares may be usefil. and that
has been added in the draft.

The expression “Assistant Commissioner” has been
substituted by “Appellate Assistant Commissioner or Ins-
pecting Assistant Commissioner”, since these are the ex-
pressions used in the Act,

In sub-clause (2), instead of “aduilt male member”, the .
word “members” hag been substituted for brevity.

Notes to clause 139.

- It has been made clear that the person authorised for
the purpose of this section should be subordinate to the
officer giving the authority. Private persons should not
be authorised under this section.

Notes to clause 140.

The laiter part of section §, sub-section {7B) has been
reproduced here. Presumably, the “enqguiries” referred io
here are the enquiries under se¢tions 37, 38, 39 etc.

Notes to clause 141,

Sub-clause (1)—The existing section provides that the
court shall not be entitled to require “any public servant”
to produce the return, accounts, etc. to be treated as con-
fidential under this section. There is a conflict of i
sions as to whether thlese words are to be read litergliy
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as prohibiting. any public servant whatsoever from mak-
ing a disclosure, or whether the prolibition is confined
10 the public servants before whom the documents etc.
are produced under the Act. The Bombay High Court’
has taken the view that the section is confined to public
servants of the Income-tax Department, while the Punjab
High Court’ has taken the comtrary view. Though the
wide language of this section might justify the Punjab
view, expediency demands that the narrow view taken
by the Bombay High Court should be adopted. It does not
appear to be desirable to prohibit other public servanis
from making such disclosures, and drafi sub-clause (5)
of the clause under discussion therefore gives a restricted
definition of the expression “public servant”.

Sub-clause (2} —Existing section 54(2) imposes a pen-
alty on a public servant making a disclosure of the parti-
culars treated as confidential. What the sub-section achie-

ves is—
(i) making such disclosure an offence, and

(i) imposing penalty for the offence.

The earlier part of the sub-section really creates the
offence, and has been reproduced in this sub-clause. The
‘penalty portion has been transferred to the Chapter on
“Offences and prosecutions”. -

Section 34(5) has also been transferred to the Chapter
on *Offences and prosecutions”,

Sub-clause (3)—The various paragraphs of this sub-
clause embody existing provisions and do not need any
comments, except the following :—

Paragraph {a)—The existing provisian contains the
words “prosecution under the Indian Pemal Code”. A “pro-
secution” is, really speaking, for an offence under a law
3:13 therefore the words “for any offenice” have ‘been ad-
ded.

Paragraph (b)—Reference to the Taexation on Income
{Investigation Commission) Act, 1947 has béen omitted as
-obsolete.

Paragraph (e).—This is new. Where an Income-tax au-
thority makes a best judgment pssesmemt under section 23
(4), he usually relies on the figures of prpflis made by other
persons in a similar business, ds given'in the income-tax
returns of those other persons. In fairness, the information
contained in the returns of such other persons should
be disclosed to the assessee before making a best judg-
ment assessment’. This paragraph in question has, there-
fore, been added to authorise such disclosure. Suitable

Y Emperor V. Osman Chetani {1942) 10 'LT.R. 429; 1.L.R. 1942 Bombay 767;
A. I. R. 1942 Bom. 28g. )
44 T 0. Jullunduy V. The State (1950) 18 1. T. R. 383; A.LR. 1950 East
3 Cf. Dhakeshuwari Cotton Mills V. C. L T\ (1934} a&;[.- T.R.7758.C.
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words have been used in order to ensure that the assessee
to whom any information is disclosed under this paragraph
is not thereby enabled to trace the other assessees whose
figures are disclosed in such information.

Paragraph (f)—The privilege conferred by section 54
iz sometimes abused by the assessee by claiming it against
courts in which proceedings are pending for or against
him. For example, when the assessee’s accounts contain
an entry adverse to his case’in a civil suit, the assessee of-
ten refuses to produce the accounts before the court
and takes shelter under this section, saying thai the ac-
counts are lying with the Income-tax Department. This
cannot be supported by any notions of justice or fairness.
Paragraph (f) has, therefore, been added io empower the
couri to enforce production of the accounts in such cases.

