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PREFACE. 

The utility of. a parallel code is so well recognised that no 
apology is needed for .bringing out one, at this transition stage, in 
regard to the Indian Income-tax Act. T~e recent Amendment Act 
occupies considerable space even in bulk and in its scope and effect 
may be considered to mark a definite epoch in the history of fiscal 
legislation in this country. It is unique in this that it is the result 
largely of co-operation and compromise between the Government and 
the leading parties of the opposition. 

The purpose of the new Legislation is to bring in more revenue 
by enlarging the scope and area of taxation and by putting effective 
stop to fraudulent evasion and legal avoidance. The Legislation is 
intended to secure an equitable and: more effective administration of 
the Act. 

Our aim is to 1focus attention on the sections themselves and 
we have given in the notes extracts from the Objects and Reasons 
ac<'ompanying th.e Bill and: the Select Committee Report as well as 
extracts from t~ speeches in the Assembly and the Council of State 
whieh elucidate clearly the S<'Ope and intention of the changes. Tb,is 
will, we hope, help towards a clearer understanding of t)le sections 
themselves. 

Mr. M. Subbaraya .A.iyar has kindly written an Introduction. 
We take this opoportunity of expressing our gratitude to h~m. 

The Amendment Act consists of two oparts. Part I takes 
effe<'t from 1-4-1939 and is in<>orporated: in the Act itself. Part IT 
brings into existence the Appellate Tribunal and will take effect at a 
datt> not later than two years from 1-4-1939. Part II is printed 
separately at the end of the Act, as Appendix .A., and also at the foot 
of each section to which it relates. 

The Act is printed in parallel columns the Old Act on the left
lllllf and the Art as amended on thl! right-half, the amendments and 
the additions being printed in italics. Asterisks denote omissions. 
Tht> unamended portions are printed throughout the page. 

We have added by way of Aoppendix, the Finance Act and the 
rates in force for income-tax and super-tax for 1938-39 and the 
Finan<•e Aet and ratt>s for 1939-40 and other useful Acts and Orders. 
Th~ nt'\\' Rult>s routaiuiug tb.e nl'w rt>mrn forms and rules governing 
rl'gi~tratiou of firms t>k, will also be found in the Appendices. 
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These we believe will be very helpful. An index has also been 
added which it is hO[>ed will be of considerable assistance. 

Our thanks are due to the Madras Law Journal Press for their 
quick and neat execution. 

JI.IY LA.PORE, } 
MADRAS. 

29--3-1939. 

T. V. Viswanatha Aiyar. 

S. Kri$hnamurthi. 
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INTRODUCTION. 

The need for the publication of a parallel Code of the Income-tax Act 
containing the old and new sections side by side requires little explanation. 

The changes made in the law by the provisions of the Amending Act 
are varied and some of them very startling. Onerous statutory obligations 
are laid on the assessees even in submitting the returns which have to be sent 
hereafter without being called upon to do so. A perusal of the Statutory 
Form of Return at the end of the book will make it clear how necessary it is. 
for ~very tax-payer to know the essential requirements regarding the details. 
he has to furnish. The changes proposed by the Income-tax Enquiry Com
mittee Report and the clauses in the Bill originally introduced were so com~ 
plex that the public mind was considerably agitated over the ltogislation. For 
the purpose of an accurate understanding of the New Act and the implications 
of its provisions, my friends 1\Iessrs. T. V. Viswanatha Aiyar and S. Krishna
murthi prepared, mainly for their own study, in parallel columns the 
s~ctions in Act XI of 1922 and the clauses in the Amending Bill with modifica
tions therein from stage to stage, and the results of their labour in this direction 
were of considerable use to me. 

In view of the great changes in the state of the law which every tax~ 
pa~·er has to know, I felt it would be a public service if they took the trouble 
of getting out a parallel coae so as to point out the changes in a prominent 
manner and bring out a publication which would be of use not merely to the 
tax-payers but also to lawyers and laymen who have to deal with Income-tax 
Nlses either before the Officers of the Income-tax Department or before the 
High Courts. Select extracts and speeches during the passage of the Bill in 
the Legislature are l!"iven in the shape of foot-notes so as to be of help in 
tracing the scope of the changes. 

In response to a request from the publishers that some immediate 
fl'Uidance may be given as to the changes made which may be available to tax
payers in preparing their first Income-tax returns and to others interested in the 
administration of Income-tax, I have given below an idea of the main provi
sions of the Amending Act. 

The New Act is called 11n Amending Act but there is hardly any section 
of importance in the Act which is left untouched. Some sections which have 
bt'l•n substituted in the plac-e of the existing ones and others which have been 
new~'' introduced have radically altered the existing law and after incorporat
ing the pres~nt amendments, one will find that he has got practically a new 
Art. In the Art IJt>fore the amendment there were 96 sections romprising the 
oril!"inal s~rtions and the additions under various Amendment Aets. As many 
as 65 ant of th~ 96 sections have been amended, 6 sections rompletely substi
tuted. 5 sections omittl'<i and 14 newly added. Complications of interpretation 
ar~ in~Yitahle and the help of professional men would be more ronstantly 
required under the new enartm .. nt than under the old. 

The Act is frankly dl>signed to bring in more revenue to the Exchequer 
by closing all existing def~ts or loopholes in the Aet leaving no ehanee for tax 

B 



X INTRODUCTION. 

dodgers being left free and by extending the scope of taxation by bringing into 
the net fresh items of income. The administrative machinery has been 
strengthened and improved so as more effectively to deal with evasion of tax. 
It has been claimed by the framers of the Act that there has been no funda
mental alterations but on a perusal of the provisions one feels that there have 
been sudden and abrupt variations of the principles of taxation. 

The assessment of foreign income has been the most contentious and 
complicated item of discussion in the Assembly. Indeed at one stage, it 
.appeared that the Bill would not be proceeded with. But Sir James Grigg 
skilfully avoided such an ending and with the co-operation of the Congress 
Party and the Muslim League, a compromise formula was adopted and passed 
by the Assembly under which foreign income is made assessable on an accrual 
basis despite its non-receipt in British India. 

The main changes and the new provisions of the Amending Act are best 
considered under distinct headings. 

I. Compulsory returns. 

II. Return of information and furnishing particulars. 

Ill. Basis of assessment. 
(a) Resident and ordinarily resident. 
(b) Resident but not ordinarily resident. 
(c) Non-resident. 
(d) Residents and non-residents-rate of tax. 

IV. Special p1·ovisions against avoidance of tax. 
(a) Limited companies and accumulated profits. 
(b) Transfer of assets abroad. 
(c) Transactions in Securities and sa:les cum dividend. 
(d) Settlements and Trusts. 
(e) Dividends. 

V. Change from the step system to the slab system. 
VI. Salaries. 

VII. Firms registered and unregistered. 
VIII. Assessments of Insurance Companies. 

IX. Right to carry forward lollses. 
X. Depreciation allowance on plant and machinery. 

XI. Allowance for Life Insurance Premia. 
XII. Deduction of tax at source. 

XIII. MakiD.g of additional assessments and re-opening of assessments. 
XIV. Assessments, Appeals and Administrative Machinery. 
XV. Am<lunts hitherto not assessable now made assessable. 

I. Compulsory Returns of Income. 
A system of compulsory returns has been introduced in S. 22 as in the 

United Kingdom. The issue of a notice calling for a return of income is made 
optional. Each person whose total income exceeds the taxable limit must 
voluntarily send a return of income within 60 days of the income-tax authori· 
ties giving notice by publication in the press and an assessee may apply and 
obtain extension of time for the delivery of the return. Hitherto there was no 
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pecuniary penalty leviable by an Income-tax Officer for non-submission of a 
return but only a prosecution before a Magistrate under S. 51 of the" 
Act. Now, pecuniary sanction by way of imposition of penalty by the Income
tax Officer himself for non-submission of returns is provided for. The penalty 
for non-submission of a return is up to a limit of li times the tax levied, while 
the penalty for non-production of evidence after submission of a return is less, 
that is, up to a limit of li times the difference between the tax leviable on the 
returned income and the income assessed. But in the case of a person whose 
total income is less than Rs. 3,500 or in the case of an agent of a non-resident, 
no penalty can be levied for non-submission of return unless a notice calling for 
a return of income is served on him. If a person who has failed to submit a 
return even after being served with an individual notice calling for the return 
of income proves that he had no assessable income, a nominal penalty is leviable 
up to a maximum of Rs. 25. 

II. Return of information and furnishing particulars. 

(•) Hitherto persons who pay interest of Rs. 1,000 and above had volun
tarily to furnish a return of the names and addresses of all persons to whom 
.such interest was paid and now fue limit has been reduced to Rs. 400. 

( ii) Every person engaged in any business, profession or vocation should 
furnish along with his return of income full particulars of location and style 
oQf principal place. branches, names, addresses and shares of partners. 

(iii) The assessee, when required, has to furnish a statement of persons 
to whom rent, interest, commission, royalty or brokerage, etc., amounting" to 
more than Rs. 400 is paid in any year. 

( iv) The officer may require any person to furnish particulars of all 
$ecurities of which he was the owner during the period specified in the notice 
for the purpose of discovering whether through any transaction or dealings in 
the securities, he has evaded payment of proper tax. Failure to give such 
information entails a very heavY penalty. 

( v) The trustees of approved superannuation funds and employers who 
.('Ontribute to approved superannuation funds have, when required, to furnish 
particulars of contributions, the names and addresses of every person in receipt 
·of annuity, the amount of the annuity payable to each annuitant, contributions 
returned to the employer or employees and sums paid in commutation or in 
lieu of annuities. 

( t•i} Where an employer pays emoluments to employee or makes on his 
behalf any contributions to an approved superannuation fund he shall include 
all such payments and contributions in the annual return under S. 21. 

m. Basis of assessment 

The new Act makes a differentiation between classes of residence
resident and ordinarily resident, and resident but not ordinarily residen~ 
affecting taxability. The basis of liabilitv to tax differs according to whether 
the ta..>t-payer is or is not ordinarily resident. 

Pt'rsons who are resident in British India and also ordinarily resident 
have to pay tax in respeet of Indian as well as foreign income, i.e., on (a) 
income art'ruing 'lr arising in British India, (b) on hitherto nnassessed foreign 
income fi"'m 1st April, 1933, brought into British India, and (c) each year's 
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foreign income aecruing from 1st April, 1938-a sum up to Rs. 4,500 in this. 
category is not taxable in that year if it is not brought into British India. 
But even here the same will be liable to be taxed in later years as and when 
it is brought into British India. Person.~ who are "resident" but are "not 
ordinarily resident" in British India have to pay tax (a) on all income accru
ing or arising in British India, (b) on foreign income brought into or received in 
British India, and (c) on all income accruing or arising out of a business con
trolled in or a profession or vocation set up in India (including Indian States) 
whether brought into British India or not. It will thus be seen that. 
the difference in the basis of taxation between the above two classes of residents 
is that while the person who is resident and ordinarily resident in British India 
pays tax eac.h year on all his income, British Indian and foreign, on the accrual 
basis ("total world income'~, the person who is resident but not ordinarily 
resident does not pay tax (a) in respect of income accruing or arising outside 
British India from a business n(}t controlled in or a profession or vocatjon not 
set up in India and (b) in respect of income accruing or arising otherwise than. 
from a business controlled in or a profession or vocation exercised in India. 
Nevertheless, such income is liable to be taxed in his hands as and when the 
same is brought into British India. In • the case of persons who
are not resident in British India, the tax is payable only in respect of income 
accruing or arising or deemed to accrue or arise in British India. Residence is: 

· an attribute which an individual acquires according to the circumstances of his 
life in each year in question and the tax-payer's ehargeability in each assess
ment year constitutes a separate issue. The question of residence in any parti
cular c.ase can only be determined by reference. to the facts of the case each 
year though the facts applicable to several years may become necessary to be 
found in one continuous story. · 

S. 4-A enacts a set of rules in order that a person fillY know with as 
much accuracy as possible, what degree of residence will subject him to liability 
to tax in India. 

The definition of residence is in substance as follows:-

To be a resident in the account year, i.e., the· previous year to the year
of assessment an individual must have been (a) in British India for half the 
number of days in the year (to be correct 182 days) or (b) must have main-· 
tained a dwelling house in British India and mqst have visited British India at 
least once during the year no matter for how short a period even it be a single 
day or (c) must have been in British India for periods amounting to a year dur
ing the preceeding four years and must have visited British India during
the year otherwise than on an occasional or casual visit. If an individual does 
not visit this country at all during any year though he has a dwelling house 
available for him, he is not to be regarded as resident. An individual is "not 
ordinarily resident" if he is not resident in British India in nine out of the 
ten preceding years or if he has not during the seven preeeding years been in 
British India for a total period of two years. 

A company is deemed to be resident in British India if it is wholly con
trolled in British India or if more than half its entire income arises in British 
India. The distinguishing features of an individual person's residence are • 
almost completely absent in the ease of a body corporate. A company eannot 
normally have a residence that is otlier than ordinary although that residence may 
lie one of several. Therefore if a company is resident it is treated as ordinarily 
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resident as well. Thus there is no distinction between residence and ordinary 
residence in the case of a company. So in the case of a company, if it is con- . 
trolled wholly in British India or its income arising in British India is more 
than half its total world income, then it is taxable on all its world income. 

A Hindu undivided family is resident unless the control and management 
of its affairs is wholly outside British India and is deemed to be ordinarily 
resident only if its manager is ordinarily resident in British India. 

In the case of firms or other association of persons, they are resident 
and ordinarily resident if they are not wholly controlled or managed out
side British India. 

The rate of tax applicable to residents and non-residents is different. 
'rhe resident is assessed on the rate applicable to his income. A distinction is 
also made among the non-residents between British subjects and non-British 
subjects. A non-resident who is a British subject or•a subject of a State in 
India or Burma pays income-tax and super-tax on his total income at the 
average rate applicable to his total world income. This class of non-residents 
will not have to pay tax on British Indian income if there is a world loss,
whieh was not the case before the Amendment. A non-resident who is not a 
British subject pays income-tax at the maximum rate on his total income and 
Nttper-tax at the average rate applicable to his total world income. 

No provision has been introduced here as in U.S.A. to compel non
resident.~ to satisfy the Government, before they leave this country, that they 
have paid all tax due in respect of income earned here though there is however 
a provision regarding foreign ships which are not allowed to leave a Briti~h 
Indian port without a clearance certificate that tax has been duly paid. 

IV. Special provisions against avoidance. 

The rising burden of income-tax and super-tax has brought about many 
methods of avoidance of this liability very largely through the media of com
pany formation and transfer of assets to others both in and out of British 
India and making settlement.• of income or properties. When super-tax was 
first imposed in 1917, the maximum rate for income-tax was 1 anna in the 
Rupee nnd for super-tax 3 annas in the Rupee. The first Rs. 50,000 was exempt 
.from super-tax. Rates have since been increased. The maximum income
tax rat<> together with sul't'harge hitherto was 28 l/6th pies in the Rupee and 
for super-tax 6 annas 9! pies in the Rupee. The exemption limit was later 
lowered to Rs. 30,000 from Rs. 50,000. Individuals having substantial incomes 
thus had to pay heavy sums by way of tax, and therefore there was the incentive 
to minimise income-tax and super-tax burden to the lowest possible limits. 

As the machinery of avoidance was very widely adopted in relation to 
the following matt~rs, th~ Government felt its duty to dose up all material 
loopholt>S by ena~tin~ certain provisions restrieting legal methods in regard to: 

(a) Limited companies and accumulated profits. 
(b) Transf~r of assets abroad. 
(c) Transactions in securities and sales ~urn dividend. 
(d) Settl~m~nts and Trusts. 
( t) Dividends. 
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(a) Limited companies and accumulated profits. 

A most convenient method of avoidance was to form companies in and 
out of BriLish India transferring assets to them so that the income (BritisJt 
Indian and foreign) accruing to the companies and accumulated in the com.; 
panies' hands may avoid taxation either by not distributing dividends or by 
distributing income in the shape of capital. The issue of income in the form of 
shares instead of dividends by the retention of the company's income with the 
company itself was held to be capital receipt and this principle was _applied 
even to cases of issue of debentures by the company. .As the machinery of com
panies was successfully employed for legitimate tax avoidance and it began t() 
be widely adopted, the Legislature attempted to dam the leakage by enacting 
S. 23-A of the Act. 

The several requisites necessary to set in motion S. 23-A machinery led 
to great uncertainties and possibilities of challenge varying with types of 
businesses and the Crown had also to prove that the avoidance was with an inten
tion to evade payment of tax before a direction could be made under the section. 
The section was applied only in two cases and it could not be made use of in 
other ~ases. 

S. 23-A is now made applicable to all companies in which the public i~> 
not substantially interested, and not merely to companies which are under the 
control of not more than 5 persons. The section says that where the profits 
and gains distributed as dividends by a company up to . the end of the sixth 
month after its accounts for the previous year are laid before the company in 
the General Meeting together with the income-tax payable thereon is less than 
60 per cent. of the assessable income of the company of the. previous year, the 
Income-tax Officer shall, unless he is satisfied that having regard to losses 
incurred in earlier years or to the smallness of the profits made, the payment 
of dividend or a larger dividend would be unreasonable, make an order that the 
assessable income shall be deemed to have been distributed as dividend among 
the shareholders and included in the shareholders' total income. Where the 
accumulated undistributed profits. exceed the vaiue of the fixed assets or the 
paid-up capital together with any loan capital belonging to shareholders' 100 per 
cent. is substituted for 60 per cent. A further pro.vision is also made to make 
allowance for a possible case of error in which though if 60 per cent. of the 
assessable income of the company has not been actually distributed, an amount" 
not less than '55 per cent. has been distributed and the company is given a 
chance to distribute the balance of 5 per c!mi. also and thus avoid S. 23-A 
proceedings. 

The proviso has also been altered so as not ttJ apply the section to sub
sidiary companies of a company in which the public are substantially interested 
if the whole of the share capital of such subsidiary company is held by the 
parent company or by the nominees thereof. Further consequential amend
ments have been made to the section and it is also made clear that where a 
company is a shareholder of a company to which the section applies the 
amount of the dividend deemed to have been paid to the shareholder company 
shall be deemed to be part of its total income for the purpose of application 
of the section to distribution of profits by the shareholder company. The tax 
due by the shareholder is now to be recovered from the company, only if it 
cannot be recovered from the shareholder. The previous approval of the 
Inspecting Assistant Commissioner is also necessary before a~ order is passed 
by the Income-tax Officer. · 
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. S. 33-A of the Act which provided an appeal from a decision of the 
Income-tax Officer under S. 23-A to a Board of Referees has now been omitted 

.. and an appeal is provided to the Appellate Assistant Commissioner under 
s. 30. 

,The amended section relieves the Income-tax Officer of the duty of 
' petermining whether the profits and gains are allowed to accumulate beyond 
~ts reasonable needs, existing and contingent, having regard to the mainten-
11-nce and Q.evelopment of its business and an enquiry as to whether there was an 
.jnte~J.t,ion to evade payment of super-tax by the members. 
-· . .' . .. 

' .• 
'{b)• Transfer of assets abroad. 

The new S. 44-D has been enacted to bring into the net of taxation 
persons who with a view to avoid tax transfer their assets abroad to persons 
or to companies incorporated outside British India. 

These are eases where by a transfer of assets and by a series of transac
tions, income is paid or becomes payable to· a person 'not resident' or to a 
person 'resident but not ordinarily resident', but the person who so transfers 
is really in control of and in some eases in enjoyment of the income of such 
other person. This provision is analogous to cases of settlement of income on 
others while in fact the settlor has power over or is in enjoyment of the income. 

This section will not apply to any individual who shows to the satisfac
tion of the Officer either that (1) avoiding liability to taxation was not the pur
pose or one of the purposes, for which the transfer or associated operation or 
any of them were effected or (2) that the transfer or any associated operations. 
were bona fide commercial transactions and were not designed for the purpose 
of avoiding liability to taxation. 

(c) Transactions in securities and sales cum dividend. 

Under sub-Ss. (1) and (2) of S. 44-E it is provided that if an owner sells 
or transfers securities, stocks or shares and by the agreement of sale or by any 
collateral agreement buys back or re-acquires the securities, stocks or shares 
any interest or dividend thereon which as a result of the transaction becomes. 
receivable by any other person is to be deemed to be the income of the original 
s~ller for all the purposes of the Act, that is, income-tax and super-tax. 

Under sub-sections (3) and ( 4) it is provided that where any person 
carrying on business which consists wholly or partly in dealing in securities, 
stocks and shares buys or acquires securities, etc., and under the agreement 
for purchase or collateral agreement sells back or re-transfers the securities, 
Pte., and the result of the transactions is that interest is receivable by him, no· 
account shalJ be taken of the transaction in computing his profits or loss in 
business. 

The scope for avoidance referred to above was due to the legal position 
that inter.>st on securities and dividends did not accrue day to day but were 
reeeivahle only on the day the holder. is entitled to draw them. 

This provision has been introduced as it was found that several lakhs of 
rup~ per annum represt'nting t.ax on interest on securities, etc., were being 
refunded as a result of owners of securities, etc., arranging with 
a person not liable to income-tax or liable to a lower rate of tax to sell or 
transfer thooo> securities to him shortly before interest or dividend becomes 
due, and to bny back or get a retransfer after interest or dividend is paid. 
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The original seller recei~es interest or dividend in the form of price that is 
capital appreciation not chargeable with super-tax, and where the purchase 
is made by a person whose business is to buy and sell securities, and he resells 
shortly after the payment of interest or dividend, loss in the transactlon is 
allowable to him and could be set off against other income received by him. 

S. 44-F deals with a case of an individual escaping income-tax or super
tax by selling his securities in the market and rebuying after the due date for 
payment of interest. 

~d) Settlements and trusts. 

A variation in the ordinary Law of Trusts is introduced in S. 16 of the 
Act to. cover certain cases of evasion of income-tax. In England the Law of 
Trusts was utilised as a device to evade tax and special provisions were made. 
The various Finance Acts and Part 4 of the English Finance Act of 1938 con
tains a fasciculus of sections designed to deal with such eases. Similar provi
sions are al~o enacted under the Indian Amending Act to deal with income 
transferred by way of settlements or dispositions or revocable transfer of 
.assets with a view either to evade tax or to make the tax payable at lesser rates. 
The section deals with those classes of cases in which provision is made for the 
retransfer directly or indirectly of the income or assets to the transferor· or 
settlor or in any way gives him the right to reassume power directly or in
directly over the income or the assets. Sums payable under such settlements 
-or dispositions are to be included in the income of the settlor. But where the 
settlement is not revocable for a period of six years or for the lifetime of the 
beneficiary. the case is outside the pale of the Act and is not taxable in the 
hands of the settlor. But even here once the power to revoke arises, the Act 
~pplies. 

The section applies even to transactions before the Amending Act and 
to all cases of Trusts or Settlements, however bona fide they may be, which 
come under the provisions of the Act. In effect those dispositions or transfers 
to which the section applies are to be regarded as having been made with ·a 
view to evasion of income-tax. · 

The conditions obtaining in India do not. iend scope to the wide use of 
the Law of Trusts for avoiding taxation, and Trusts are usually effected in this 
eountry to provide maintenance for dependant relatives and members of one!s 
family, the corpua reverting to the settlor wh.en the purpose of the Trust 
is served. 

In the present provisions, tbe maxim that the way in whirh one's 
income is applied cannot affect the liability to tax of the person to whom the 
income arises is applied. In other words the arrangement is treated as a 
method of utilisation of or an expenditure out of one's income and should he 
Tegarded to be on the same footing as items of expenditure which are not 
allowable deductions under the Act. Tax-payers are thus liable to pay tax 
upon items of income which they eanpot themselves enjoy. 

Under the old Act, trustees or guardians for several beneficiaries 
are treated as an Association of Persons and single assessments on income 
belonging to several beneficiaries or wards were made in the hands of tbe 
trustee or guardian. This has been rectified in the Amending Act by making 
the assessments on tru~ees at rates applicable to the income of each beneficiary, 
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-the trustee being assessed only as the agent of each beneficiary. The tax to 
be paid by the trustee is analogous to. Ulat of an employer paying the tax due 
by the employee on salaries. 

(e) Dividend 

One of the usual methods adopted to avoid super-tax which would 
.otherwise be payable by shareholders was to distribute profits in the form of 
capital receipts like bonus shares, bonus debentures, etc., which under the law 
.as it stood was not income in the hands of the shareholders and hence not 
liable to tax. 

"Dividend" has now been defined to include thereunder the distribu
tion of capitalised profits which entails release by the company to the share
holders of any assets of the company and debenture-issues out of the accumu
lated income. The new definition covers the case where a company goes into 
liquidation and distributes the accumulated profits which arose during the 
6 previous years preceding the date of liquidation and also includes 
.any distribution by a company on the reduction of its capital to the 
extent to which the company possessed accumulated profits which arose after 
the end of the previous year ending next before first day of April, 1933. The 
"dividend" as now defined is included in the definition of income. The defini
tion is aimed more at shareholders of companies formed for the purpose of 
reducing tax payable by individual shareholders than at companies carrying 
on legitimate business. It does not include any distribution by way of bonus 
shares as it does not entail release of any assets by the company but only 
means the user of such assets in the company itself by way of increase of 
·capital. 

Under Explanation (3) to S. 4 (1) a 'dividend' paid without British 
India is now to be deemed income accruing or arising in British India to the 
~xtent to which it has been paid out of profits subjected to income-tax in 
British India. 

Pntil now under S. U 'dividend' received by a shareholder was exempt 
from taxation to income-tax . in his hands. This exemption proceeded on the 
idea that for revenue purposes a joint stock company should be treated as a 
la~goe partnership, so that the payments of income-tax by the company would 
discharge the quasi-partners. The consequence of this legislative outlook 
was that a "dividend" was really a division of profits and when a payment is 
made to shareholders it is a mere distribution for which the shareholders 
inrurred no liability. The new Art has deleted 'dividends' from S. 14 and 
dividends will no longer be exempt from taxation. 

As a corollary, by a new S. 49-B, payment of income-tax by a company 
is deeml'd payment by a shareholder on so much of the dividend as the amount 
of income on which the company has paid income-tax bears to the whole 
inrome of the company. 

By amendment to S. 18, 'dividend' is placed on the same footing as 
interest on set'uritii'S and c-redit is to he· given in the assessment of the share
holder for the appropriate amount of ta."t.. 

The effect of the above provisions of the Amendment Act is that share
'llolders art: now made liable to hf' taxed even in ~ of inwme which was 
-exempt in the hands of the rompany. 

c 
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V. Change from the step system to slab system 

Another great change in the system of taxation in the Amending Act: 
is the introduction of the slab system. Under this system, every slice of 
income is taxed at a particular rate. The rate on higher incomes increases as 
the income increases. Progre!jgive rates are applied to successive slices of 
income as is already the case in respect of super-tax. There are no sudden 
jumps, as in the step system, as the income increases. It was stated by 
the Finance Member that under this system on the basis on the 
standard rate suggested by the Inoome-tax Enquiry Committee which. 
has now been adopted, all persons getting incomes of B.s. 8,000 and 
under will pay less than the present tax, while of the persons getting 
incomes between B.s. 8,000 and B.s. 24,000, some will pay less and some 
more and all persons getting .incomes or .over :&. 24,000 will decidedly pay more 
as tax. The introduction of this system has also necessitated. the insertion of a 
clause providing for the calculation of tax in cases where out of the total 
income, certain sums. are exempted from payment of tax, namely, life insur
ance premia, etc. In such cases the tax shall be an amount bearing to the totar 
amount of income-tax excluding super-tax whil,lh would have been payable on 
the total income had no part of it been exempted, the same. proportion as the 
unexempted portion of the total income bears to the total income. 

VI. Salaries 

Under the Act as it stood income under the head' salaries was taxable
only on payment and receipt. Tax was being postponed or evaded by post
poning the receipt of sslary or by taking advances or loans .. 

The Act has now been amended to cure these defects so as to make
sums due under that head liable on the date when they are due whether paid 
or not, and advances by way of loans or otherwise of ineome are hereafter 
deemed salary due on the date' they are received. 

But to safeguard against possible hardships to the employees due to the 
insolvency of the employer or other causes, the employee cannot be called 
upon to pay the tax himself unless he has recei'yed the sslary without. such 
deduction. 

The Privy Council in Commissioner of Income-tail:, Bengal v. 
Shaw, TI'allace & Co., (1932) 63 'M.L.J. 12;1. L.R. 59 I.A. 206=I.L.R. 59 
Cal. 1343 (P.C.), held that capital sums received as a sort of solatium 
for compulsory cessation of business or in commutation of pension, or as a con
solidated compensation for death or injuries or in 'payment of insurance policy 
or as the accumulated balance from a Government Provident Fund, cannot in 
any scheme of taxati"on be regarded as income. Income has now been defined 
in the Act as including a profit received in lieu of salary as provided in ex
planation (ii) to sub-S. (1} of S. 7 .. This explanation says that a payment 
due to or received by an employee from an employer or from his· Provident 
Fund at or in connection with the termination of his employment (not includ
]ng his own contribution)· .is i9 be peemed salary provided it is a payment not 
made for loss of office but 'by way of remuneration for past services. The 
result of this is to nullify the efl'ect of the Privy Council decision to the extent 
stated. 

· ·Exception. is howe-ver made in favour of payment made out of reeog. 
nised provident funds and approved saperannuation funds. 
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Changes have also been made in regard to deduction of tax at source •. 
Hereafter not only income-tax but super-tax shonld be deducted at source and 
provision has also been made to deduct income-tax and. super~tax at specified 
rates in respect of salaries paid to non-residents. 

By Explanation (2) to S. 4 (1) all income which wonld be· chargeable 
under the head salaries if payable in British India and not being pension 
payable without British India, is deemed to accrue or arise in British India 
wherever paid if it is earned in British India. 

The Legislature is able to deal with such cases by deeming it income 
accruing or arising in British India and securing the tax thereon by providing 
for deduction of tax at source. 

For example if a person entered into a contract of service with his 
employer in British India and was appointed as a travelling representative 
outside British India, he will be liable to tax on his salary even though his 
salary was payable, under the contract, outside British India,. 

VII. Firm.s-Registered and unregistered 
The position of Registered and Unregistered Firms has been funda

m~ntally modified. No tax is levied on a Registered Firm but a computation 
of the income and profits of the firm is made. The share in the profits of the 
firm of each individual partner is directly assessed on him along with his other 
1ncome. If there be loss in the registered firm the share of loss of each partner 
could be set.otf against his other income and where it could not be wholly set 
off the portion not set-oft' can be carried forward to the following year up to & 

period of aix years, the first of the six years commencing from April, 1939. 
But such carrying forward of losses is permitted to be set-oft' only against the 
profits of the same business, profession or vocation. An unregistered firm 
is assessed to tax and if loss is incurred by an unregistered firm it conld only bP. 
set.off against other income if any of the firm itself and not agains,t the income, 
profits and gains of any of the partners of the firm. But if the unregistered 
finn is treated as a registered firm by the Officer of his own motion in circum
stanres set out below the benefits accruing to partners of a registered firm 
equally apply to the partners of the unregistered firm. Another new feature 
introduced in regard to an unregistered firm is that if the aggregate amount 
of t.ax including super-tax payable by the partners if assessed in the manner 
laid down for registered firm wonld be greater than the total tax. payable by 
the firm if assessed as an unregistered firm, the Officer is empowered to place 
the unregistered firm in the position of a registered firm. In other words if the 
partners of an unregistered firm wonld pay less tax than if the firm had been 
treated as a registered finn, the Officer can of his own motion act as if the 
firm got itself registered. 

vm. Assassment of Insurance Companies 

The method of assessment now adopted has been changed which gives 
considerable relief to the rompanies. Hitherto an Insurance Company was 
ll!lSt'ssed on the surplus between the assets and the annual valuation of liabili
tiM without mkin~r into t'Onsidet'Btion the sum re-distributed among the policy 
hold~rs in the shape of bonus. · 

Undrr the Amendin~r Act, the Th-partment has two methods of oom
putation to ~boose from, either the ini.'Ome on investments less expenses, or the 
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.alternative basis of the surplus as hitherto, allowing for a moiety of the bonus 
paid to the policy-holders which is really to a cert~¥n extent their own pre
mia collected in. excess. What was not wholly income was being taxed hitherto 
by adopting the method based on the actuarial surplus. But this has been 
remedied now by adopting a more accurate method of computation either on 
the basis of actuarial surplus or the basis of income less expenses whichever is 
the greater. 

lX. Carrying forward losses 

Another of the important changes effected in· the Act is that 
an assessee is permitted to carry forward the losses incurred by him in one 
business and have it set off against his income from the same business in the 
.succeeding years up to a period of six years. But during the transition stage, 
.such carrying forward is restricted. The losses incurred in the account years 
1938-39 to 1942-43 can be so carried forward only to one, two, three, four and 
·five years respectively. This carrying forward of losses is apart from the 
other provision by which a loss incurred by a person in any year under any 
head can be set off against his income, profits and gains under the other heads 
in the same year. But the carrying forward of loss for setting off can only 
be against the subsequent income from the same business. If a business which 
bas suffered loss is discontinued, such loss cannot be set-off in the succeeding 
years since that business no longer exists to yield income and such loss would 
become a capital loss. Such carrying forward is also not permitted if there 
is a change in the constitution of a firm or if a person is succeeded by another 
person except hy way of inheritance, as the object is to confer the privilege to 
the particular persons incurring the loss. A person who is a partner in a 
Tegistered firm can have his share of loss incurred in a year set-off against his 
other income in the same year and can also carry forward the loss or the 
balance of loss and set it off against his share of income from the same business 
in the subsequent years. Where a person is a partner in an unregistered firm 
.and the unregistered firm sustains a loss in any' year, his share cannot be set 
off against his other income even in the same year. The loss can be set-off only 
against the profits and gains of the unregistered firm in the succeeding years. 
'Where an unregistered firm is treated and assessoo hy the Income-tax Officer 
as a registered firm, then the provisions in respect of a registered firm alsQ 
.apply to such a firm. . . 
X. Depreciation Allowance on Buildings, MacJP,nery and Plant 

The present method of granting allowances for depreciation is the 
straight method of allowing particular percentages on the original cost till the 
original cost is exhausted. In modification of the present straight method, 
the written down method, that is, allowance on the written down 
value of such machinery, etc., each year has been introduced. The written 
down value has to be arrived at or calculated every year. Where the assets 
are acquired or purchased in the year of account, the written down value will 
be the actual price paid by the assessee for such machinery or plant. Where 
the assets are acquired before the account year but after the commencement 
of the Amendment Act, the written down value would be the actual price paid 
by the assessee for such plant or machinerv less all depreciation allowance to 
the assessee for every year after purchase till the account year on such plant or 
macl:!inery. Where. the assets .have b~en acquired or purchased before the 
commencement of the Amendment Act, the written down value will be the 
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actual cost of such machinery or plant less for each financial year since acqui
sition the amount of depreciation applicable to the assets. at the rates in for~e 
for each such year since 1st April, 1922, and at the rates m force on 1st AJ?ril, 
1922, for each such year prior to that date. This change does not come mto 
force till 1-4-1940. 

Allowance on the basis of the written down value each year necessitates 
special income-tax treatment of . such assets involving the maintenance of a 
new set of books for all machinery, etc., for purposes of income-tax, so as to. 
display the wear and tear attributed to each unit in order. This will facili
tate the claim for obsolescence and will avoid difficulties though it involves 
time and trouble to assessees who have to claim depreciation. Valuation of 
such assets by deducting depreciation for domestic or commercial purposes 
and the keeping of reserves, etc., has necessarily to be on different principles. 

XI. Allowance for Life Insurance Premia. 

Hitherto relief was given from the tax payable on the income of any 
person in respect of premiums paid for insurance on his own life or on the 
life of his wife or for any deferred annuity on his or his wife's life the 
relief being subject to the restriction that the total amount of premiums on 
which relief is given is not to exceed 1/6th of the total income of the assessee. 

Under the Amending Act while retaining the limit of 1/6th 
of the total income, the maximum is fixed at Rs. 6,000 in the 
case of an individual assessee and at Rs. 12,000 in the aggregate 
for a joint Hindu family. This provision prevents richer assessees 
from claiming sums in excess of Rs. 6,000 or Rs. 12,000 as the case 
may be. Another change introduced in the Amending Act is that the ·wife 
in her assessment iq ennbled to claim relief for the premium paid by her on the 
life of her husband. It may be remembered in this connection that in England 
the life assurance allowance is granted only if the insurance, etc., is with a 
company legally estnblished in the United Kingdom or British Possessions 
or with any company lawfully carrying on business in the United Kingdom. 
No such restriction is introduced in the Indian enactment. · 

m. Deductions of Tax at source 

The &>venue employs the system of deducting tax at source imme
diately the income arises, for facility, certainty, early collection and in 
several cases automatic elimination of tax evasion. This system was 
hitherto adopted in rt>spect of ( t1 Income-tax on Salaries (S. 7), ( i•) Income-tax 
on Inh·r~st on Securities (S. 8), {iit) both Income-tax and super-tax on 
intPrt>st (not being interest on securities) paid to a non-resident under the 
circumstances stated in S. 18 (3-A) and (3-B), ( it•) Super-tax on dividends 
paid to a non-resident S. 18 (3-C) and (3-D), and (v) payment of accumula
tions in recognised Provident Fund (58-H). 

Thert> was no provision for deducting super-tax in respect of salaries 
or any tax on sal3ries paid to non-rt>sidents and these have now been remedied 
by amendments to S. 18. 

Sub-S. (2) of S. 18 has been amended so as to provide for deduction at 
souree of super-tux also on "salaries" and not merely income-tax as hitherto-
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fore, and the rate at which deduction has to be made is the average of the rates 
applicable to the estimated total income of the assessee under the head 
"Salaries". The new sub-S. (2-B) directs that if any salary is paid to .a person 
not resident in British India, income-tax at· the maximum rate and super-tax 
at the rates applicable to the estimated income should be deducted. 

The new sub-S. (3-A) provides that any person paying to a non-resident 
any interest not being interest on securities or any other sum chargeable under 
the Act, shall deduct income-tax thereon at the maximum rate unless he him
self is liable to pay tax thereon as agent. 

Consequential amendments are also made in the section. 

Sub-S. (5) has been amended to include income-tax on a dividend as 
a sum for which credit is to be given to a shareholder in his assessment. 