Registered documents of which copies can be obtain-
ed under the Registration Act, or certgin documents pre-
pared under the Companies Act (like balance sheet, au-
dit report, etc.) have also been mentioned in this para. Such
documents need not be treated as confidential, since they
are virtually public documents,

Paragraph (j}—The word “lawyer” has been replac-
ed by the words “legal practitioner” which are more ap-
propriate.

Paragraph (k).—Existing section 54(3) (h) is obvious-
ly meant for cases where an officer of the Income-tex De-
partment, detecting an unstamped document, desires fo
communicate that fact to the stamp authorities. His pe-
wer to “impound” the document “occasions” the further
transmission of the document to the Collector under the
Stamp Act. The “public servant” referred to in the provi-
sion 15, therefore, the Income-tax authority impounding
and transmitting document, not the stamp authority receiv-
ing it. {(The stamp authority receiving the document, does
not “disclose” any document.) It is the Income-tax au-
thority which makes this disclosure subsequent to the
impounding of the document. Slight verbal changas have
been made to bring out this intention.

Paragraph (1)—Existing section 54(3} (i} refers to offi-
cers of the United Kingdom or any part of His Majesty’s
Dominion. But as section 49A authorises an agreempnt for
a double taxation belief with any country ouiside India,
the language of this provision has been brought info con-
formity with that position,

Paragraph (n).—This is new and is intended to autho-
rise the disclosure of information required in connection
with levy or realization of other central taxes, for exam-
ple, estate duty, wealth tax, expenditure tax etc. Assis-
tance has been taken, in drafting the provision, from exist-
ing section 54(3) (j»
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To a certain extent, this added provision might over-
lap existing section 54(3) (k), dealing with customs and
excise duties. But the language of the latier provision is
slightly different in two respects :

(i} existing sub-clause (k) refers {0 “any authority
exercising powers” and not to any Government Officers.

(ii) existing sub-clause (k) authorises the disclosure
for enabling the exercise of any powers under the Act (for
example, confiscation of goods) and is not confined to levy
or realization of tax.

For these reasons, clause (k) has been retained in the
draft and reproduced in paragraph (o).

Paragraph (0).—See notes above under paragraph (n).
Sub-clause {4).—does not need any comments.

Existing section 54(5) has, as already stated, been
transferred to the Chapter on “Prosecutions”.

Sub-clouse (5).—See notes under sub—élause (1)
above,

Notes to clause 142.

This is new and is intended to make it clear that
the privilege conferred by section 54 can be waived by the-
assessee,

CHAPTER XIV
PROCEDURE FOR ASSESSMENT
Notes to cleuse 143,

General.—The provisions relating to procedure for
assessment have been arranged in this Chapter in proper
sequence. The proceedings for assessment begin with the
notice under section 22 calling for a return, which may be
foliowed by the provisional assessment, enquiry by the
Income-tax Officer and the regular assassment. Reopening
of the assessment at the instance of the assessee, or reas-
sessment at the instance of the Income-tax Officer under
existing section 34, are subsequent proceedings.

The sections relating to assessment have been placed
in this order in the Chaptler. Amendment by way of recti-
fication of mistakes is dealt with next, followed by the notice:
of demand under existing section 29,

The procedure for assessment proper having been

dealt with in the earlier half of the ter, the latter hailf
of the Chapter goes on to embody provisions regarding in-
cidental matters, or matters which are inor importance

(e.g., miscellaneous information; and cey tes).
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Sub-clause (1):-~The following changes have been
made to improve the language of the section jn precision
.and clarity :—

An important departure has been made from the exist-
ing Act by providing for an automatic submission of re-
turn of income by all persons who are assessable under the
Act. Existing section 22 (1) requires the Income-iax Officer
o issue a general notice calling for the submission of such
returns. This provision entails a lot of expense and labour
to the department, since a notice has to be issued in identi-
cal terms by each Income-tax Officer. Further, the provi-
-sion has no parallel in the taxation statutes of other coun-
tries which provide for the primary obligation of the tax-
paver to send a return of income by the prescribed date.
Lastly, recent taxation statutes in India, for example, the
Estate Duiy Act, the Wealth Tax Act and the Expenditure
‘Tax Act, contemplate the submission of a return for the pur-
poses of those Acts without notice by the Tncome-tax
Officer, It seems, therefore, desirable io make the pro-
vision more rational on the lines of the other taxation’
statutes just now referred to.

Apart from this important change, the following
.changes have also been made for precision and clarity—

(i) it has been made clear that the return of income
is to be submitted in the financial year;

(i1) at present it is doubtful whether a person is liable
to make a voluntary return of the income of any
other person in respect of which he is assessable.
There are several provisions in the Act, such as
sections 40, 41, 42 etc., which make one person
assessable in respect of the income of another.
This lacuna has been removed by the addition uf
suitable words ;

qiii) the notice under existing section 22 (1) uysuaily
provides that the return should be furnished be-
fore the expiry of 65 days from the date of publi-
cation of the notice. This leaves the date indefinite
until the date of publication of the notice: is as-
certained. It has been provided, therefore, in the
draft, that the return should be furnished on or
before the 30th day of June;

fiv} a proviso has been added to the effect that a person
who has already submitted a return in response
to an individual notice under sub-section (2) need
not furnish a return under sub-section (1} ;

(v} the existing requirement that the return should
be a return of “total income” and “total .world
income” etc., has been replaced by the pimple
requirement that it ghould be a return of jncome
in the preseribed forgn! : S
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Incidentally, it is suggested that it would be appro--
priate to prescribe a separate form of rettrn in the case of
persons who have incurred losses in busimess which they
would be entitled to carry forward.

Paragraph (b} of the sub-clause rhakes it clear that
where a return is sent to the wrong Income-tax Officer,
he should forward it to the Income-tax Officer having
jurisdiction. ) :

Sub-clause (2)—The existing section 22 (2) says that.
the notice will require the assessee to furnish the return
“within such period, not being’less than 30 days, as may
be specified in the notice”. The words “not being less than”
create a controversy as to whether a direction to furnish
the return “within 30 days” would meet the requirement
laid down in the section. To prevent all confusion, the
draft sub-clause provides that the retumn is to be furnished.
within 30 days from the date of service of the notice,

A proviso 'has been added to the effect that the notice
should be issued before the end of the relevant assessment
year, This interpretation of the section is well-accepted ..
even now,

Other drafting changes are on the same lines as those-
made in sub-section (1),

Sub-clause (3).——The date on or before which the re--
turn of loss should be filed has been *specifically mentioned
in the draft sub-clause, on the lines of the draft for sub-.
section (1). '

The return is meant for losses sustained in the previ--
ous year, and hence the word “previous” has been inserted
before the word ‘“year” in the beginning of this sub-clause.

The requirement that if the return is not filed, the
loss cannot be carried forward, contained in the middle of’
the existing section 22 (2A), has alreagy been incorporat--
ied in the Chapter on aggregation of income and set-off of’
osses.

Sub-clause (4).—This dose not require any cominents.

Some difficulty has been caused by existing 22 (3) in
cases where the assessee files g return on the last day of
the period within which the assessment could be complet-
ed. It has been held' that if the department takes no.
action at all for the issue of a notice under section 22, and
allows time to pass and permits the assessee to make a
voluntary return under section 22 (3), the income of the
assessee must be assessed as lald down. in section 23 and it
is not cpen to the department to procetd under section 34..
This would lead to the complicktion that even if the return
of income under section 22(3) is filed on the last day on
which the assescmen! could be completed, the department
must complete the assessment without further investiga-
tion. To remove this difficulty,!an amcfltlment is proposed”

1 Ranchhod Das V. C. 1. T. (1954) 26 il'!".R. :og'iﬂ@u.).
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in the draft clause corresponding to existing section 34 (3},
main para, whereby the department will be allowed at
least one year from the date on which a return under
'section 22(3) is filed by the assessee. This will meet the
difficulty brought to light by the case cited above'.