This amendment puts dividends on the same footing as securities and 
credit for the appropriate amount of tax on it will be given in the share
holder's assessment. 

As a corollary, by a new S. 49-B, payment of income-tax by a company 
is deemed payment by a shareholder on so much of the dividend as the 
amount of income on which the company has paid income-tax bears to the 
whole income of the company. 

By Chapter IX-B special provisions are made in regard to certain 
dasses of superannuation funds and the new S. 58-S (2) provides that the 
Trustees of the superannuation fund should deduct income and super-tax at 
the average' rate of tax during the preceding three years in cases where contri
butions are repaid to an employee during his lifetime but not at or in connec
tion with the termination of his employment. This does not apply to persons 
whose employment was carried on abroad. This principle of deduction of 
tax at source entails the necessity of repayment claims in cases where the 
·receipt of this income is not liable to be assessed or is to be assessed at lower 
rates. 

xm. Making of Additional Assessments and Reopening of Assessments .. 

Hitherto the Income-tax Officer couLd assess only for one previous year 
-on the ground of escape of assessment either wholly or partially. Tliis power 
~hould be exercised within one year from the end of the year in which the 
income should be taxed. Under the Amending· Act, the Income-tax Officer 
can go back further and reopen a completed assessment or make fresh assess
ment where no assessment had been made up to a period of four years where 
there is a bona fide error on assessee's part in not returning the income in full. 
But where the Income-tax Officer has reason to believe that the under
assessment was due to the fact that the assessee concealed particulars of his 
income or deliberately furnished inaccurate particulars, such power to reopen 
can be exercised for a period of eight years. A difference is thus made between 

_a genuine mistake and deliberate mistake to defraud revenue. This power can 
also be invoked in a case where excessive relief has been ~Uanted. But in 
practice, this difference will not be made in a majority of cases as every 
assessee must be aware of his income and know the law and must take the 
-consequence of not disclosing all his income. Thus every tax-payer coming 
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into the net is provided for and power is taken to deal with obstruction and 
dishonesty. An exception has been made in the case of a person who has been 
assessed as the agent of a non-resident under S. 43 where a fresh assessment 
could be made only within one year D;om the end of that, year. Lest the Act 
should be deemed retrospective, provision is also made that in the case of 
assessments prior to the commencement of the Amendment Act, such back 
assessment can be made only within one year from the end of that year. What 
is required in all these cases is that action should be taken under S. 34 within 
the periods mentioned above and the fresh assessments may be completed later. 
To avoid assessments or re-assessments being kept pending for a long number 
of years it is stated that in all cases assessments or re-assessments should be 
completed and orders passed ordinarily within four years. But where the 
provisions of cl. (c) of sub-S. (1) of the penalty S. 28 applies, the same should 
be done within eight years. Since it is the Officer who is finally to decide 
whether the under-assessment was due to bona fide cause or due to the fraud 
of the assessee, every person should be prepared to submit returns, explain 
transactions and produce his accounts and evidence in support thereof up to a 
period of nine years from the date on which the transactions took place. This 
provision necessitates the preservation of all accounts, documents and corres
pondence and evidence for nearly a decade. In such back assessments after 
a long lapse of years, it is doubtful whether an assessee would be able to 
explain his accounts in the same manner in which he might be able to do it 
if he were called upon to do so earlier. By the operation of this section, if a 
fresh assessment is made, it could be only to the disadvantage of the assessee 
as the assessee is not given an opportunity to show that he is over-assessed 
and have the assessed income reduced. 

In eases of succession, the successor cannot be assessed to such tax 
except for one year (S. 26). It is not clear whether this provision could be 
applied (a) to the case of a Hindu undivided family which becomes divided 
and ceases to be a joint family and (b) to the case of a company which is dis-· 
solwd nnd the Officer finds that its income three or four years previously has 
been under-assessed. 

In the case of assessees who are not alive and who escaped assessment, 
I)O such limitation of one year is made. The law has been amended so as to 
render legal representatives of an estate liable in respect of income, profits 
and gains which ought to have been returned and which were not returned for 

. the period of four years or eight years as stated above. Thus the estate is made 
liable to all penalties for fraud or negligence as the Act would have imposed 
upon the deceased tax-payer, if he had still been alive. In the past one 
assumed that back asse.."'ffilent cases concerned only the living and not the dead, 
mtd when the ta."t-payer died, liability to penalties for negligent or fraudulent 
l't'turns died with him. With death duties on the horizon and intminent, on 
an investigation into the estate of deceased for death duty purposes, informa
tion lending to proceedings for penalties and back aS'lessment can easily reach 
the Incomt'-tax Officials. Figures may raise a pri11111 facie case of fraud 
and the only person who could refute the implication may be the deceased. 
J.'raud is both a state of mind and a question of faet and there will be great 
,nfficulty in e:!..-plaining matters and the deceased if alive might have been· able 
to !rive a perfl'<'tly corre~"t explanation of what had taken place and to show 
that penalty provisions rould not be applied. The objeet of these provisiODll 
is to raise the morale of the people. 
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It may be here pointed out that the English Statute (S. 29 of Finance 
Act, 1923) while extending the period of back assessments from 3 to 6 years, 
specifically provided that in the case of raising fresh or additional assess
ments on the estate of deceased persons, .the three years rule shall be applicable. 

It is significant to note that there is no complementary prOVISlon 
placing the Tax-payer and the Revenue on an equal footing, though a tax
payer may make an honest mistake and no retrospective right is conferred on 
him. 

XIV. Assessment, Appeals and Administrative Machinery 

Under the Act before the amendment, in cases where the Principal. 
Officer of a company or any other person who is an assessee made defaults and 
failed to make a return or to comply with all the terms of a notice issued by 
the Officer requiring him to produce accounts or documents, the Income-tax 
Officer had power to make an assessment to the best of his judgment and also to· 
cancel the registration of any firm. No appeal was provided against such 
estimated assessment and the only remedy which the assessee had was to apply 
to the Income-tax Officer himself under S. 27 and to get the assessment set 
aside on satisfying the Income-tax Officer that he was prevented by sufficient 
cause from making the return or complying with the terms of the notice 
issued. This led to a great hardship and assessees were unable to fight the 
assessment on its merits. This has now been remedied by making such assess
ments also appealable in the regular manner similar to im appeal against an 
ex part• decree. 

In effect it may be said that under the Amended Act all orders passed 
by the Income-tax Officer affecting the assessee are appealable and this is 
definitely of great importance. If however the appeal is against an order 
levying penalty for non-payment of the tax within the. time allowed, the 
appeal will be entertained only if the tax has been paid. 

The duties of the Assistant Commissioner· have been separated and two 
categories of Assistant Commissioners have now been appointed, namely, 
Inspecting Assistant Commissioners and Appellate Assistant Commissioners, 
the former have nothing to do with the hearing of. the appeals against orders 
of the Income-tax Officer which is solely entrusted to Appellate Assistant 
Commissioner. Though both categories of Assistant Commissioners are under 
the control and subject to the jurisdiction of· the Central Board of Revenue, 
the Central Board of Revenue cannot interfere pr give any instructions or
orders so as to interfere with the discretion of the Appellate Assistant Com
mis.qioner in the exercise of his appellate jurisdictlon. This division of func
tions is a salutary change. As the Appellate Assistant Commissioner performs 
more or less judicial functions it is now provided that the Income-tax Officer 
has the right to be represented before him at the hearing of an appeal against 
an order of the Income-tax Officer. 

By far the most important change introduced by the Amending Act 
is the provision made for the introduction of a further appellate authority of" 
an independent nature for the hearing of appeals from decisions of the 
Appellate Assistant Commissioners. 

It is provided in Part II of the Amending Act that the Central Govern
ment shall appoint an Appellate Tribunal consisting of not more than 10 persons 
made up of an equal number of judicial members and accountant members. 
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The normal qualification for a judicial member is that required of a District 
Judge and the qualification for an Accountant Member is that of an Auditor 
who has practised for not less than six years. But the Central Government may 
appoint as an Accountant Member, a person who, though not possessing the 
qualifications aforesaid, by his other qualifications and adequate experience, 
is found suitable for appointment to the Tribunal. 

Not less than two members are necessary to form a Bench and the 
number of Judicial or Accountant Members in a Bench should not exceed each 
other by more than one. The decision of the majority governs the case and in 
the case of a tie the matter is to be referred to the President of the Tribunal 
on stated points who refers it for the opinion of other member or members and 
the final decision is according to the majority opinion of all members who heard 
it. In order that both the department and the assessee may have sufficient 
time and opportunity to acquaint themselves and be prepared for the change, 
the Appellate Tribunal is not to take effect innnediately but is to come into 
effect not later than two years from the commencement of the Amending Act. 
It is also provided that an assessee may appeal, or the Commissioner if he is 
not satisfied with the Appellate Assistant Commissioner's order may direct 
the Income-tax Officer to appeal, to the Appellate Tribunal against the order 
of the Appellate Assistant Commissioner under Ss. 28 or 31 and the appeal 
should be filed within 60 days of the service of notice of such order. The Appellate 
Tribunal is to decide the appeal after giving notice to both parties and its 
orders are final except in eases to which S. 66 applies (namely statement of 
case by the Appellate Tribunal to the High Court). 

The present Ss. 32 and 33 dealing with appeals to the Commissioner 
against the order of the Assistant Commissioner and power of revision wilt 
not operate when the Appellate Tribunal as abovesaid is constituted. The 
Appellate Tribunal is given the power to regulate its own procedure to rectify 
any mistakes and to take evidence on oath, to call for evidence, production 
of documents, etc. 

S. 66 as it stood is amended and it is provided that within 60 
days from the service of the notice of order by the Appellate Tribunal, the 
Commissioner or tlie assessee as the case may be, may :file an application 
(accompanied in the ease of the assessee by a fee of Rs. 100) requiring the 
Tribunal to refer to the High Court any question of law arising out of the 
order of the Tribunal and the Appellate Tribunal is directed to draw up
a statement of the case and refer it to the High Court but where the Tribunal 
refuses to state a ease on the ground that no question of law arises, the 
aggrit>ved party is given the liberty to move the High Court within 6 months 
of the dote of refusal to direct the Tribunal to state a case and refer it. If 
the Appellate Tribunal refuses to state a case on the ground that the applica
tion fill'd is out of time then also the aggrieved party has got the right to 
move the High Court within 60 days. 

It will therefore be -n that two appellate authorities are provided 
for and there can be two appeals as of right in each case. The Appellate 
Tribunals are hereaftt>r the ultimate judges of fact and not the Assistant 
Commi-.sioner or the Commissioner and so far as a reference to the High Court 
is ~OD('('ml'd both the Dt>partrnent and the assessee are placed on the same 
footing. 

Th~ appointment of an appellate tribunal can be said to be a most 
important provision in the Amending Act in favour of the assessee and goes 

D 
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. a long way to remove the grievances and complaints made by the assessees 
.hitherto that the scales had not been held even as between the tax-payer and 
:the tax-gatherer. 

Under S. 5 (2) of the Act provision has been made to enable the Govern
ment of India to appoint not more than three Commissioners of Income-tax 
without reference to area to work directly under the Central Board of 
Revenue. 

The idea underlying this is to create a centralised or special staff to 
deal with special branches of work or matters of special diffieulty or impoi:t
.ance, e.g., companies, insurance, penalty, fraud, ete., and with a view to 
.bring under one head assessment of persons who are assessed in different 
.areas. 

XV. Amounts hitherto not assessable now made assessable 

This has been done by enlarging the area of taxation as in S. 4 or by 
extending tlie definition of income by deeming certain sums as income which 
were hitherto either held as capital sums or income not liable to tax. 

Sums mentioned in the following sections which have been dealt with 
in detail above under different heads are now taxable as income. Ss. 2 (6) A, 
4 (1) Explanation (2), 4 (1) Explanation (3), 4 (2), 16 (2), 16 (3), 42, 44-D, 
44-E, 44-F. 

Under S. 2 (6-C), (i) a profit received in lieu of salary; (ii) sums got in 
.excess of written down value when plant or machinery is sold; (iii) mutual 
.assurance profits; (iv) under cl. (xi) of S. 10 (2) the excess snm received over 
.a snm written off as bad debt are deemed income under the new Act. 

Explanation (3) to S. 4 (1) says a dividend paid without British India 
shall be deemed to be income accruing or arising in British I):J.dia to the extent 
to which it has been paid out of profits subject to income-tax in British India... 
J3y an addition to S. 42 of the Act, interest from.money lent abroad by a non
resident and brought into British India in cash or in kind (by the borrower) 
shall be deemed to be income accruing or arising within British India asses
sable either on the non-resident or his agent. 

S. 60 of the Act gave power to the Governor-General to exempt. 
particular classes of income from tax under which many items of income have 
been exempted by notification. This section "has been modified in such a way 
that while taking away the scope of exercising the power of exemption here
after, power is retained only for the purpose of revpking or modifying exemp
tions already given. 

Under the AcL the income from a,aricultural land in a Native 
State in India paying land revenue to the Indian State was exempt. But such 
agricultural income would be assessable under the Amendment Act. The 
land tax may be payable to the Native State Government and Income-tax to 
British Indian Government and there will be no relief against double tax in 
respect of such taxation. Income from agrieultural lands in Burma will be 
115Sessable in British India on the accrual basis. 

M. SUBBARA YA AIY AR. 
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THE 
INDIAN INCOME-TAX ACT 

ACT No. XI OF 1922. 

j5th l'rJ arch, 1922.] 

An Act to consolidate and amend the law relatin,q to lnc"me-tax and: 
Super-tax. 

[As modified up to 1st April, 1939) . 
WHEREAS it is expedient to consolidate and amend the law relat

ing to Income-tax and Super-tax; it is hereby enacted as follows:-

Rhort title, extent OJld 1. (1) This ~\ct may be called THE 
conunencem.,t. INDIAN INCOME-TAX AcT, 1922. 

(2) It extends to the whole of British India, including Bri,tish 
Baluchistan anu the Sonthal Parganas, and applies also, within the 
Indian States and the tribal areas, to British subjects who are in the 
service of the Crown or of a local authority established in the exercise 
-of the powers of the Crown Representath·e dr' the Central Gove'rnment 
in that behalf, and to all other servants of the Crown in the said 
Htnt~s and areas. 

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

Deflnitious. 2. In this Act, unless there is anything 
r('pugnant in the subject or <'Ontext,-

NOTES. 
Tho Amending Aot compris<s 99 sections. Section 1 d~ with the title OJld com· 

menoeme~. Part I eontama ...,tions 9 to 84! OJld Po.rt II sections 85 to 99. Part II deals 
with the Appellate 'frihuno.l and eOJnt"8 into faree from a. date not lu.ter1 than two )"ears 
fro1n tho o&le of wming into foroo of Part I to be nollil\ed by tllo ee...tral Go.....,ent. 
Part I Ia inoorpornt<od in the text &nd Pnrt II ia sep&l'&toly print...! at tho end (Appendix 
.\) and also nndor each section. April 1st 1939, ia &ppoin.ted for Pnrt I to tnko i<llfeot 
(e~oept elauoeo (t~) and ("ii) of sub·,..,.tion (2) of secljion 10 wbirh takes elfoot only 'on 
AprH, lot 1940.) (Gn"ll• of India 181A .llaroll, 1939(. 

ACT No. VII OF 1939. 
,.o~,. A of f•riAI'I' to ""'""' the l"'lian lt100111"'las Aot, 192~ (171A llarell, 1939). 
\VIIEREAS Jl i.s UIJf'dWI /ttrflt~r to ~ t..W IAdtoR ltk'f:Une-tax .:lot, 1922, for 

!It# ,...,-po.tt'8 Mrt"trtfl/lrr nrpl'd""g; It a.~ Mreby fl'IWJCted At follCJ!fD&:-

1. (t) TA" .lot ""'ll be ....U<"d IM llklimo 1-·las (A"""d""~,t) .del, 1939. 
(M) fAio .. ,.,..,. alkl Port I 8/laR -• Wo foros oa -I> daUI "" U• C.,.tml. 

(iot••..........., -~~. b~ ""lijiooti<nt i• IM Olfioiol G<u!6fl~, oppoinl, and Port II slklll '"""' 
i~lo f~ "" -·A ""b.~<q..,., d<Jt•, wol lat.,. tlloA hoo Jl"'f'S fro• flu •liiiB oppc.iAt<'tl for 
IM .....u.g i•lo forN" of Pari 1, M IM C""'ral - ....,, iot ltl.'" """'"""• oppoitot: 

Protofkd thl ..,...,,., ....... (Mi) elkl (iv) of ...,_ (b) of ..,,,i<nt 11 Mdll ...,, lou 
~-~'"' MriWt' IA<'w lA• lsi daJI of .dpril, 19-10. 



2 THE INDIAN INcoME-TAx AcT, 1922. [S. 2 

{1) "agricultural income" means-
(a) any rent or revenue derived from land which is used fo1· 

agricultural purposes, and is either assessed to land-revenue in British 
India or subject to a local rate assessed and collected by officers of 
the Crown as such; . , . 

(b) any income derived from such land by
( i) agriculture, or 
( ii) the per.formance by a cultivator or receiver of rent-in-kind 

of any process ordinarily employed by a cultivator or receiver of 
rent-in-kind to rend-er the produce raised or received by him fit to be 
taken to market, or 

(iii) the sale by a cultivator or receiver of rent-in-kind of the 
produce raised or received by him, in respect of which no process has 
lleen performed other than a process of the nature described in sub
clause (ii); 

·(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 op·eration mentioned 
in sub-clauses ( ii) and (iii) of clause (b) is carried on: 

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

(2) ''assessee" mt>ans a person by whom Income-tax is payable; 

OLD. . NEw. 
(3). "Assistant Commissioner" (3) "Appellate As~istant Com-

means a person a'Ppointed to be an missioner" mean8 a 'Person ap
Assistant Commissioner of In- pointed to be an Appellate A"Bsist
come-tax under section 5; ant Comlnissioner of Income-tax 

under section 5; · 
(4) "business'' includl's any trade, commerce, or manufacture 

or any adventure or concern in the nature of trade, commerce or 
manufacture; 

( 4-.A) "the Central Board of Revenue" means the Central Board 
of Revenue constituted under the Central Board of Revenue Act, 
1924; 

(5) "Commissioner" means a person appointed to be a Com
missioner of Income-tax under section 5; 

(6) "company" means a company as defined in the Indian 
Companies Act, 1913, or formed in pursuance of an Ad of Parlia
ment or of Royal Charter or Letters Patent, or of .an Act of the 
Legislature of a British possession, and includes any foreign associa
tion carrying on business in British India whether incorporated or not, 
and whether its principal place of business is situate in British India 
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or not, which the Central Boar!! of Revenue may, by general or 
special orrder, declare to be a company for the purposes of this Act; 

NEw. . 
(6-A) "&ilvidend" includes-
( a) G'YI1J di;stribution by a com

pa'fi1J of accumulated profits, whe
ther capitalised or not, if such 
distribution entails the release by 
the company to its shXJH"e-holders 
Of all or arvy part 1Jf the. assets of 
the company; . 

(b) any distribution by a com
parvy of debent·ures or debenture
stock, to the extent to which the 
comparvy possesses. accumulated 
profits, whether capitalised or 
not; 

(c) a'YI1J distribution made to fhe 
shareholders of a company out of 
accumulated profits of the com
pany on the liq•tidation of the 
company: 

Provided that <mly the MC1.4-

mulated profits so distributed 
which arose during the six pre
vious years of the compamt pre
ceding the date of liquidation 
shall be .so incluaed; and 

NOTES. 
Rl*tJtioft. a, n.b·.tf'lotlion (6-A )-s new provision--defines ''dividend''. 
To prevent tbe a.voidanoe of super-tax which would otherwise be payable by the 

slmreholdere by the devieeo of distributing the profit& in. the form of' bonus shares, bonus 
deh«Dtures (lr IOlDfl other form whir.h, 8.8 the law stands at prc~t, are capital ~iptR 
and nnt inoome in the han.la of the shareholders, clivid<>nd Ia d~flnl!<l in sneh a way '!hat 
wherever the shareholders rent'live profits in any of sueh forma it can be heated as income 
fOl" tax purp08e8. Tlte dt"finition also eoTera the caRe where a Compsny ll'Of'B into liquida
tion and the a.ceumu11\~ ptoftts 1\re distributed by the liquidator t() thP tonmer share
holrlcrl!l. In~ome is tbm defined in BAet.ion 2, clnuse (6-C) to hldude a.uy dividend a.s de
finE'd in sec"ti.on 2, eln\188 (6-.A'), and also to include distributions from unrecognised Provi· 
dent Funda. Objorl$ o"<i, B""'"''· . 

Btt<'lkm 9.-'\\"., lut.vc rer--abt and expbllded the dt"finition ol!' H dividend," primarily in 
or<lor to •nsuTe t.hnt no distribution falling undor this Jw.ad shall be llaxecl unless th-
8 a ~oose of n8S('t8. U'u<l'"•r tlu' a.mt"nded deftnition. a debentt.~ will, when issued bB 
trtmU>d "" a dividend hut au ord'nary bonus share will not be liable t.o taxnlioe until it 
is a.(':tuaUy paid otT. Tht' dt"finition further aeeuree tha.t a~umulated pro1ita distrihut'& 
on the Uquhlntiou of tl~ coompo.ny t'haU on1y be included in diviltPnd for the purposes of 
taxf\tfOU, if th('y Brost' within Bix yoara of the liquidation, Clause (d) of the revised ,are.. 
finitioD provhlt"8 tor tht' M.se in wbieh a ~mpauy tries to disguise a diatribution of profit! 
as a f"NNuc."tion f.lf capital. Th4! wortls inse-tbed in the new sub-cls.u..C~e (t1) of elaUBe (11) 
of .... tlon 9 or tho Aot by ol._ ! ( •) ( iU) of th~ BiU merely makes a. eorrec>tioa .,...._ 
looked In tit& Bill, eed ~ry in viow of the rcviaecl wording of aeetion 10 of the A.t .s.,..,, c-~• .. R'P'"1. 

,s...,t;o, 1.- -(6·.-f) 'dh·id•nd' ao d•fined Dlllkee the dee.isioo of the Privy Cblm,il in 
,.,.,..-..,. ofl-~1"" "· .It~ llaN ofliOdid, (63 I.A. 457; 1937 (1) Cal. 180; 
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Or.n. 

(6-A) 'firm', 'partner' ani! 
'partnership' have tl1e same mean
ings respectively as in the Indian 
Contract Act, 1872: 

NEW. 
(d) any distribution by a com

pany on the reduction of its capital 
to the extent to whicJt the company 
possesses accumulated pro fits 
which arose after the end of the 
previous year ending next before 
the 1st day of April, 1933, whether 
such accumulated profits have 
been capitalised or not : 

Provided that 'dividend' doe.s 
not include a distribution in re.~
pect of any share iss1ted for full 
cash consideration which is not 
entitled in the et>ent of liquidation 
to participate ·in the surplus asse{.q, 
when s1~ch distribution is made in 
accordance with sub-clause (c) or 
(d). 

Explanalion.-The words 'ac
cumulated profits', wherever they 
occur in this cla?Lse, shall not 
incl?Lde 'capitnl profit'. 

(6-B) 'firm', 'partnt>r' ani! 
'partnership' haye the same mean
ings respectively as in the Indian 
Partnership Act. 1932: pro
vided that tlte expression 

NOTES. 
A.I.R. 1936 P.C. 238; 71 M.L.J. 525; 10 I.T.C. 39; 1936 LT.R. 239) in <regard t.o 
•lebentureo and of the Bombay High Court in Shah Mohanla! Cllhotalal v. The C0111'111is
.<ioner of Inot»ne-ttU, Jlombay PresidC11Cy IUid ..4de>t. (10 LT.C. 46) in ro~ard to reduo-
Hon of capital, no longer applicn.ble. · · 

ASREMBLY DEBATES. 

8ub·seotion (6-.d) Pr&~,iso. Mr. S. P. Chambe$.-,.c;;ir, aa I understand it from the 
Honourable Member's speeC'h, his intention is fu exclu<Ie' from the definiti(Jll of dividend all 
distributions in this form which are really distributions of shares which have been issued for 
\1ash of the same value, but, the exact e.~ssion used in the proviso is not V'6J'Y happy because 
the word cash may mean of ~ourse. one anna or one rupee for a large number of sha.Tes, and I 
root thnt the original rlefinition is such that it can only apply to n distribution caf shares for 
full consideration. • * • '* • I reserve the right there to make an amendment 
tp :m.R.ke it quite clear that what is intended is only that shares ~ued for fuU cash eonsi
dern.tion and not for one A.nna or two annas aTe let out. 

Mr; BhulabhRi, J, Desai .-Sir I oppose this unless the words are int rodu~ now
''full cash consideration.'' 

Mr. S. P. ChA.IDbers.-Yes. 
Sub-section 6-A, Ezpklnatio11- -The intention is thn.t at no time in no form should 

enpital be tru<ed. 
Section 2, suh-secti01~ (6-B) .-The inclusion of a minor n.dmitted Ito the benefits of 

partuership in tlte expression "partner" obviates further rr.eference to him in"the A<!!. 
Object& and Bea.tOff.B. 
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OLD. NEw. 
• partner' incl?/ldes any person who 
being a minor has been admitted 
to the benefits of partnership; 

(6-0) "income" includes any
thing incl?/lded in "dividend" as 
defonerl in clause (6-A) and any
thing whick under explanation 2 
to sub-section (1) of section 7 is 
a profit received in lieu of salary 
for the purposes of that sub
section an,tl, any sum deemed to be 
pro fits under the second proviso 
to clause (vii) of sub-section (2) 
of section 10 antl the profits of any 
business of insurance carried on 
by a mutual insurance company 
computexl in accordance with 
Rule 9 in the Sc'hedule; 

(6-D) "lnspectinq Assistant 
Commissioner" means a person 
appointed to be an bMpecfin.q 
Assistant Commissitmer of ln
come-tax under section 5; 

(7) "Income-tax Officer" means a person appointed to be an 
Income-tax Officer nuder section 5; 

(8) "Magistrate" means a Presidency Magistrate <>r a Magis
fu'ate of the first class, or a Magistrate of the second class specially 
E'mpowered b~r the Central Government to try offences against this 
Act; · 

'(9) "person" inrludes a Hindu 
nndidded family; 

(9) "person" includes a Hindu 
undivided ·family and a local 
authority; 

A<'t; 
(10) "preserihed" means prescribed by rules made under this 

NOTES. 
St'<IW..O 2, ... &-.•<ti.,.. (S), (6·D} .-Appellate .Assistent Comntissiooora, &lid 

lll8p00tlng Assistant Oommisaioners ._..., dellned aa the roeult ot the amendmeut to eeetioa5 • 
• ~,.,lioR 2, .,.b....,liot~ (11) .-The defillitioll of "previous year" is amended so as -
(1) allow au • ......., to have .. parate pt'Ovioua years for ""eh separah> eouree of in· 

(9) to preWtlt double aaseesm.Pnt ot the same profits when. the aasenee exercises the 
0pti00 fO t"hiUiog"e hia Hpftlvi018 year" for the firat timB a.fteJI his first ye&r Of RBI meDt;; 

(3) to pl't'vont -double ...........,.t of the same profits ill the ease of a nmy oet up 
bu~t\fl88; 

(.a) to ~ribe the "prenoua yeu" of the firm as the partur's "prferioas feU'• 
in ~~& of his ~aN. 
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OLD. 
(11) "previous year" means-

NEW. 
(11) "previous year" means 

in respect of any separate source 
of income, profits and gains-

( a) the twelve months ending on the 31st day of March next 
preceding the year for which the assessment is to be made, or, if the 
accounts of the assessee have been made up to a date within the said 
twelve months in respect of a year ending on any date othj!r than 
the said 31st day of March, then at the option of the assessee 
the year ending on the day to which his a.ccounts have so been made 
up: 

Provided that, if this option 
has once been exercised by the 
assessee; it shall not again be 
eJtercised so as to vary the mean
ing of the expression "previous 
yoor" as then applicable ro such 
asSessee except with the consent 
of the Income-tax Officer and u-pon 
such conditions as he may think 
fit; or 

(b) in the case of any person, 
business or company or class of 
person, business or company, such 
period as may De determined by 
the Central Board of Revenue 
or by such authority as the Board 
may authorise in this behalf; 

Provided that where an as
sessee kas·once been assessed in 
respect of a partic1llar .source of 

_income, profits and gains, he shall 
not in respect of that source exer
cise this option so as to vary the 
meaning of the expression 'previ
ous year' as then applicabl~ to 
kim except with the consent of the 
Income-tax 0 jj'icer and 11pon such 
conditions as the Income-tax 
0 /ficer may think fit; or 

(b) in the case of any person, 
business or company or class of 
person, bu.siness or company, such 
period as may be determined by 
the Central Board of Revenue 
or by such authority as the Board 
may authorise in this behalf; or 

(c) ~ere a business, pr~fes~ 
sion or vocation has been newly set 
up in. the financial year preceding 
the year for which the assess
ment is 'to be made, the period 
f1·om the· date of the setting up 
of the business, p-rofession or 
vocation to the 31st day of March 
next following or to· the last day 
of . the period determined under 
sub-clause (b), or, if the accounts 
of the as.sessee are made 11p to 
some other date than the 31st 
day of March, and the case is 

'not one for whic'h a period has 
been determined by the Central 
Board of Revenue under sub-
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OLD. NEw. 
clause (b), then, at the option of 
the assessee, the pe,-iod from the 
date of the setting up of the busi
ness, profession or vocation to 
suc'h other date: 

Provided that when such 
other date does not fall between 
the setting up of the business, pro
fession o.r vocation and the next 
following 31st day of Marc'h, ~t 
shall be deemed that there is no 
Pf'evWUS year; an.d 
when the assessee is a partne,- in 
a firm, "previous year" in lf'espect 
of his share of the income, profits 
and gains of the firm means the 
previous year as determined for 
the assessment of the income, 
pro fits and qains of the firm; 

'(12) "principal officer," used with reference to a lol'al authority 
<lr a company or any other public bOdy or any association, means

(a) the secretary, treasurer, manager or agent of the authority, 
1!ompany, body or association, or 

(b) any person connected with the authority, cQmpany, body 
or association Upoill whom the Income-t;ax Officer has served a notice 
of his intention of treating him as the principal officer thereof; 

(13) "public servant'' has the ·same meaning as in the Indian 
Penal Code; 

(14) "registered firm" means a firm registered under the 
provisions of section 26-A: 

{15) "total income" means total 
amount of income, profits and 
gains from all som't'es t.o which 
this Al't applit>s computed in the 
mannt>r laid d'own in section 16; 
and · 

(15) "total income" means 
total amount of income, 'Profits 
and gai.ns referred to in sub-sec
tion (1) of section 4 eomputed in 
the manner laid down in this Act; 
and 

"total worltl i11come" includes 
' . all income, profits and gatM 

u•he¥ever accruing or arising ex
cept income to tchic1!, u·nder the 
prot-isions of sn1J...section (3) of 
section 4, this Act does not apply; 
and 

NOTES • 
• ~...,..,_ 3, "'""""'""' (16) .·-Thf' definition of "toall m...meo• ia IUilOlDd<d and the 

<lauae aa amended ilaclud.,. a delini1lon of "lola! worid iDeoma" whicll ia ., ry for the 
p11rpooe of a.-iog Doa......;donta. 
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(16) "unregistered firm" means a firm which is not a register
ed firm. 

CHAPTER L 
CHARGE OF INCOME-TAX. 

OLD. 
3. Where any Act of the 

Central Legislature 
Charge of enact;· that income-

Income-tax. tS 
iax shall be charged 

for any year at any rate or rates 
111pplicable to the total income of 
an assessee, tax at that rate or 
those rates shall be charged .for 
that year in accordance with, and 
subject to the provisions of, this 
Act in respect of all income, pro
fits aud gains of the previous year 
of every individual, Hindu un
divided 'family, company, firm and 
otner associatiou of individ:nals. 

4. (1) Save as hereinafter 
provided, this Act 

Appli ca tion shall apply to all 
of Act. 

income, profits or 
gains, as described or comprised 

NEW. 
3. Where any Act of the

Central Legislature 
Charge of euactH that iucome-

Income-tnx. 
tax shall be charged' 

for any year at any rate or ratl•s,. 
• • " "' tax at that rate or
those rates shall be charged for
that year iu accordance with, and 
subject to the provisious of, thisc 
Aet in respect of the total income, 
of the previous year of every in
dividual, Hindu undivided family, 
company and local anthority, and· 
of erery firm and othe.r associa
tion of persons or the parf.n,ers of" 
the firm. or members of fhe asso
ciation individually. 

<l. (1) Subject tf! the provi
sions of this Act, 

Appli ""' tion the total income of 
of Act. • 

any premous yeat" 
of any person includes all income, 

NOTES. 

Sec.tion 3.-The object of the amendment is to enable assesRmcnt tto be made on 
individud partners of firms or on individual members of a.sSqciations of persons. [Sectiott 
23 (5), fCYr example, provides for direct ass •wnt of p~s.]: Throughout the 'Act tJlP. 

words ''association of persona'' are substituted for ''association of individuails'' in oztlei"- · 
to co,·er all ~s of associations of persons. Objeut.a f:Jnil Jleastm.B. · 

"We have inb:odueed a reference to u1ooa11 aUthority" since local a~hol1itli<!i will 
now be assessable t.o the extent to which the previously existing exemption giV4m by 
clause (t.fl) of sub·section (3) of seetion 4 of the Act js now being restriabed, " Selt-ct 
C&1TIIInittee report. ' 

Section 4.--.Applleatioo of the ..dot. See notes. under' section 4-..4 also. 
Bub-section (1) .-At pNlllont nnden the promiollB of section 4 the Act a.ppliea ,to 

income which aoorues or 3!l1ises or ir~ received or is deemed to accrue or ariae ar be received 
in British India and, in addition, in the case of a resident. to .income aecauing (Jl'l arising 
outside British India if received in or brought into British India.. The Bill enlarges th& 
scope of the section by including!----

(1) the whole of the foreign income of a. person resident and donlicilo.d in Briffish 
India whether brought int.o British India or not; 

(2) the whole of 'the foreign ineome from business, profession or vocation of a per
son resident but not domiciled in British India. whether b"tought into Britmh India. or not. 
'l1hc other foreign income of such a person rema.ina liable on1y if brought into Britfisb 
India. 

These amendments follow the provisionB of the United Kingdom law except in respec-t 
of the foreign income of domicilled and IISSident persons othED' tlla.n income from busi.ness, 
securities, stocks, shares or rents. Such income in the United Kingdom is taxed on ehe 
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OLD. 
in section G, from whatever sourcE> 
derived, accruing or arising, or 
received in British India, or 
deemed under the provisions of 
this Act to accrue, or arise, or to 
be received! in British India. 

(2) Income, <profits and gains 
accruing or arising without British 
India to a person resident in 
British India shall, if they are 
received in or brought into British 
India, ibe deemed to have accrued 
or arisen in British India and to 
be income, profits and gains of thE> 
year in which they are so received 
or brought notwithstanding the 
fact that they did not so accrue or 
arise in that year 0 

Provided that nothing con
tained in this sub-section shall 

. apply to any income, profifs or 
gains so accruing or arising <prior 
to tlie 1st da)' of April, 1933, un
less they are income, profits or 
gains of a business and are receiv
t>d in or brought into British India 
within three years of the end of 
the Y(>ar in wbieh th"Y aecrued or 

• 0 

arose: 
Provided furth(>r that nothing 

~n this sub-s(>ction shall apply to 
ineome from agri<'tllture arising 
or aeeruing in a State in India 
from land for wl1il'h any annual 

NEW. 
profits and gains from whatever 
source derived. which-

(a) are received or a1·e deem·· 
ed to be received in British India. 
in such year by or on behalf of 
such person, or 

(b) if such person is resident 
itn British Initia during suck 
year,-

( i) accrue or arise or an~ 
deemed to accrue or arise to hint 
in British India durin_q su<:h year, 
or 

(ii) accrue or arise to him 
without Bt·itish India durin.q such 
year, or 

(iii) having accrued or arise1t 
to him without British India be
fore the beginnin!l of such year 
and after t'lzP 1st day of April, 
1933, are brou.fJh t into or receivea 
in British India by him durin.rr 
such year; 01" 

(c) if such person is not resi
dent in British India. durinq such 
year accrue or ari.se or are deem
ed t~ accrue or arise to him in 
British India tl!uri.ng such year: 

Pr()'l,-ided that there s1wll not 
be included in any assessment 
for the year endin.q on the 31st 
day of March, 1940, both fhe 
amount of the income, profits and 
qains referred to in .~ub-clmtse ( ii) 

NOTES. 
remittaJH'& bnsia 'lfh('lrens the Bill prop08l'6 to tax it on the accruing or arising basis. The 
UnitOO. Kingdow provisions in regal'll to this claM of income w.erc not followed bee.ause in 
prat\t.iM thE'y hal"'t't gi\'Ml rise to diffi~.ultiea. 

An important omission from the amend('() au~tion (1) is the proviso exempting 
income frorn agrif'!ultnre in an Indian State., ObjeoU otad Bt(UCM', 

St<>fioti•.-"The fil'81 proviso nowly illaerted in el&use (c) nf prnpoeed sub....,tinn (1) 
of St't'tion. 4 ot the Aot. itt aimed at nmoving the p088ibility, now that in tltfo ease of !Hi
dent& th• ,....,ittnu<'t' bosis of tantion ill abandoned for tboe '""""'al bosia, nf both foreign 
rrnfit.s wbith ~ruM in th& prt"rioua ~ar and foreign profita wh.irh were remitted in tbe
P"''"ious year bf.ing IL&'Jl'SStld in the fiNt. year ahBr the ehange. 

The all~ lions made In thto ..,..ond provis<> Jllel'tlly clarify the <Ira fling. 
E.rp/moot1010 2 hRB no~ '-n oltt>~ bot the Comnjittee reeonls ita opinion in «>D· 

""-'ion with this l':.rplo""lio• tllat tho ~nm.l G'""'"""mt should approa<b His Majesty's 
OolWDlUt'nt to llntPnd tb~ OO'fttl'lllllt.l.Dt of Inttia A~ 1935. so as to makr. pensiODS pavable 
out of ~ndiaa. ret"enuea ~· to hdiaa ineome-'&lua • 

2 
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OLD. 
payment in money or in kind is 
made to the State. 