_ Existing section 22(4) has been removed and placed
later as a separate section ; its present place in the middle
of the provision relating to return interrupts the descrip-
tion of the substantive provisions dealing with the various
classes of returns. '

Sub-clause (5).—Does not need any comments.

Notes to clause 144.

This is new. The existing Act is silent as regards the
person who should sign a return of income®The draft clause
is intended to state the position comprehensively in res-
pect of the various kinds of assessees.

Notes to clause 145.
Sub-clause (1).—Does not need any comments,

Sub-clause (2).—The provision that due effect should
be given to certain allowances and losses has been remov-
ed in separate sub-section, for the sake of clarity.

Sub-clause (3).—Does not need any comments.

Sub-clause (4).—Existing section 23B, sub-section (3},
provides for the assessment of a firm as an unregistered
firm unless the firm fulfils the conditions notified by the
Central Government. In order to make the provision self-
contained, the conditions imposed by the notification have
been incorporated in the section. The words “as if it were
an unregistered firm” in the existing provision are not
happy, since they would not apparently cover a case ‘where
the firm is in fact unregistered. The simple phrase “as an
u{aregistered firm” has, therefore, been substituted in their
place. :

Sub-sections (5} and (6}—of existing section 238 have
been transferred to the Chapter on Collection of tax.

Sub-clauses (5), (6) and (7).—These do not need any
-comments.

Notes to clause 146.

Existing section 22 (4), dealing with the enquiry which
the Income-tax Officer may make before assessment, has
‘been embodied in this clause.

Sub-clause (1).—The words “for the purpose of making
an assessment under this Act"” have been inserted in the
‘beginning, to define the scope and object of the enquiry.

' Ramchhod Das V. C. L T. {1954} 6 1. T. R. 105 (Bom.).
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It has been made clear that after obtaining the pre-
vious approval of the Commissioner, the Income-tax Offi-
<er may call upon the assessee to furnish a statement of
assets and liabilities, The reguirement of approval will
prevent undue hardship to assessees.

Sub-clause (2)—This is new, and enunciates a well
established proposition. It is intended. to make it clear that
an Income-tax Officer may make such enquiries as he con-
siders necessary. It will be particularly useful in cases

where a “best judgment assessment” is proposed to he
made,

Sub-clause (3)—This is new. It has been held by the
Supreme Court' that before any material is used against
any assessee, he should have an opportunity to rebut the
same, This principle has been codified in fhis draft sub-
clause. An exception has been made for cases where an
assessment is te be made under existing section, 23 (4),
since it is an ex-parte assessment.

. Notes to clauses 147, 148 and 149.

General—Existing section 23 deals with the three
possible situations that may arise when an assessee is called
upon to make a return of income—(1} the return is made
by the assessee, and accepted by the Income-tax Officer;
(2) the return is made by the assessee, but is not accepted
by the Income-tax Officer, who wants to make further
enquiry ; (3} no return is made.

Slight verbal additions have been made in the opening
portion of sub-sections (1) and (2) fo bring cut the fact that
these three situations are being dealt with separately by the
section.

Clause 147, Sub-clause (I)}~Apart from verbal additions
already referred to, the only change made is the addition
of a reference to “loss” of the assessee so that the assess-
ment would determine the amount of loss which can be
carried forward under existing section 24 (2) read with
existing section 22 (2A). It has also been made clear that
if any sum is to be refunded, that should also be mentioned
in the assessment order.

Sub-clause (2)—The only change made is the verbal
addition already referred to, : :

Sub-clause (3)—An assessment under existing section
23 (3} is made after a consideration of the miaterial which
the Income-tax Officer has gathered. The draft sub-clause,
therefore, makes it clear that in addition to the evidence
produced in the case, the Income-tax Officer is also to take
into account such materials, The definition, given as a
separate clause, gives some indication of the material

which the Income-tax Officer is competent to take into
account.

} Dhakanvari Cotton Mills Vs, C.LT. {r984) 26 L. T.R. 775 (S.C.). ;
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Apart from this change of importance, the other
changes are minor and are on the same lines as those made
in sub-section (1).

Clause 148 : Sub-clause {I)—It has been made clear
that the “best judgment assessment” is to be made after
a consideration of the relevant material which the Income-
tax Officer has gathered, The definition, given as a separate
clause, will apply for this sub-clause also. :

The other verbal changes follow the lines on which
verbal changes have been made in sub-section (1) of exist-
ing section 23.

Sub-clause (2)—This is new, and is consequential c¢n
the addition of a reference in sub-sections (3) and (4) of
existing section 23 to the relevant material gathered by
the Income-tax Officer,

Clause 149.—See notes to the main clauses relating to
assessment’, .

Sub-section (5) of existing section 23 has been dealt
with in the Chapter relating to firms, in view of itg sub-
ject matter.

Sub-section (6) of existing section 23 deals with a step
consequential on assessment, and has been placed later in
this Chapter.

Notes to clause 150. .

Existing section 13 has been embodied here, with the
changes explainegd below :—

Sub-clause (I)—Section 13, Proviso, provides for the
power fo compute the income upon such basis and in such
manner as the Income-tax Officer may determine. In a case,
however, where the accounts are not correct and conjplete,
the assessment is practically a best judgment assesgment.
The power {o assess under the proviso to Section 13 can
be exercised only where the accounts are correct and com-
plete. '

This has been made clear in the draft, by dealing in
separate sub-clauses with (i) the case where the acgounts
are correct and complete and (ii) the case where thay are
not correct or complete.

Sub-clause (2)—See notes to sub-clause (1) above.

Notes to elause 151.

Existing section 27, which empowers the reopening
of an assessment at the instance of the assessee, is cpnfin.
ed to cases where the assessment was made under existing
section 23(4). This limitation, though not expressly con-
tained in the section, follows obviously from the words “he
was prevented by sufficient cajuse from making the refurn”.

1 Clauses 147 and 148, v
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The only kind of assessment in such cases would be one -
under section 23(4), which begins with the words “If any
person fails to make the return......... ?. This has been made
clear in the draft, -

The existing words “within one month from the service
of a notice............ satisfies the Income-tax Officer” are mis-
leading; if construed literally, they would require that
the satisfaction of the Income-tax Officer himself must be
completed within one month. This is not, however, the
intention. It should suffice if the assessee applies within
one month for cancellation of the assessment. The section
has been, therefore, slightly redrafted to make the inten-
tion clear. .

It has been held by the Nagpur High Court in a
recent case' that where an assessee is called upon by the
Income-tax Officer to produce accounts and fails to do so
because he does not in fact maintain any accounts, and the
assessee is consequently assessed under section 23 (4), he
is not bound to make an application under section 27 for
reopening the assessment. He can raise the point again in
an appeal before the Appellate Assistant Commissioner
who is bound to entertain the point. No alteration in the
law is required.

Notes to clauses 152—159,

General,—Existing section 34, relating to the power to
assess an income which has espaped assessment, has been
sought to be simplified in the draft clauses under discus-
sion on the following lines:— }

(1) The substantive provision dealing with the power
itself, ¢ontained in section 34 (1) clauses (a) and (b), has
been placed in the beginning; the requirement of notice
is placed next ; and the detailed provisions contained in the
various provisos, dealing with the time-limit for the exer.
cise of the power, have been put in geparate clause,