Explanation. -Income, pro
fits or gains accruing or arising 

NEW. 
of clause (b) and the amount of 
the income, pro fits and gains re
ferred to in sub-clause (iiti) of 
cla;use (b) but only the greater of 
these two amounts: 

P.rovided further that, in the 
case of a person not ordinarily 
1·esident in British India, income, 
pro fits and gains which accrue or 
arise to him without,British India 
shall not be so included unles.9 
they are derived from a business 
controlled in or a profession or 
vocation set up in Tndia or 11nless 
they are brought into or received 
in. British India by him during 
such year: 

Provided further that if in 
any year the amount of income 
accruing or ari.9ing without British 
India exceeds the amount brought 
into British India in that year, 
there shall not be included in the 
assessment of the income of that 
year so much of such excess as 
does not.exceed four thousand five 
hundred _lf'upees. 

Explanation 1.-Income, pro
fits and gains accruin_q or arisin17 

NOTES. 
Ea:phu&ation 3, newly inserted by .us, has . the effect of making liable to BU{¥'r-·tl:Ls: 

. dividends paid ontaide British India in so far as th"7 ..,.. paid out of protlts subjected 
to incom&-ta.x in British India.. It 'l.lso makes it cloo.z·that refunds of incOme-tax can be 
ola.imed on such dividends. To the extent to which tans Explanation enlarges the taxation 
imposed urOOm the Bill we recognize that it is not covered by the sanction accorded to the 

Bill before introduction, and so requires sa.netion before it ean l".e mov~d in the House. 
We have received a.n a.ssunmce that administrative arrangements can a.nd wiU be 

made to obvi&te nny hardship that migbt be imposed, in C<>Mequmee of the cl>aage to the 
accrual basis of taxation, on persons prell'eD.ted by laws in forc:e in the country, where 
theu>Iiioney ma.y"""'be lying from remitting money to British. India as and when they wish." 
Select Committee BF-port. 

The variation in the system of assessment of foreign profits from the 'remittance basis 
into the accrual hasis in t.he case of residents, mak.ea the nuni.Cl"OU.S JeejsionB relating to 
the receipt of foreign profits hereafter inapplicable except in regard to profit& wrich 
aoorued outBide British India. from 1st April, 1933, are received in Br.itish India. and have 
not been taxed on the aoor.ual basis. 

The 'deletion of ela.use (-v) of sub-section (3) does not mean tilat the IUn<nmts 
mentioned therein w·e liable to tax. The observations of their Lordships of the Privy 
Council tho.t such swus eo.nnot be .egarilod as income, (59 I. A. 206=.59 Cal. 134&=63 M • 

. L.J. 124=1932 P.C. 138=6 I.T.C. 178) hold good to the extent to which ;they are not 
.otherwise made taxable by ttpec:ifie provisions~ 
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without British India shall not be 
deemed to be received or brought 
into British India within the 
meaning of ihis sub-section by 
:reason only of the fact that they 
are taken into account in the 
balance-sheet prepared in British 
India. · 

(3) This .\ct shall not apply 
to the following classes of in
eome:-

NEW. 
without British India shall not be 
deemed to be received in or 
b.rought into Briti.~h India within 
the meaning of this sub-section 
by reason only of the fact that 
they are taken into account in a 
balance-sheet prepat'fld in Bt·itish 
India. 

Explanation 2.--lncome which 
would be chargeable under the 
head 'Salaries' if payable in 
British India and not being pen
sion payable without India shall 
be de.emed to accr·ue or arise in 
British India whet·ever paid if it 
is earned in British India. 

Explanation 3.-A dividend 
paid without British India shall 
be deemed to be vncome accming 
and arising in British India to the 
extent to which it has been paid 
out of profits subjected to income
tax in British India. 

(2) Fot' the purposes of sub
section (1), where. a husband is 
not resident in British India, re
mittances received by his wife 
resident in British India out of 
an,r1 pari of his income u·hich is 
not included in his total income 
s'hall be deemed tn be income ac
cruing in British India to the 
wife. 

(3) Any income, profits or 
gains falling within the following 
classes shall not be induded in the 
total income of the person receiv
in,q them:-

NOTES. 
EqiaMti.Ja 2.-Judlaial dor.lai0118 on dle questi011 of the liability to tax of inooma 

from "ealMieo" make it D""""""'7 to make the 8lll'lling of the lllllaly in British India 
the baaia of the liability. Only ponsi0118 payable without India ue exclndad. 

Sv6._,;, ( 2) makeo tuable tho ramittaneea made by a non-resident huband to 
a reeidNl&: wife. 

Sv6._1ioa (S)-E.-pl-t-
C"- (i-a) .-The exemptiooe in the Aot & -t do not in tonne apply to 

inoomo from busi....., <erried on by roeligioua or ehuitablo ID!titutlcms though in proeti.., 
rueh ext'Dipticm Ia &i"""· Thio am~t gi- legal authority tar the praeti<e bnt 
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(i) Any income derived from property held under trust or other 
legal obligation wholly for religious or charitable purposes, and in 
the case of property so held in part only for such purposes, the 
.income applied, or finally set apart for application, thereto. 

OLD.. NEW. 
( i-a) .Any income derivet! 

from business can·ied on on be
half of a religious or charitable· 
institutio-n when the income is ap
plied solely to the purposes of the
institution and-· 

(a) the business is carried on 
in the course of the carryin_q onf 
of a primary p7trpose of the insti
tution, or 

(b) the work in connection· 
with the business is mainly carri
ed on by beneficiaries of the insti
tution. 

(ii) Any income of a religious or charitable instituti0111 derived 
from voluntary contributions and applicable solelv to religious or 
charitable purposes. · 

(iii) The income of local (iii) The income ()f Joc·al 
authorities. authorities except income from tr 

trade or business cr~rried on b:lf 
the authority so far as that in
come is not inco»'f' arising from 
the supply of a commodity or ser
vice within its 0101 jurisdictionaf 

( iv) Interest on securities 
which are held by, or are 1ihe pro
perty of, any Provident Fund to 
which the Provident Funds Act, 
1897, applies. 

(v) Any capital sum received 
in commuta ti()n of the wh()le or a 

area. 
( iv) Interest on securities 

which are helrl by, or are the pro
perty of, any Provident Fund t& 
which the. Provident Funds Act, 
1925, appl~es. 

( v) Omitted. 

NOTES. 
t:.onfl.nes the ~ptil)n to cases where the business ac.tivities art! in t1temselves a r>rima.ry 
purpose of the institution or the work in conneettion with the business is mainly carried' 
on by the beneficiaTies. 

Clawe (iif) .-At. present all income of local authorities is exempted. If a local 
authority makes profits from supplying a commodity or service outside its jurisdietion iti 
is considered that exemption ah.ould not be given to those profits and this amendment g'ivreB 
effeet to that view. 

Sub-section (•).-·The Privy Council in Slim< Wal14c• cas<>-6 I.T.C.: 178) baa ruled 
that capital sums received in commutation of pension or as consolidntted compensation ~ 
deo.th or injuries or in payment of a.n insurn.nce poliey or ns the aoomnulated balanQe
.from a Government Providen.t Fund could not in any scheme of taxation be regarded as 



H. 4] THE INDIAN INcOME-TAX AcT, 1922. 13 

OLP. 
portion of a pension, or in the 
nature of oonsolida 1ied compEmsa
tion for death or injuries, or in 
payment of any insurance policy, 
or as the accumulated balance at 
the credit of a subscriber to any 
such Provident Fund. 

(vi) Any special allowance, benefit or perquisite specifically 
granted to meet expenses wholly and necessarily incurred in the per
formance of the duties of an office or employment of profit. 

(vii) Any receipts not being receipts arising from business or 
the exercise of a profession, vocation or occupation, which are of a 
easual and non-recurring nature, or are not by way of addition to 
the remuneration of an employee. 

(viii) Agricultural income. 

(iJ·) Any income received by trustees on behalf oi' a recognised 
p1·ovident fund as defined in clause (a) of section 58-A. 

In this sub-section "chari
table plll'J.lOSe'' indudes relief of 
the poor, edn<"ation, medical relief, 
and the advan<'ement of any other 
objet•t of general publie utilicy. 

In this sub-section "charitable 
plll'J.lOSe" includes relief of the 
poor, education, medical relief, and 
the advancement of any other 
object of general public utility, b~&t 
nothing . contained in clause ( i), 
clause ( ~o-a) or clause ( ii) shall 
operate . to exempt from the · 
promswns of this Act that 
part of the income of a priVIate 
reliqious trust which does not 
enure for the benPfit ~Jf th~ public. 

Residence in 4-A. For the pur-
British India. poses of this Act-

NOTES. 
iuootne-. Specific e-x~mption tl~refore is superfluous and the provision is delated. 

The IUilen<lment added at tho end of sub-eection (3} is designed to prevent the 
nbuse of tlte ext'mption given to the income of religious trusts. It preaerib.tl tha.t the 
N81Uption shall not be given to ineome of a pri~ Teligiou trust wbieb does not enure 
to the ben•HI of tho publie. 

NI!.'W BECTIO.V 4-~ ·-"Owing to the eolBJ"gemen~ of thesoope of section 4 of the Aet 
hy · Olause 4, of the Bill, residt'Doo and domi<"ile have to be dE"Jined for oertain eaeee and 
tln•y ""' dofined bore. ObjC.f.l ootd B.....,.... 

S•tlliolo 4·.d .-The obange made in the drafting of o1auoe (a} of rropooed seetion 4·A 
of tho Aot adopts the wording suggooted in the lDcOJneotaJ; Enquiry &port; 1936. 
which is heoed on dra.ft elause 6 of the draft lnl'ome-ta>: Bill appended to the -...port of 
the United Kingdom Ineom .. tax CO<!Uioatiou Committee P"""""ted iQ Parliament in April 
1936. The ·~• in clouoe (b) of th• aoetion m<>rely omits the WOI"d ·•.,..,tn).~ 8-Z....I 
l-••11•• /l<!pOrf. 
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OLD. NEW. 
(a) any imrli·vidual is resident in 

Britis'h India in any year if he-

( i) is in British India in tkat 
year for a period amounting in all 
to one 1vundred and eigkty-tw() 
days or more; or 

NOTES. 

The distinction be1tween ''domicile'' and t'non-domieile'' is removed and replaced: 
by distinction between "Resident" a.nd 11not ordinarily resident." 

Sectiona 4 (1), 4-A n.nd 4·B proved the most important and oon:tentious provisions in 
the Amending BiJ.l and at one time the entire fate of the Bin depended on thlese provisions. 
The eeetioilS as 1ina.lly passed are the result. of compromise. 

The Changes in the Assembly are as regards three. important matters-
(a) Om.itt.ing the distinction between 'domicile and non-domicile and introduc.ing,. 

instead the distinction between n:!8ident and not ordinarily resident; 
(b) Change in the definition of residence regarding companies; 
(c) Exemption of Rs. 4,500 from ta.x in Tegard to foreign income not remitted to 

British India. 
The object and scope of the '.!hange w:iill appear from the following extracts from the

ASSEMBLY DEBATES. 

Mr. Bhu.la111lai ,T. DesaA. :·-u * * • All I say is this that what we wanted was that 
those who reside here, without technically changing their domicile long enough alliOI with suffi.. 
cioo.t continuity, ought not to- geq away with a. plea. that none the less theil'l domicile is some 
put of England. That is the real point at' issue • * • All I want to oonvey is that tJtese two 
words "resident11 and "ordina.rily resident" are merely technical e.'tpl"essiQns by means of 
which you inten·d t.o represent all the qualifications of one as distingUished from the other. 
That is the only purpose of it. But it serves one impa:rta.n.t purpose" from the point of 
view of the objective which I. had, namely, it gets rid of the .issue of domicile of Olrigin, as 
the constitutional lnw would have it. The domicile of origin is Englanrl at his birth 
eJthough he may remain here for fifty years. He is still able to say, during t11EI interval 
and even alter his dE>:at.h, that his domicile still remains in England. That was the main 
l'rnpoee that I had in view. . 

Ultimately we began to J~eU.lise that &QIIle method must· bo found in order to be able
to attract for the purpose of taxation ~ithin the seope of the Adt, su<'ll eompanies wMch 
teehniea.lly, that is in a lega1 sense, might be resident, that lis might be registered, but;whoee 
central control is in tl1e United K.ingdom, but the bulk .of whose business--e.nd in 1lh.is e~ 
51 per cent. of their profits of the year---is here. After all, you can only draw a line some
where and we hnd to draw a. line, and the liiiiB that we have drawn is thalbany company,. 
whatever its place of Tegistra.tion, whatever its place of central control, whose wol'lld profits 
in the proporti011 of 51 per eent. in any yea.r are made in this country, will eoa:ne within 
the scope of the Aet and will have to pay the tax aCC'ICXI'dingly. Therefore shortly stat-ed, 
what we attempt~d to do was this, without a.tltempting to be technica.l: FiTstly, lthat we 
should abolish all clistinetion between domicile nnd non-domioile nnd thereby everybody, 
who made his fortune here in a. substa:n.Hal sense and remained hem a.nd continued to be 
so should be protected. That applies to individuals. As regards the compa.nj.es, as I 
have already statal, we judged that not so much by central control 011 even by its plaee 
of registration, as by t.he faet that the bulk of ita fortune 'Was being made from year. tb 
yen.r here. 

• • • • 
When you come to the small trader, as I call him, the arnendmenitB win elee.rly 

show that any trader who is not ordinarily resident at aU, does nab come 'W!ithin the scope 
of the Act ft.t all. That iR the man who has left India. s.nd who is awe,y in, say, Africa 
&11 the time and who b.n.s been ma.ny years away, who has n'o.t\ even perha.pa a dwelling 
houee or even a thatched roof in a. village. For aueh a. man the Aet does not provide • • • 
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OLD. NEW. 
(ii) maintains or L~ 

ed for him a !lwelling 

NOTES. 

15 

wi!ntain
plaoo in 

Then BB regards resident Indians, we have .taken a. further step a.nd my honourable
friend Mr. Jinnnh insisted upon that point nlore than once that our social balms and our 
ways are different. Notwithstanding the fact that we may bA in foreign countries, we
come back here fol" observance of eeremonies includ1ng death, marriage, ete., and therefore 
we ha.ve provided tha.t & man would not become ord.ina.rily rtlS.i.dent even though roughly, I 
am talking of the av.erage case, it is 24 months in seven years and that is a. littlo more
than three mont.hH every yea.r, tho Dl8Jl. comes 11o India. and resides. Tho man is a. non
resident and does not eome within the provisions of this Aet. Though lloe resides every
year far three months in India, he ;a not within >the Act • 

• • • • 
Then co~DE"S the man who operatefl from India. with business here a.n.d elsewhere. It 

io that lDI1I1 who hno been talking loudly. It is that ma.n undoubtedly whom ...., want t<> 
co.tch. 

• • • • • 
On the top ol that we hn.ve f11rther, at aM events, as paTU of the agreement provid· 

ed that a. sum of Rs. 4,500 in addition to the exhibited incnme in India should be mad& 
fiax free. Supposing a man haa income both in India a.nd foreign countries, ~hen out o'f' 
his slab of foreign income fOl' tile purpose of csJ,cula.ting the tex, a sum of' Re. 4,50(} 
would be deducted. In other words, a mnn up to the time be makes an a.dditi$8! inoom& 
of Ra. 400 a month in foreign income, is not te.xt'ld. 

Mr. A. • ..dikman:-·The amendment befoi'e the House alters -the aeoond proviso to. 
c1aUSA 4. It remona the old diz;tin~tion between domioile and non domicilo and replaees it 
wit.h the d.istinctJ.on botwt~n resitlents on the one hand and those who a.r.c not ordin~Lrily 
resident on tJ•e other hand, that is to say, a.ll persons who normaUy reside a.n.d work 6n 
this country will, in the ma.tter of taxation, be treated on (!;he . au. me tooting. 

TM HoiiOtW<<ble Sir JaWUJs Grigg.-Sir i will do my beot to solw conundrums. 
In the :ftrst plact>, we were trying to cover rather compendiously two en£birely differPnt 
ol8588B ot casea. firstly the European official or the trader for thot! mwttor in. ~e early 
years of his stny in India before it haa become establiahed that his cw:eer is in India. 
'rhe other is tha ea~ of the Indian trader abroad who has a.n aooeatnl. home in India to
visit irregularly but posoibly enough to become technically reoidnnt in every yeo.T. Tlu• 
conditions to be BBtisfied are oumulative, that is a man haa to be resident in nine ·ou.t bf 
ten yt\&1'1 preceding the yenr of fl:l'sessmt'"D.t. Now tha.t means that thm·c are. three 'ways in. 
whic-h a man can broome resident. He ran beeome resident by being in the country tar 
six months, he can berQffie resident if be has got a bouse in the Country and cornea here
for one day; hfl l~an be<'.ome resiPent in a )'l'&l' if he is here for a day, if he hae bemt. 
here before that yeur for one yea:r1 out of four •.e., a regulnr visit of about three moJ#,ha 
a yoo.r. Any oue of tlKee definitions of "resident" or one or ot:Der of these defi.niti~ 
of 1 'resident' ' bas got to b8 sa.tisfied. in nine out of ten years. Then you come to the 
aeeond wing, 00 the ease where a ma.n become& a resident technicaJ.ly in evel'LV one of the 
ten years although his visits are ,.8ry short and he booomes rmid.o:Qt in the main in faet 
entirely, bocausc be keopa an anoeetral house in British India; and thtlrefore n"'- he is 
in In<lia for a oubota.nt.ial period over oeven yeara he Ia to be l"llg&rd"fl aa not ordifUU!IIy 
,.,.id<mt. Tbnt "'R8 U1e objoetive which the Leader of the Mu.slim Loagne party had, that 
:Ut., to eut out tJ•e Indian tmder whose eonneot.i.on with India had become tnther a.tbenuated 
and only enstool at all bo_,_.,,UMI he had a.n anceoiTal house and eame baek 1lo lt at add 
intervals for short pt'riod•. So thnt a man is not ordinarily ,..;dent unleos hesa.tisJiN both of' 
those conditions a.ntl hotb of tho:se ennditiona amount to saying that heo must have beftt 
rtwti<l~t in nine out of tea )'M."I"ll au.d he n1ust hawe beell here for substa.ntiul periods in the 
prooeding eevt-n )'t'"ti'S. And those are the erit.eria we have invent.qi to eover two difl'erent 
typ..• of ea9l'!IS. Tht"re aN two t.asea in whieh a man may ~·me I'Mident by being in 
1 nuia for a Bingle doy for .. tax yeM. The - ia that he haa go4o a fumiahed houao and 
ho ...,upiea it an<l the oeoond is, if be has - a rogulN- visitor for .subota.nti&l ~odtr 
for four )'liU'!I J>n.>ceding that ,......, and the oritorion for that ia that he haa - bere for 
one yow in the p.....ding four. And in both .... a DIIUl eo.n llechnieall;:r t-ome ....Udent 
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OLD. 
British 
periods 

NOTES. 

NEw. 
India for a 
amountin.fJ in 

[S. 4-A 

period or 
all to one 

by being in the <".ountry for one single day. And you cannot ('X<'lude dte ra:.ther absurd 
ext..-eme ease where a man has b~n hera for (sa.y) one day in niu.e yenrs out of 'rhe 
prC('cdJng ten and bPMmee ordinarily resident by tha·t criteria nlone. And tltat was the. 
.objecti-re which not only Mr. Jinnah, but the Leader of the Congress Party bad in mind, 
to cut out the pi"l'son whose conneetion with Ind6.a. had becorn.'3 so att.f'D.ua.ted as to be 
-non-existent. 

Mr. S. Sat.yamurti:-Are these aeeumulativ.e or alterna.tive eotulitionsf 

The Ron.mwable Sir Jcvm.es Grigg:-They o.re accumulative. * * "" The reason 
"lVl1y it was put in the form of an accumula.tfion of nega.tives is that it was diseuseed la.t 
gr~at length and I think the general consensus of opinion· was "!Jhat in :order to gett an 
:aecumulation o.f conditions only nsing positives it wiU be necessary to complicate the 
prol"isions and thn.t this w~s fl. more compendious way of doing it. * • • 

COUNCIL 01' STATE-DEBATES. 

The Bon., Mr. S. P. Chambers:-Undar the Bill as it now comes to this. Council, 
tax·paye:nJ are Uh·idecl into tlll'ee classes. First, there are .the non-residents. They pay 
tax only on the income which arises in Briti&h India. Then there are the persons who 
are resident but not ordina::rily resident. They pay: tax on the amounts whi(•h arise in 
India plus the amount of their foreign income which they bring into British India.. And 
then, finally, theJ."e are those who Me both rf&deut and ordinarily resident I will come 
to the way in which these classes Rl\6 defined in a moment. But this last ·<'lass pay tax 
-on the income which arises in India, on the amounts lthey br;ing to India and also on the 
.amounts whil'h artise abroad o.nd! whieh have not been brought into India, with a. deduction 
fTom this lnst clnss of income of Rs. 4,500. So much for the inciden~ of taxa.t.ion 
between these tbr&? classes. I think the chief trouble has arisen nOt so mul'h in 'under· 
-standing that but in understanding the di:ff6l'ences made between the classes, the ffianner 
in which the different classes have been deflnal. This matter is dealt with ... • * in 
sections 4-A smd 4-B. Now uf¥ler the new section 4-A a person is resident in 
British India if he satisfies one· of the three conditions~ First ·of all be has to be 
r~ident in British India. (or rather actualiy in British India.) for a.t le-ast half the year. 
That is one condition. Secondly, if he has a house in Brit;.sh India maintained for at 
least half a yetU" and visits the country far any time during the yea-r, however small th& 
1-~eriod may be he may be here only two or three da.ys; he would dten he rt>garded a& a 
r-esident . And thirdly, if in the preceding' foUT years h.fl has been in British India. for 
-n.t least 365 days, lte will be regarded 8.8 resident. Now that differentiates residents from 
nf)n-residents. \\~e \\'ilJ have to keep those three conditions eneti.Teiy se-parate from the ~on-. 
ditions which are dealt with in the second seebi.on, seetion 4-::S, which dctincs persODB :Who 
n.re ordinarily resident. Now under 4-B n person in ,order to 00 ordinarily n~sidPn.t must 
have been a res.ident ns defined in 4-A for at least nine out of the ten p11l"Ce«<ing ~11.>&1'8 and 
must also have been in B1·itish India for at llea.-,t 730 days (that jg to say twoycars), in 
the proevious seven years. Both these conditions have to be ~tisfied. If I gn~ one or two 
illustrations, perhaps it. might make the thing clearer. First of all, let us !ltke the ease of 
-a Sindhi merchant ; I mention the Sindhi merchant because that is a. el858 aff(>cted, who 
1118i.ntaina a house in British India, trades abroad and (',.omea back reg,tl;U'Ily r"fe-ry year. 
He will clearly be a resident of British India, blit unless he has a.lso been fe~n i30 days 
l)Ut of the past se-ven years in British India. he will not be also ordinaTi!y re~id~. He
would just be t.rcnt.ed as a pe-rson resident but not ordinarily resident, and will pay tax 
on the income in British India. plus tho incpme arising ablbad which hag be-en rl'mit.ted to 
British India.. Then, if you take the ease of a European m('mber of thl' Indian <.:lvil 
Service who baa been 1tare for eight years, he will be regarded us not ordinarily rft:li.W;>nt. 
be('-&UBe quite clearly he hat~ not been l't"sidt.>nt in Rritish India f01· nino out of th<- previous 
ten yca.rs. Rut his colleng.te, als01 a European member who has been here 12 years, and has 
only ha.d s1tort poriods of leave, eight or nine months a.t a time will be regardt-cl both as 
1esident and ordinarily resill<ent. In ordt.>r to escnpe a person who has heen r~ident here 
for more tha.n ten yt"a.rl!l will have to be out of the country for the whol~ of two complete 
income-tax yenl'S; otherwise the \!ondition of ordinary residence \\·ill apply to him. 
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OLD. NEw: 
hundred and eighty-two days or 
more in tkat year, IJ/1/J(} is in British 
India for any time in tkat year; or 

(iii) having witMn the four 
years preceding that year been in 
B·ritish India for a period of or 
for pe.riotJJs amounting in all to 
three hundred and sixty-five days 
or more, is in British India for 
any time in that year otherwise 
than on an occasional or casual 
visit; 

(b) a Hindu undivided family, 
form or other association of 
persons is resident in British 
ll~dia unless the control and 
tnanagement of its affairs is situ
ated wholly without British. I nrlia; 
and 

(c) a company is resident in 
British India in any year (a) if 
the control and matt.agement of its 
affairs is situated wholly in British 
India in that year, or (b) if its 
income arising in Bt·itish India in 
that year exceeds its income aris
iltg without British India in that 
year. 

Ord.inu'y .... 
e~denee. 

NOTES. 

4-B. 
purposes 
Act-

For 
of 

the 
this 

So far r have been dooling with tho quootion of rooidence in ito rel&ti?n to indhiduals; 
but an bnportant ohnnge bas been mndo in defining wha.t we menu by 11. oompany resident 
In British In.dia. In tho pa.st a eompany wa.s regarded aa resident in British India unlooa 
Ita control and mnnugelll<lnt was situated wholly outRide the eountTy. The Bill a.dda 
uotltor eondition 1md 81\ys that a eompany shall be regarded 88 rsident if its control a.Nl 
manf\gt'mmt is h~re or if more than half ita income arisel!l here. That ia k ahange which 
ha.s bNm.. nuule in thtt- ANWt.mbly and the efl'eot of tha.t U. to bring within tJu~ !lrQJl(' of 
the A('lt those companies 1\ hieh hnvP. mMt of their trading Mtivitiee in India :Wt. whieh 
ha.., their teohDioRI eontrol in tho Tinil>ed Kin!11lom. By teehnioal oontrol I mean eontrol 
•• It baa been inl•rproW in the Courts, tho eontrol ot tho Board of Dtroot.<ml if tho 
power of •ontrol i• ""'t..d in that Boud. It thoae meotinpl! are all held in Lolllloa, then, 
notwithatanding the •xishmoe in India ot la.rg-e huildinga and moot of their bllllineao here, 
tltt.'b tt'thnit'nll:r that ('()D\pally will be ftg&Tdrd aa resident ia the t'nittlll Ki11.gdont and Dot 
H8id<>nt In India, Th- eompa.uioo paid in the past 'Oil tho inoome arising hme, hu~ ~ 
did not pay 011 tho ineorne o.risiug &bread, the UDil>ed Kingdom or -h.....,, That ia 
rather an imp01'tAnt t-hange. FOl'tunateJy few & eompany H..-:Jina.Joy rm.idtoa.~" is the 8IUil8 

u '• J'MJ:dt>nre' '. 8o thEI'O is no f'urther ('ODlpli•tion. here' 1 • 

S<oo«oa 4·B .--&. DOtoo und,.. -t:i011 4-A. 

3 
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(a) Clln individual is 'not or
dinari/.y resident' in British India 
in any yoor if he has not been resi
dent in British India in nine out 
of the ten years preceding that 
year o.r if he has not during the 
seven years precedin.Q that year 
been in British India for a periotl 
of, or for periods amounting in alT: 
to, more than two years; 

(b) a Hindu 1tndivided family 
is deemed to be ordinarily resident 
in British India if its mana,qer is 
ordinarily resident in British 
India; 