(2) Section 34(3), relating to the period within which
assessment should be completed, has been placed as a
separate draft clause, since it is not confined in its appli-
cation to an assessment under section 34 itself, but applies
K:o all orders of assessment or reassesstnent under the

ct. -

(3) Provisions that have become obsolete, such ag sub-
sections” (14}, (1B), (1C) and (1D), have been omitted.
Since the new Act will apply only to assessments made
for assessment years subsequent to the commencement of
the Act, it is not necessary to repeat tHese sub-sections in

t hand Konhaiye Lal Rathi, »T' V.CLY. Judgment dated
ao-g-s:gg,;‘in Mis, Gi{rfl ense No. 11 5Jof 1955 (oot %’Wa‘!ﬂ) et
27—1 Law Com./58 RS i
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the new Act. Any action that might have to be taken with
reference to prior years can be taken even after the com-
menecement of the new Act.

Clause 152.—It has been made clear that the power
to make a reassessment is subject to the other provisions
of the various clauses. This has become necessary in view
of the fact that the time-limit, at present dealt with in the
provisos, has in the draft been dealt with in separate
clauses.

Clause 153 —The short expression “income has escap-
ed assessment” has been used in the preceding clause and
defined here,

Clause 154—This does not need any comments, since
the only change made is the addition of the words “before
making the assessment............ the Income-tax Officer shali”
serve a notice. This is purely consequential on the scheme
adopted in the draft to separaie the various provisigns at
present contained in sub-section (1). :

Clause 155,

General.—The time-limit for the issue of a notice iunder
existing section 34 (1) is dealt with in this clause. An
attempt has been made ito make the provision eagler to
understand, by stating the various fime-limits applicable
to the various situations separately. Thus, cases where no
iime-limit is prescribed, are dealt with firstt The case
where the time-limit is eight years is dealt with next; and
the residuary time-limit of four years, applicable when
the case falls under existing section 34 (1) (b), is dealt with
at the end. ’ :

Sub-clause (1) Pare (a).~Existing section 34(1), 1st
proviso, item (ii}—provides, in effect, that where the in-
come that has escaped assespment exceeds the amopnt of
one lakh of rupees or more, the assessment can hef made
under this section at any time. For the purpose of cdmput-
ing this sum of one lakh of rupees, income that has escap-
ed assessment either for the relevant  pssess-
ment year for which the notice is fo be
issued, or for that year and any other years after :which
eight years have elapsed, can be taken into accourg, The
resull is, that the longer the period that is allowed to
elapse, the more, probable bacomes the assessability jof the
assessee under this provision, Thus, where an incdme of
Rs. 25,000 has escapad assessment for the year 194344, the
income cannet be assessed under this section im, s3y, the
year 1953. But if the income for the intermediate; years,
say 1944-45, is also allowed to escape assessmeft, the
accumulated fotal of such eseaped incomes would give a
right to proceed under this section, in, say, the vear 1955
(if the accumulated total is one lakh of rupees or more).
Since the main obiect of the provision for time-limit jis
to ensure that actign 1s as early as posgible, such
a situation cannot b?“regar as satisfactory. In th¢ draft,
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-therefore, an attempt has been made. to substitute a simple

rule, under which, only the income for the 16 assessment
years prior to the year in which the notice is issued, can
be taken into account. The minimum amount of one lakh
of rupees has been preserved in cages where an aggrega-
tion is to be made, but it has also been provided that where
the income escaping assessment for the relevant assessment
year itself is Rs. 50,000 or more, the power to proceed
under this section should be available at any time.

The substitution of this rule has, incidentally, facili-
tated some simplification of the form of this section also.

The reference to the assessment year ending before
the 31st day of March, 1941, has been omitted, since the
16 assessment years preceding the year in which notice
may issue, which are referred to in the provision as draft-
ed, will all be assessment years later than 1939-40, as the
new Act will apply only for assessment years subsequent
to its commencement.

It is, however, made clear, that for the purpose of
computing the accumulated total that has escaped assess-
ment, assessment years under the 1922 Act (i.e. the existing
Act) can also be taken into account. -

. Sub-clause (2)—The restriction contained in existing
section 34 (1), 2nd Proviso, regarding the issue of notice
against the agent of a non-resident, would seem to apply to
a notice under clause (a) as well as ¢lause (b) of section
34 (1). For this reason, draft sub-clauge (1) begins with the
words “subject to the provisions of sub-section (2)” and
draft sub-clause (2) is frametl so as to make it clear that
it applies to all notices under section 34 (1),

Clause 156.

Existing section 34 (3}, 2nd Proviso, operates not only
in relation to the period of completion of assessment, but
also in relation to a time-limit for an issue of notice under
section 34 (1). This is clear from the words “nothing con-
tained in this section limiting the time within which any
action may be taken. ... ” appearing in the beginning
of the Proviso. The Proviso thus actg as an Exception not
only to section 34 (3), main para, but also to the time-
limit under section 34 (1). The latter aspect has been dealt
with here. :

Clause 157.

General—The verbal chahges are consequential on the
breaking up of the section into various sub-clauses.

Sub-clguse (2).—Existing section 34(1), Ist. Proviso,
clause (iii}, says that a notice under ¢lause (a) shall not be
issued for any year............ unless............ the Commissioner
is satisfled that it is a fit case for the jssue of such a notice.

Apparentlgl, this would agp even there the notice is
issued within four years. Buf since

botice under clause

]
1
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{b) can be issued within four years, without any such sanc-
tion, no harm would be caused if, in cases under. clause
{a) also, this restriction is made to operate only where
the notice is issued after four years. The provision in
question has been altered accordingly.

Other changes are verbal and consequential as above.
Clause 158.

Sub-clause (J).—Does not need any comments. The
verbal changes are consequential as above.

Sub-clause (2).—No change has been made in existing
section 34 (2).

As to the omission of sub-sections (14), (1B), (1C) and
(1D) of existing section 34, see notes above under this
group of clauses under the head “General”.

Clause 159 : This is new. The time-limit for comple-
tion of assesssment is at present contained in section 34
itself. Since it is being transferred in the draft to a sepa-
rate section, it seems desirable to have such a clause to
draw attention to the provision relating to time-limit.

Notes to clause 160,

General.—Existing section 34 (3) has, in the draft, been
split up into three sub-clauses, The main provision, IMpos-
ing the time-limit, has been dealt with in sub-clauses (1)
and (2), while the various exceptions have been dealt with
separately in sub-clause (3), for the sake of clarity.

Sub-clause (1).~Paragraph (a} does not need any com-
ments. The substitution of the words “assessment year” for
‘year’ is meant to secure precision.

Paragraph (b) is new and is intended to provide that
the time-limit in the case of a notice under existing sdction
28 (3) read with section 28 (1) (c) is four years cointed
from the issue of the notice. It seems desirable that there-
should be some time-limit in such cases.

Paragraph (c) is new. As already explained in the
notes to the draft clause’ corresponding to existing sec-
tion 22 (3), some difficulty has been felt in cases where
the assessee files a return under section 22 (3} towards the
end of the period within which the assessment shoujd be
completed. The Department has to complete the apsess-
ment without any further investigation, lest the period shall
be exceeded. To meet such cases, this paragraph hasibeen
added, so that the Department may get at least one' year
for completing the assessment. .

Sub-clause (2).—Deals with the limitation in case of
assessment and reassessments under section 34.

Sub-clause (3)—The various exceptions contained in
existing section 34 (3) have been embodied in this sub-
clause, and each exception has, for the sake of clarity,

¥ Clause 143(4)-



415

been dealt with in a separate item. The various items them-
selves do not need any detailed comments, since the ver-
bal changes are purely consequential on the breaking up
of the exceptions, into different items, as already explained.

One change of substance, however, has to be pointed
cut. Existing section 34(3) allows the completion of an
assessment under section 34 (1) (a) at any time. It is desir-
able that some time-limit should be imposed. The draft
proposes a time-limit of 4 years from the end of the assess-
ment year in which the notice is served.