(c) a company, firm or other 
association of persons is ordin
arily resident in British India if 
it is resident inllrilish India. 

~~~~~:~ .. ,: . 
CHAPTE~R- .-·~ .< •lJ····- · / \~ \J ... . '·•' .. .f. 

INcoME-TAX AuT · · ~~s:· · · '::. .. · 
1 , . . 

5. (1) There shall be the 125. (1) Th~re shall b"e.fhe fol-
following classes of .:~o '. . lou'ing .clas:ie6 ~fIn-

Income..tax 1. t h 't" R>cdme.tnx t · - ,, .. 
th 'ti ncome- ax aut on reR nui-r.·cirlties . come- ax ._alhflt.,nt·t.es au on es. f . ... .2 • _ ~. ·r 
· or the purposes of thrs "· •. : .... ~ :Jpr. .f'be~ fnrpposes of 

Act, namely:- this Act/·imm..el1Ji- _,/ 
NOTES. 

asECTION 5 deals with Income-tax authorities. It has been decided to di\\id~ 
Assistant Commi~ioners of Ineome-tax into Appellate Assistant Commissioneors • and 
Inspecting Assistnnt Commissioners and to place the foPmer under the control of th& 
C'-Antral Board of Reveuue. Objects and Reasons." 

Section 5.-The addition made to sub-section (2) o~ section 5 of the Aet ta intcnrled 
to make poesible the establishment a.t a. oontral or 'headquarters smt.ion under the Centtror 
Board of Revenue of specia.l b:r'anches for work of special iliffi.cuJty or importance. The
change made in sub-section (7) i.q consequential on the prOvision made in sub-section (2) 
for the existence of OornmissionE> .. rs of Ineome.-tax whCASe jurisdiction is. n<Jt "defined by 
a!"en.s. The new sub-section (S) inserts a. provision oonta.in.ed in the English law E:xpli
citly aastriing the controlling power of tho superior Revenue AutJaority over §ts offic.ers. 

Provision originally made in the Bill for appointment of Jncome-tnx Illilpectors who
are to have powers 1..o -enter preJnises of a.ssessees to make enqu:ries, examine books, et<'., 
bRS been omitted by the Assembly as a. result of strong opposition. 

COUNCIL OF STATE-DEBATES. 

The Hon. Mr. 8. P. Chm-abera:-"Then clause 5 8llso providee for the setting up of 
a headquarters stoW. In regard to this I might say that there is in Ind·ia a.t pre6ent no 
staft' at hea.dqu.artors eompa:mble to the techn.ic:al sta.ff a.t Somentet H9nse wh.i('h oontrols. 
and advises the whole of the ineome-tax staff throughout the United! Kingdom. The objE>Ct 
in having such a. staff, fll'6t. of nll, is to impose a. more thorough check upon the imp~i
tion. of penalties. The Bill provides, as I have already IOOntionell, for mneh larger pE>naJ
ties and penalties which may e-xtend back to eight ye8.TS. 'Veil, it is felt that responsi~ 
bility for imposing such penalties, which can of· COUT88 be very large in some C88es. should 
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(a) the Central Board · of 

Revenue, 
(b) Commissioners of Income-

tax, · 

(c) .Assistant Commissioners of 
Income-tax, and 

(d) Income-tax Officers. 

(2)• • • • • 
(3) The Central Government 

may appoint a Commissioner of 
Income-tax for any area specified: 
in the order of appointment. 

(4) The Central Gov·ernment 
may appoint for any 11rea as many 
Assistant Commissioners of ln
c'ome-tax and Income-tax Officers 
as it thinks fit. They shall per
form tlwir functions in re&pect 
of su~h Jl('rsons or cla~ses of per-

NEW. 
(a) the Oentt·al Boa;r.d of 

Revenue, 
(b) Commissioners of Income

tax, 
(c) .Assistant Commissioners 

of Income-tax who may be either 
.Appellate .Assistant Commis
sioners of Income-tax or Inspect
ing .Assistant Commissioners of 
Income-tax, 

(d) Income-tax Officers. 

(2) The Central Government 
may appoint a Commissioner of 
Income-tax for any area specified 
in the order of appointment, and 
may appoint Commissioners of 
Income-tax, not more than three 
in all, each to discharge, without 
reference to area, and to the ex
clusion of any Commissioner ap
pointed for any area, the functions 
of a Commissioner in respect of 
any cases or classes of cases 
assigned to him by the Central 
Board of Revenue. 

(3) The Central Government 
may appoint for any area as many 
Appellate or Inspecting .Assistant 
Commissioners of Income-tax and 
Income-tax Officers as it thinks 
fit. 

( 4) Appellate Assi-•tant Com-

NOTF:S. . 
not rt~~~t ootirely on the lora) ofll.("~r, but there should be aome syste-m of centrally eon.trol
ling p«>naltie8. Ro some oftle~re u.re l"eqUired to uvet;" pe-nBil.tieH througbou.'t the country. 
ThE'n th6l'e a.re aomE' as.~menta whie.b we ha~ found have been rather badly handled, .not 
~nuseo thP offit"t'lr is Dfltlt'Sl'1CRr0y unintelligE'D.t or lazy but beeause ht' la<-118 lthe Deef"SS8.1'Y 
~trn-al t-quipment. In tht- United Kingdom sueh D.l&ttera as the 8Mt'6Slnent of insuranee 
oompani.., banks and 1"11!" finan<inl hn...., .,.., dealt with, maiDly dealt with in one plaee 
onl~-LonJon. But th(llt't' is at hand aonte one or two perso:os &t SomeTSt"t House who are 
really €'XpeortB in tltNP rliffil"ult mattN"R, and in that way t.be u.SSl"'!tSments on those large 
NUll'& ha.ve boon dC'alt with more <'R'lleti1'ely aud more eftkiently in the United Kingdom 
thiW tlteoy hal"'e lx-tou hN'e'. Hut the fault does not lie eo mul"h wjth tho Officers as with 
the ~~o~m in !tulia whif'h dOtB not proTide for spe<':ialista, and it is hopE'<) that by havin~~J 
one or two penona h..., for thit! puJ'PO'II' the Go91!nllllent •ill not )..., hwge sums of 
Mont'"Y through ignorant'IIIJ or inetl'ieiney. '• 
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sons 3lld of such incomes or classes 
of income and in respect of such 
areas as the Commissioner of In
come-tax may direct and, where 
two or more Assistant CollliiiiB
sioners of Income-tax or Income
tax Officers have been appointed 
for the same area, in accord3llce 
with any orders which the Com
missioner of Income-tax may make 
for the distribution and allocation 
of the work to be performed. 
The Commissioner may, by 
general or special order in 
writing, direct that the powers 
conferred on the Income-tax 
Officer 3lld the Assistant ~om
missioner by or under this Act 
shall in re&pect of any specified 
case ~r class of cases, be exercised: 
by the Assistant Commissioner 
and the Commissioner, respective
ly and for the purposes of any 

' ' . h d case in respect of whiCh sue or er 
applies, references in this Act or 
in any rules made hereunder to 
the Income-tax Officer and tlhe 
Assistant Commissioner shall be 
deemed to be references oo the 
Assistant Commissioner and the 
Commissioner, respertively. 

NEW. 

missioners of Income-tax shall be 
under the direct control of the 
Central BoQ/Td of Revenue wnd 
shall perform their functions in 
respect of such persons or classes 
of persons and of such incomes or 
classes of income and. in respect of 
such areas as the Central Board 
of Revenue may direct, and, where 
two or more Appellate Assistant 
Commissioners have been appoint
ed for the .same area, in accord
ance with any orders which the 
Central BoQ/Td of Revenue may 
make for the distribution and 
aUocation of the 1110rk to be per
formed. 

(I?) Jnspecting Assistant Com
missioners of Income-tax and In
come-tax· Officers shall perform 
their funetions in respect of such 
persons or classes of persons and 
of such incomes or classes of in
come and in respect of such areas 
as the Commissioner of Income
tax may direct, and, where two or 
more Inspecting Assistant Com
missioners of Income-tax or ln
cometax Officers 'have been ap
pointed ior the same area, in 
accordance with any orders which 
the Commissioner of Income-tax 



s. 5] THE INDIAN INcoME-TAX AcT, 1922. 21 

OLD. 

(5) The Central Board of 
Revenue may, by notification in 
the Official Gazette, appoint 
Commissioners of Income-tax, 
Assistant Commissioners of In
come-tax and Income-tax Officers 
to perform such functions in res
pl'ct of such classes of persons or 
such classes of income, and for 
such area, as may bP specified in 
the notification, and therl'upon the 
functions so specified shall cease, 
"ithin the specified &rl'a, to be 
pl'rformed, in respect of the speci
fied classes of persons or classes 
of incoml', by the authoritil's 
appointed under sub-sl'Ctions (3) 
and (4). 

NEW. 

may make for the distribution and 
allocation of tlte work to be per
formed. The Commissioner may, 
with the previous approval of the 
Central Board of Revenue, by 
generaliYT' special order in writing, 
direct that the pou·ers conferred 
on the Income-tax Officer and the 
Appellate Assi.~tant Commissioner 
by or under this Act shall, in res
pect of any specified case or class 
of cases, be exercised by the 
Inspecting Assistant Commis
sioner and the Commissioner, res
pectively, and, for the purposes of 
any case in respect of which such 
order awlies, references in this 
Act or in any mle.~ made here
under to the Income-tax Officer 
and the Appellate Assistant Com
missioner shall be deemed to be 
references to the Inspecting 
Assistant Commissioner and the 
Commissioner, respectively. 

(6) The Central Board of 
Revenue may, by notification in 
the 0 fficial Gazette, empower 
Commissione.rs of lncome-tax, Ap
pellate or Inspecting Assistant 
Commissioners of Income"tax and 
Income-tax Officers to p.erform 
such functions in respect of such 
classes of persons or such classes 
of income and for such area as 
may be specified in the notification, 
and thereupon the functions so 
specified shall cease within the 
specified area to be performed in 
respect of the specified classes of 
persons or classes of income by 
the othe.r authontk~ appointed 
1111der sub.sectio11s (2) and (3). 

(6) Assistant Commissioners of (7) Assistant Cummissioru>rs 
Incoml'-tax, and Income-tax of Income-tax and Income-tax 
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Officers appointed under sub
section (4) shall, for the purposes 
of this Act, be subordinate to the 
Commissioner of Income-tax ap
pointed under ~u'b-section (3) for 
the area in which they 'Perform 
their functions. 

NEW. 

Offic.ers shall, for the purposes of 
this Act, be subordinate to the 
Commissioner of Income-tax for 
the area in which they perform 
their, functions, or where they per
form functions assigned to them 
by a Commissioner of Income
tax appointed without refe·rence 
to M.ea, to that Commissioner. 

(8) All officers and persons 
employed in the eJ:ecution of this 
Act shall obse1·ve and follow the 
orders, instructions and direcmons 
of the Central Board of Repenue: 

Provided that no such orders, 
instructions or directions shall be 
given so as to interfere with the 
discretio1~ of the Appellate Assist
ant Commissioner in the exercise 
of his appellat~ functions. 

•5-A. (1) The Centml Go
ernment shall ap

The Appel- point an Appellate 
late Tribunal. T "b · l · . . n una. conB!Stmg 
of not mo/e than ten persons to 
exercise the functions confer.red 
on the Appellate Tribunal b.!J this 
Act. 

(2) The Appellate Tribunal 
shall consist of an ~qual nwnber of 
judicial members and accountant 
membe.rs as. hereinafter defined. 

NOTES. 

*See Motes uncler section 1 :-Section 5-A will come into operation on a date :to !be 
notified later but within two )'e!l.l'8 from 1st April 1939 

COUNCIL OF STATE-DEBATES. 

The Him. M1', S. p; Chmnbers:-Then, in the maehinery Aide, we have of QOurse a 
very important ellnnge, an Appellate Tribunal is proposed, a.nd that is dealt \lith in Part 
1.1 of the Bill. The reason for putting this in a aepara.te Part of the Bill, e~ though 
the a.menpments a.ro spread tltroughoUJt the Aet, is that it would impose too heavy & 

burden upon the Depa.rtment to ha.ve such a. radical eha.ngn made at a time when so many 
other changes were being made both in the orga.nisalGion of the DevartmenU and the inei~ 
dence of the tax.. }.,or tha.t reason the provisions are put into Part II of the Bill and 
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( 3) .A judicial member shall 

be a person who has exercised the 
powers of a District Judge or 
who possesses s1teh qualifications 
as are normally required for ap
pointment to the post of D,istrict 
Judge; and an accountant member 
shall be a pet·son u;ho 'has, for a 
period of not lel<!s than six years, 
practised professionally as a 
Registered .Acco11ntant enrolled 

J!il'OTES. 
the intention is that they shall come into force two years afher the Bill itself comes into 
force. Now, the main lines of the proposal were settled in Selet'.t C(•mmittee and they 
Wlel'e these. Fi.r!!t of all, tl. TrilJunn.l was to be set up consisting o.f not mote tJtan ten 
persons half of whom would be judicial members, that is to aa.y, 'persons of approximately 
the status of a District J'udg&-no le88 statua than that--<md half of them wei'O lo he 
\Vhat bas been det'Cribed ns aeeouutaney members, that is to say, persons with experience in 
accountancy matters and busioosa matters generally. The intlentiou is to have app88lls 
heard by Benches of two members drswn from the Trib1lll8! which would be a kind of 
pa.nel and one judicial member would sit with one accountancy 'member, so tJmt when a. 
eBBe came up which deaJ.t with diflicul'U pointe of accountancy or of business generally the 
experience and knowledge of the accountancy member would be available, while of course 
-on points fYf law there would be th~ experience and learning of !the judicial member. 
Prov'.ision is made lor referring' to the President of tba Tribunal of a.ny case in whieh 
tltere is & difference between two members hearing an appeal and the Presidenit ~an then 
refer the matter to other members Rlld take a ma(Jority decision. The pcr-eeise rules for 
determining the n1aunar in which that should be dotie have not been laid j}ol\-n; tJ1ey have 
been left for the President to make himself,_ Now, one big difficulty which was 
f-l'arM when these proposals \vere :ftnt mooted waa that there will l>e hu-.lr<i!dS and thousands 
of appeals, some of them vwy small, which would g<1 from tJte Assistant Commissioner to 
the Appellate Tribunal. I may say Rt this at&te that the va.rious Benehes should sit at 
Ute 8Nlle time in different parte of India, eo that one Will be r;,itltingt in Bombay, one in 
Calcutta. and pal'hR-ps another in Ma.draa. ThWJ, in various r,arts of the eounltr.y Jheu 
groupo of two would be bearing appeals &t the aame time. It was felt that. the Tribunal 
would be flooded out by theae appeals and that BOIDOthing must be done to prevent that, 
flt~1erwiae tl1e inorease in the nwuber of members DeceBBfll"Y. to hear the appeala would be so 
i(J'Mt "" to mal.e the scheme altogether too costly. To get o~er that., the propooal is 'In 
prov~ for " fee of Rs. 100 for every appeal ,taken to the TribunaL Tho .........., eonti· 
uucN~, of OOt11'8e, to have the right without any cost of going to tbe Assistant C'ommis· 
oionor, who in forturt1 will do nuUUng but h._ the appeals and it is expEI!ted that he will 
he able to do aubetsntial justioo in all ordina:ry simple casoo. That will mean that mly 
th()S(> oases in whi~h a very large point of substance or a. very ditlic.u.U:. point of Jaw a.riaee 
wm, in fact, go to the Appellate Tribunal. That correspond& very largely, abnoot eXMtly, 
to the system of the B!>ecinl CommiBSionero in the United Kingdom. There, the Special 
C..mm1iMionera are a full·time body as hfore and tlley go on tours in twos Bll ov~ the 
oountry owd it is a practice for only fairly large and impormo:t casoo to reach that otego. 
I tllink I have explained everything that need be u:plll!ined on that Tribunal exeept pOI'Illi· 
bl' this that the Tribunal wUI not in any """"" be under ;,ru, control of the <Jomm.;ssion8!' 
ft8 it is going to he on entirely .. pa.rato judicial body and for ths.t :reaaon the rigl'lt, ia 
gi,.... to the Inoome-tu Qdl..,.. himoelf to lodge an appeal again.b tho d~on of either, 
the pl't'6<'Dt Assistant Commi!llioner or the Appell.U.. Triheual. His appeal against the 
.\ppt'llato Assi•tant Conuniaaiooor'a decision would, of eoune, be oa the illstru<'liions of his 
t"'ommissionrr on lat"ome-ta:s. a.Df1 •·ould follow the same 00111'8& as that of na appeal by an 
............ The furth.>r .,~..,. will. of ...,....., be nothing mort! than the refe"'"'"" to the 
lligh Court. on • point. of Jaw in the 81\IUe' way aa a point of law ftlD. bOW be l't'f~ 
by the C'ontmissioiK"r to ~ High Court. 
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on fhe~. Register of Accountants 
maintained by the Central Govern
ment under the Auditors Certifi
cate Rules, 1932: 

Provided: that the Centrai 
Governm~mt may appoint as an 
accountant membe1· of the Tribu
nal any person not possessing the 
qualifications reqnired by thitr 
;ub-section, if it is satisfied that 
.1e has qualifications and! has hail 
adequate experiemce of a charac
ter which .render him suitable• for 
appointment to the Tribunal. 

(4) The Central Gove•rnment 
shall appoint a judicial member 
of the Tt·ibunal to be presirl.emt 
thereof. 

( 5) The powe1·s and funct ion.-r 
of the, Appellate Tribunal may be 
exercised and dti'scharged by 
Benches constituted fir om me!m

bers of the Trib1tnal by the p·resi
d'ternt of the Tt·ibunal. . ' 

(6) A Bench shalt consist of 
not less than two members of the 
Tribunal, and shall be constitutea 
so as to contain an ~ual number 
of judici4? metnbers anJ. accoun
tant members, or so that the num-. 
ber of membe1·s of orte class does 
not"et:ceed the number of memberS' 
of the other class by morel than 
one. 

(7) If the members of a 
lJendh diffe.r in opin-ion on any 
point the point shall be decided 
accord'<ing to the opin~on of the 
majority, if there is a majority; 
btlt if the members a.re equally 
dividedi, t'hey shall state the point 
or points on which t1wy differ, and 
the case s'hall be referred by the 
president of the Tribunal for 
hearing on such point or points 
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by Onlll or more of the other mem
bers of the 1'ribnnal, (l!fU[. such 
point o.r points shall be decided 
accorilting to the opi-nion of the 
majority of the members of the 
Tr·ibunal who have heard the case, 
including those who 'first heard it. 

(8) Subject to the provisi.ons 
of this Act, the Appellate Tnbu~ 
nal shall have pourer to regulate 
its own procetf.•tre, and the proce
dure of Benches of the Tribunal 
in all matte1·s arising out of the 
discha1·ge of its f'!tnctions, includ
ing the place at which the BencheiS 
shall holdl theil' sitt·ings. 

CHAPTER III. 

• TAXABLE INCOME • 

6. Save as otherwise pro-
He&da of in· vided by this Act, 

come charge- the following heads 
able to income· of income, profits 
tax. and gains, shall be 

chargeable to income-tax in the 
manner hereinafter appearing, 
namely:-

( i) Salaries. 
(ii) Interest on securities. 
(iii) Propt'rty. 
( iv) Business. 
( t•) Professional earnings. 
( ri) Other sources_ 

7. (1) 

"Salaries" 

The tax shall be pay
able by an assessee 
under the head 
in re~pe('t of any 

6. Save as otherwise pro-
Head& of in· videfl by this Act, 

come cbarg&o the folliJwing heads 
able to income· of income, profits 
tax. and gains, shall be 
chargeable to income· tax in the 
manner hereinaft:!'r appearing. 
namely:-

( i) Salaries. 
(ii) Interest on securities. 
(iii) Income from properly. 
(iv) Profits and gains of 

business, profe'Ssion or t>ocation. 
(v) Income from othe1· sour-

ces. 
7. (1) 

Salaries. 

"Salaries" 

The tax. shall be pay
able by an assessee 
under the head 
in respeet of any 

NOTES. 
~tion e Bpt'("ifi~ six beads of ehargea.ble ineome. Thev are now ftdooed to five 

owing to the &mnlgamntioo of .... tiona 10 (busin-) 8lld n' (profeosion or ooeation). 
For th~ aake of •onsU.t.>noy BOlli& ....,rbal alten.tiona haw beell made in lthe cl...mlco.tion. 

~tioa 7 ,.hit<h dt"t\la with inMme UDdtW' the hea.d "'Salaries" iJ here ameadcd so 
&a to malt• onn•• du" nnJer that head liable oa the date when they are due whether paid 
"" not. Ad.,.n• .. and 101\110 of au•h ineome are deemed to be aaluy due on the date whea 

4 
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salary or wages, any annuity, 
'Pension or gratuity, ana any fees, 
commissions, perquisites or pro
fits received by him in li.eu of, or 
in addition to, any salary or 
wages, which are paid by or on 
behalf of the Crown, a local autho
rity, a company, or any other 
public body or association, or iby 
or on behalf of any private em
ployer: 

Provided that the tax shall 
not be payable in respect of any 
sum deducted from the salary 
'Payab1e lhy or on behalf of the 
Crown to any individual, being a 
sum deduct·ed in aecordance with 
the conditions of his service, for 
the purpose of securing to him a 
deferred annuity or of making 

N.E.w, 
salary or wages, auy annuity, 
pension or gratuity, and any fees, 
commissions, perquisites or pro
fits • • • in lieu of, or in aduition 
to, any salary or' wages, which are 
due to 'hinn from, whethl!!r paid or 
not, 01' are paid by or on behalf 
of, the Crown, a local authority, a 
company, or any other 'PUblic 
body or association, or any private 
employ.er; and for the purposes 
of this sub-section advances by 
way of loan or otherwise of in
come chargeable under th~s head 
shall be deemed to be salary due 
on the date when the advance is 
received: 

Provided that the tax shall 
not be payable in r~spect of an;y 
sum which the assessee by the con
ditions · of his employment is 
t·equired to sprmd out of his re
muneration wholly, necessarily 
and exclusivel!l in the perform
ance of his duties. 

Provided further that the tax 
shall not. be payable in respect of 
any sum deducted from the 
salary payable by or on b!'half of 
the Crown to anv individual, beiing 
a sum deducted in accQI"(]ance with 
the conditions of his service, for 
the purpose of securing to him a 
deferred annuity or of making pro-

NOTES. 
received. The object of this amendment is to ~efea.t evasion by postponing drawnl of 
salary or by tal.ing advances or loOJUI. 

The object of tho third proviso to section 7 (1) iB that "·here !tax ill not deduetad 
by an employer, unless the assessee receives the sala.ry without deducl:\iou he should not be 
called upon personally to po.y the !.ax. Under a new chapter introdu<.ed in the Assembly 
Chapter IX·B supPr-annun.t.ion funds whieh 8.1'18 approved a.re dealt 1\o·ith in lt way &iniilar 
to Recognised Provident Funds in rcgn.rd to certain exemptions. . 

E:rplanat1un 2 read with the definition. of "ineome" in section 2 (6·c) nuJlifiee for the 
future in respect of the payments with which it deals the effeet of ttme Privy Cou:ooil 
<lccision in the Shaw Wallace case, (6 I.T.C. 178). [Note on page 1~ot.ion 4 (3) (v) 
may be re&rred to.] To mitigate the hardship that would be eaused by assessing aceu· 
mulated payment• of this kind at the rate applicable to the total income of the y<ar of 
receipt an amendment is made in section 60 (2). 
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:provision for his wife or children, 
provided that the sum_so deducted 
-shall not exceed one-si:xth of the 
.-salary. 

Explanatio·n.-The right of a 
person to occupy free of rent as a 
place of residence any pr.er.nises 
provided. by his employer is a 
perquisite for the .purposes of this 
sub-section. 

NEW. 
vision for his wife or children, 
provided that the smn so deducted 
shall not exceed one-sixth of the 
salary: 

Provided further that where 
tax is deductible at the source 
under section 18, the assessee shall 
not be called upon to pay the tax 
himself unless he has received the 
salary without such deduction. 

Expl~J~M,tion 1.-The right of 
a person to occupy free of rent as 
a place of :residence any premises 
provided by his empl-oyer is a 
perquisite for the purpoaes of 
this sub-sechlon. 

Explanation 2.-A payment 
due to or received by an assessee 
from an employer or former 
employer or from a provident or 
other fund at or in connection with 
the termination of his employ
ment, whether or not the employ
ment is then terminated or to be 
terminated, is to the extent to 
which it d.oM not consist of con,
t.ributions by the assessee or inter
Pst on such contributions a profit 
received in lieu of salary for the 
?Jurposes of tld.~ sub-section, ttn,
less the payment is made solely 
as compensation for loss of em
ployment and not b!t way of re
tmtneration for past sen·ices: 

Provided {hat nolhin_q herein 
containl'd shall render li-able to 
income-tal' any payment from a 
prot•iden-t fund to which the Pro
t'iderlf Fwuls Act, 1925, applies 

NOTES. 
Some apprehension was expr88t'ld that under section 7 of the Ar.t as now amended 

an f'utp1o~ might find him!lfllf t"all!'d on to pav ineOin&-fax on salary which W1lS not d 
ntn'\\r wou.l~ be paid to him. W'e hs.ve rfit"6iwd an assura.:n.N~ thnt administnltiVP a<>:n 
ea.n Rn•l mil ~ ta~Nl to ob~ate any sueh b....&mip.-8<~ Co .. ,..ttee 1/<p&r't, 

. . El<planahon - al..., nulhfi.., the etr..<t. of tbe j~nt of the Privv Cooncil in co,.. 
,...._.. • ..,. of lii<'Orot-loJt ". Jo'l,td..-. (64 I .A. 323 · A I R 1937 P C 0t•• · 193- I T. R .(!!8) • . , • • • • • - -, I • • ., 
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or OhiiJJ payment from a recogniseiJ 
Provident F·und within the mean
ing of Chapter IX-A if such pay
ment is exempted from payment 
of income-tax under the provi-
sions of Chapter IX-A, or any 
payment from an approv.ed super
annuation fund within the mean
ing of Chapter IX-B made on the 
death of a beneficiary or in lieu 
of or in comm11tation of an 
annuity, or by way of refwniJ, of 
contributions on the death of a 
beneficiary Olf' on his leaving the 
employment in connection with 
which the fund is established. 

(2) Any income which would be chargeable under this head if 
paid in British India shall be deemed to be so chargeable if paid to 
a British subject or any servant of His Majesty in any part of India 
hy or on behalf of the Crown or by a local authority established in 
the exercise of the powers of the Crown Representative or the Central 
Government in that behalf. 

8. The tax shall be •payable by an assessee under the heatl 
Interest on securities. "Interest on securities" in res-pect of the inter-

est receivable by him on any security of thE> 
Central Government or of a Provincial Government, or on deben
tures or other securities for money issued by or on behalf of a local 
authority or a company: 

Provided that no income-tax 
shall be payable under this section 
by the assessee in respect of any 
sum deducted from such interest 
by way of commission by a banker 
realizing such interest on lbehalf 
{)f the assessee : 

Prwided that no income-tax 
shall be p11yable under this se<;tion 
by the assessee in respect of any 
sum deducted from such interest
by way ·of commission by a banker 
realizing such interest on behalf of 
the asses'see m· in respect of any 
interest payable on money borrow
ed for the purpose of investmen.t 
in the securities by the assesse·e 
except rmte<rest char_[Jeable under 
this Act which is payable without 
B1·itish India, not being interest 
on a loan issue!f. for public sub
scription beJfore the 1st day of 

NOTES. 
Section. 8 .-The amendment merely recogni9e8 an existing pmetiee but restricts the 

exemption to payments of interest which al't' chargeable to ta.."C in British India onJy if 
tax has been deducted before payment. 
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April 1938, unless in r.espect of 
interest which is so chargeable 
t·ax has been paid or deducted 
under section 18, or unless there 
is a person in British India who 
may be appoi-nte•d an agent under 
section 43 in respect of such 
interest: 

. Provided further that no income-tax sh.all be payable on the 
interest receivable on any security of the Central Government 
issued or declaDed to be income-tax free: 

Provided further. that the income-tlax payable on the interest 
l'eccivable Oil any security of a Provincial Government issued income
tax free shall be payable by that Provincial Government. 

9. (1) The tax shall be pay- 9. (1) The tax shall be payable 
able by an assessee by an assessee under 

Property Property. 
· under the he!ad the head "Income 

"Property" in respect of the bona from Property" in respect of 
fide annual value of 'Property con- the bona fide annual value of pro
sisting of any buildings or lands perty consisting of any buildings 
appurtenant thereto of which he or lands appurtenant thereto of 
is the owner, other than such which he is the owner, other than 
portions of such property as he such portions of such property as 
may occupy for the purposes of he may occU'PY for the purposes 
his business, subject to the follow- of a11i!J business, profession or 
ing nllowanN>s, namely:-. . vocation carried on b?! him the pro-

fits of whi-ch are assessableJ to tax, 
sUJbject to the following allowances, 
namely:-

(i) where the property is in the occupation of the owner, or 
\vl1ere it is let to a tenant and the owner ~s undertaken to bear the 
('Ost of repairs, a sum equal to one-sixth, of such value; 

( ii) where the property is in the occupation of a tenant who 
l1as undertakt'n to bear the cost of repairs, the difference between such 
value and the rent paid by the tt>nant up to but not exceeding one
sixth of 8m•h .value; 

(iii) the amount of any annual premium paid to insure the 
property against risk of danlage or dt>struction; 

( w) where the property is ( iv) where the property is 
subjeet to a mortgagt>, or otht>r subject to a mort,qage or other 
eapital cl~arge, tl1e amount of any capital charge, the amount of an.y 
intt>rt>st on sueh mortgage or interest on such. mortgage or 

NOTES. 
S<'<'l""' 9. Svb'"""'""' (1).-The enmption gil'ell to property oeeupied far busin..,. 

purp<ION Ia reoll'ieled to property oeeupied for the p~ ol an -Ole bnsin-, pro
:r-ioa or ...,.lion. 
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charge; where the oproperty is 
subject to a groundrent, the 
amount of such groundrent; and 
whe:~1e the property has been 
acquired with borrowed capital, 
the amount of any interest pay
able on such capital and not 
specifically charged upon the pro
perty itself; 

NEW. 
charge; wher.e the property iso 
subject to an anwual charge not 
being a capital charge, fhe amount 
of such charge; where the pro
perty is subject to a groundrent. 
the amount of such grounilrent; 
an4 where the p:roperty has been 
acquired, constructed, t·epaired, 
nnewed or reconstructed with 
borrowed capital, the amount of 
any inter.est payable on .such 
capital: 

Provided that no aUowance 
shall be made in respect of any 
interest or annual charge payable 
without British India and charge
able under this Act, not being in
terest on a loan is:med for public 
S1tbscription 1Jefore the lst day of 
April, 1938, eJ:cept inte,.est or a 
charge on which tax has been paia 
or front which tax has been de
ducted under section 18 or in res
pect of which the1'e is an agent 
for the payee in British India 
who may be assessed under sec
tion 43:. 

(v) 
property; 

any sums paid on account of land revenue in re~pect of the 

(vi) in respect of collection charges, a ~urn 
prescribed maximum; 

NOTES. 

not exceeding the 

Sub.sectWn (1) (i1,) .-At present interest on '8J1y capital eharge on the property is 
allowocl even though the capital WB.Fi borrowed foT privntte pu,rpose~; and mterest on capital 
borrowed for the ptrrpose of acquiring the propPrly is allowed even though there is no
charge on the property. The amended clause (W) further altows-what is not now allowed 
--an annual charge not being a capital charge to which the properby is subject. 

In order to secure that tax shnll be eoHeeted on such interest or ehargee paya hie 
outside British India it is prov\ded that no arllowance sh8ill be mnile in Jl6Spect of thl"lll 
unless tax has been dedueted therefrom. There is a similar provision in peobon 8, section 
10 and section 12. Interest on a public loan issued befwe 1st Apiil, 1938, is excepted. 

The proviso to B'lb·seetion (1) which restricts the allownnees in reepeeti of property 
to the amount of the a.nnual valnt' is delE¢ed . As a. tr~eSult n. loss on property 1will, be 
aBowed and can he set off against othei income under section 24. 

"In clause (it:) of sub·section (1) of seetion 9 as re-dra~ by the Bill, we have 
removed the words "was at the time of ita acquisition by the assessee," in both plaetlS 
where tltey occur, and: substituted the word "is." T.he effect is to secure, as the Act 
does at present, that' the allowance is claimable no matter when and for what purpose 
the mortgage or charge arises. The words inserted in 1Jite proviso to that clause are 
intended to m.a.ke it clear that the payment of tax referred to is not confi~d merely 
to easf\8 in which payment has been made by deltfuction under se<'-tion 18. The albena.tion 
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(vii) in respect of vacancies, 

such sum as the Income-tax Officer 
may determine having regard to 
the circumstances of the case: 

Provided that the aggregate 
of the allowan<.>es made under this 
sub-section shall in no· case exceed 
the annual value. 

NEW. 
(vii) in respect of vacancies

that part of the net annual value 
after deducting the foregoing 
allowances, which is proportional 
to the pe.riod during which the 
property is wholly unoccupied or 
where the property is let out in 
parts, that portion of the net 
annual value, after deducting the 
foregoing allowances appropriate 
to any vacant part wMc'h is pro
portional to thP. period dturing 
which; suck part is 'U'holly unoccu-
pied; · 

Deletell. 

(2) For the purposes of this section, the expression "annuaf 
value" shall · be deemed to mean the sum for which the property 
1night reasonably hi' expected to let from year to year: 

Provided that, where the property is in the o.ccupation of the
owner for the purposes of his own residence, such sum shall, for the 
purposes of this section, be deemed not to exceed ten per cent. of the
total income of the owner. 

(3) Where property is owned 
by two or more persons and their 
respective shares are definite ana 
ascertainable, such pers~ shalT: 
not- in respect of such property be 
assessed as an asso~i4tion of per
sons, but the share of each such. 

NOTES. 
made in ~lause (t•i•) of sub-eect.ion (1) of aeMian 9 of tJle Aet ia intf.n<led to remove the 
ditJeretion forml\rly given to the lncom~tax Offi(':er t() determine the amount of •the o11ow· 
Rnt'e to be made in res~.b of \'81t.'!aneim.-Stleot Com.mitte~ Beport on tla.e Bill. 

Bvb...t<"rli<m (3) .-Property is often owned jointly by peTSoruo with definite shares 
ud some High C"..our'ta have held that auoh per80US are usesso.ble on the iD.Mme from tl\0 
prop<"rt~- as an :tssooil\tion of individuals. Tl\is amendmt\D.t provides thnt sut'h per'sons 
RhuU not be MBf.\S.."<'d ss an assoein.biou but tltat their share." will he ~ut'dudt\d _in their--
indh·idual assos.•untl'nts. . 

Sub~tion (3) providN that though property is owned Ly two ar mru;e peorsons in 
eonuuon, if their sh.aree are d~fi.oite and &9C(U'ta.inable, then assessment shouljl be madt" on 
t'\'it'll of the person..ot individually on their 81\are. of ineome. This ntnk.PS the dN"isiODS in 
lllios T. c., .. -...;.,,.,. <>{ l"<·<»M·tor, (63 CBI.. 538; 9 I.T.C. 1; 1935 I.T.R. 408); 
Lo.t.•kidM Dro't<ln.o mod nooor/kor v. ,.,.,.,,.........,.of Irtw•"'-~.r. (I.L.R. 1937 Bam. 830; 
10 I.T.C. ~~~; 1P37 I.T.R. 5S4); lilu>mj Ob-'ya .o ...... v. Con..,;ssionfT o/1...,.,,..... 
tu, (JO I.T.C. 419); Jiolll ...... llnllm~ji G<JOoj<MDRIIa .o Brw. v. Cooua~ of 1-
lfU'. (Ill I.T.C. 4-IJ) and Dwarnknnst.h Hs.risehandra Pitale & anothor 1• NJ, (A.J.B. 
19:lb Bono. 35.1; 19~7 I.T.B. "116) not applbblo in future. 
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10. (1) The tax shall be pay

Business. able by an asseMsee 
under the head 

"'Business" in respect of the pro
fit or gains of 11ny business carriejl 
on by him. 

NEw. 
per,son in the income from the 
prope-rty as computed in accord
ance . with this section shall be 
included in his total income. 

10. (1) The tax shall be PllY
Buoineso. able by an assessee 

under the head 
"Profits and gain.s of busit~.ess, 
profession or 1;ocation" in respect 
of the profit or gains of any busi
ness, profession or vocation carri
ed on by him. 

(2) Such profits or gains ·~hall be computed aftl'r making. the 
following allowances, namely:-

( i) any rent paid far the pre
mises in which such lbusimess is 
carried on, provided that when any 
substantial part of the premises 
is used as a. dwelling-house by the 
assessee, the allowance under thil3 
clause shall be such sum as the 
Income-tax Officer may determine 
having regard to the proportional 
part so used: 

( i) any rent paid for the pre
mises in which such business, pr(j
fession or vocaticn is carried on, 
provided that when any sub
stantial part of the· premises is 
used as a dwelling-house by the 
assessee, the allowance under this 
clause shall be such sum as the 
Income-tax Officer may determinl' 
having regard to the proportional 
annual value of the pa.rf! so used: 

( ii) in respect of repairs, where the a,ssessee is the tenant only 
of the premises, and has undertaken to bear the cost of such repairs, 
the am<Junt paid on account thereof, provided th11t. i.f any substantial 
part o'f the premises is used by the assessee- as a dwelling-house, a . 
proportional part only of such amount shall be allowed; 

(iii) in respect of capital bor- (iii) in respect of capital bor-
rowed for the purposes of the busi- rowed' for the purposes of the. 
ness, where the payment of inter- b11siness, ·profession or vocation . 
est thereon is n·ot in any way the amount of the interest paid: 
dependent on the earning of pro-
fits, the amount of the interest 
paid; 

NOTER. 
Sect-ion 10. Sttb-lfPction (1) hringa income from pro-fessions a.nd voeations under 

the same head as ineome from business. [Section 11 is c'Le:Looed.J. 
~llil'ub-aection .(2) (tH) a.Uows interest on r-apita.l borrowed for the purpoees of the 

business subject to the eonc1ition that tlw payment of interest is not in any way dependent 
on the earning of profits. The amen~nent deleU>s this latter condition h11t withdnws the
allowance to n. :firm in tlte ease of interest paid to a partner and to R.ny assessee in the 
.ease of interest chargeable to tax and payable "l'§.thout British Indio. (nqt being on 6 

public loan issued before 1st April, 1938) exoept interest from ":bich tax bas been deduct-. 
ed [••• section 8, seot.ion 9 (i) (it!)]. 
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P.rovid.eii, that no allowance 

Bhall be. made under this clause in 
awy case for O:YI1J inte.rest charge
~ble under tltis Act which is pay
zble without British India, not 
~eim,g 1h~te.rest on a loan isst~ed for 
oublic subscription bt>.fore the 1st 

P,ay of April, 1938, exceP_t interest 
pn w'JW;h tax lw.s been paid or ft"om 
jnhich tax lw.s bP-en deducted under 
section 18 or in respect of which 
there is an agent in Bt"itish l·ndia 
who may be assessed under section 
(3, or, in the case of a firm, for 
any interest paid to a partner of 
the firm. 

~ ' . ExplcM!ation :-l'l.e<>urnng. subscriptions paid periodically by 
.'lmreJwl<!Prs or sul.Jicr.iiMirs ·in such Mutual Benefit Societies as may 

··~he · pres<>ribed, shall be deemed to be capital borrowed within the 
'
1 
meaning of this clause; 

( iv) in respe<>t of imurance 
against risk of damage or des
truction of buildings, machinery, 
plant, furnilture, stocks or stores, 
used fOII' t.he pul'poscs of the busi
ness, tl1e am01mt of any premium 
paid; 

( iv) in respect of insurance 
against risk of damage or des
truction of buildings. machinery, 
plant, furniture, stocks or stores, 
used for the purposes of the busi
ness, profession. or t:ocation, the 
amount of any premium paid; 

( v) in respect of eurrent repairs to such buildings, maehinery, 
plant, or furniture, tl1e amount paid on account thereof; 

( ri) in respect of depreciation • (vi) in respPct of depreciation 
~f sul'h buil<'lingR, ma!'hinery, of such buildings, machinery, 

NOTES 
•(')anSE'e (t'i) and (l'ii) of sub-sertion (2) of Seotion 10 as amended do not. take 

,.lfc'l't MrliN' than thtt- lt't day of AprU, 1940. 
'~Sub·~t>dbrt.. 2 (tli) as aruPDded alters the bR.Sis upoo. whieh defr.'~ia.tion allowanee ia 