The existing exception for assessments under section
34 (1A} has been omitted in the draft, since no such case
can arise under the new Act, whose operation will be
confined to assessment years subsequent to its commence-
ment,

Explanation 1.—The second proviso to existing section
5, sub-section {7C) has been embodied here.

Very often, assessment proceedings are stayed by an
order of a court, and in sucﬁ cases it becomes difficult to
complete the assessment within the period limited by sec-
tion 34(3). A provision has, therefore, been added in the
draft to exclude the period during which the proceedings
were so stayed, .while computing the period of limitation
under section 34{3).

Explanations 2 and 3.—Proceedings by way of appeal,
revision etc. sometimes result in an order under which the
inclusion of a particular item of income in the total income
of a particular previous year is disallowed. As a result, it
becomes necessary to count that income as a part of the
total income of another previous year. Such recomputation
should be regarded as consequential on the proceedings by
way of appeal etc., and the time-limit under section 34(3}
should not be regarded as applicable in such cases.

Similarly, proceedings by way of appeal etc. some-
times result i an order disallowing a particular item of
mcome as forming part of total ineome of A, and it may
become necessay to include that item in the total income
of B. This process also should not be regarded as subject
10 the period of limitation prescribed by section 34(3), since
it is conseguential on the order passed in the appeal ete.
All that is necessary is a safeguard to the effect that the
other person (B) should have been Reard before the order
was passed’.

The Explanations in question are intended to clarify
the position for such cases. )

Explanation 3.—This is new and is intended to enable
the Income-tax Officer to make an assessment at any {ime
in the income of another person, whereby an order passed

: 1§ €. Pareshar vs. Vasantasen Dworkadas {1956} 29§ T. R. 857 (hom- :
bay H. C) _ .

l
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on appeal ete. such income is held to belong to that person.
A safeguard has been provided to the effect that the pro-
vision will be applicable only where the other person against
whom the assessment is now proposed {o be made, was
given an opportunity of being heard before the basic erder
(that is, the order passed in appeal eic. on the basis of
w'hic}:1 the assessment is now sought to be made) was
passed.

-

Notes to clause 161.
General—Existing sec. 35(1) deals with three things : —
(i} the power to rectify mistakes;

(ii) the period within which such rec!ification can be
made; and - :

(iii) the procedure (i.e., the issue of notice efc.) tb be
followed.

For the sake of clarity, these three things have, in the
draft, been split upintc separate sub-clauses.

The second Proviso, which bars action in respegt of
orders passed more than one year before the comménce-
ment of the Indian Income-tax (Amendment) Act, 1939,
has been omitted, as obsolete. '

Sub-clause (1).—~The various authorities that can amend
their orders have been dealt with separately in paragraphs,
(a), {(b) and(c) along with the nature of the orders that can
be amended by each authority. , i

Since the order under this section is essentially in the
nature of an amendment, the phrase “with a view to recti-
fying any mistake... ........ the............ may amend” has been
used. Incidentally, this has enabled the use of the short
expression “amendment” in stibsequent sub-clauses, thus '
aveiding the lengthy expression “rectification of mistalfes”.

Sub-section (2) of section 35_.- relating tu the rectifica-
tion of mistakes by the Appellate Tribunal, has been onit-
ted since the Tribunal is proposed 0 be abolished.

Sub-clause (2).—The verbal changes are conseque' tial
on the scheme adopted in the draft to break up section (1)
irgo varlio;ls sub-clauses {See notes above under the Jead
4 enera r . H

Sub-clause (3).—Apart from verbal changes which are
consequential, the words “or otherwise increasing the lia-
bility of the assessee” have been added io make the pro-
vision comprehensive.

Sub-clause (4)—This is new and embodies a prad ice

-followed even now, and is alsp necessary as an appesl is
now provided. _ - _
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Sub-clause {5).—does n