to bt> Nllc:oulat~ from the 14 0Jiginal eQSt" to tha originAl eost ka the sums previously 
niJowt'd for dt"prN'-iation., and t'Xl'f'pt in the t'.a8e of unabsorbed d~recinat:ion \\·hieb the 
Rt"Rt'~ l,. entitled at. u~ eorumcn("(l-Dlt'n.t of the a.men.tli.ng Ad to carry fol'W&Td to a 
enet'eeding yt"&l'. it ~ts dt"pl"t'leiation on the aame footing as any otller erpense of the 
husillt'Sl!l, f'onstoqu('ntly dE'pn>ciation for uy Y"'l" subsequent to t~te t'Omm~nr,em~nt of the 
llh1<'ntling Af't Mil only hf' tarrit'd forward for as long as any other lnss can be ea.rried 
fon'tU'd. :Rut th~ unabsorhl-d dcpl't'('iatioo at the eonunP'Dr~ment of thP ame-nding Act 
moy bt> oanil'd lontord until fully allowl'd and iB to be allowed before tho U.p,..,.iatjon due 
iu rfto~t of 3Ul~·qnent yoon. 

It is fow,d in pra('.t.i~ tluLt frt'queo.tly the- a~ writea off in hia aeeouDta mu.th 
It':-~ than tht' amount of olt>-p,..iation at tho p~1ibeod rat<&. Pro'riso (b) to seot.ion 10 
(2j (d) hRs thNt'(••re b~"'n 1:\lU(>DilN so as to J'lll8tri.c.-t the alJo~e far depret.":iatiou. to 
Ut,t l:lUlount writf!t>n oft' io the a..~ 'a af!C'IOUD.ta. 

5 
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plant, or furniture being the pro~ plant, or furniture bei1 ·~' .~ . . •!·e 
perty of the assessee, a sum equi- perty of the assessee, a '• ;,',' ~; · ri ',; 
valent to such percentage on the valent to such percentage ~ · · 
original cost thereof to the assessee written down value thereof at'_ , 
as may in any case or class of in any case cit class of caseb \ ~ 
cases be prescribed: prescribed: \ 

Provided that-- t Provided that-
( a) the prescribed partie 'Jars have been duly furnished; 

(b) where full effect cannot ' (b) where full e ftect cannot 
given to any such allowance in a be givjlll to any such allowance in 
year owing to there being no pro- any year not bPinp a yea.r u•hidt 
fits or gaiins chargeable for that ended pl'ior to lhP 1st day of A,n·il, 
ye':r, or owing to t~e profits or 1939, o'\'>in_g to tiler<> being no pro
gams charg'eable bemg less than fits or gains chargeablt' for that 
the allowance, the allowance ·or year, or owing to the profits o1· 
part of the allowance to wh:icll. gains chargeable being less_ than 
effect has not been given, as t~he -allowance, the allowance oi"'-"' · 
case may be, shall be ad:ded to tl1e part of ~the allowance to which 
amount of the allowance for de- effec~as not been given, as the 
preciation for the following year case y ·be, shall be added to the 
and deemed to be part of that amou, t of the allowance for de
allowance, or if there is no such preciation for the following year 
allowance for that year, be deemed and deemed to be part of that 
to be the allowance for that year, allowance, or if there is no such 
and so on for succeeding years; allowance for that year, be deem
and ed to be the allowance for th:at 

year, · and so on for succeeding 
years; and 

(c) the aggregate of all such allowances made tmder thi:; Act 
cr any Act repealed hereby, or under the· ·Indian InOO'me-tax Act, 
1886, shall, iti no case, exceed the original cost to the assessee of the 
buildings, machinery, plant, or furnituPe, as the case may be; 

(vii) in respeet of any (vii) in re8pect of any mac hi-· . 
machinery or plant which, in con- nery, or. plant which has been sold 
sequPnce of its having become or discarded, the amount by which 
obsol~te, has been sold or dis- the written down valtte of the 
carded, the difference between the machinery or plant exceeds the 
original cost to the assessee of the amount for which the machineru 
machinery or plant as reduced by or plant is actually sold or it.s 
the aggregate of the allowances scrap t•altJ.e: 

NOTES 
Sub·SP.Ction (2) (11ii) prescribes the a.llowanee for machinl'ry or plant sold or ~

carded in eonsequenr.e of its haviu.st beeome obsolete. This allowance is noW' to be gi'OO'll 
in !'le6pOOt of any mnchlnetry or plnnt sold OT disear.ded and is to be the diffeNmee between 
tho excess of tl1e written down va.luP. over the sale price or scrap vnluEO< prnvi&d thnt this 
amount is writben off in the bookA of the assessee. Any ex<>.ess of the sale price or Bl'rn:p. 
value over the written. down value is to be troo.t.ed as an assessable profit. 
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ade in respect of" depreciation 
der clause (vi), or any Act 

epealed hereby, or the Indian 
noome-ta.x Act, 1886, and the 

ount for which the machinery 
r plant is actually sold, or its 

1crap value; 

. 
(vii-a) in respect of auimals 

!which have been used for the pur
poses of the business, otherwise 
than as stock in tra<le and have 
died or become permanently use
less for such purposes, the differ
ence between the original oost to 
the assessee of the animals and the 
amount, if any, realised in respect 
of the carcasses or animals; 

(v-iii) any sums paid on 
account of land-revenue, local 
rates or muniri•pal taxes in respect 
of such part. of the premises as is 
usPd for the purposes of the busi-
ness; 

, . 
(viii-a) any sum paid to an 

employee as bonus or commission 
for sPrvices rt>nrlered, where such 
1'\liii would not have heen pays ble 
to him as '}'lrofits or dividend if it 
b~.;{t i~ot .l;i>'e'n· ,..pi;~! as -bo~~~ -~r 
!'011\IlllSSIOn : 

Providl'd that the amount of 
the bonus or commission is of a 
J'eason!1Jb)p amount \dth referen('(> 
to-. 

(a) the pay of the emplovee 
and the <'onditions of his sPrvlct>: 

(b) the ~rofits of tlte bushwss 
for thp )'l'ar m qnl'stion; and 

( r) the ~nPral prn<-ticp in 
similnr bnsinE'ssl's: 

NEw •. 
Provided that such amount is 

actually written off in the books 
of the assessee: 

Provided further that where 
the amount for whick arvy such 
machinery or plant ·is sold exceeds 
the written down value, the excess 
shall be de.emed to be profits of 
the previous year in which the sale 
took place; 

(viii) in respect of animals 
which have been used for the pur
poses of the business, profession 
or vocation otherwise than as 
stock in trade and have died or 
become permanently useless for 
such purposes, the difference bet
ween the original cost to the asses
see of the animals and the amount, 
if any, realised in respect of 
the carcasses or animals; 

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

(x) any sum paid to an em
ployee as bonus or commission for 
services rendered, where such sum 
would not have been payable to 
him as profits or diviil,...,..d if if!:;,~. 
- 1~ ~'iff" .. "" ' • ttn<ter secJftqp 
u~. ~t't!t. :;...w...t as bonus or· -com
mtsston: 

Provided that the amount of 
the bonus or commission is of a 
reasonable amount with reference 
to-

(a) the pay of the emplovee 
and the conditions of his servi~E': 

(b) the profits of the b-usi
lll'.<.s, professio" or t•ocafion for 
the )'Par in qnE>stion; and 
• . (c) the. general pradice in 

Slllllla.r bus!R{'Sses, profession.~ or 
vorolwn.s; 
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( ix) any expenditure (not 
being in the nature of capital ex
penditure) incurred solely for the 
purpose. of earning such profits or ,. 
gu.u::s! _ ~~· -... ,.,, ..., .. 

Provided tnat nothing in 
cia use (viii) or clause ( ix) shall be 
deemed to authorise the allowance 
of any sum paid on account of any 
cess, rate or tax levied on the pro
fits or gains of any business or 
assessed at a proportion of or 
otherwise on the basis of any ~<uch 
profits or gains. 

NEW. 
(xi) when the assessl!ie 's 

accounts in respect of any part of 
his business, profess~on or voca
tion are not kept on theJ. cash 
basis, such sum, in respect of bad 
and doubtful debts, due to the 
asse.ssee in respect of that part of 
his business, profession or voca
tion, and in the case of an assessee 
carryitng on a banking or mone>y
lendmg business, stwh sum in res
pect of loans made in the ordinary 
course of such business as the 
Income-tax Officer 1nay estimate 
to be irrecove~rable. but not exceed
ing the amount actually written off 
as irrecoverable in the~ books of 
the assessee: 

Provided that if the amount 
ultimately recovered on any such 
ilebt or loan is greater than the 
di.tference betwelen t'he whole debt 
or loan and the amoumt so allow
ed, the exce-ss shall be deemed to 
be a profit of the year in which it 
is recovered, and' if less, the defi
ciency . shall be rlee.med to be a 
business expense of that year: 

(xii) any expenditure (not 
being itn t~e nature of capital ex
penditure or pe'rsonal expenses of. 
the assessee) laiil out or expernded 
u·holly an(J,' ~xclusivety for {he 
purpose ef such business, profes
sion or vocation. 

NOTES 
Sub-seofi<m (2) (xi) is a new pl"Ovision, which givea an ~llowance in respect of bad 

and doubtful debts written off in tho accounts of the BHessee. 
Five new •ub·sections (3), (4), (5), (6) and (7) are adde<l in section 10 after sub· 

section (2). Sub·sectwn (3) givee in tlu! case of o.ssete not wholly used for the purposea 
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(3) Where any building, 

mac'hinetry, plant or furniture in 
respect of which any allowance is 
tiue under clause ( iv), clause ( v), 
clause! (vi) or clause (vii) of sub
section (2) is not wholly used for 
the purposes of the business, pro
fession or vocation, the allowance 
shall be restricted to the fair pro
portional part of the amount which 
would be allowable if such building 
machin8.ry, plant or fltrniture. was 
wholly so used_ 

(4) Nothing in clause (ix) or 
clause (xii) of sub-section (2) 
shall be ae&med to authorise the 
allowance of any sum paid on 
account of any ce.~s, rate or tax 
levied on the profits or .fJains of 
any businetss, profession or voca
tion or assessed at a proportion, of 
or otherwise on t1te basis of any 
such profits or gains; and nothing 
in cla1tse (xii) of sub-section (2) 
shall be tl.e<emed to authorise-

(a) any allou:ance i1~ respect 
of a payment which is chargeable 
under t11~ ·head "Salaries" if it is 
payable. without British India and 
tax has not been paid {hereon nor 
deducted the.refrom under section 
18; or 

(b) any allo1oa nee. it~ respect 
of any payment bJt way of inter
est, salary, commission or re
muneration made by a firm to an1J 
partner of the firm; or · 

NOTES 

of the busineoa a proportionate part of the allowance for insura:noe premia, repairs, de
pr.oiatlon a.nd obool...,...., • 

.S~imo (4) l't!p<'llis tbe pi'MOD.t proviao to aeetion 10 (2) (iz) forbidding the 
allowaaoe of """""' ral<lo ru- tax.. on buaillfll8 protlis a.nd &leo forbids (t>) IJ>e allowanoe 
of auma olt&r!l\'llble onder the h•d "aalari• If payable without British India'' and tax is 
not dedu•tt'd th.,..from, (b) paymenis by a tlrm to any partner and ( o) pa,--nta by an 
..,.ployer to a Provid•nt or other anoh fund If he baa not made eifedlift an-&ngie~D>D1ill to 
hat<: tax dt'duel<d from pa,vmenis IIUlde from the fund. 

The di.•llowan~ of salary paymenis abroed is repeated iu aeeti011 12 (!), proviao 
( o) • Tho dloallowanoe in napeot of Pro'rident Fonda ia n ry .,..,._ in praeliee it 
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(3) In sub-section (2), the 
word "yaid" means actually paid 
or incurred according to the 
method of accounting upon the 
basis of which the profits or gains 
are computed under this section. 

NEW. 
(c) any allowance in q·espect 

of a paymemt to a provident or 
other fund established for the 
benefit of employees unless the 
employer has made effective 
arrangements to secure that tax 
shall be deducted at source from 
any payments made from the fund 
which are taxable under the head 
"8 alaries" . 

(5) In sub--section (2), 'paid' 
means actual/ y paid ot· i.ncurred 
according to the method of 
accountimg upon the basis of which 
the profits or gains are compnted 
under this section; "plant" in
cludes vehicleB, books, scientific 
apparatus and surgical equipment 
purchased for the pjtrpose of the 
busine!Ss, profession or vocation: 
and "written tlown value" 
means-

( a) in the· case of assets ac
quired im the prE'I:irms year the 
actual cost to the assessee; 

(b) in the case Qf assets ac
quired before the previous year 
but after t'h.e commencement of 
the Indiam Income-tax (Amend
ment) A~t, 1939, the actu{ll cost 
to the assebsee less au depreciation 
allowable to him. under this· 
section; 

(c) in the case of assets 
acquired .before the commence
ment of the Indian Income-tax 
(Amendment) Act, 1939, the actual 
cost to the ~ssessee less f01r each 
financial year sincP acquisition the 
amount of depreciation appl-icable 
to1 the assets at the rates in force 
for ooch such '!/ear since the 1st if au 

NOTES 
is found that payments of accumulated balance from such fund are made llbroad and the 
Income--tax authorities have no 1neans of recovering tta.x on them. 

Bub-seCtion (5) contains .definitions the chief of whic.h is the definition of "written 
down value' 1 for the purpose ~f depreeiation and obsolescence allowanoos. 'Plant' is de
llnf.d BB including books purehasod for the purpose of the business, profe!tdion and vocation a 
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of .April, 1922, and at the .r.ates in 
forrce on the 1st day of .April, 1922, 
for each such year prior to that 
date: 

Provided that where the pro
visions of the proviso to sub
section (2) of section 26, are appli
cable, the actual cost to the 
assessee referred to in clauses (a), 
(b) and (c) shtlll be the actual cost 
to the person sncceeded in the 
business, profe!Ssion orr vocation: 

Provided further that there 
shall not be so deducted from the 
actual cost an;y depreciation allow
ance o.r part of any depreciation 
allowance which was due for a 
year which endetl prior to the 1st 
day of April, 1939, but to whick 
full ffljf ect was not given owin~IJ to 
the absence of pro fits or gains 
charg.eable for that year or owing 
to the pro fits or qains so charge
able beinq less than the allowance. 

(6) A trade, professional or 
similar assoC'iatimt performing 
specific services for its members 
for remune~mtion definitely related 
to those services shall be deemed 
for the purpose'S of this section to 
carry on busi·ness in respect of 
those seroices and thP" projif8 antl 
ga.ins therefrom shall be liablP to 
ta:c accordifl.gly. 

(7) N ofwithsfatuling anything 
to the contrary con.faittetl in 
section 8, 9, 10, 12 or 18, the 

NOTES 
.Svb·,.olioto (6) mak"' liable to taJ< the profit& of a bade, professional. or similar 

No."cx-iatioD performing eenieea for its member& for ft!'muneration. Objecots aM Bt"'&&ttoo. 
s .. - 10.-The first rhiUige in IRIJ>.olauso (b) impro .... the wording of clause (i) 

of &ub-to.otion (S) of oeotion 10 of the Aot. The ..,.w rhiUigu indiea.ted in :t.he provis<> 
oontnined in sub·don .. (b) (il) of tho Bill bas the oame pnrpo."' as the similan changt" 
al'"'-ty Mer'l't'd. to in elause 9 aud to be found also in our rPvisi.on of c::lao.se 12. The 
otht•r ..Jianp io·liooted iu olauao 10 (b) (iii) of the BiU bas tbo eff..,t of a.i\t'l'ing the 
pro1>00a!B relalilllf to dt•pi'0<1iatioa whioh ......, ooataiDrd in the Bill. Taken along with tLe 
8(¥·oud proviso Dow added to the definition, C":ODta.ined in aub-eee.~ori·ou (5) c4. aeetiou 10 of 
tJttl' .\.~t, of the wu.rtls "written down ''Slue" this altlar&tion sub&titutee for the propoeala. 
J't't~a•ding dt>p~iation ~ntaint.>d in the Bill ~ona whidl ft'moTe the restriction of de. 
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11. (1) The tax shall be pay-

p f 
. able by an assessee 

ro e .. •onnl d h h 
earnings un .er t e ead 

· "Professional earn-
ings" in respect of the profits or 
gains of any profession or voca
tion followed by him. 

NEW. 
profits and gains of any business 
of insurance and the tax paya.ble 
thereon shall be com[Ylded in ac
cordance wit'h the rules containerl 
in the Schedule to this Act. 

11. Omitted. 

NOTES 
preciation to the amount writ.~n off jn the books 1of !the ~e, removP the :res.trietion 
to six years of thP carry forward of depreciation, and secure that depreciation which is un
absarhed at the time when tho law is changed &hall not be deducted from the :Original 
cost of plant, nmehinery, etc., in arriving at 'tbe written down value. The 'effect of this
pt·ovision. is to spread the writing· off of the unabsorbed deyrecia.tion over 11. longer perindl, 
The proposals contained in the B:iJ.l limited. the amount of depreciation to tthe amount 
written off in the books of the assessee and treated deprec.i~tion arising after tin'! change 
of the law, as a loss like other losses, so that it oould be ca.rr.ied forwu.ql only for six 
yeaTS. Depreciation uuabsorbed at the time of tho change of the hl.w waa to be carried 
:forward without time limit until it was absorbed but was tD be deductted from, that is to say, 
allowed a.gai.nst, profits before any fw·ther allowance for depMCiatiion was to be :made for
any particular :y'M.r subsequent to the ehange of the law. 

Government have given us an &SS1U"ance that tbe new rates consequent on the change
from the east basis to the written down basis will be discussed witl1 the interests con
cerned before tlwy are fixedl\ and that tho new provisions will not be brought' into ~peration 
until the rates have been so fixed. 

The main change IWU!e in clause (xi) of sub·oect\ion ( 1) of the Ac;t, aa amended by 
olau.se 10 (b) (t•i) of tha.t ~' makES it clear tha.t irrQOOwrable loans in & banking or 
money-lending buainess a.re to be allowed for. A minor dra.ft.ing ehang!O is also made. 

The re-draft of seetion 10 (2) (m) of the Act contained in .claUSl 10 (b) (vi) 
of the BiLl subst.itute6 the wording of the English Act for the wording adopted in, the 
IndillJl Act. · 

The words now inserted ,in the new sub-secticm ( 4) of ~on 10 of the Ae4 as 
substituted by clause 10 (c) of the Bill, provide for gra.DIQ of some tlelief, now that the 
sy.sbem of taxation is ehanged to the aeern.uul bnsis,. where double income-tax Jrelief is not 
gh•en in th.a countty whet~ the profits accrue or arise. The soeon8. change eh.own tin 'the 
sub-section is similat• to that already refs:rred to in connex:ion with ~ 9, 4\.D.d found 
also in clause 12. 

In the new sub~sootion (5) of section 10 of the .Aet in addition :to the change 
already rekrred to in the definition of ''written down vo.lue,'' we have inserted a reference 
to vehielee in the definition of "plant" and we have made a verbal change of 'the word 
1

' u.Howed'' to the word ' 'allowable. ' ' 
We have Also added & proviso, already re:f&l'l'led tt\ in our rcma.rks above on clause 10 

(b) (;U), to ensUJie that depreeia.tion allowance due far & yewr prior fu the change uf tlte 
law but unabsorbed shall not be ded:ueted from original cost in aniving at {the wrtitbe'D. 
down vaJ.ue. ' 

The new sub...,r.tion (7) which has been added to section 10 has the object of 
including in the Act and placing on a statutory basi& t)Le provisions relating to 11he com
putation of the profits and g&lins of iDBurance busi..n,eas which were formm1y contained in 
rulos made by ll•e Central BOll.l'd of Revenue under the power conferred by section 59 of 
the Ac.t.-Select Com.fllli.ttee Report. 

Section 11.-This is omit~d as inoome from profession or vocation is also included 
jn sect.ion 10. 
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(2) Such profits or gains shall 

be computed after making the 
following allowances, namely:-

(i) any expenditure (not 
being in the nature of capital ex
penditure) incurred solely for the 
purposes of such profession or 
vocation, and not being personal 
expenses of the assessee; 

( ii) in respect of depreciation 
of buildings and depreciation and 
obsolescence of machinery, ap
paratus, a'Ppliances, plant, furni
ture or other capital assets being 
the property of the assessee and 
used solely for the 'PUrposes of 
such profession. or vocation, the 
allowances specifiPd in clauses (vi) 
and (vii) of sub-section (2) of 
section 10 subject to all the CO'Il

ditions specified in those clauses. 
(3) Professional fees paid in 

any part of India io a ~rson 
ordinarilv resident in Britlish 
India sluill be deemed to be profits 
or gains chargeable under this 
head. 

13. (1) The tax shall be pay-
Other able by an assessee 
sources. under the head 

"Other sources" in respect of 
income, oprofits and g-ains of every 
1.-ind and from ewn- source to 
which this Act applies (if not 
ii1eluded und!'r any of the pre
c:>edin~t heads) . 

(2) Such int>ome, profits and 
gains shall be computed after 
making allowance for any ex-

NEW. 

12. (1) The tax shall be pay-
Other able by an assessee 

sources. under the head "In-
come fro-Jn other sour cas" in res
pect of income, profits and gains 
of every kind whick may be in
cluded in 'his total income (if not 
included under any of llie preced
ing heads). 

(2) Such incomP., oprofits and 
gains shall be computed after 

· making allow~nce for any ex-

NOTES 
Sfrh'oK 12, St~b·Vctin" (2) aa IUileDded diHJ.lowa intarest (other than interest on a 

publio loan isouoo bofone 1st April 1938) a.nd 'IIBiari'"'' payable without British India. 
unl""' tax has t-n doouoted. (Compare amendod oec•ons 9 (i) (iv), proviso; 10 (!), 
(<ti), pronso; an•l 10 (4) (G)). 
, .. ~ttb-ff.Ctio., (3)---a nPW pnwisiou-granta depreciation on machinHy, plant s.nd 

flnnitul'fl lt't: out on bin'. If the bu..cri.llftl!l of thP. e !!E! e ill letting maehiDery. plant,. and 
fumitun.- on biro he- will be entitl.N to the allowanae under the pmvisions of eet\ti.oa 10 
(2) <••>. 

6 
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penditure (not being in the nature 
of capital expenditure) incurred 
.solely for the Plll"'POSe of making 
or earning such income, profits or 
gains, provided that no allowance 
shall be made on account of any 
persona1 expenses of the assessee. 

NEW. 
penditure (not being in the nature 
of capital expenditure) incurred 
solely for the purpose of making 
or earning such income, profits or 
gains, provided that no allowance 
shall be made on acc01~nt of:-

(a) an;y personal expe1Mes of 
theJ assessee, or 

(b) any interP-st chargeable 
under this Act, which is paya.ble 
without Britis'h India, not being 
interest on a loan issued for public 
subscription before the 1st day of 
April, 1938, or not being interest 
on which tax has been paid or 
f.rom Uchich tax n4S been deducted 
und.er section 18, or 

(c) any paymen.t which is 
chargeable under the head 
"Sala.ries ", if it is payable U'ith~ 
out Britis'h India and ta:c has not 
been paid thereon · twr deducted 
therefrom under section 18. 

( 3) . Where an assessee lets on 
hire machine;ry, pla'nt or furniture 
belonging to hitn, he shall be en
titled to allowances i-n accordancP. 
u:ith the prod.,ion,, of clauses (iv), 
(v), (vi) and (vii) of sub-section 
(2) of sect£on 10. 

12-A. Whet·e a managing a.qent 
· · of a company is lia-

A 
ManaCoging ble under a.n agree-

geney In~ f 
mission. ment made or 

adequate considera
tion to share managinq agency 

NOTES 
Section 12-A. 2\'eto.-This introduces into the Aet a new provision for. t.JJ.e special 

.case in which managing agency commission is shared among two or n1oreo reripients and 
pro,--ides a means by whieb. each of t.he recipients may be cha.rgP.d only oq the share which 
00 is actually entitled to receive. 

This saction has been introrluced t.o get over the decision of the Privy Ootmcil in 
Tata HyiJ.ro..Electric Agenc~s v. Ccnnmissioner of lfW.'Otm8-tax, (64 I.A. 215; I.L.R. 1937 
Tlom. 388; A.I.R. 1937 P.C. 139; (19o7) 2 M.L.J. 763; 1937 I.~·.R. 200) a.nd of the 
llombay High Court in Ma~d & Co. v. Commiui<mer of 11--ta.<, (A.I.;&. 1935 
Dom. 197; 37 Dom.L.R. 126; 1935 I.T.R. 459; 7 I.T.C. 466) wherein it was held that 
wh61',e under a eont:rMt, pa.rt of the 1ll&llD.ging agency remuneration is payable to another, 
the same cannot be allowed as a dcdtJ,L-tion to the Managing A~ta. 
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commission with a third party or 
parties, the said agent and the 
said party or partie.~ shall file a 
declaration showing the. pro
portion in which such commission 
is shared between them, and on 
proof to the satisfaction of the 
Income-tax Officer of the facts 
contlllinea in such declaration such 
agent and each such party shall be 
chargeable only on the share to 
which such agent or party is 
entitled un!der the agr.eement. 

13. Income, profits and gains 13. Income, profits and gains 
shall be com,puted, Method f shall be computed, 

Method of for thE' purposes of accountina, 
0 for the purposes of 

accounting. ...., • d sections 10, 11 and sections 10 • • an 
12, in accordance with the methotl 12, in accordance with the method 
of accounting regularly employed of accounting regularly employed 
by thE> assessee : by the assessee: 

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

14. (1) The tax shall not be payable by 
Exemptions of a general an assessee in respect of any sum which he 

nature. receives as a member of a Hindu undivided 
family. 

(2) The tax shall not be pay
able by an assess!'e in respl'ct of-· 

(2) The ta.r shall not be pay
able by an assessee-

NOTES 
8rotttm14. Sr1h _.t't'tioft. (2) (a) exempt& from taxa.tiQil dividenU of companies whose 

profit. have boon as:u~d to tax. This provision needed amendment as the :·esul't of a Privy 
Coundl det'ision Omt it exE>mpta the l\"holt\ dividend QV8Il wben only part of the Company's 
profi!B f,.,... been IRJ<od. Instoo.d of ame.nding it, it baa been decided to delete it a.nd 
ttmond ..... tion 16 (2) anti aection 18 (5). Tho reeult of th&!e changoes will he thaJi&divi· 
dt'l\d will no lon~.r be exempt. It. wiU be on the same footing aa interest lln areurities 
P.nd eretlit. for tJ1e 8Jlpropriate amount of tax em lit will be given in the eoo uent, 
Other Md:•ona afl't\c".t~ are 8«\tions 48 and 49. 

Sttb·~f'liv• (!!). rkltrM'& (b) and (") ot aeetion 14 mcempt the proportionate sha.res, 
ut tlae tnxNJ protita of firms a.nd Q8So0e,io.tiona of individua.la. SinN it baa been decided 
IS<'<·lioo 23 (6)j to t.ax the partners of .egiata-ed firma dii'Erllly, Jhla aub.-sion aa 
RWt"U\It>d f\\ls.tes only to un.regiatl"'.n!d. firma ud it exempts not the amoUDt (whieh 
is 80\'f exempted) of tl1e flrm'e profita p."'~onate to t.be n &see's share thereoin &i the 
tim~ of maki~ tlatt a~<mtent but the portion of the firm ~s taxed profits whieh tha 
~'it't' is eutit~t-d to ft'leleive. 'fhis ehAuge is made iD. pursua.uee of a ~iaion to take as 
U\~ basis for i~"tllue-tax pul'p<l8t16 tile ac-tual eh&nll of the prel"'ioud year. The same 
J'rwdple hu bt."t'D. 111.lopt..sl ia amending section 26. 



44 

OLD. 
(a) any sum which he receives 

by way of dividend as a share
hoider in a company where the 
profits or gains of the com<pany 
have been ass~ssed to income-tax; 
or 

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

(c) any sum which he receives 
as his share of the profits or gains 
of an association of individuals, 
other than a Hindu undivided 
family, company or firm, where 
such profits or gains have been 
assessed to income-tax. 

15. (1) The tax shall not be 
Exemption payable by an asses

in the ease of see in respect of any 
life insu:ran- sums paid by him to 
ceo. effect an insurance 

on his own. life or on the life of his 
wife, or in respect of a cdntract 
for a deferred annuity on his own 
life or on the life of his wife, or 
as a contribution to any Provident 
Fund to which the Provident 
Funds Act, 1897, applies. 

[S. 1& 

_(a) if a partner of an un
reg?,S_tered fir:m, in respect of any 
port~on_ of h~s share in the profits 
and gams of t'he. firm computed in 
the ma~er laW, down in clause (b) 
of sub-section (1) of section 16 on 
wh~h the tax has already been 
pa~d by the finn; or 

(b) if a member of an associa
tion of persons othe.r than a Hindu 
undivid~'d family, a company, or a 
firm, in respect of any po.1·tion of 
the amount which 'he i.s entitlerb to 
receive from the association on 
which tax has already been paid b11 
the association_ · 

15. (1) The tax shall not 
be pllyable in respect 

_ Ex emp tion of any sums paid by 
m the case of t If t life insuran- an assessee o e ec 
ees. an insurance on the 

Ufe of the assessee 
or on the life of a wife or husband 
of the assessee or in respect of a 
contract fot a deferred a~uity 
on the life of the assessee or on 
the life of a wife or husband of 
the assess~e, or as a contribution 
to any Provident Fund to which 
the Provident Funds Act, 1925, 
applies. 

NOTES 
Sub·section (2) (b) of section 14 a.s nc>w amended eJ;~empt:R not the omount whi<>h a 

member of an RBsoeiation .rreeiv.es but the amount that he is entitled to receive.-Objeut11 
and Bca80'1&8. 

Seetion 15 gives exemption in the eru;e of life inBllTanee premia and payments 
to Provident Funds and limits the exempt.li.on in reepec.t of those payments Bn:d 
payments tOI Family Pension Funds to 1]6th of total income. In the ease of large incomes 
this is too generous an allowance an.d. therefore sub-section (3) a.s amended limits it to 
Rs. 6,000 or up to 12,000 in the case of o. Hi~U Undivided Family. 

"We have increased the limit impofled on sums exempted from ineome#ax by roo.son 
of payments for lifo insurance and contributions to Provident "Funds from six thoUBS.nd 
rupees to twelve thousa~ rupees in the case of a. Hindu undivided family. The 81E!l00nd 
change made in this clause is merely a drafting improvement. ''-Select Committee Brpurt .. 
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shall be exempted under sub-section (1) any sums pa1d. to effeot an 
insurance on the life of any male member of the family or of the 
wife of any such member. 

OLD. 
(3) The aggregate of any 

sums exempted under this section 
shall not, together with any sums 
exempted under the proviso to 
sub-section (1) of section 7, 
and any sums exempted under 
sub-section ( 1) of sectioo 58-F, 
exceed one-sixth of the total 
incoll!e of the as~ssee. 

16. · ( 1) In coll!puting the 
total income of an 

Ex erup tions assessee sums 
and ~elusions ell!pted under 

ex
the 

ootormmmg the • 
total in.•ome. proVIso to sub-sec-

tion' (1) of section 7, 
the second and third provisos to 
section 8, sub-section (2) of se<'
tion 14 and Sl'<'tion 15, shall be in
duded. 

NEW. 
(3) The aggregate of any 

sums exempted under this section 
shall not, togeth!er with any sums 
exell!pted under the second provi
so to sub-section ( 1) of section 7 
and any sums exempted under 
sub-section (1) of section 58-Ji', ex
ceed in the case of an indiviw11al, 
one-sixth of the total inco-me of 
the assessee, or six thousand 
rupees, whichever is less, and in 
the case of a Hindu undlivided 
family, o'T!4six#k of the total in
come of the assessee, or twelve 
thousand rupees, whic'heve.,· is 
less. 

16. (1) In computing the 
Ex emp tions total in collie of an 

and exclusions 
determining th• assessee-
total income. 

(a) any sums exempted under 
the proviso to sub-section (1) of 
section 7, the seco·nd and third 
provisos to section 8, sub-section 
(2) of section 14 and section 15 
shall be included; 

(b) when the assessee is a 
partner of a firm, then, whether 
the firm has made a profit or a 
loss, his share (whether a net pro
fit or a net loss) shall be taken to 
be any salary, interest, commission 

NOTES 
~tion 10 !ip(ll(':i:flee ~rtain 8Uill8 whiM fU'e to be ineludP.d in c~totaJ inoome''. It 

ia 1\.lllt-nded in th~ fotlowing waY":-
Sub~liott (1) (b), a nt'W provision, preer.ribea the way in whieb tl1e BhRJ'8 (whe-

th('r profit or )o...qs) of a partner in a firm is to 00 eomput('d, This metho,l of com· 
putntion follows tl\e RIOOn«JnlPnt nf St'etion 10 (4) (b), disallo~ in the finn's &..~Pnt 
pa~·nn'llt.a to partn~"'· 

~~u.b-t4"t't\mi (1) (•'), is an important proTision dt'8ignf'd t(l prevent the avoidallt'e of 
tax by the simplP dniM nf 8N1:ling inl"ome upon a!lflthEr pEQ'60ft whose rate of blx is 
lo\\'l!'r than tha.t of thf! spttlor, or by a tre.nsftW of a~.a. so that the inoome t~refrom 
aril!lflll to sul"h otht'-r pNSOn. This a.m('lfl~nt providEs thR.t the int".ome in sut!h a t!.8..9Et is 
'to be tr-Mtt'd aa tlte inC'Iome of the settlor or tra.n!lferor. Whe~. h~wr, 1:he a.!!I9N8 aft'l
lm!l'tl"Rbby b'anst..""'l to IUiotfu>r penoa, other than in the o>.........tanoos dealt :with in 
tru""""'lion (S) (&),the lneome th""'trom Ia not to be dt!emod to beiD<ome of the tnnsferor. 
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or other remuneration payrible to 
him by the form in respect of the 
previous year increased or decre
ased r.espectively by his share in 
the, balance of the profit or loss of 
the firm after the deduction of any 
interest, salary, commission or 
other remuneration payable to 
any partner in respect of the pre
vious year: 

Provided that if his share so 
computed is a loss, such loss may 
be set off or carried forward and 
set off .in accorda11ce with the 
tJrovisions of section 24; 

(c) all income arising to any 
person by virtue of a settlement 
or disposition wn ether revocable 
o.r not, and whether effected be
fore or after the commencement 
of the Indian Income-tax (Amend
ment) Act, 1fl39, from assets re
main·ing the propert;IJ of the set
tlor o.r disponer shall be deemed 
to be income of th~ settlor or dis
poner and all income arising to 
any person by virtue of a revoca
ble transfer of assets shall be 
deemed to be income of the trans-
feror: · · 

Provided that for the pur
poses of this clause a settlement, 
disposition or transfe.r shall be 
deemed to be ret•oca!Jle if it con
tains any · provision for the re
transfer directly or in·directly of 
the income or assets to the settlor, 
disponer or transferor, or in any 
way _qives the settlor, disponer or 
transferor a ri.'}ht to re-assume 
power directly or indirectly over 
the income or assets : 

Provided further that tne 
expression 'settlement or disposi
tion' shall for the purposes of this 
clause include any disposition, 
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(2) For the purposes of sub
section (1), any sum mentioned in 
clause (a) of sub-section (2) of 
section 14 shall be increased by 
the amount of income-tax payable 
by the company in respect of the 
dividend received. 

NEW. 
trust, ccn;enant, agreement or 
arra~tgement, and the expression 
"settlor or disponer" in relation 
to a settlement or di.~position shall 
incl-ude awy person by whom the 
s.ettlement or disposition was 
made: 

Provided further that this 
clause shall not apply to awy in
come arisit~g to any person bY 
virtue of a settlement or disposi
tion whick is not revocable far a 
period exceeding six years or dur
ing the lifetime of the person and 
from whick income the settlor or 
disponer derives no direct or in
direct benefit, but thr1t the settlor 
shall be liahle to be assessed on. 
the sa·id income as and when the 
power to revoke arises to him. 

(2) For the purposes of in
clusion in the total income of an 
assessee any dividend shall be 
deemed to be income of t'he pre
vious year in which it is paid, cre
dited or distributed or deemed t() 
have been pa-id, credited or dis
tributed to him, and shall be in
creased by the amount of income
tax (bu.t twt super-tax) payable 
thereon calculated at the rate ap
plicable to t11e total income of a 
compan.11 for the financial "ear in 
t~.•hich the dividenrl i.~ paid credit
ed or 'disfrib'!tfed or deemed to 
'have bet>n paid, crt>difed or distri
b uJei/.: 

Prot>idt>d that trl1t>n any por
tion. of the profits a11d qains of fht> 

NOTES 
Sob....,.fimt (S) of """tion 1G pro<idN for the lnolul<ion in "total iuooR1l'" of /!he 

tu on tho divid•nd Alonl!' with tho dividond. As """"'dod it pm.idoo for t:M in<h,.;;oa 
of p91tly tuod proftto. Th• form of tho ou~n bAA - al~ to ""iti t:M dt>linition 
of "dh..,dNld" in (ttl("(iou. 8 {~A). 

~ub....~'t:ion (2) nnllifiN the df't'iai.OD. of tJw. Privy Cou.nril in r~ co .... Luic.lt(T of 
,....,.,,..taz v. H""!l"'f<>rd ''"""''"""'' Trou1 Ltd., (63 I.A. 3.>'11: I.L.R. 1937-1-Cai. 
f37; A.I.R. 1936 P.C. 219; n M.L • .T. COS; 11 I.T.C. <16; 1936 I.T.R. !70 that a 
sh ..... hold .. o.onnot ))(' ... - ill """""" of divideDds ............ br him from !Jut profits or 
a t'Oiltpa.ny which inolud<d ln...,.. that """' not luahle u the bAnda of the _,pan,.. 
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compawy out of which such di.i:i
dend has bee1b paid, oredited or 
distributed or deemed to have 
been paid, credited or ·distributed 
was not liable to income-tax 
in the hands of the company, the 
income-tax to be added under this 
section shall be calculated uvon 
only such portion of the dividend 
as the amount of the profits and 
gains of the compan1J -liable to 
income-tax bears to the total pro
fi.ts aWd gains of the company. 

(3) In computing the total income of any individual for the 
_purpose of assessment, there shall be included-

( a) so much of the income of a wife or minor child of such 
individual as arises directly or indirectly-

(i) from the membership of the wife in a firm of whieh her 
husband is a partner; 

( ii) from the admission of the minor to the henefit.s of part
nership in a firm of which such individual is a partner; 

(iii) from assets transferred directly or indirectly to the wife 
by the husband otherwise than for adequate consideration or in con
nection with an agreement to live apart; or 

( iv) from assets transferred ( iv) from assets transferred 
directly or indirectly to the minor directly or indirectly tO< the minor 
child, not being a married daugh- child, npt being a married daugh
ter, by such individual; and ter, by such indivirlual otherwise 

(b) so much of the income of 
any association of individuals 

than for adequate consideration; 
and 

(b) so mueh of the income of. 
any person or associ-ation of per-

·NOTES 
Sub-section (3) (b) •. -T4o wording of this clause hila been foun<l to be defeeiive as 

it may be :Possible for a.' person to transfe'r; ineome to an association of \individua.Js whieh 
includes a. person other th"an that in'dividua.i. ar his wife but in au~h eircuJMtances :tftnt !the 
income become& the income of the wife or minor chilJ1. For thiA reason ~ho words ""..on
sisting of su<'.h individuaJ. an(J his wife" a.rie being orn.L't!ted and the words "for the benefit 
-of his wtife or a minor ehiM or both, ~e being added. I.t jWilt be set1.n that the provi
sions in sub-seetion (1) (r.) eover all eases of transfers o~ inc>..ome and Rlso <'.ovP.r oosee of' 
revocable transfm·s of assets.. This clause as now amended eov(.'TS the further cnsea of 
irrevocable transfers of asse-ts where the income aemmcs jOO the benefit of tJte wife or 
minol' child of the tTIUlSferor--objt:cts and reasons. 

Section 16.--We he.ve supplemented clause (o) of the new sub-section (1) 
-o:f section 16 of the Act by the addition of two de:finit'iQns, the filrst explaining the rtlerhn 
1 'Tevocable,, and the second explaining the terms r 'settlement or dispos\tion', and ''settlor 
or disponer. ' , 

The f•.hangc mnde in suU~sP.ction (3) of sedtJ,on 16 of the Act, as wnenfled by 
sub-clause (b) of tllis clause of the Bill, introduces ftnto c,lause (b) of sub-section (3) 
of section 16 of the Act the words "othezfWise than for a.<\equnte conside$-tion, whi('h 



.s. 17] THE INDIAN INcoME-TAX AcT,· 1922 . 49. 

OLD. 
eonsisting of such individual and 
his wife as arises from assets 
transferred to the associ.a tion by 
such individual. 

17. Where owing to the fact 

Reduction of 
tax when mar
gin above a 
certain limit i& 
small. 

that the total in
come of any asses
see has reached or 
exceecled a cectain 
limit, he is liable to 
pay income-tax or 

to pay income-tax at a higher 
rate, the amount of income-tax 
payable by him shaH, where neces
sary, be reduced so as not to ex
eeed the aggrPgate of the follow
ing amounts, namf'ly :-

(a) the amount which would 
have been payable if his total in-

NEW. 
sons as arises from assets trl!,li.Sc 
£erred otherwise than f9r . ade~ 
quate consideration to the person 
or association by such individual 
for the benefit of his wife o.r a 
minor child or both. 

17. (1) Where (J person is not 
. resident in British Derenm.n-

ation of tax India, and is a 
payable in oer- British subject as 
tain special defined in section 17 
ca.sBB. of the British N a-

t-ionality and Stat,~,s of Aliens Act, 
1914, or a subject of a State in 
India or Burma, the tax, includ
ing super-tax, payable by him or 
on his behalf on his total income 
shall be an amount bearing to the 
total amount of the tax including 
super-tax which would have been 
payable on his total world income 

NOTES 
&rf'l nlrf'ad.v to bP found in clause (a) (f..:i) of that sub'18'eCtiOn anfl had previously been 
muiUM by oversight. Select Committee Report. 

The lMt proviso to s. 16 (1) (c), wa.s added by '!.he Assembly to make it clear tha.t 
nnl.v thoae St>tllero~nts ru;.d t.rusts \vbieh are likely to ·lend themselves to evasion of te:x: are 
;nt<"ntl<Pd to be affected and not other eases. 

The words t' oth(torw.i.Se than for" ad~qua.te consideration t' WtJre added by the Assembly 
in s. 16 (3) (a) (it') and 16 (3) (b), to bring tJu.tJ clause also Into line witlt s. 16 (3) 
(a) (iiO). 

l~fftWln 17 (mar~;inal relief) which becomes superfluous owing to the adoption of' 
tht' "slnb" syt'ltt>m of rates is dcloftt.d and a new section 17 p1'1E'6erihing the way ~ax is 
to be ~letl"rmined in eertain 009t"8 is substitutOO.. 

Sub·B'<Iioro.t (I) and (2) determine the tal< pa.yabld by non-residents witb non-taxable 
for('ign in<"ome an.J penons with exempted income wb.'ieh is includt.>d in Mtal income. The 
print'.iple adopkad is to oo.l<"ulat.o tbe tax (including auper4a..~) on the wltole income of the 
M~essefl and levy tha.t proportion of it whidt the lin.ble inc.ome bPn:rs to thf' whole inl"..ome. 
Tht' importnnt point about \his amt'ntlment is tha.t the •te applled to the taxable ineome 
is the rate applit'nblfl to tho whole ineome. In t.he case of non-British non·rftlitlents 
Jn,•ome·tnx will be pn~·able at the ma.xinmm rate-Objt-rta aM R~a80'M . 

• • • • • 
ThE~ rt'feron~e t.o Rurnta introdu«'fll in aub..qec,t.ion (1) of section 17 of the Aet is 

Jnthlt' for the pur~ of n,~ording to States in Burma the same trftl.tment as is e.ecorded 
by tlte Burmnn law to Statn~ in IndiA. 

Tho words inoer~ in sub-ee<tion (9) of ...-tiou 17 of tbe Aot ""' u.......,.,., bet-.IUisa 
Bn \11\l'('IZ'i:!ltfo~ flrm may undt>l' &t'JCti<m 23 (5) of the Aot be an ssed ns a registered finn 
ftnd tb• P"""'"' su-tion ia not irotton<k>d to appl:y wiuft an nuregioOered firm ;,; oo 
.... ~. S•lrd COMWlilfH R~l. 
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come had been a sum less by one 
rupee than that limit. and 

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

NEW. 

haiL it been his total income the
same propartion as his total in
come bears to his total world in
come; and in the case of 0/r//!f other 
non-resident person, the income-
tax payable by 'him or on his be
half on his total income shall be 
at the maximmn rate and the 
super-tax payable thereon shall 
be an amount bearing to the total 
amount of swper-tax u;hich would. 
have been payable on his total 
world income had it been his 
total income the same proportion 
as his total income bears to his· 
total world income. 

(2) Where there is includetl 
in the total income of any assessee 
0/r//!f income (including income 
f!T'om a share in an unregistered: 
firm, if assessed as such) exempt
ed from tax by or under the pro
visions of this Act, the income
tax excluding super-tax payable· 
by the assessee shall be an amount 
bearing to the total amount of the 
incom~-tax excludin,q super-tax 
which would have been payable 
on the total income had no part of 
it been exempted the same· pro
portion as the unexempted por
tion of the total income bears to· 
the total income. 

CHAPTER IV.· 
DEDUCTIONS AND AsSESSMENT. 

Payment by deduotion at 18. (1) Omitted by Act XVlli of 1933. 
aource. 

(2) Any person · responsible 
for paying any income chargeable 

(2) .Any person responsible 
for paying any income chargeable 

NOTES. 
Section 11, Sub· section (2) .--In the ABBembly the words ''the income-tax exelUil.ing 

super-tax payable by the assessee shall be an amount bearing to the tatnl amount iof the· 
iuc.o1u:e-tax excluding super-tax" were substituted for the words "tho tax pa.ya.ble by lhe 
88SC8See shall be .an amount beru-ing to the total amount of the tax including ·super-to.x" 
origina.lly ill the :Sill. 

The object of this \vas to prevent what would have been otherwise dooo, viz .• to
include tib.e allowan<'.e of relief fl'om BUper-'tall: in ntipeet of payments of life assurance
and to exclude theru also from tax free Beeuritiee. This was not the intention. 
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under the head "Salaries" shall, 
at the time of payment, deduct 
income-tax but not super-tax on 
the amount payable at the rate 
applicable to the estimated income 
of th·e assessee under this head: 

NEw. 
under the head "Salaries" shall, 
at the time of payment, deduct 
income-tax and super-tax on the 
amount payable a~ a rate repre
senting the at:erage of the rates 
applicable to the estinnated total 
income of the assessee under this 
head: 

Provided that such person may, at the time of making any 
deduction, increase or reduce the amount to be dedu(.ofcd under this 
sub-section for the purpose of adjusting any excess or deficiency 
arising out of any previous deduction or failure to deduct. 

(2-A) Notwithstanding anything hereinbefore contained for the 
purpose of making the dedn.ction under sub-section (2), there shall be 
included in the amount payable any income chargeable under the head 
"Salaries" which is payable to the assessee out of India by or on 
behalf of the Crown, and the value in rupees of such income shall be 
calculated at the prescribed rate of exchange. 

(2-B) Any person responsible 
for paying any income chargeable 
under the hearl "Salaries" to a 
person not residl"nt in British 
ln.dia shall at the time of payment 
ded'lict income-tax nt the nUIXimum 
rate1 anrl also S11per -tax at the mte 
or rates applicable to the estimaterl 
income of the assessee unrler this 
head. 

(3) The person responsible for paying any income chargeable 
under the head "Interest on securities'' shall, unless otherwise pres
cribed in the case of any security of the Central Government, at -the 
tim!' of payment, deuUl't Income-tax but not super-ta.'l: on the amount 
of the· interE>st payahle at the maximum rate: 

Provided that where the In- Provided that where the In-
come-tax OfficE'r giv!'s a certifieate come-tax Officer gives a certificate 
in writing (which certifieate he in writing (wh,ich certificate he 
shall pve in every proper case on shall give in every proper casco on 
thE' application of thE' ass~>ss!'e) the application of the assessee) 
that to tl1e hPst of his b~>lief thE' that to the best of his belief the 

NOTES. 
BN>Iioto 18 deals with d~otion of taz at ooaroe and is aml!lldecl ID. 'the followmg 

Wl\y&:-

.~llll--•iott (9) as am...p..! pro9idoo for decluetion of oupor-taz at aoarce-trom 
.. Nlari.M, and is oth~ ameaded to C'Gilform. with the ualab'' syataa of rata . 

..,.,...<lioa (S-B), a new provision, providOB '"" the ded'u<tion of m-tu at the 
mnximum rRto •nd ~UpM'·tu: at eouree from "Mlariea•• pRyable to llon-ft!Sidt"D.ta. 
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total income of a recipient will be 
less than the minimum liable to in
come-tax or will be liable to a rate 
of income-tax less than the maxi
mum rate, the person responsible 
for paying any income herein re
ferred to to such recipient shall, 
until such certificate is cancelled 
by the Income-tax Officer, pay the 
income without deduction or de
duct the tax at such less rate, as 
the case may be. 

(3-A) Where th'l Income-tax 
()fficer has reason to believe that 
the total income of any person 
residing out of British India to 
whom any interest not being "In
terest on Securities" is payable, 
will in any year exceed the maxi
mum amount which is not <'harge. 
able with super-tax under the law 
for the time beinp: in force, he 
may, by order in writing-, require 
the person responRible for paying 
such inter·e·st to snch person to 
deduct at the time of 'Payment 
income-tax and super-tax at the 
rates determined by the Income-

NEW. 
total income or the total world 
imcome of a recipient will be less 
than the minimum liable to income
tax or will be liable to a rate of 
income-tax less than the maximum 
rate, the person responsible for 
paying any income refe.rred to i-n 
this sub-section or in sub-section 
(2-B), as the case may be, to such 
recipient shall, until such certi .. 
fieate is cancelled by the Income
tax Officer, pay the income without 
deduction or deduct the tax at such 
less rate, as the ease may be. 

(3-A) Any person responsible 
for paying to a person not reside~lf 
in British India anv interest not 
being" Interest on Solcurities", or 
any other sum chargeable under 
the provisions of this Act, shall, 
at the time of payment, unless he 
is himself liable to pOt!J income
tax thereon as an a.qent, deduct 
hlCome-tax at the maximum rate, 

(3-B) W1tere the Income-tax 
Officer has reason to believe that 
the total world income of any per
son residing out of British Inodia 
to whom any interest not being 
"Interest on S('('uriti{'s" or. Un?J 

other SUih cnw·qea!Jle under thi.~ 
Act is payablP, will in any year 
E'"X(leed the maximum amount 
which i.s not charg-eable with 
super-tax undPr thl' law for th~> 
time bei~g in forcP, he may, by 
order in writing, require the 
person responsible for makinq 
such payments to such person to 
deduct at the time of payment 

NOTES. 
. Section J8, . Sub-seotion. (3-A), a new provisiqn, provides for deduction of tax ati 

· ~IJurea from intere~t o.nd othel' payments made to non-residents. In the eA..Cie of residP.nU! 1t 
is not advisable to make such dednction because of praetica.l eomplieations, but in the ease 
of non-residents it is rulvisa.ble to eeeure the tax in th..is way if it can be done. Whel'8 
deduction 81't source is not practicable, tl1e payments will be •lisallowed in the payer's 
nssessments (Sections 9, 10 and 12). Con.aequential a.ru.endmenb are mn.de in sub-sectWna 
(3-B) (3-C) a.nd (3-D) [whieh HT~ ro-nwnbered (3·C}, (3-D) Bnd (3-Tl') J. 
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tax Officer to be applicable to the 
total income of such person in that 
year. 

(3-B) Where the person res
ponsible for paying any interest 
not being "Interest on Securities" 
to any person pays to that person 
in any year an amount of such 
int.erest exceeding in the aggre
gate the maximum amount which 
is not chargeable ·with super-tax 
under the law for the time being 
in force, the person responsible 
for opaying such interest shall, if 
he has not reason to believe that 
the recipient is resident in British 
India, and no order under sub
section (3-A) has been receiv-ed in 
respect of such rPcipient, deduct 
at the time of pa:Ymcnt income-tax 
on the total amount of such inter
Pst at the rate apprtJpriate to such 
total, and super-tax on the amount 
by which such total exceeds the 
maximum ammmt. not chargeable 
with super-tax at th.~ rate appli
cable to SU1'Jl exCPSS. 

(3-C) WbPre the Ineome-tax 
Offioe-r has n•ason to bPlieve that 
an~· person, who is a shareholdPr 
in a company, is r!'sident out of 
British India and that the total 
incomP of suclt p!'rson will in any 
y.('ftr exceed the maximum amount 
whh•h is not chargt>ahle to super
tax under the law for thl" time 
lwing in force, he may, by orcll'r 
in writing, ret!Uirl' the principnl 
officl"r of the rompnny to dt•clurt 
11t thl" tiroo of payment of any 
ilividPncl from thl' l'ompnnv to th!' 
dl.llreholdt•r in that )"!'llr SU]l!'r-l!l'l: 
11.t Slll'h rat.e RS tltl" Tnroml"-tax 
~ffirt•r may dPt .. rminl" as hPing tl1!' 
rate applil'ablt> in respl'et of thl" 

NEW. 
super-tax at the rates determined 
by the Income-tax Officer to be 
applicable to the total world 
income of such person in that year. 

(3-0) Where the person res
ponsible for paying any interest 
not 1being ."Interest on Serurities" 
o1· any other sum chargeable un~ 
der this Act to any person makes 
io that person in any year pay
ments exceeding in the aggregate 
the maximum amount' which is not 
chargeable with super-tax unrler 
the law for the time being in force, 
the person responsible for 
•nu~t.··wq such payments, shall. 
if he has not reason to believe 
that the recipient is resident 
in British India, and no order 
under Sltb-scction (3-B) has 
been received in respect of such 
reripient, cleduct at the time of 
payment • • • • super-tax on the 
amount bv which the total amount 
of such ·payments exceeds the 
ma'l:imum amount not chargeabl~ 
with suoper-tax at the rate appli
cable to such excess. 

(3-D) Where the Income-tax 
Officer has reason to believe that 
nny person, who is a shareholder 
in a company, is resident out of 
British India nnd that the tota 1 

u>nrld income of such person will 
in any Year excel"d the maximum 
amou~t.\vhich is not chargl"able to 
super-ta'l: wtder the law for the 
time being in force, ·he may, by 
ordl"r in writing, rl"quire the prin
~iopal officer of the company to 
deduct at thE' time of payment of 
any dividenrl from the company 
to thE' shareholder in· that year 
~upl'r-tax at ~'<nrh rate as the In
roml"-tax Offi('(>r mav determine as 
hPing the rate applicable in rP~-
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OLD. 
income of the shareholder in that 
year. 

(3-D) If in any year the 
amount of any dividend or the 
aggregate amount of any divi
dends paid to any shareholder by 
.a company (together with the 
.amount oif any i.ncome-tax payable 
by the company in respect there
-of) exceeds the maximum amount 
'()f the total income of a person 
which is not chargeable to super
tax under the law for the time 
being in force, and the principal 
'()fficer of the company has not 
reason to believe that the sharP-
holder is resident in British India, 
and no order under ~<nb-section 
(3-C) has been received in respect 
<lf such shareholder by the princi
pal officer from the Income-tax 
Officer, the principal officer shall 
at the time of payment deduct 
super-tax on the amount of such 
excess at the rate wl1ich would be 
applicable under the law for the 
time being in force if the amount 
of such dividend or dividends 
(together with the amount of such 
income-tax a~ aforel'aid) consti
tuted the whole total incoiM of 
the shareholder. 

NEW. 
pect of the income of the share
holder in that year. 

(3-E) If in any year the 
amount of any dividend or the 
aggregate amount of any divid
dends paid to any shareholder by 
a company (together with the 
amount of any income-tax,payable 
by the company in respect there
of) exceeds the maximum amount 
of the total income of a person 
which is not chargeable to super
tax under the law for the time 
being in force, and the principal 
officer of the company has not 
reason to believe that the share
holder is resident in British India, 
and no order m•cler sub-section 
(3-D) has been received in respect 
of such shareholder by the princi
pal officer from . thE' Income-tax 
Officer, the principal officer shall 
at the time of payment dedu<'t 
super-tax on the amount of such 
excess at the rate which would be 
applicable under the law for the 
time being in force, if the amount 
of such dividend or dividends 
(together with the- amount of such 
income-tax as aforesaid,) cov.sti
tuted the ·whole total income of 
the shareholder. 

(4) All sums deducted in accordance with the provisions of 
this section shall, for the purpose of computing the inbome of an 
assessee, be deemed to be income received. . 

(5) Any deduction made in (5) Any deduction made in 
accordance with the provisions of accordance with the provisions of 
this section shall be treate'd as a this section and any sum. b.IJ which 
payment of income-tax or super· a dividend has been increased 
tax on behalf of the person from under sub-section (2) of slletion 
whose income the deduction was Hl ~hall be treated as a payment 
made, or of the owner of the of income-tax or super-tax on 
security, as the case may be, and behalf of the person from whose 

NOTES. 
Seotton. 18, Bub..,entitm, ( 5), as amended, includes ineome-tax on ' !dividend aa a. BWB 

for which credit is to be given to the ohareholdor in his 88!ieaament. 
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OLD. 
~redit shall be given to him there
for in the assessment, if any, 
made for the following year under 
this Act: 

NEW. 
income the deduction was made, 
or of the owner of the security or 
of the shareholder, as the case 
may be, and credit shall be given 
to him therefor in the assessment, 
if any, made for the following 
year under this Act : 

Provided that, if such person or such owner obtains, in aooord
.ance with the provisions of this Ac;t, a refund of any portion of the 
tax so deducted, no credit shall be given for the amoun,t of such 
refund. 

Provided further that where 
such person or owner is a person 
whose income is included 1,mder 
the oprovisions of sub-section (3) 
of section 16 in the total income 
o:f another person that person 
shall be deemed to be the person 
or owner on whose oohalf pay
ment has been made and to whom 
credit shall be giwn in the assess
ment for the following year. 

Provided further that where 
such pe-rson or owner is a person 
whose income is included under 
the provioSions of clause (c) of 
sub-section (1) or sub-section (3) 
of selction 16, section 44-D, or sec
tion 44-E, in the total income of 
another person such 'Jther person 
shall be doomed to be the person 
or owner on whose behalf pay
ment has been mad~ and to whom 
credit shall be given in the assess-
ment for the following year. 

(6) All sums deducted in accordance with the provisions of 
this section shall be paid within the prescribed time by the person 
ma_king the deduction to the credit of the Central Governme~~tt or as 
the Cen,tral Board of Revenue directs, 

(7) If any such person does not 
deduct and pay the tax as I>equired 
by or under this section, he shall, 
without prejudice to any other 
ilonseqnences which he may incur, 
be deemed to be an assessee in 
d.e.fault in respect of the tax : 

(7) If any such operson does 
not deduct or after deducting fails 
to pay the t.ax as required by or 
under this section, he, and ip. the 
cases specified i11. sub-sections 
(3-D) a,nd (3-E) the company of 
u•hich he is the principal officer 
shall, without prPjudice to any 
other consequences which he or it 
may incur, be deemed to be an 
assessee in default in respect of 
the tax: 

Provided that the Income-tax Officer shall not make a direction 
under sub-section ( 1) of section 46 for the recovery o'f any penalty 

NOTES. 
Sulioa 18, SoW-s..,.ioa (7), oa a.me~~dod, provid"'> in the oaae of tax not dedurW 

at 11011roe undor •nh-eootioaa (3·D) aod (s..B), for ita ....,_, born the eompao:r u well 
u from tho priueipal offi-. 



56 THE INDIAN INcOME-TAX AcT, 1922. [S. 19' 

.from such person unless satisfied that such person has wilfully failed 
to deduct and pay the tax. 

(8) The power to levy by ueduction under this section shall be 
without prejudice to any other mode of recovery. 

OLD. 

(9) Every person deducting 
income-tax or super-tax: in accord
ance with the provisions of sub
section (3), {3-A), (3-B), {3-C) 
or {3-D), shall; at the time of pay
ment of interest or dividends, fur
nish to the person to whom such 
payment is made a certificate to 
the effect that incon,e-tax or super
tax has been deducted, and &peci
fying the amount so deducted, the 
rate at which the tnx has been 
deducted, and such other parti
culars as may be pre~cribed. 

19. In the case of income 
. chargeable under 

.:O~r::~. m any head other than 
''salaries" or "in

terest on securities", and in any 
case where income-tax has not 
been deducted in accordance with 
the provisions of section 18, the 
tax shall be payable by the asses
see direct. 

NEW. 
(9) Every person deducting 

income-tax: or super-tax in accord
ance with the provisions of sub
section '~), (3-A), (3-B), (3-C) 
(3-D) 01 (3-E), shall, at the time 
of payme> t of the sum from which 
tax has be deducted, furnish to 
the person to whom such payment 
is made a cer."ficate to the effect 
that income-ta: or super-tax has. 
been deducted, d specifying the 
amount so deducted, the rate at 
which the tax has been deducted, 
and such other particulars as may 
be prescribed. , 

19. In the case of income in 
· respect of which 

Payment in provision is not 
other cases. d d . ma .e un er sectwn 

18 fo.r deduction ·of income-ta.r at 
the time of payment, and in any 
case where income-tax has not 
been deducted in accordance with. 
the pro'l!isions of section lfl, in
come-tax ·shall be pa1Jable by the 
assessee direct. 

19-A. The principal officer of every company shall, on or before 
the Hith day of June in each year, furnish to 

Supply of infonnation the prescribed officer a return in the prescribed 
regsrding dividends. f form and verified in the prescribE-d manner o 
the names and of the addresses, as entered in the register of share
holders maintained by the company, of the shareholders to whom a 
dividend or aggregate dividends exceeding such amount as may be 
prescribed in this behalf has or have been distributed during the 
preceding year and of the amount so distributed to each such sharP
holder. 

NOTES. 
Section 19 is c.nlargerl in eonsequence of the amendment of section 18. Ineome-tax 

ohall be payable by the <ullleBBee direet if not deduotable and deduotled under ssotion 18. 
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20. The principal officer of every com'Pany shall, at the time of 
Certificate by company distribution of dividends, furnish to every 

to sho.rcllnldero receiving person receiving a dividend a certificate to the 
dividends. effect that the company has paid or will pay 
income-tax on the profits which are being distnibuted, and S'IJecifying 
such other particulars as may be prescribed. 

OLD. 
20-A. The person responsible 
Supply 

information 
regarding iD.. 
lerest. 

ot for paying any in
terest not being 
"Interest on securi
ties" shall, on or 

before the fifteenth day of J nne in 
each year, furnish to the prescrib
ed officer a return in the prescribed 
form and verified in the pres
cribed manner of the namee and 
addresst's of all 'Persons to whom 
during the previous financial year 
he has paid interE>st or aggregate 
int!'J-est !'Xreeding such amount 
not being less than one thousand 
rup!'e~ as may he pres<'rihed in 
this hPhalf, together with the 
amount 'PRid to earh such person. 

21. The prPsrrihed person in 
Annual re- the rase of everv 

!urn. Government office, 
and the principal officer or the 
pN?srrilled 'f.l!'rson in the case of 
ev!'ry loc.al authority, company 
!>r otlwr public borl~· or assoria
tion, and evE>ry privatE> employ!'r 
~l1all preparE>, and, within thirty 
davs from thE> 31st dav of 1\farch 
in ·!'a!'h yPar, dl'livl'r or r.ause to 
l1!' dl'liwrE>d to thE> ln!'-omE>-tax 
Offi<'!'r in thP '('lr!'~<·ribPd form, a 
r<'turn in WTitin~ showi11g-

(a) thiO' name and, Ro far as it 
is lmnwn, thE> addrPss, of t>v!'ry 

NEW. 
20-A. The person responsible 
Supply of for pa)'ing any in-

information terest not being 
regarding in· "I.nter!'st on securi-
terest~ h ties" s all, on or 
before the fifteenth day of,June in 
each year, furnish to the prescrib
ed officer a return in the prescribed 
form and verified in the prescribed 
manner of the names and 
addresses of all 'Persons to whom 
during the previous financial year 
he has paid interest or aggregate 
inter.est exceeding such amount 
not being less than four hund.rerl 
rupees as may be prescribed in 
this behalf, together with the 
amount 'Paid to earh ~uch person. 

21. The prescribed person in 
Annual re- the ease of every 

tum. Government office, 
and the principal officer or the 
preser1bed 'Person in the ease of 
evE>ry loeal authority, company 
or other public body or associa
tion, and every private employer 
shall pN?pare, and, withiin thirty 
days from the 31st day of March 
in ea<'-h y~>ar, dE>liver or <'ause to 
be deliwred to the Tneome-tax 
Offioor in the pres<'ribed form, and 
1·erijie.d in tlr.e presc-ribed manner, 
a rf'tnrn in writing showing-

(a) the name and, so far as it 
is J.:nown, the addrPss, of evt>ry 

NOTES • 
... ~,.ttW... 20· . .f rt"tloeM from Rs. 1,000 to Ra. 400 the minimum amount of the interest 

pn~'l.ltt~n\ 1\"bil"h tl\e pn~w has under seetion SO·A to report annually to the Ineome·tu' 
om-. 

Sf"('tto. 21 it\ am~ndt-d l!lO as to make the annual return of salaries of employees 
Tf'W'llipbl~. A Jk'IIRlty is proviaW ia ~t.iOJl 52. 

8 
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OLD. 
person who was receiving on the 
said 31st day of March, or has 
received during the year ending 
on that date, from the authority, 
company, body, assoeiation or 
private employer, as the case may 
be, any income chargeable under 
the head "Salari•es" of such 
amount as may be prescribed ; 

(b) the amount of the income 
so received by each. such person, 
and the time or times at which 
the same was paid; 

(c) the amount deducted in 
l'e.&pect of income-tax from the 
income of each such person .. 

22. (1) The principal officer 
of every companv 

Return of • 
income. shall prepare, and, 

on or before the 
iifteenth day of June in each year, 
furnish to the Income-tax Otlicer 
a return, in the prescribed form 
and verli£ed in the prescribed 
manner, of the total income of the 
eompany during the preVIous 
year: 

NEW. 
person who was receiVing on the 
said 31st day of l\Iarch, or has 
received or to whom ·l!'ns d11e 
during the year ending on that 
date, from the authority, company, 
body, association or private em
ployer, as the case may be, any 
income chargeable undPr the head 
"Salari•es" of such amount as 
may be prescribed; 

(b) the amount of thedneome 
so receiwd or so due by each such 
person, and the time or times at 
which the same was paid or due, 
as the case may be; 

(c) the amount deducted in 
l'espect of income-tax and supe.r
tax from the income of each such 
person. 

22. (1) The Income-tax 
0 fficer shall, l}n or 

Return of before the 1st day 
ineome. of l'ifay in each year, 

give notice by publication in the 
press and by publication in the 
presc.ribed manner, requiring 
every person whose total income 
during the previous year exceeded 
the maxim.um am01.mt which is.not 
chargeabl.e · to income-tax to fur
nish, within such period not being · 
less. than si.r:ty days as may be 
specified in the notice, a return, in 
the pr.escribed form and verified 
in the prescribed manner, setting 
forth ( alon.q with such other 
particulars as may be required by 
the notice) Jvis total income and 
total world income during that 
year: 

NOTES. 
"8eotion 22 (1), as amended, preseribes compulsory :returns and serx!Don 22 (2) in 

-consequence makes optional t.he issue by the Ineome-tax Offioer of the nOitJee, now eompul~ 
sory, calling for a return of inteomf'., This ehange in tlte la.w follows the Unittf .. 11 Kingdom 
iaw an.d it is intended as in the United Kingdool that the lneome..tax Officer should (aa he 
.now does) issue notice t.o cn.eh person whom be believes to have an aesessa.ble ineomee 
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OLD. 
Provided that the Income-tax 

.()ffi.cer may, in his discretion, ex
tend the date for the delivery of 
the return in the case of any 
-company or class of companies. 

(2) In the case of any person 
-other than a company whose total 
income is, in the Income-tax 
{)ffi.cer's opm10n, of such an 
.amount as to render such person 
Hable to income-tax, the Income
taJt Officer shall serve a notice up
-on him requiring him to furnish, 
williin such period, not being less 
than thirty days, as may be speci
fied in the notice, a return in the 
1)rescrihed form and verifi,ed in 
the prescribed manner setting 
forth (along with such other 
particulars as may be provided 
for in the notice) his total incomr 
during the previous year. 

(3) 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 

NEW. 
Provided that the Income-tax 

0 fficer may in his discretion ex
tend the date for the delivery of 
the retwn in the case of ai11J per
son or class of persons. 

(2) In. the case of any person 
• • • • whose total income is, in 
the Income-tax Officer's opinion, 
of such an amount as to render 
such person liable to income-tax, 
the Income-tax Offie.er may serve 
a notice upon h'im rPquiring him 
to furnish, within such period, not 
being less than thirty days, as 
may .be specified in the notice, a 
return in the prescribed form and 
verified in the prescribed manner 
setting forth (along with such 
other oparticulars as may be pro
vided for in the notice) his total 
income and total world income 
during the previous year. 

Provided that the Income-tax 
0 fficer may in his discretion ex
tend the date for the delivery of 
the return. · 

(3) If any person has not 
furnished a return within the time 
allowed by or undPr sub-sl'c.tion 
(1) or sub-section (2), or having 
furnished a return under either 
of those sub-sections, discovPrs 

NOTES. 
'The object of the provision p!'ftl<"ribing eompulsory returns is to enable the llll'ome-ta% 
authoriti<B to dftll with d•hmlt<>rs who eon.-! the faot Jha.t thev have buabie lineODIIIlll .. 
It is not- ~onsidered right that the onus of finding suc-h persons ahoultl be on the Ine.ome
tax authoriffies and this prol"ision ooupled .with the ~ provisiona (~tion 28) and the 
-ft:J:tt'llBioo of the til-no for initiAIIt.ing "? smftiidB (aeetioa. 34) is designed to putl thelnt"ome-
tax authoritios in " position to deal a~uately with defaulters. · 

SeC!tlo" 22 (3) a11on a.n &881811t'1ee to file a return or ~ return before assesa
TUl"nt ia made and !10 to eeNpe BD. &IIIM!IMment under &Pqtion 23 ( 4). He is to retain this 
Tigltt (...., -ioa ~3 (f)); but m ordertop.......,.thim-ingtlle<DDSeqU.....,...,fiiiJb. 
Juitting "" origimw foloe n>lunl or ""ding the peu!ty for failure to submit • .......,.,., 
I he t"losing W1X'da vf tlli& sub-eet":tioa ha¥11 bePa omitted and & suitabl., proviao bas beeD 
indt·l ted in 8t'eti0ll '28. 

S<'<'•ioto ~~ (S), a"""" proviaioa, laltee the p~ of eeetioa '38 (3) whi<h is del-. 
It i& f0118id«od thN dl- put;.,.lan ahoald be fontiab.ed u put <>£ the ntum of ia
-·"-06~ eod B-. 



GO T;HE UroiAN !Nco:w:-TAX AcT, 1922. [S. 22 

OLD. 
any omission or wrong statement 
therein, he may furnish a return 
or a revised return, as the case 
may be, at any time before the 
assessment is made, and any re
turn so made shall be deemod to 
be a return made in due time 
under this section. 

NEw. 
any omission or wrong statement 
therein, he may furnish a return 
or a revised return, as the case 
may be, at any time before the 
·assessment is made. • • • • 

(4) The Income-tax Offi<l!'r (4) The Income-tax Officer 
may serve on the principal officer may serve • • • • on any person. 
of any company or on any person who has made a return under sub
upon whom a notice has been section (1) or upon whom a notice 
served under sub-section (2) a has been served under sub-section 
notice requiring him, on a date to (2) a notice requi·ring him, on a 
be therein specified, to produce, date to be therein specified, t-o 
or cause to be produced, such ac- produce, or cause to be produced, 
counts or docum()nts as the In- such acoounts or documents as the 
come-tax Officer may require: Income-tax Officer may require: 

Provided tl1at the fn!'ome-tax Officer shaH n•-'t require the pro
duction of any accounts relating to a period more than three years 
prior to the previous year. 

(5) The prescribed form of 
the ret'/1/fns referred to in sub
sections (1) and (2) shall, in the 
case of an assessee engaged in 
any business, professian or voca
tion, require him to furnish 
particulars of the location and 
style of th,e principal place wh.ere
in 'he carri1ls on the busimess, pro
fession or vo~ation and of any· 
brancb-es thereof, the names and 
adJresses of his partners, if any, 
in such business, profession or 
vocation imd the e:rtent of the 

NOTES. 
In sub-seetion (1) of seetion 22 of the Aet we have alt-ered the wording, so n.s to 

:require the notice under Umt sub·SP.Ction to be published both in the 'Press and also in the 
prescribed tnann<>r instead of allowing publica.tion m either manne!'. 

It haS been madfl r.lear to us that notwithstanding such publication of notioos Govom· 
ment intend that noti<'.~ shall ns hitharto be served on aH peTsons believed to have incomes 
liable to MRBSSmnnt.-Solect Ct:nntmittee Repcwt, 

Section. 22 (1). In the A.ss..>mbly ueixty days'• were sub3tituted far "thirty days" 
nnd the proviso WM aclded to give fliseretion ta the Inc.omB:<tax Officer to extend the date fDI' 
delivery of the l't't-urn. Partieula.re or toW world i..ncDme arc also to be given. The 
sootion hu been antended &o as to do away with serving notices both under eeetion 22 (1) 
and 22 (2) befOI-e cuJJ.ing for ac~ounts. 
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OLD. 

23. (1) If the Income-tax 
Officer is satisfied 

A • • e • •· that a return made 
ment, 

under ~ection 22 is 
-correct and com'Plete, he shall 
assess the total income of the 
.assessee, and shall dPtermine the 
sum payable by him on the basis 
of such return. 

(2) If the Income-tax Officer 
bas reason to believe that a return 
made under seetion 22 is incorrect 
or incomplete, he shall serve on 
the person who made the return a 
notice rPquiring him, on a date to 
be therein specified, either to at
tend at the lnrome-tax Officer's 
offie.e or to produee, or to C'ause to 
be there produced, any evidence 
on whirh such person may rely in 
1'Upport of the return. 

NEW. 
share of the assessee 011ul the 
shares of all such partners in the 
profits of the busvness, profession 
or vocation and any branches 
thereof, · 

23. (1) If the Income-tax 
Officer is satisfied 

A • • • • •- 1uitho1tt requiring. ment. ·· 
the pt·csence. of the 

assessee or the prod·uction by him 
of a1111 evid~e that a return made 
under section 22 is correct and 
complete, he shall assess the total 
income of the ass<'ssee, and shall 
determine the sum payable by him 
on the basis of such return. 

(2) If the Income-tax Officer 
is not satisfied without requiring 
the presence of the person who 
made the return or the production 
of, evidence that a return maile 
under section 22 is con·ect and 
complete, he shall serve on such 
person a notice requiring him, on 
a date to be therein specifietl, 
either to attend at the Income-tax 
Officer's office or to produce, or to 
cau~e to be there produeed, any 
evidence on which such person 
may rely in support of the return. 

(3) On the day specified in th,e notice issued under sub-section 
(2), or as soon aftl'rwards as may be, the Inoomc-tax Officer, after 
ho:>aring such evidt>nce as such person may prorlnee and sneh other 
<>vidence as the Income-tax Offieer may rPquire, on spe<'ified points, 
.,ha 11, by an order in writing, assess t'he total in<'ome of the assessE>t>, 
anti determine the sum 'Payable by him on the bas'is of su<'h assess
mt>nt. 

( 4) If the principal offieer of 
anv Mmpany or any other person 
fnil>' to mnke a rPturn under snh
!H'rtion (1) or sub-s<>etion (2) of 

( 4) lf afl!l person fails fn 
make the rrfunt req•1ired by atty 
ttofi<'e .Qi!'l'lf 1mdrr 8!1b-section (2) 
of Sl'cfion 22 and htts not marle a 

NOTES. 
S<rlioo 2.1, S•b-"'<liOIO (4) BB &meDded, will not apply to a 'f"''"''" who makeo a 

n>hnn untlA" !lt"C"tion 2! (~) (.tn note on Secliou 2! (S) abowJ. In thfl ~lie of ftaiM'M

Jllt'nt Uudt'r thia St•h-at-t.•Jion there hiS bithel'to ~ DO provision .jn terms for refnMl. of 
~~t\str&tion to a. firm. This has now ))p(-u remt-tlirt1. 
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OLD .. 
section 22, as the case may be, or 
fails to comply with all the terms 
of a notice issued under sub-sec
tion (4) of the same section or, 
having made a return, fails to 
comply with all the terms of a 
notice issued under sub-section 
(2) of this section, the Income-tax 
Officer shall make the assessment 
to the best of his judgment and, 
in the case of a registered firm, 
may cancel its registration: 

NEW. 
return or a revised return under· 
sub-section (3) of the same sec
tion, or fails to comply with all 
the terms of a notice issued under
sub-section ( 4) of the same sec
tion or, having made a return,. 
fails to comply with all the terms. 
of a notice issued under sUJb-sec
tion (2) of this section, the In
come-tax Officer shall make the· 
assessment to the best of his·. 
judgment and determine the sum 
payable by the assessee on the 
basis of such assessment and, in 
the case of a firm, may refuse ta
t·egister it or may cance~ its regis
tration if it is already registered~ 

Provided that the registration of a firm shall not be cancelled 
unlil fourteen days have elapsed from the issue of a, notice by the· 
Income-tax Officer to the firm intimatfing his intention 1o cancel its
registration. 

(5) Notwithstanding any
thing contained in the foregoing
sub-sections, when the assessee is
a firrm and the to~al income of the 
firm has been assessed under sub
section. (1), sub-sP.ction (3) or 
sub-section ( 4), as the case may 
be,-

(~) iH the casf'. of a rre.qister
ed firm, the sum payable by the 
firm itself shall not be determinea 
but t1te total i·ncome of each part
ner of the firm, inclwling therein 
his share of its income, profits 
and _qains of the prPvious year. 
shall be assessed anrl the sum pa;y
able by him on the basis of S1tch 
assessment shall be ileterminetl: 

NOTER. ·• 
SP.oticm 23, Svb·s£ctio'11 (5), a new sub-section, provides that i.n ·the ease of Ia. N>qis· 

t.cred firm the partners and not the firm are t.n be .assessed and thP..t th<' pnrtnerlJ of an 
lml'egiPt.ere-.d firm may be RSSGSiE:d in the same way if tJu~y al':e nvoidin.g ~true by oon
TCigistTa.tion. A pat"tner 's sha.re is to be his shal"e of the 'J>l"t'vious yoor 's profits and he 
may carry fol"Wa.r.d hie sha.re of loss. The :firm is to be assessPd on A non-rPsident pa.rtnf'l''B' 
11hare. 
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OLD. 

23-.A.. (1) V!'lu•re the lneome
p0..,... to tnx Offirt>r is satis

...... in•livi- fipd that anv firm or 
duol · member! othPr assoeiation of 
of t'ertain · 
finn•. 8 ,.ooil\. innivirluals <'arrying 
tiona and oom· on nnv husint>ss, 
t•anhe. othPr than a Hindu 

nndh·iol'd family or a l'ompany. is 

NEW. 
Provided that if such share 

of amy partner is a loss it shall be 
set o If against his other income 
or c.arried forward and set o If in 
accordance with the provisions of 
section 24: 

Plf"ovided further that when 
any of such partners is a person 
not resident in British India his 
share of the income, profits and 
gains of the firm shall be assessed 
on the firm at the rates which 
would be applicable if it were 
assessed on him personally; and 
the sum so determined as payable 
shall be paid by tl!e firm; and 

(b) in the case of an un
registered firm, the Income-tax 
Officer may ·instead of determin
ing the sum payable by the .firm 
itself proceed in the manner laid 
down in clause (a) as applicable 
to a registered firm, if, in his 
opinion, the aggregate amount of 
the tax inclnding super-tax, if 
any, payable by the partners un
der such proced1~re would be 
!treater than the a_qgr.e_qate amount 
u·hich would be payable b11 the 
firm and the partners individually 
if tlle firm were as-sessed as an 
1mregistered firm. 

Omitted. 

NOTES. 
Sf't•f'i.n11 !~~-.f. 8«-tion 23·A of h lnoome--tax A('t, 1922. ha.s Provt~,l pra.("ti~y a 

dPatl lf"tt""r. mainly befoause it impo9N upoa u lnt'IOmfl-ta:s: Offit'f'r the duty of determining 
whetlk"'' t.h.l!' profi.hl •nd ga.iu of a Company are ellomrrd to ~t"umubt.te hfoyond its l'fiiS~ 
ahlo ......U. •xl•ti•~t and eofttilljl\'0\t, bavinllt I'Ogll!fl to tbe ma.intenlUl~ and ~lopiiH"II! of 
ltto bu•ln..,.. Tbe ~t dau"" aubotitoltla a S1D1pl• aritbmeti<"&l mt..-ion f.,.. the d•ter--
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OLD. 
under the control of one member 
thereof, and that such firm or 
association has been formed or is 
being used for· the purpose of 
evading or reducing the liabilitv 
to tax of any member thereof h~ 
may, with the previous ap'{lr~val 
of the Assistant Commissioner, 
pass an order that the sum pay-
able· as income-tax by the fum or 
association shall n:ot be deter-
mined, and thereupon the share of 
each member in the profits and 
gains of the firm or association 
shall be included in his total 
income for the purpose of his 
assessment th(!reon. 

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

NOTES. 

NEW, 

LS. 23-A 

mination of the applicabmty of the section to the eircumsta.necs of a Company in any 
year. Subsidiary Companies, and Companies in which the public. are substantially interested 
are still excluded from the operation of the section, but the opportuntity has been taken 
to nmcnp. the definition of 1 'Subsidiary Company'' so· as to remove any doubt as tu the 
mean.ing of the E.'XLtFe.ssion ''a company not being a. company to \·••hich 1he p:ovisions of 
this sub-section apply'~. The clause also alters the procedure under the section. Instead 
·Of passiug an order to the effect that the sum payable as income-tax by ,the oompany 
·shaLl not be determined and that the proportionate share · of each member in the profits 
and gains of the Company shall be included in his total int".ome, the Income-ta.x Ofti.cer has. 
unde-r the present clause mer~ly t.o deem the profits of the Company to have bee-n distri
buted as dividends on a given date. The assessment of a (1ompan.y to both inoome-tax 
ttnd super-tax will therefot·e he made whether or not a.n. order \A pnSsed under the seetion 
in ita proposed new form.-Ob:jects and Beasons. · · 

The change made ;in the proviso covers cases where the aoouruulat.cd unili.stributed 
profits exceed the value of the fixed a88!8ta or the paid up ca.pilta-1 taken Jwith loan 
capital belonging to shareholders, whichever is gTeater. We ha.ve added an a.dditional 
proviso in order to make allowance for possible ea.BEB nf error in 'Which though tthe full 
·sixty per eent. of the MSes~able income of the company has not bQen aotually distlributed., 
an amount exl'.e&ding fifty-five per cent. has been distributed. In such eaiJe we c.onsider 
that the company should be gh·en a reasonable opportunity of escapingt the operation of 
-the section by revlsinl;' its distril.mt.ion within three montJts. 'l'he renaova1 of the :refe>renee 
to 1'\Ubsidia.ry companies supplements the 1irst cho.nge made in the seetion and eecu:res 'the 
application of tht> se<'tion to all companies exoept companiEs in which the public are sub
stantially intereat.ed in t.he sense defined in the Ezpla-Mtinn. The deleticm of elauee (a), 
{c) and (d) in tltc Expkmation is eonscquential on the changes made in 'the main part of 
the sub·seetion-Seler,t Committee Repor'. 

Section 23-.A. .-The t:~ubstitution of a rough and Teady rule to apply tJlis section 
f eliminates the .eanvMsing of posi1jo~ like that t.ak~ in HMt'';'J v. ?"m.-mi.sMon.et' of l'll
.(lOme-tax, (A.l.R. 1935 Mad. 1005, 69 M.L.J. 577, 8 I.T.C. 311, 1935 I.ll'.R. 311) 
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(2) Where the Income-tax 
~fficer is satisfied that a company 
Is under the control of not more 
than five of its members and that 
its profits and gains are allowed 
to accumulate beyond its reason
·able needs, existing and contin
gent, having regard to the main
tenance and development of its 
business, without being distributed 
to the members, or that a reason
n bl~ part of its profits and gaJins, 
havmg regard to the said needs. 
has not heed distributed to it~ 
members in such manner as to 
render the amount distributed lia
ble to be included in their total 
income, and that such accumula~ 
tion or failure to distributE' is for 
.the purpose of preventing the 
imposition of tux U'Pon any of thE' 
memibers in reHpP<'t of their sliar!'s 
in the. profits and gains so accu
mulat!'d or not ili~tributed, the 
I ncome"tax Officer may, with the 
pr!'vious approval of the Assist
ant CommissionPr, pa~s an order 
that the sum opaynhle as income
tax by th~ (•ompnny ~hall not be 
rl~tPrmin!'d, and thereupon th<> 
proportionate share of l'ach ml'm
lJer in the profit!! and gain's of the 
<'omr11ny, whetlwr such 'J)rofit~ 
and p:nins hav~ been distributed 
to the memhPrs or not, shall bl' 
im-lud('d in the total income of 
sm•h IDl'!Dhl'r for thl' purposp of 
lJig aSSI'SSllll'nt theri'On: . 

NEw. 
23-A. '(1) Where the In-

Power to as
sess individual 
membersol ~ 
tain eompanies. 

come-tax Officer is 
satisfied that in res
pect of awy previ
ous year the profits 
and gains distri-
buted tts dividen& 

bp awy compat11J1 up to the end of 
sur;th month after its accounts for 
that previous year a·re laid before 
the company in general me.eting 
increased by awy income-tax pay
able thereon are less than sixty 
per cent. of tke assessable income 
of the company of that previous 
year, he shall, unle.~s he is satis
fied that having re,qard to the 
losses incwred by the company in 
earlier years or to the smallness 
of tke profit made, the payment of 
a dividend or a l.arger dividend 
than that declared would be un
reasonable, make with the previ
ous approval of the Inspecting 
Assistant Commiss£oner a·n order 
in writing that the ·undistributed 
po ..tion of the assessable income 
of the company of that previous 
;~~ear as compu.ted for income-tax 
purposes shall be deemed to have 
'been distributed a .. ~ dividends 
amongst the sha,.,~holders as at 
the date of the .Qeneral meeting 
aforesaid. and thereupon. fhe pro
portionate share thereof of each 
shareholder shall be included in· 
the total income of suc11 share-

. . NOTES. 
N ., wllether tl1('r~ wns An i.ntt"lltion on the part of 11le sha.Tebolt'J.erB- to avoid payment of 
tnx. · 

· 2S .. A. · In .thtt- A~uilily. th~ words ccor a largt'll' dividend than tbnt. deetared" 1\ai-e 
~ addfld ~ft« dividf'nd to make it dM.I' that the eertion ia not intended to nlfec.t those 
t'R!'M in whi~b. a ~nmpn.D.y might qi1ite Ti~tly and fairly distribute 1(1188 than 60 per t!Pnt. 
but "be nnming int:n- (1.-n~ if it attl'.ntpW to distl'ibut. more. 

· The words· ua~hJl" itlMntf''' \Vt're substituted for cc:"rofits ~tnd gains" ft8 the 
1\-orda •'profits au.tl ~ns.· 1 PrE' _mu<"h larger than cca~b1P inromp''. 'f'he, ProviM bas 
'hf.a a'DM'.aded to. Dl&kf' it. ~lMT that a c-ompany whi.~b i8 hundNd per ~t.· SU.bsidin" of 
:1 pM"f'D.t puhli~. l"<'fl'pl\nj- shall 'be 1't'1tflr.W M a publi~ MnlpmlY. , . . · 

9 . 
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Ow. 

Provided that this _sub-section 
shall not apply to any company 
:which is a suhsirliary company or 
in which the public are sullstan
tially interPsted. 

E.rvlanati'ln.--For thP pur
pose of this suh-sE'ction.-

NEw. 
holder for the purpose of assess
ing his total income: · 

Provided that when the re
serv.es representing accumulations 
of past profits which have not 
been the .subject of an order under 
this sub-section exceed the paid 
up capital of the company, to,qe
ther with aW!J loan capital which 
is the property of the sJiare
holders, or the actual cost of the 
fixed assets of the compUW!J which
ever of these is greater, this .yec
tion shall apply as if instead of 
the words 'sixty per cent. of the 
assessable income', the wor.ds 'one 
hundred per cent. of the assess
a.ble income' 1rere substituted: 

Provided further that no 
order under this sub-section shall 
be made where the company has 
distributed not less than fifty-five 
per cent. of t1te asses.Yable income 
of the company, unless the com
pany, on receipt of a notice from 
the Income-tax 'Officer that he 
proposes to make such an order. 
fails to make within fhree months· 
of the receipt of such notice a 
further distribution of its profits 
and qains so that the total distri
buti~ made is not less than sixti1 
per oen.t. of the assessable income 
of the cnmpan11 of the pret>ions 
11ear concerned: 

Provided fttrther that this 
sub-section shall not appllf to any 
com.panu in which the public are 
sub.~tantiall11 interested or to a 
subsirliar.11 compan'lf of such a 
compa'/!.1f if t11e u>holP- of the share 
ravifal of such s11bsidiar:lf com
pan11 is held by the parent com
panu or b11 flu• nominees fhereof. 

Exvlanation .--For the nur
pose of this sub-section,-
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OLD. 
(a) a company shall be deem

ed to be a: subsidiary company if, 
by reason of the beneficial owner
ship of shares therein, the control 
of the company is in the hands of 
a company, not being a company 
to which the provisions of this 
sub-section apply, or of two or 
more companies none of which is 
a company to which those pro
visions apply; 

(b) a company shall be deem
ed to be a company in which the 
public are substantially interested 
if shares of the company (not 
being shares entitled to a fixed 
rate of dividend, whether with or 
without a further right to parti
cipate in profits) carrying not less 
than twenty-five prr cent. of the 
voting power have been allotted 
unconditionally to, or acquired un
conditionally by, find are at tht> 
end of the previous year benefi
cially held by, the public (not in
cluding a company to whi<'h the 
provisions of this flUb-section 
apply), and i~ any such shares 
have in the course of such previous 
yPar hPen the subject of dealings 
in any stock ex<'han.~tP in British 
In'dia or are in fact freely trans
f<'rable by the h()Jd<'rs to other 
m~>mbers of the onuhlic; 

(c) unless the contrarv i~ 
provl'd, a ('ompany shall be dPem
Pd to ht> under the control of any 
pPrsons whl're the majority of tht> 
Yoting powPr or sharPs is in thP 
lmnds of those per~11ns or of rela
tivE's or nominPes of thosP pprsons: 

(d) "nominPe" mPans a PPr
son who may hP rt>quirPd to PXPr~ 
<'iSP his YOting J>OWPr On thl' 
dirt'<'tions of. or holds shares 
dirt'<'tlv or indil"E'<'tlv on behalf of. 
another person. · · 

NEW. 
Omitted. 

• • a company shall be deemed 
to be a company in which: the pub
lic are substantially interested if 
shares of the company (not being 
shares entitled to a fixed rate of 
dividend, whether with or without 
a further right to participate in 
profits) carrying not less than 
twenty-five per cent. of the voting 
powPr have been allotted uncondi
tionally to, or acquired uncondi
tionally by, and are Rt the en'd of 
the previous year benefically held 
hy, the public (not including a 
company to which the provisions 
<Yf this sub-section apply), and if 
any such shares have in the course 
of such previous yl'ar been the 
subject of dealing-s in any stock 
exchange in British India or arP 
in fact freely transferable bv the 
holders to other members o.f thl" 
public: 

Omitted. 

Omitted. 
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.Ow. 
(3) The Assistant Commis

sioner shall not give his approval 
to any order proposed to he passed 
by the Income-tax Officer under 
this section until he has given the 
firm, association or company con
~erned an opportunity of being 
heard. 

(4) (i) Where any member of 
a firm or association of individuals 
makes default in the payment of 
tax oil his share of profits and 
gains which has been included in 
his total income · under the pro
visions of sub-section (1} such tax 
may be recovered from the firm 
or association, as the case may be. 

(ii) Where the proportionate 
share of any member of a company 
in the undistributed profits and 
gains of the company has been 
included in his total income undf'r 
the provisions of sub-section (2), 
the tax payable in respect thereof 
sl1all be recoverable from thf' 
company and may be recovered 
from such member, if there are 
not sufficient funds in the handR 
of the company to pay the tax, or 
if the winding up nf the company 
bas commenced. 

(iii) Where tall: is recoverable 
from a company, firm or other 
association under this sub-sectiion, 
a notice of demand shall be servf'd 
upon it in the 'Pr<>scribed form 
showing the sum so payable, and 
such company, firm or association 
shall be deemed to he the assessee 
in respect of sul'h sum, for the 
purposes of Chapter VI. 

( 5) Where tax has been paid in 
respect of any undistiihuted pro
uts and gains of a company undf'r 
this section, and such profits and 
gains are subsequently distributed 

NEW• 
(2) The Inspecting Assistant 

Commissioner shall not give his 
approval to any order proposed 
to be 'Passed by the Income-tax 
Officer under th'is section until he 
has given the • ~ company con
cerned an opportunity of being 
heard. 

(3) (i) Omitted. 

(3) (ii) Where the propor
tionate share of any member of a 
company in the undistributed pro
fits and gains of the COID[lany has 
been included in his total income 
undf'r the provisions of sub-sec
tion (1), the tax pa~·ahlf' in rPs
pect thereof shall be recovf'ra hie 
from the eompan'y if it canno-t be 
recovered from such member. 

(ih) WhPre tax is recovprahl~ 
from a company, • • • under this 
sub-section, a notice of demand 
Rhall be . served upon it in the 
preseribed form showing the sum 
so payable, and sueh company, • 
• • shall be deemeil to be the as
sessee in respect of such sum, for 
the purposes of Chapter VI. 

(4) Wbera tax has been paiil 
in respect of any undistributed 
profits ani! gains of a company 
uni!Pr this sf'etion, and su0h pro
fits ani! gains are subspquPntly 
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OLD. 
in any year, the proportionate 
share therein of any member 1)£ 
the company shall be excluded in 
com'Puting his total income l)f that 
year. 

NEW. 
distributed in any year, the pro
portionate share therein of any 
member of the company shall be 
excluded in computing his total 
income of that year. 

(5) When a comparvy is a 
shareholder deemed under sub
section ( 1) to have receitved a 
dividend, the amount of the divi
dend thus deemed to have b.een 
paid to it shall be deemed to be 
part of its total. income for fhe 
purpose also of the application of 
that sub-section to distributions 
of pro fits by that conpany. 

24. (1) Vv'here any assessee sustains a loss of profits or gains in 
. any year under any of the l1eads mentioned in 

. Set..<>ff of 1008. m compu- section 6 he shall be entitled to have the amount 
tmg aggrega.te meome. ' . . . 

· of the loss set off agamst his mcome, profits or 
gains under any other head in that year. 

Provided that where the as
sessee is an unregistered firm 
which has not been assessed under 
the provisi01zs of clause (b) of 
sub-section (()) of section 23 in 
the manner applicable to a r~gis
tered firm, any such loss shall be 
set off only a_qainst the income, 

NOTES. 

· 8,.cttot. 24. mft.k8 a major fhange in the whole llbheme of the A~ by allowing the 
<"~Y forwtrrd of Jos.qes, 

8vb~~tion (1) is amoo.d~ by a proviso which does not nl!low s.ny of the partnETS 
ot. &D UDJ't'gister't"d firm to 88t oft any part of 'the ftnn'a lOEB a,..o:'~Snst Uleoir incomes. In 
the ease of a regist.flred firm the 1088 thnt cannot. he set off in the finn 'a MseE&nent ahaJl 
be apportioned amona~t the partuero who alone will bo entitled to set off the 111!11. 

Svb-M'OtioR (2) allowt• losses in a huainess, profession G" vocation to be ea.rrit>d for
wnrd a.nd aert of\' against tb& profits of the MIM b~, pro/t!l&fio" or oocatW.. Tli& 
Jl"riod of oarry fOl'WtU'd is to he six yeano but to mlliga.ta the effect on the Tovenue of 
thil! oon«'Uion )098f>6 of the first '~ preTiOUB yfllU''' aftsr tile eomru.encement of ·the AruPnd
ing Ad ..,... to he oanied foi'WIUd foT one year, !""""" of the neJ<'I' yea• f<:1 2 yeo.n, nnd: 
oo on until th~ full period of 6 yOIU'8 is n>ll<lhed. 

The provisions re.,'lm!ing I'E'gistN'OO &nd 11JU"'t"gistered firulS in sub-section (1) are 
Mtttofi.r Mltlandis f'(''l>ealtt'd in suh-"ettion (2) and in aac-ordanre with 1lle print".iple giVl'lll 
.. ffoot to .U..Whe"' thllll tho liability or he!u!dit shoold &ttacll to the peraon .....,;ving fhe. 
JH'\'•tita or in('urring thtt lOBS it is provided that in Th.e aaae of a ebange i_n a fi.rm'a eonsti
tulion or of a su~oa. only the pt>rson ill('urring the 1.01:!1!1 will be able to set it oft' . 

. ~t~b-..«('fffi• (3) prori•lt.'8 for tb~ eomput&tioa.. of the lOBS in u ordw iD. writing and 
its t'Orumuoit-ati(ln to the a~t wee Qbjkta _. BMtOU. 
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(2) Where the assessee is a 
registered firm, and the loss sus
tained cannot wholly be set off 
under sub-section (1), any mem
ber of such firm or any person 
who being a minor has been ad
mitted to the benefits of partner
ship in such firm shall be entitled 
to have set off against any in
come, profits or gains of the year 
in which the loss was sustained in 
respect of which the tax is payable 
by him such amount of the loss 
not already S!'t off as is propor
tionate to his share in the firm or 
to his share of the benefits of 
partnership, as the case may be. 

NEW. 
pro fits and gains of the firm and 
not against the income, pro fits and 
gains of arvy of the partners of 
the firm; and where the assessee 
is a registered firrn, any·loss which 
cannot be set off against other in
come, pro fits and gains of the firm 
shall be apportioned between the 
partners of the firm and they 
alone shall be entitled to have the 
amount of the loss set off under 
this section. 

(2) Where any assesse~ su-~
tains a loss of profits or gatns VI 

any year, being a previo_us year 
not earlier than the prevwus year 
for the assessment for the year 
ending on the 31st day of March, 
1940 under the head" Profits and 
gain~ of business, profession or 
vocation", and the loss catmot be 
wholly set off under sub-section 
(1), the pa.rtion niJt so set off 
shall be carried forward to the 
followin.Q year and ~et ~ff aqainst 
the profits and .'f(IWS, tf any, of 
the assessee from the same btts~
ness, profession or vocation for 
that year; and if it cannot be 
wholly so. set off, the am aunt of 
loss not so· set off shall be oorried 
forward to the follou>inq year, and 
so on; but no los.~ shall be so 
carried fprward for more than 
six years~ and a lnss m·ising in 
the previous yr',ars for the assess
ment for the !fears, ending on the 
Slst day of March, 1940, the 31st 
day of MMch, 1941, the 31st rla.!f 
of March, 1942, the. 31st day of 
March, 1943. and fbe 3ht ilay of 
Marc 'h., 1944, respectivel:lf. shall 

NOTES. 
In sub-9e('tion (2) of eeetion 24 of the Act as .a.nJ.end~ by thi~ e!a~, tbe ward~ 

now inserted r~tify an omist'iori. The sub-eectian u drafted m the B1ll :l'aiied to ~endE'l" 
impossible chU.ms based upon losses rusta.ined many year& before the present ehangea tn the 
law- .sel~ot Committee Repnrt. 
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OLD. NEW. 
be car-ried forward only for one, 
two, tkree, fou.r and five y.ears 
respective'f11: 

P¥ovided that nothing herein 
contlllined shall entitle any asses
see, being a t·egistered firm, to 
have carried forward and set off 
any loss which has been appor
tioned between the partnMs, under 
the proviso to sub-section (1), or 
entitle any assessee, being a part
ner in an unregistf'red firm which 
has not been assessed under the 
pt·ovisions of clause (b) of sub
section (5) of sectivn 23 in the 
manner applicable to a reqistered 
fir·m, to have carried forward and 
set off.atJainst his own income any 
loss sustained by thll firm: 

Provided further that where 
an unregistered firm is assessed 
as a register.ed firm ·under clause 
(b) af sub-section (5) of section 

. 23, during any year, its losses 
shall also be carried forward and 
set off under this section as if it 
were a registered firm. 

Provided further fh.at wl~.ere 
a change has occurred in the con
stitution of a finn or where any 
person carrying o-n any bu..~itl.eSS, 
pmfession 011' vocation has been 
succeeded in such capacity b!t 
another person, ot'herwise than by 
inl1eritamce, nothing in this sec
flo,. shall be deemed to entitle any 
person other thatt the person in
run'in,Q f'he los.~ to have if .~et off 

NOTES.' 
&cli001 24 (2) 16.<1 prot'Uo.-The ....,. "otherwiee than by inh'"'itaD<e" ha ... been 

ad.t.od oo tllat tiU'Tying forward of !""""" ohould noll clio ·""th ~he indi~ in ...,.. of 
inh..-it"""" topetlally in vi....,. of the fact that ,......, a paroon inh .. IIB a buain- he ia 
U•bl• to pay dto debta of that bo..m- intuned by tt.o fnth .. oot of the - th~ 
c;"mc- iato his hnlltb. 
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OLD. NEW. 
against his ~nco me, pro fits or 
ga,ns. 

(3) When, in the course of 
the assessment of the total income 
of arvy assessee, it is e.stablished 
that a loss of profits or gains has 
taken place whic1t he is entitled 
to have set o If ttnder the provi
sions of this section, the Income
tax 0 lficer shall notify to the as
sessee by order in writing the 
amount of the loss as computed 
by him for the purposes of this 
section-. 

24-A. (1) When it appears 24-A. (1) 'When it appears 
to the Income-tax to the Income-tax 

Asseosment . Officer that any per- Asseosment in Officer that any per-
case of depa: son may leave Bri- .... of depar- son may leave Bri
t?re fro~· Bri· tish India during ture from Bri· tish India during 
tlsh Indm. the current financial tish Indi•. the current financial 

year, or shortly year, or shortly 
after its expiry, and that he has after its expiry, and that he has 
no present intention of returning, no present intention of returning, 
the Income-tax Officer may pro- the Income-tax Officer may pro
ceed to assess him on his total in- - ceed to assess hil!l on his total in
come for the period from the ex- come of the period from the ex
piry of the last previous year for piry of the last prerious year of 
which he has been assessed to the which the income has been assess
probable date of his departure ed in his hands to the probable 
from British India. For each date of 'hl$ deparlu1·e from British 
completed previous yE>ar included India, or where he has not been 
in this period an assessment shall previously assessed, on his total" 
be made on the total income of income of the period up to the 
such person at the rate at which probabla date of his departure 
it would have beE>n charged had from British India. The assess
such income' been fully assessed, ment shall be ma"le on the total' 
and for the period from the expiry income of each completed previ
of 'the last of such previous years ou.~ year included in such period' 
to the probable date of departure, at the rate at wh'ich such income 
the Income-tax Officrr shall esti- would have been charged ha.d it 
mate the total income of such per- been tully assessed, a.ntl a.s res
son and assess it at the rate· in peels t'he period from the expiry 
force for the finan<'ial year in of the last of such completed pre
whil'h such asse~Sm.Pnt is made: vious ·years to the probable date 

of departure the Income-fa~ 

Officer s'hall esfimafp t'he total in-
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Provided that nothing herein 
contained shall authorise an In
come-tax Officer to assess any in
come, profits or gains which have 
escaped assessment or have been 
assessed at too low a rate in res
pect of which he is debarred from 
issuing a notice under section 34. 

(2) l!'or the purpose of mak
ing an assessment under sub-sec
tion ( 1) the Income-tax Officer 
may; serve a notice upon such per
son requiring him to furnish, 
within such time not being less 
than seven days as may be speci
fied in the notice, a return in thP 
same form and verified in the 
same manner as a return under 
~nb-sPction (2) of ~rction 22, set
ting forth (along with such other 
])arti<'nlarR as may be provided 
for in the noti('E') his total ineome 
for each of the completPd previ
ous year~ comprisPd in the period 
first refPrred to in sub-section (1) 
nnd his PstimatPd total income" for 
1ht> period from thP P'!.-pir~- of tht> 
last SU<'h C'OmplPtPd prPvious YPRr 
to till' .prohahll'. dste of his dt>par
turP; and the provisions of this 
..\ct 1\hnll. so fnr as may he, applv 
ns . if the nofi<'e WPn> a notice 
issnpd . undPr sull-SP!'tion (2) of 
SPC'fi 0 ll 22. 

.NEw. 
come of such person during such 
period and assess it at fhe rate in 
force for the financial, year .m 
which such as.~essment is made : 

Provided that nothing herein 
contained shall authorise an In
come-tax Officer to assess any in
come, profits or gains which have 
escaped assessment or have been 
under-assessed, or have been as
sessed at too low a .rate, or have 
been the subject of excessive relief 
under the Act but in respect of 
wl1ich he is, debarred from issuing 
a notice under section 34. 

(2) For the purpose of mak
ing an assessment under sub-sec
tion ( 1) the Income-tax Officer 
may, serve a notice upon such per
son requiring hin1 to furnish, 
within such time not being less 
than seven days as may be speci
fied in the notice, a return in the
same form and verified in the 
same manner as a return under 
sub-section (2) of section 22, set
ting forth (along with such other 
particulars as may be providt>d 
for in the notice) his total income 
for eaeh of the completed previ
ous years comprised in the rele
mut period referrf'd to i1~ the first 
sentence of sub-section (1) and 
his Pstimated total income for the 
period from the Pxpiry of the last 
such <'Omplt>tt>d prt>vious year t(} 
tht> prol)able date of his dt>par
ture: and the provisions of thi!< 
.o\!'t shall, .!<O far a~ may be, apply 
as if the noti!'P were a noti<'e issu
ed undPr !'Ub-section (2) of sPC
tion 22. 

NOTES. 
. Sffilcw. 24-f .·-Af!lf'.D.dmt"nt mak.N it flf'IU' that 8e<'tion 24-..\ appli~ to a pt"f'880l not 

i'rflnou1.dy a~. , 
10 
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24-B. (1) Where a person dies, his executor, administrator or 
other legal representative shall be liable to pay 

Tax of deceased person 011t of the estate of the deceased person to the 
payable by representative. extent to which the estate is capable of,meeting 

the charge the tax assessed as payable by such 
person, or any tax ~hich would have been payable by him under this 
Act if he had not died. 

OLD. 
(2) Where a person dies be

fore he is served with a notice 
under sub-section (2) of section 22 
or section 34, as the case may be, 
the Income-tax Officer may serve 
on his executor, administrator or 
other legal representative a notice 
under sub-section (2) of section 
22 or under: section 34, as the case 
may be, and may proceed to assess 
the total income of the deceased 
person as if such executor, ad
ministrator or other legal repre
sentative were the assessee. 

(3) Where a person dies, 
without having furnished a return 
which he has been required to 
furnish under the provisions of 
sub-section (2) of section 22, or 
l1aving furnished a return which 
the Income-tax Officer has reason 
to believe to be incorrect or in
<'Omplete, the Income-tax Officer 
may make an assessment of the 
total income of such person and 
determine the tax payable by him 
on the basis of such assessment, 
and for this purpose mav require 
from· the executor, administrator 
or other le~~:al renrPsPnhttive of 

NEw. 
(2) Where a persO'II dies be

fo.re the publication of the notice 
referred to in sub-seceion (1) of 
section 22 or before he is served 
with a notice under sub-sectiOJ~ 
(2) of section 22 or· sectim~ 34, as 
the case ma.y be, hi.- executor, ad
ministrator or other le,qal repre
sentative shall, on the sen•ing of 
the notice under sub-section (2) 
of section 22 or umler section 34, 
as the case may be, comply there
with, and the Income-fax Officer 
may proceed to assess the total 
income of the deceased person as 
if such exec~dor, administrator or 
other legal 1·epresentative werP 
the assessee. 

(3) Where a person dies, with
out having furnisiH'd a return 
which' he bas been required to fur
nish under provisions • • • of 
section 22 .. or having furnished a 
return which the Income-tax 
Officer has reason to believe to be 
incorrect or incomplete, the 
Income-tax Officer may make 
an assessment of the total in
come of such person and deter
mine the tax payablt> bv him on 
the basis of snch asst>ssment. and 
for this purpose mny bu the issue 
of the approTJriate notice u:hich 
woultl 'have harl fo Tle sen,eil upon 

NOTES. 
SectW.. 24·B.-Is amended in eonseqoonce of the amendment of 1100tion 22 (1) 

preseribing compulsory returns of income. The omission made in ~nb-Bection (2) of sec
tion 24-B of the Act ensmCA that the executor, administrator or other let.,"Bl repNBt'ntative 
~.!an only be 8.88f'SS<"d after he has been served with a specific notice 'mclP.r mb-seetion (2) 
of seetion 22. 
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the deceased person any accounts, 
-documents or other evidence 
which he might under the provi
sions of sections 22 and 23 have 
required from the deceased per-
son. 

NEW. 
the deceased persor' had he .mr
·vived, require from the executor, 
administrator or other legal re
presentative of the deceased per
son any accounts, documents or 
other evidence which he might 
under the provisions of sections 
22 and 23 have required from the 
deceased person.· 

25. (1) 'Yhere any business, profession or vocation on whieh in-
,_____ 

1 
. f come-tax was not at any time charged under the 

~umn. m case o . . . 
<liscontinue1 business. proVISIOnS of the Indian Income-tax Act, 1918, 

is discontinued in any year, an assessment may 
l1e made in that year on basis of the income, profits or gains of the 
pPriod between the end of the previous year and the date of such 
tliscontinuanee in addition to the assessment, if any, made on the 
basis of the ineome, profits or gains of the previous year. 

(2) .Any person discontinuing any such business, profession or 
vocation shall givP. to the Income-tax Officer notice of such diSOOIII
tinuance within fifteen days tltereof, and, where any person fails to 
give the notice required by_ this sub-section, the Income-tax Officer
may direct tl1at a sum shall be recovered from him by way of penalty 
not exceeding the amount of tax subsequently assessed on him in 
f('Spect of 1my income, profits or gains of the business, profession or 
voeation up. to the date of its discontinuance. 

(3) Where any business, pro- (3) Where any business, pro-
fession or vocation on which fession or vocation on which 
tax was at any time charged tax was at any time charged 
under the provisions of the Indian under the provisions of the Indian 
Ipcome-tax Aet, 1918, is discon- Income-tax Act, 1918, is discon
tinued, no tax shall be payable in tinned, fken, wuess there has been 
respect of the income, profits and a succession by virt1te of whick fhe 
gains of the period between the provisions of .mb-sedion ( 4) 1uwe 
end of the previous year and the been rendered applicable, no tax 
date of such discontinuance, and shall be payable in respeet of the 
the assessee may further claim income, profits and gains of the 

Sec""" 2G.-8~b..u.:lioto (3) i& IUllondod and a new oub-artion (4) js added oo 81 16 
gi\"8 to the first i&U('('e580r to a husiDess, profeeaion • 1'01:Jll,tion after the e.o~ of 
t.he amending At.•t. Ute bencAt now given by aeetion 3 to the owner uf a 'diacontinued 
bu..in..,. 888 &kd und.,. tllp 1918 Act. Tbot bomefit, t>Ur., beiDg ..Uowed to snbetitoto 
lbP profita f....., tho •nd of the p....,..;oua Y""" up to the dato of diaeon11in""""" ,,. .tile 
profita of tile provioua year, ia gi. ... n bee&Ulle otllonrioe th-~ under &he 1918 Ad: 
'YOUld be -.1 fnr """ y....,. DID~ tban tile numt- of ,_.. the busiDHo """ in eJd&.· 
I•DN!, Sin.., S...tion 26 provid.oe lhat wb- til- Ia a -OD the f'ledk r ahaR 
b.- -- em th• P"'vioua ,._.. protlta it ia .._,. to gi<e tllis Nl.iPf to lh• prod& 
t't"'NNO' iu the eaw of M.l~OD to a buainew • J Under the 1918 Aet. 
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that the income, pro·fits and gains 
of the previous year shall be deem
ed to have been the income, profits 
and gains of the said period. 
Where any such claim is made, an 
assessment shall be made on the 
basis of the income, profits and 
gains. of the said period, and if an 
amount of tax has already been 
paid in respect of the income, pro
fits and gains of the previous year 
exceeding the amount payable on 
the basis of such assessment, a 
refund shall be given of the differ
ence. 

NEW. 
period between the end of the pre
vious year and the date of such 
discontinuance, and the assessee
may further claim that the income, 
profits and gains of the previous 
year shall be deemed to have been 
the income, profits and gains of the 
said period. Where any such 
claim is made, an assessment shall 
he made on the basis of the income, 
profits and gains of the said period, 
and if an amount of tax has al
ready been paid in respect of the 
income, profits and gains of the 
previous year exceeding the 
amount payable on the basis of 
such assessment, a refund shall be 
given of the difference. 

( 4) Where tke person w'ho was 
at the commencement of the Indian 
Income-tax (Amendment) Act, 
1939, carrying on any business, 
profession or vocation on which 
tax wa,s at any time char.qed under 
the pt·ovisions of the Indian In
come-kl.v Act, 191g, is succeeded in 
suc'h capacity by another person, 
the change not being merely a 
change in the con.stifution of a 
partnership, no tax shall be pay
able by the: first mentioned person.. 
in resp.ect of the income, profit.~ 
and ·g«ins of the period between 
the e'IVd of the pre1;io·us year and 
the date of such succession, and 
.< uch person may further cla:im 
that the income, profits and qains 
of the previou.~ year s'hall be deem
ed to have been the income, profits 
and gains of the said period. 
Where any such claim is made, an 
assessment shall be made on the 
basis of the income, profits anrl 
gains of t'he said period, anil, if an 
amount of tax has already been 
paid in respect of the income, pro-
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(4) Where an assessment is 
to be made under sub-section (1) 
or sub-section (3), the Income-tax 
Officer may serve on the person 
whose income, profits and gains 
are to be assessed, or, in the case of 
a firm, on any person who was a 
member of such firm at the time of 
its discontinuance, or, in the casE' 
of a company, on the principal 
officer thereof, a notice containing 
all or any of the requirE>ments 
which may be included in a notice 
under sub-section (2) of section 
22, and the provisions of this Act 
!'hall, ~o far as may he, apply 
accordingly a.~ if the notice were 
a noticP is~ued under that suh-
l'Pction. · 

25-A. (1) Wlu>re, at the 

ANlll88 m e nt 
'ftft~r partition 
of a Hindu 
Untlivided fa. 
mlly. 

tim!' of making an 
assessment undPr 
SP<'tion 23, · it is 
<'laimP•f hv or on bE>
half of a~v mPmhpr 
of a Hindu fan1ilv 
hithPrto MSPSSPd ll!l 

NEW. 

fits and gains of the pTevious year 
exceeding the amount payable on 
the bas·i.s of such assessment, a 
refund shall be given of the 
difference. 

(5) No claim to the relief 
afforded under S1.tb-section (3) 
or sub-section ( 4) shall be enter. 
tained unless it is made before the 
expiry·of one year from the date 
on wlvich the business, profession 
or vocation was !liscontinued or 
the succession took place, a.s the 
case may be. 

(6) Where an assessment is 
to be made under snb-section ( 1), 
sub-sect·ion ( 3) or sub-section ( 4), 
the Income-tax Officer may serve 
on the person whose income, pro
fits and gains are to be assessed, 
or, in the case of a firm, on any 
person who was a member of such 
firm at the time of its discontinu
ance, or, in the case of a company, 
on the principal officer thereof, a 
notice containing all or any of the 
requirements which may be in
cluded in a notice under sub
section (2) of section 22, and the 
provisions of this Act shall, so 
far as may be, apply ac<'ordingly 
as if the noltice were a notice issuE>d 
under that sub-section. 

25-A. (1) Where, at the time 
of making an assess
ment under section 

A88MS ment . b 
otter partition 23, it is clRlmed Y 
of a Hindu or on behalf of any 
undividoo fa. memher of a Hindu 
mily. fnmil:v hithPrto as-

SI'Ssed as undivided 
NOTES. 

~~wb-.tffh'o~t (5) prebt'rihNI a pHiM of limitation for elaims uudf'r &ub-settions (3) 
anJ (t). 

S,..-lto• 2S·.f. -Is IUDl'ndt"d tto aa to gi" f'ft'eet to the prinl•iple (giwn .-fred to 
'(')l'flwhf'N", r.p., 8("r('tion !6) tlkat the ~t on the profita of thp pN!'vious year should 
be mtult- ou tht' pt>TMU who reoeived the profita-in this ~ _tho 8ismpt«l Hiniha 
"Inti ividt'd tamil~-. · 
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undivided that a partition has 
taken place among the members 
of such family, the Income-tax 
Officer shall make such inquiry 
thereinto as he may think fit, and, 
if he is satisfied that a separation 
of the members of the family has 
taken place and that the joint 
family property has been parti
tioned among the various mem
bers or groups of members in de
finite portions he shall record an 
order to that effect: 

that a partition has taken place 
among the members of such 
family, the Income-tax Officer shall 
make such inquiry thereinto as he 
may think fit, and, if he is satisfi
ed • • • that the joint family 
property has been partitioned 
among the various members or 
groups of members in definite 
portions he shall record an order 
to that effect: 

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

(2) ·where such an order has (2) Where such an order has 
been passed, the Income-tax been passed, or where a-rvy person 
Officer shall make an assessment has succeeded to a business, pro
of the total income received by or fession o-r vocation formerly ear
on behalf of the joint family as ried on by a Hindu undividea 
such, as if no separation or parti- family whose joint family pro
tion had taken place, and each p.erty has been partitioned on or 
member or group of members after the last da.y on which it 
shall, in addition to any income- carried on such business, profes
tax for which he or it may be sepa- sion o.r vocation, the Income-tax 
rately liable and notwithstanding Officer shall make an assessment 
anything contained in sub-section of the total income recPived by or 
(1) of section 14, be liable for a on behalf of the joint family as 
share of the tax on the income so such, as if no • • • partition had 
assessed according to the portion taken place, and each member or 
of the joint family property allot- !):rOUp of "members shall, in addi
ted to him or it; tion to any income-tax for which. 

iu• or it may be s!'par"atelv liable 
llnd" notwithstanding anvtlJing con
tained in sub-section (1) of Rection 
14, be liable for a share of the tax 
on the income so ass~>ssed accord
in!!: to the portion f'f the joint 
family property allottPd to him 
or it; 

and the Income-tax Officer and fhe In!'ome-tax Officer 
shall make assessments accord- shall make assessments accord-

NOTES. 
Seoticm 25 .. .4 .-(1) The wmds "that a. separation of the members of the family has 

tnken plaee" have been omitted. The objeet is tb.aU if there has ~n a decla.ration of 
intention to oepa.rate tha>t will be sufficient provided the Income-Uix Officer :ia otherwise 
oatisfied and that them need not; be partition r1r sepa.m.tion by metes and bounds. 
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ingly on the various members and 
groups of members in accordance 
with the provisions of section 23: 

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

NEW. 
ingly on the various members and 
groups of members in accordanc~>
with the provisions of section 23 : 

Provided that all the members 
and groups of members whos~ 
joint famity property kas b.een. 
p!M·titioned shall be liable jointly 
and severally for the tax assess
ed on. the total income received by 
or on behalf of the joint family as 
such. 

(3) Where such an order has not been passed in respect of a 
Hindu family hitherto assessed as undivided, such family shall be 
deemed, for thP purr,oses of this Act, to continue to be a Hindu un
divided family. 

26. (1) Where, at the time 
of making an assess

Changn 
('Onstitution 
n firm. 

in ment under section 
of 23, it is found that a 

change has occurred 
· in the constitution 

of a firm or that a firm has been 
nPwl:v constituted, thfl assessments 
on the firm and on the members 
th~>reof shall, subjPct to the provi
~<ions of this Act, be made as if the 
firm had be!'n constituted through
out the previous year as it is con-
stituted at the time of making the 
assessm~>nt, and as if eaeh member 
had rt>e!'ived a 8hare of the pro-
fits of that V!'llr proportionate to 
l1is int!'rE>st in tht> firm at the tim~ 
·f llll'kingo thP RSS!'S~ffi('nt. 

26. (1) Where, at the time

Change 
constitution 
a :firm. 

of making an assess
in ment under Sflction 
of 23, it is found that 

a change has occur-
red in the constitu

tion of a firm or that a firm has 
heen newly constituted, the as.sess
ment shall be made on the firm as 
co1z#ituted at the time of maldnp; 
thE> assessment. 

NOTF..S. 
St>t~hon. 26.-- Is Rmt'nded by givi~ ~ to the prin<"iple mentioned ju the p~ 

.-~linl{ ~tion. In oases wllllJ~ a finn hu changed ita eonstiitution.or has beoa. newly 
~onatihl'tt'd or "~"' thPte has bef.n a &uet'le88ion to a business, profesai.on or tvocation 
ex~pt in the C"t\H' of an unreg~-istf're'd firm (wbar& the partner'S ent.itled to the profl.ta get 
~rodit for tho t"" paid) tho Jl"T80118 who ....., ~ntitled ""' '*""'m tl1e profits ....., ,., be 
-.:.&9M!!Ied. on thf.m. \7'0,-isinn ia msdo for ~f'D.t on and J'el".OTt'!J'Y of tBx fram the 
...,........,.,. In the '""" wb""' tho prod......,r ....... ot be fonnd or wllore be will not ... eannot 
raY tho tax. 

Tho WO<ds odil.!d to the prov!.o t<> suiHioetlon (!) of -!ion !fi of the Aot g;.., all 
~xpli<it right 1<1 thr peroon hy wllom laJ: propeorly payable br anoth .. Ia paid to reoo...r 
any -nt 10 paid from lbt other peroon. 
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(2) Where, at the time of 
making an assessment under sec
tion 23, it is found that the person 
-carrying on any business, profes
;gion or vocation has been succeed
ed in such capacity by another 
person, the assessment shall be 
made on such person succeeding, 
as if he had been carrying on the 
business, profession or vocation 
throughout the, previous year, and 
as if he had received the whole of 
the profits for that year. 

NEW. 
Provided that the incorne, 

p1·ojits (]fYI,(}, gains of the previous 
year shall, for the purpose of in
clusion in the total incomes of the 
partners, be appo·rfioned between 
the partners who in su.ch previous 
year were entitled to receive the 
same: 

Provided further that when 
the tax asses8cd upon a partner 
cannot be recovered from him it 
shall be recovered f1·om the firm 
as constituted at the time of mak
ing the aBsessment. 

(2) Where a person carrying 
on any bl!Siness, profession or 
vocation has been sl!Cceeded in 
such capacity by another person, 
such person and Sltch other person 
shall, subject to t11.e provisions of 
sub-section (4) of section 25, each 
be assessed in respect of his actu
al share, if any, ·of the income, 
profits and ,qains of the previous 
year: 

Provided that, when the per
son succeeded in the business, pro
fession or vocation canna~ be 
found, the asscssn~ent of the pro
fits of the year in which the succes: 
sion took pl.ace up to the date of 
succession. and for the year prece
ding that. yem· shall be made on 
the person succeeding him in like 
manner and to the .same amount 
as it would have been made on the 
person s1teceeded nr u•hen the ta:r 
in respect uf the assessment 
inade for eit'h.er of .mch years as
·•essed on the person succeeded 
cannot be recovered from him, it 

· shall be payable by •lnd recover
able from t1ze per.•nn succeedin.q. 
nnJ .,:., .,,.;. .• nn .ohall be entitled 
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N;EW. 
to recover from the person suc
ceeded th.e amount of 01f11JJ tax so 
paid. 

26-A. (1) Application may be made to the Income-tax Officer on 
behalf of any firm, constituted Wlder an instru-

~~'to:d'::re fum:. regis- ment of partnership specifying the individual 
shares of the partners, for registration for the 

purposes of this Act and of any other enactment for the time being 
in force relating to income-tax or super-tax. 

(2) The application shall be made by s.uch person or persons, 
and at such times and shall contain sueh particulars and shall be in 
:.uch form, and be verified in .such manner,,as may be prescribed; and 
it shall be dealt with by the Income-tax O~cer in such manner as 
may be preseribed. 

27. Where an assessee or, in 
the case of a com-

Ca.neellation pany, the princ~pal 
of IU!IIOIII!DleD.t officer thereof, With
when eause is in one month from 
shown.. the service of a 

notice of demand 
issued as hereinafter provided, 
satisfies the Income-tax Officer 
that he was prevented by sufficient 
-cause from making the return re
quired by section 22, or that he 
{}id not receive the notice issued 
under sub-section ( 4) of section 
22, or sub-section (2) of section 
23, or that he had not a reason
able opportunity to comply, or 
wa,s prevented by suffieient cause 
from complying, with the terms of 
tl1e last-mt>ntioned notices, the 
In<'ome-tax Offit'er shall cancel the 
assessment and prol'et>d to make a 
frPsh assessment in accordan<'e 
'1\;th the provisions of section 23. 

28. (1) If the Income-tax 

27. Where an assessee • • • 
within one month 

Ca.neella.tion from the service of 
of a.ssesement a notice of demand 
when eauoa is issued as hereinafter 
ohown. ·a d t• fi ptoVl e , sa 1s es 

the In c o m e-t a x 
Officer that he was prevented by 
sufficient cause from making the 
return required by section 22, or 
that he did not receive the notice 
issued under sub-section ( 4) of 
section 22, or sub-section (2) of 
section 23, or that he had not a 
reasonable opportunity to comply, 
or was prevented by sufficient 
cause from complying, with the
te-rms of the last-mentioned 
notices, the Income-tax Officer 
shall cancel the assessment and 
proceed to make a fresh assess
ment in accordance- with the pro
visions of S('Ction 23. 

"28. (1) lf the Income-far 
NOTES. 

• Aft~r Part lJ of the Indian Ino.om~blx (ADlE<ldm~t) Aot--Aet Vll of 193-mea 
into ,.._ th<- .... tinu "·ill ho'<e to oo .-...a with the following am_-tments:-[ .. • p. 1). 

-"-'"""" A••l ~<•li<lR 86.--lw .. .,..,. 28 of ll'le Mid .4cl,-
(a) hi .noll,...,.r;o,. (I) olld ..,. • ...,,._ (!), for tl'le fl>t>nl• "or IAe C_,..,._" 

llttt tt'tlrd.t "or fA« ... ppl'llatr J'rir.W1k1f'', taM for t{N ...ord.t "111~ ND§ cltr-M" tlut toorde 
c. Aft or tt Wktf dttnl ' .!Mll "' .nh...,..,wtM. 

(&) ;,. .,...__.,.clioto (5), for ll'le ,.,.,..W "or a Co•..........,. fi'~O w ...00•" tl'le 
""""• "or lA• .4p'"'"''• Tril>-"" ooaaogU aMil k ..... ,...,M. 

s ... tw.. 2S.-lmportant rha.ngoe ore made in oet"tiOD 211--e )l<'IUI1ty-14Dil-wbirh ore 
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OLD. 
_ Officer, the Assistant 

Penalty -for Commissioner or the 
concealment of Commissioner, - in 
income or im- the course of any 
proper distrli-
bution of pro- proceedings under 
flte. this Act, is satisfied 

that an assessee has 
concealed the parti

culars of his income or has deli
berately furnished inaccurate 
particulars of such income, and 
has thereby returned it below its 
real amount, he may direct that 
the assessee shall, in addition to 
the income-tax payable by him, 
pay by way of penalty a sum not 
exceeding the amount of the in
come-tax which would have been 
avoided if the income so returned 
by the assessee had been accepted 
as the correct income. 

NEW. 
0 f!icer, the Appel-

P81110lty for late Assistant 0 om
<oncealment of missioner or the 
income or im
proper distr.i
bution of pr().. 
lite. 

Commissioner, in 
the course of any 
proceedings under 
this Act, is satisfied 
that any person--

( a) has without reasonable 
cause failed to furnish the return 
of 'his total income which he was 
required to furnish by notice given 
under sub-section ( 1) or sub
section (2) of section 22 or section 
34 or has withmtt reasonable 
cause failed to fu,.nish it within 
the time allowed and in the man
ner required by such notice, o.r 

(b) has wifhmd reasonable 
cause failed to comply with a 
notice under sub-section ( 4) of 
section 22 or Sltb-section (2) of 
section 23, or 

(c) has concealed the parti
culars of his income or deUoerate-

NOTES. 
designed to give the Income-tax Department more ~etive means of dealing with illegal 
nasion. The penalty is increased from the amount of tlut ta.x avoided to twioe tha.t 
amoUDt.; it is ,.to include super-tax as well ns income-tax and it is to be impoeabla for 
failure to :file a. return or to submit aeoounts 011 to submit other ewidenoo lin support of a· 
retUrn. · To prellfil.t hard::lb.ip in the case of a person· with no income liable to tax the· 
penalty is limited -to Rs. 50 and in the case of the agent of a uon-Tesident the penalty 
for failure to file a return can only follow the issue of a. speci:ti.e notioo ea.Uing for a. re-. 
turn. Provision is also made [proviso (o) to eub1Seetion (1)1 to prevent an assessee
sCenting penal"t£y proeeedhigs from avoiding them "by the submission of 8. return..-Objects
ll1id BeaslYTUJ'. 

In .the .proposed new sub-section (1) of section 28 ·of the Act we ha~ provided that 
neeidental failure t.o furnish rijle 1·eturns Teferred to shall -not be visited with penn.lty; and 
by our ebangas in ·the prOviso to the sub..rieetion we lbave restricted the pena.lty for failure 
to comply with th<l general notice under sub-section · (1) of seetion 22 of the Act to 
a.~esaeea whose income is not less than three thouso.nd :five hundood flJ,pees, and we 'have 
~~dueed to a runximum of t-wenty-five rupees the penalty for failure to cOmply wi:th the 
notice under section 22 (2) of the Act where the person failing is proved to have no ineome 
liable to tax. We have omitted clause (c) of the proviso contained in the Billl as intr!oduced 
in Ute belief that it is unnect>.ssary,-Seleot Comm.ittee Report .. 

- .dssembly. 
_ 28- (1) (c)_~ The penalty iJ; le.ssened from twice the amount to i•one and a h&lt 

tlmes". 
• 28 (6) bas. been added making the previous _approval of the Inspeet'ing Assistant 

Commissioner neceae.ary before penalty .can .be. le~edr . 
. . Ses ~laq notes. i~ sectio.u. 5 . . 
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Ow .. 

83. 

NP:W. 
ly f'l.ll!'lbished inaccur .. ate particulars 
of such income, 
he may !Wrect t:hat such person 
s~ll pay by way of pen.alty, in 
the cas.e. referred to in clause (a), 
in addition to the amount of the 
income-tax amd super-tax, if any, 
payable by him, a sttm not exceed. 
ing one OITIJ(j, a half times that 
amount, and in t'h.e cases referred 
to in clauses (b) and (c), in addi
tion to any tax payable by him, a 
sum not exceeding one and a half 
times the amo·ztnt of the income. 
tax and super-tax, if any, which 
would hav.e been avoided if the 
income as ret·Ltrned by such person 
had been accepted as the correct 
income: 

Provider! that-
( a) no penalty for failure to 

f1trwish the retur..n of his total in
come shall be imposed on an as" 
sessee whose total income is less 
than three thousand five 'hundred 
rupees unless ke has been served 
with a notice under sub-section 
(2) of section 22; 

(b) where a person has failed 
to comply. with. a notice. under sub
.~ection (2) of section 22, or sec
tion 34 and proves that l1e has no 
income liable to tax, the penaltv 
imposable under this sub-section 
shall be a penalf?l not exceedin_q 
twentyfive rupees; 

(c) no penalttl shall be im. 
posed under this sub-section upon 
any person assessable under sec
tioll 42 as the agent of a person 
not resident in Brifi.•h l ntlia for 
failure to furnish the return re
quired 11nder .<erfion 22 unless a 
nofire tinder stt1h<erfion (2) of 
f11af. serfion or untln serfion 34 
11as brf'ft lll'"'rtl on 11 im: 
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OLD. 
(2) If the Income-tax Officer, 

the .Assistant Commissioner ox 
the Commissioner, in the course of 
any proceedings under this .Act, is 
satisfied that the profits of a regis
tered firm have been distributed 
otherwise than in accordance with 
the $hares of the partners as 
shown in the instrument of part
nership registered under this Act 
governing such distribution, and 
that any partner has thereby re
turned his income below its real 
amount, he may direct that such 
partner shall, in addition to the 
income-tax payable by him, pay 
by way of penalty a sum not ex
ceeding the amount of income-tax 
which has been avoided, or would 
have been avoided if the income 
returned by such partner had been 
accepted ·as his correct income; 
and no refund or other adjust
ment shall be claimahle by any 
other partner by reason of such 
direction. 

NEW. 
(2) If the Income-tax Officer, 

the Appellate .Assi.~ta.nt Uommis
sioner or the 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 accordance with the shares 
of the partners as shown in the 
instrument of partnership regis
tered under this .Act governing 
such distribution, and that any 
partner has thereby returned his 
income below its real amount, he 
may direct that such partner 
shall, in addition to the income-tax 
and super-tax, if arii!J, payable by 
him, pay by way of penalty a sum 
not exceeding one and half times 
the amount of income-tax and 
sup&r-tax whieh has been avoided, 
or would have been avoided if tl).e 
income returned by such partner 
had been accepted as his correct 
income; and no refund or other 
adjustment shall be claimable by 
any other partner by reason of 
such direction. 

(3) No order shall be made under sub-section (1) or sub
section (2) unless the assessee or partner, as the case may be, has 
been heard, or has been given a reasonahle opportunity of ooing 
l1eard. 

(4) No prosecution for an o~e!].ce against this .A.et shall he 
instituted in· respect of the same facts on which a penalty has been 
imposed under this section. · 

(5) .A.n Assistant Commis- (5) ".A.n Appellate Assistant 
sioner or a Commissioner, who Commissioner or a Commissioner, 
has made an order under sub-seC.: who has made an order under sub
tion (1) or sub-section (2), shall section (1) or sub-section (2), 
forthwith send a copy of the same shall forthwith send a copy of the 
to the Income-tax Officer. same to the Income-tax Officer. 

(6) The Income-tax Officer 
shall not impose any penalty un
der this section without the previ
ous approval of the Inspecting 
Assistant Commissioner. 
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29. When the Income-tax 
Not.ice f Officer has deter-

• mined a sum tp be dtllll&lld. 
payable by an as

sessee under section 23,. or when 
an order has been passed under 
sub-section (2) of section 25 or 
section 2S for the payment of a 
penalty, the Income-tax Officer 
shall serve on the assessee a notice 
of demand in the prescribed form 
specifying the sum so payable. 

30. (1) Any assessee object-

Appeal 
aga.i.nst assess· 
JDent under 
this Act. 

ing to the amount 
or rate at which he 
is assessed under 
section 23 or section 
27, or denying his 
liability to be as

sessed under this Act, or objecting 
to a refusal of on Income-tax 
Officer to register a firm under 
section 26-A or to make a fresh 
assessment under section 27, or to 
any order ·against him under sub
section (2) of section 25 or sec
tion 25-A or section 28, made by 
an Income-tax Officer, may appeal 
to the Assistant Commissioner 
against the assessment or against 
~nch refusal or order: -

NEw. 
29. Whet~ any tax or penalty 

Nat.ice of is due im. conse-
demand. qu.ence of any order 

passed under or in 
pursuance of this Act, the Income
tax 0 /ficer shall serve upon the 
assessee or other person liable to 
pay such tax or penalty a notice 
of demand im. the prescribed form 
specifying the sum so payable. 

30. (1) Any assessee ob-

Appeal 
agaillSt assess
ment under 
this Act. 

jecting to the 
amount of income 
assessed under sec
tion 23 or section 27, 
or the amount of l()._~.~ 
compttted under sec

tion 24 or the amount of tax 
determined under section 23 or 
section 27, or denying his liability 
to be assessed under this Act, or 
objecting to a rPfusal of an In
come-tax Officer to register a firm 
under section 26-.A or to make a 
fresh assessment under section 27 
or objecting to any order • • • 
under sub-section (2) of section 25 
or section 25-A or sub-section (.2) 
of section 26 or section 28, made 
by an Income-tax Officer, or ob
jectin.q to any pencl(IJ imposed by 
an Income-tax Officer 1mder Sltb
section (6) of section 44-E or .~ub
section (5) of section 44-F or sub
.~ection (1) of section 46, or objec
tin_q to a refttsal of aon Incom~-

NOTES. 
8t'lt'#Wtt 29.--This !IE'('"tion llas bee:a. eD.tirely ~ast and a noti~ of demand ill nOW' 

'ftlldfl obligatory wht'nP"r any tax or penAlty is due. 
8""tioA 3R oxt~n<la tho ooope of Appeals. Provision ill made for appeal in the 

followillll ......,,-A"""""''ent under ... tinn 23 (4); ........,.ont "'""tillll in 1018; ,...fcu!a[ 
<>f ,...fund or full ..-fund und ... aedi01111 48, 49. 49-B 011 49-C (...,tion 5!1-A. u- be<omos 
auperllnouo ud io dulotod). Pro•ision Is also made to P"'"""'* oa • rro queotioaillg llD 

.. ._ IDl'llt 010 a ilnt or aa order and• oeetioa S3·A ia ._a ef a Company olltonrise
thu in llll appeal agninst the ftnn '• or the Ompany'o - ... t.-Ob;...t. a4 B__,_ 
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OLD. 

Provided t.hat no appeal shall 
lie in respect of an assessment 
made under sub-section (4) of 
section 23, or under that sub-sec
tion read with section 27. 

NEW. 

tax 0 fficer to allow a. clcvi-m 
to a refund under section 48, 
49 or 49-F, or to the amount of 
the refund allowed by the Income
tax 0 fficw under any of those sec
tions, and any asse&ee, being a 
compOIYIIJJ, objecting, to an order 
made by an. Income-tax Officer 
under sub-section (1) of section 
23~A,. may appeal to the Appellate 
Assistant Commissioner against 
the assessment or against such 
refusal or order: 

Provided that no appeal shall 
lie against an order under sub
section ( 1) of section 46 unless the 
tax has been paid: 

Provided furthe·r that where 
the partners of a firm are indivi
dually assessable on their shares 
in the, total income of the finn, OhlY 
such partner may appeal to the 
Appellate Assistant Commissioner 
against OIYIIJJ ord~r ·of an Income
fa 1: 0 fficer determining the amount 
of the .total vncome or the loss of 
the firm or the apportionment 
ther.eof between the several part
ners, but. m respect of matters 
which are determined by such. 
order may not appeal agamst the 
assessment of his own total in
come: 

Pro?Jided furthe.r that a 
shareholder in a company in res
pect of which an order under sec-

NOTES. 
1 Tbe first two changes indir-u.ted in sub-eta.use (a) of the dause and 'the cllange in 

sub-clause (b) restore referenees to section 27 of the Act. Theso ha.ve again become 
neeessa.ey since we have d8<':ided to retain th&t section' The changle made in suiH.lla.use (a) 
{v) [now (iv)] haa the effect of l'e&toring in sub-se<ll.ion (1) of oootion 30 of l)le Aet the 

·original pro.Uso omitted by the Bill, which enaeted tlul.t no o.ppeal shall ~ in ;respedt of 
an assessment. marle under sub..seetion ( 4) of section 23 or under that sub-sedtiqn read with 
section 27 .-Seler.t Com·mittce Report. 

The section in its final. form pro.ctically atfords o.n appeal o.gainst ev<JrY final order 
<>f tbe Income-tax Officer. 
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.{JLD. 

(2) The appeal shall ordi
narily be presented within· thirty 
days of receipt of. the notice of 
demand relating to the assess
ment or penalty objected to or of 
the intimation of. the refusal to 
pass an order under sub-section 
·(1) of section 25-A, or to register 
a firm under section 26-A or of 
the date of the refusal to make a 
fresh assessment under section 27, 
as the case may be: but the Assis
tant Commissioner may admit an 
appeal after the P:xpiration of the 
period if he is satisfied that the 
11ppellant had sufficiPnt cause for 
not presenting it within that 
l1Priod. 

NlilW. 
ticm 23-.A has been passed by QIYI, 

[ncome-toa, Officer, may not in 
.respect of matter.~ determined by 
such order appeal against the as-
sessment of his own total income. 

(2) The appeal shall ordi
narily be presented within thirty 
days of receipt of the notice of 
demand relating to the assess
ment or penalty objected to or of 
the intimation of the refusal to 
pass ·an order under sub-section 
(1) of section 25cA, or to register 
a firm under section 26-A, or of 
the date of the refusal to make a 
fresh assessment under section 27, 
Dr of the. intimation. of QIYI,_ order 
under sub-section . (1) of. sectio1f-
23-A or under sect~on 48, 49 or: 
49-F, as the case may be; but the 
Appellate Assistant Commissioner 
may admit an appeal after the 
expiration of the period if he is 
satisfied that the appellant had 
sufficient cause for not presenting 
it within that period. 

(3) The appeal shall be in the prescribed form and shall be 
verified in t~e prescribed manner. 

31. (1) 'l'he Assistant Com

JJ.&ring 
tlpponl. 

missioner shall fix a 
of day and place for 

the hearing of the 
appeal, and may 

from time to time adjourn the 
hParing. 

31. (1) The Appellate Assist
·ant ·Commissioner 

]J . • f 
o.pp::r,"g 

0 shall fix a day and 
· plaee for the hear-

ing of the· appeal, and may from 
time to ·.time adjourn !he .hearing. 

NOTES. 
Bt~t'tioA 31 ia amended so u to give pOWEm to the.Appella.te Assistant C.ommiuioner to 

~it fresh grounds of o.pponl and to diTeot the Ineome-t.a.x Oflie,er to 1\DK'Dd the 9.!1'ltl88Dlenle 
of partners of Rnna Or membft.s· ot B.fiAOO.ia.tions in aceordanoe with the appellate order& in 
1ht~ firm 'a or LWle.ia.tion 'a 88Se8SD'loot. It also gina him power to enhance a penalt;y o The 
lnoom•-t..:r om .... il gi,.., tho .rigbt to be rep-tro at tho hearing of an apponl. Owing 
to the institution of Ol'paro.t<! Appellate Asoistan'l· ColllllliaBioners it is eonsidlli'Od n........,-y 
for the Dt'pa.rtmt-nt. to 00 so n.s-p~ented 0 

&.otit>Jo 81.-Tho eonlli~ting· vi"'"' of the Chief COurt of Owlh (10 I.T.O. f73; 
1937. I.T.R. 417) a¥ of tho Lahono lligh Cour1; (1937 I.T.R. 137) whether fr<t!h. 
grounds of oppool m•y be filoo bofore the Assi..•ant Commissioner of Ineome-tu 1& ..,t .al- I 
,....I l>r tho int.-o.luetion of ou""-tion {2-A) ...itmg dial'retion in the Appellate Ass~nt. 
("ommi80i0Dfl' to ·admit and hear fresh grounds of appeal'. · 
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.OLD. 
(2) The Assistant Commis

sioner may, before disposing of 
any appeal, make such further in
quiry as he thinks fit, or cause 
fur:ther inquiry to be made by the 
Income-tax Officer. 

(3) In disposing of an appeal 
the Assistant Commissioner may, 
in the case of an order of assess
ment,-

( a) confirm, reduce, enhance 
or annul the assessment, or 

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

or, in the case of an order refus
ing to register a firm under 
section · 26-A or to make a fresh 
assessment under section 27, 

NEW. 
(2) The Appelt~;.te .Assistant 

Commissioner may, before dis
posing of any appeal, make such 
further enquiry as he thinks fit~ 
or cause further enquiry to be
made by the Income-tax Officer. 

(2-A) The Appellate Assist
ant Commissioner may, at the· 
hea,ring of an appeal, allow an 
appellant to go into any !Jro~md of 
appeal not spccijif'd in the grounds 
of appeal, if the Appellate Assis
tant Commissioner is satisfied 
that the omis.•ion of that grounri 
from the form of appeal U'as not 
wilful or um:easonable. 

( 3) In disposiug of an appeal 
the Appellate Assistant Commis
sioner, may, in the case of an order 
of assessment,-

( a) confirm, reduce, enhance
or annul the assessment, and in 
the ca.se of an a,ssessmen.t on a firm 
or a.ssociation of persons, authorise 
the Income-tax Officer to amend 
accordingty any assessment made 
on an;fj partner of the finn or any 
member of the association, or 

(b) l!et aside the assessment 
and direct the Inc:>ome-tax Officer 
to make a fresh asse~sment after 
making such further enquiry as 
the Income-tax Officer thinks fit ot· 
the Appellate Assistant Com
missioner may direct, and the In
come-tax Officer shall thereupon 
proceed to make such fresh assess
ment and determine where neces
sary the amount of tax payable 
on th.e basis of such fresh assess
mellt, 
or, in the ease of an order refusing 
to register a firm under section 
26-A or to make a fresh assess
ment under section 27, 
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OLD. 
(c) confirm such order, or 

cancel it and direct the Income-tax 
Officer to register the firm or to 
make a fresh assessment, as the 
case may be, 

or, in the case of an order under 
sub-section (2) of section 25 or 
section 28, 

(d) confir~ cancel or vary 
such order: 

Provided that the Assistant 
Commissioner shall not enhance 
an assessment unless the appellant 
has had a reasonable opportunity 
of sho"ing cause against surh en
IJanrement. 

12 

NEw. 
(c) confirm such order, o1· 

cancel it and direct the Income
tax Officer to register the firm or 
to make a fresh assessment as the
case may be, 

or, in the .case of an order under 
sub-section (2) of .section 25, or 
sub-section (1) of section 23-A or 
sub-section (2) of section 26 or 
section 48, 49 or 49-F. 

(d) confirm, cancel or vary 
such order, 
or, in the case of an order under 
sub-secfiiort (1) of section 25-A, 

(e) confirm such order or 
cancel it and either tl/irect the 
Income-tax Officer to make fur
ther enquiry and pas.s a fresh 
order or to make an assessment 
in the manner laid down in sub
section (2) of secti01t 25-A, 
or, in the case of an order under 
section 28 or sub-section (6) of 
secticm 44-E or sub-section (5) of 
section 44-F or sub--section (1) of 
section 46; 

(f) confirm or cancel such 
order or vary it so as either tl> 
enhance or reduce the penalty: 
or in the case of an appeal against 
computation of loss undelf' section 
24, 

(g) confirm or vary such com
putation: 

Provided that th~> Appellate 
Assistant Commissi?ner shall not 
enhance an assessment or a 
penalty unless the appellant 
l1as had a reasonable opportunity 
of showing cause against such en
hancement: 

Prot,ided furthPr tl•at at the 
ht>aring of an.!f appe11l again.~t a~J 
order of all lttcotne-tax 0 f!icer. 



!)0 THE INDIAN. INcoME-TAX AcT, 1922. [S. 32 

OLI>. 

32. (1) llny assessee objecting 
A P P • .. 1 • to an order passed 

against orders by an Assistant 
of Asaistont C o m m iss i o n e r 

CO\!Jlllrlssio.n.er • under section 28 or 
to an order enhaneing his assess
ment under sub-section (3) of 
section 31, may appeal to the 
Commissioner within thirty days 
of the date on which he was served 
with notice of such order. 

NEw. 
the Income-tax 0 fficer shall have 
the right to be heard either in 
person or by a representative. 

•32. (1) llny assessee ob-
A P P • .. 1 8 jecting to an order 

against orders passed by an Appel
of Aoaistant late Assistant Com
UOillllril!sionazl. missioner under sec-

tion 28 or to an order under sub
section (3) of section 31 enhancing 
his assessment or a penalty im
posed under section 28 or sub
section (6) of section 44-E or sub
section (5) of section 44-F' may 
appeal to the Commissioner with-
in thirty days of the date on which 
he was served with notice of such 
order. 

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

·(3) In disposing o"f the appeal the Commissioner may, a.fter 
giving the appellant an opportunity of being heard, pass such orders 
thereon as he thinks fit. 

33. (1) The Commissioner may 

Power 
revision. 

of his own motion 
of call for the record 

of any proceeding 

t33. (1) The Commissioner may 

Power 
revision. 

of his own motion 
of call· for the record 

of any proceeding 

NOTES. 
*When Pal"! II of the Indian Income-tax (Amendment) Ae.t (Aet VII of 1939) 

"P.omes into force this section is to be omitt.ei!. [See p. 1"1. 
A.mendmm•t .tlct Section. 87 .-Seqtion 32 of the said .Act ~hdll be omitted. 
!When Pa.rt II of the Indian Inoom&-tsx (Amendment) Act (Act VII of 1939) · 

-comes into force the following seetion will be substiitu'bed. [Seep. 1]'. 

Appeals a~t orders of Ame1!.<Mnen.t Ac; Section 88.-J'or section 33 of tlw 
A~p~llatP. Assistant Com- aaid Ao:t the follotJJitng aecticni. shall be substituCed, namely:
m.JII.noner. 

33. (1) A.'N]J MIIP-S&ee objt.ctffig t1o an 'Order pas&ed by an AppeUate ~.Fsiatm~.t Ccnn
''•i.ssioner undor section. 28 or section 31 may appeal to the AptJeU,,te Tribunal within 
~Ur..ty days of thR date on tohich he is set'116d with Mtice of puch orfler. 

(2) The Commissioner may, if he objects to Q/1!1/ tn'der passecl bg an. ..A.ppcllatet 
'.tf.ssistant Cmn·missioner tmder section 31, direct 1M ]'RC(m1£-tax Officer :!o appeal to the 
Appellate Triknal agamat such order. """ ll'IUlh nppeal 1TI<V!J be >made at any timw> bef&Te 
the expiry of sirty days from the dolo of the Of"def". 

(3) .d" appeal tw the .dppellat.e Tri""""l shall be m the J!f"!!BC'I"ibtd fo,..,. and shall 
be verified m. the presori.bed manner, aM ahaJl, noept MI. the ca..<;e of tm appeal referre~ 
t.o m .wb-seotMm (2), be a.ccompmated by a. fee of one lJwulred rupee.:. 

(4) The A!•P<llatc Tribwud may. after gWimg both parties to the appeal a~ 
<OpportwMty of being hettrii, patJs such orders thereon as tt thinks fit, and sh-all oommum
cate any such ortltWJ:i to t;h6 a,.-,sessce and to ths Commissioner. 

(5) S(JIIJe as provided in seolio••66 Of"deN pasae!J by the .dpJ>Pllat< Tribunal on appea~ 
.shall·be final. · 
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OLD. NEW' 
under this Act which has been under this Aet which has been 
taken by any authority subordin- taken by any authority subordin
ate to him or by hirru;;elf when ate to him or by himself when 
exercising the powers of an Assist- exercising the powers of an Ap
.ant Commissioner under sub~ pellate Assistant Commissioner 
.section (4) of section 5. under sub-section (5) of section 5. 

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

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

33-A. (1) .A:D.y person aggriev- 33-A. Omitted. 
ed by an order of 

Ref.,.nce to an Income-tax 
!,~':. of R&- Officer under sub-

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

(2) The appeal shall be in the 
prescribed form and shall be veri
fied in the prescriber! manner. 

(3) The Commissioner shall 
refer such appeal, with a state
ment of his own opinion thereon, 
to a Board of RPferees for deci
sion ; and the Board of Referees 
shall decide the appeal· after hear
ing the appellant and any person 
deputed by the Commissioner: 

Provided that, before maJ.:ing 
a reference to a Board of RP
fereE•s, the Commissioner mav, 
and at the re•1nest of the app~>l
lant shall, in I'Xercise of his powt>r!< 
of r~>vision und~>r se<'tion 33. dPcid!' 
th~> matt~>rs in dispute and th~>rt>
nnon tht> ass~>s~l'l' mRv withdraw 
his appt>al or proi'PM with it. 

NOTE.'I. 
Srtt"Mt. 3W whi<"h pN"t't"ribfltl thp ft'lfenottf'e to a Board Df 'Re~ of an ord« 

undt'r 8flt\t.ion !3-A is omith'"t!. Owing to the amNldme.lt of Sf'l.~ti<m !3-_.\ it is ttouidfftd 
that thla -li011 !s unn......,.ry nd t'hat the app<oll .,.n be heant "• the APJ'<'D&te Assistant. 
Commissionor ill the ordiury ""1, · .. 
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OLD, 
(4) The decision of the Board 

of Referees shall be forwarded to 
the Commissioner who shall trans
mit it to the Income-tax Officer 
who passed the origiual order, and 
shall also send copies to. each 
Income-tax Officer who has made 
any assessment consequent upon 
such order; and where a decision 
reverses or modifies the order of 
the Income-tax Officer, fresh 
assessments shall be made in 
accordance therewith, or such con
sequential adjustments as may be 
required shall be made in any 
assessment already made. 

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

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

(7) Subject to the provision~ 
of sub-section (6), tl1e Central 
Board of Revenue may make rules 
regulating the formation, composi
tion and procedure of Boards of 

·Referees. 
34. If for any reason income, 

profits or gains 
Income es- chargeable to in

eaping ....... come-tax has es
ment. 

caped assessment 

34. (1) 

Income es
caping ......,.. 
ment. 

NEw. 

If i~1 ctmseq·uence fi{ 
definite information 
which haa come into 
his possession, the 
btcom.e-tax Officer 

. , · NOTES. . • 
Seot.,;,. 34-·ntakee important eluutg<B whleh deals ~th income ."'""'Ping .-mont. \ 

The moot importRnt ehfiJlgc ie th• extension of the penod for :naking euclt ~ · 
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OLD. 
in any year, or has been assessed 
at too low a rate, the Income-tax 
Officer may, at am.y time within one 
year of the end of that year, serve 
on the person liable to pay tax on 
such income, profits or gains, ·or, 
in the case of a company, on the 
principal officer thereof, a notice 
containing all or any of the 
requirements which may be in
cluded in a notice under sub
section (2) of section 22, and may 
proceed to assess or re-assess 
such income, pro'fits or gains, and 
the provisions of this Act shall, 
so far as may be, apply accord
ingly as if the notice were a notice 
issued under that sub-section: 

NEw. 
discovers that income, profits or 
gains chargeable to income-tax 
have escaped assessment in any 
year, or have been under-assessed, 
or have been assesse~ at too low a 
rate, or have been the subject· of 
excessive relief under this Act, the 
Income-tax Officer may, in any 
case in which he has reason to 
believe. that the assessee has con
cealed the particulars of his in
come or deliberately furnisher] in
accurate particulars thereof, at 
any time within eight years, and 
in afll!l other case at any time with
in four years, of the end of that 
year serve on the person liable to 
tax on such income, profits or 
gains, or, in the case of a company, 
on the principal officer thereof, a 
notice containing all or any of the 
requirements which may be in
cluded in a notice nnder sub-sec-

NOTES. 
from one year to si~ ycu.rs. TJtis follows the United Kingdom law n.nd in oonJunetion 
with oompuloory returns (Eiect.ioo 22) nnd pEIIUIIltiea (Section 28) it ;. erpedod to be a very 
£11l'ective provision for dealing with illegal evasion. Owing to a reeent decision of the 
Cnlcutta High Court which nnrrowly .J~e&tricte the scope of section 34 it ia considered ncceA· 
sary I<> amend it eo lib to .make it olea.r that it is applicable 'where tJ~e Inc1ml&'tlax 
Oflle<uo ia of opinion t.hat inr.ome hns ('IB('.aped assessment. This amendment f-ollows eectian 
£2 (2) which ltas given tis(~ to no difficulty in practiee. The St>ation is also amended so 
u to remove any donbta a.s to ita applicability to cases of und<'r-asseaiDloent. 

At p....,.nt tber" is no time limit for t)le completion of 1181l08SDleut proeeedinga begun 
iD tim•. Sub--tion (2) provldea tbat tbey ahnll be completed witbin the period of six 
yonre from thE' r.ud of the 8.Sbe86D1ent yea.r.-objeotl aM 1letJ8etl.ll. 

8ootio~ 34. -The proposals contained iD tbe Bill adopted tho period of oix Y"""' 
uniformly a.s the:- limit for tbe carrying forward of .lOBSell under setstion 24, ftoJ' pun;uing 
income which bad eal"aped usessment tmder section 34, for ;tbe reetifl.catiou of EII'J'QI'& under 
oeetion 35 and for tho olaiming of refnnda under aeetion 50. We ha>-e declided to retain 
oiz )'Pant aa th• limit for tho earrying forward of ,....., under aeetion 24, bu.t we think 
t.bat iD all the oUMir co- tbe limit abould be & period of four yean except that !it abould 
be extended to eight yeara, where ill001110 baa eooaped MBe1181llent iD eolli!OqUenoe of the 
,_ having oourealod tha pa.rti.eul&nl of his iDeome qr deliberately furnished inaccurate 
pq.rtit-ulars of his income. The chpn~ made in this clause ud in sPdion 35 gil'e eft'ect 
to tbis deeision, 

The change of the expftlll8i.Oil ccm of opinion" to CCdiat-.overs" in eo.b-elanae (a} of 
tbio ol1W8e bringo tbe wording of eub-... tiOil ( 1) of Olllltion 34 jnto ..,..,.d witb tho wora
ing of the oorl'tl8pondmg Engliah provision. A miaori~ of 118 deaired further eh&ngoo to 
he iDI.'tel'ted in the au~Uou.-Srift'l Co.•Ntllt RtpOrl. 

8~W. u. s ...... .,;., (S) llulliliM the - of the l'ri•y Couneil judgflllellt iD I 
llajudmMIA Jloi:Atrjfoco v. Cootot ... ioMr of l-Ids B"'gal, (61 I.A. IJ.O; Ill <:a!. 
~~; 66 Y.L.J. 1!1; 7 I.T.c. 148) th..t th-is ao time limit for eomplotingu ,_ 

lllflll ·- bogua. 
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OLD. N&w. 
tion (2) of section 22 and may 
proceed to assess or re-assess such 
income, profits or gains, and the 
provisions of this Act shall, so far. 
as may be, apply accordingly as 
if the notice were a notice issued 
under that sub-section: 

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

35. (l) The Commissioner 
or Assistant Com

Rectification missioner may, at 
<>f mistake. anv time within one 

year from the date 

Provided further that when 
the income, profits or gains con
cerned are income, pro fits or gains 
liable to assessment for a year 
ending prior to the commencement 
of the lnd!ian Income-tax (Amend
ment) Act, 1939, or where the as
sessment made or to be made is 
an assessment made or to be made 
on a person deemP.d to be the 
fj,gent of a non-resident person 
under section 43, this s·ub-section 
shall have effect as if for the 
periods of eight years and four 
years a period of one year were 
substituted. · 

{2). No order of assessment 
•mder section 23 or of assessment 
.,. re-assessment un.der sub-sec
tion (1) of this section shall be 
made after fhe expiry, in any case. 
to whick clause {c) of sub-section 
(1) ·of section 28 applies, of eight 
years, aml in any other case, of 
four yea;rs from the end of the 
)fear in which the income, profits 
and gains ·were first assessable. 

•35. (1) The CommissionPr 
or Appellate Assis

ll<lctification tant Commissioner 
of. mistak•. rnav, at anv . timP 

within fonr )war.<; 

NOTES. 
*When· Part II of ·the Indinn Inoome-tax ·(Amendment) Act (Aot VII ·of 1939) 

C':Ome& intO' force t.ho following ameudwont will have to be made to the section r .. 'fee p, 1] :-
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OLD. 
of any order passed by him in ap
peal or, in the case of the Commis
sioner, in revision under section 
33 and the Income-tax Officer 
may, at any time within one year 
from the date of any demand 
made upon an assessee, on his own 
motion rectify any mistake appa
rent from the record of the appeal, 
revision or assessment, as the ease 
may be, and shall within the like 
period rectify any such mistake 
which has been brought to his 
notice by the assessee: 

Provided that no such rectifi
cation shall be made, having the 
effect of enhancing an assessment 
unless tl1e Commissioner, the As
sistant Commissioner or the In
come-tax· Officer, as the ease may 
be, has given notice to the asses
see of his intention so to do and 
has allowed him a rt?asonable op
portunity of hE'ingo heard.· 

NEW. 
from the date of any order passed 
by him in appeal or, in the ease of 
the Commissioner, in revision un
der section 33 and the Income-tax 
Officer may, at any time within. 
four years from the date of any 
assessment order passed by him, 
on his owil motion rectify any 
mistake apparent from the record 
of the appeal, revision or assess
ment, as the case may be, and 
shall within the like period rectify 
any such mistake which has been 
brought to his notice by an asses
see: 

Provided that no such rectifi
cation shall be inade, having the
effect of enhancing an assessment 
unless the Commissioner, the Ap
pellate Assistant Commissioner 
or the Income-tax Officer, as the 
case may be, has given notice to
the assessee of his intention so to. 
do and has allowed him a reason
able opportunity of being heard. 

Provided furthu that no suck 
rectification s1tall be made of anJ! 
mistake in. any order passed more 
than. one year bP.fore the com
mencement of the Indian 111come
tax (Amendment) Act, 1939. 

(2) 'Where any such rectification has the effect of reducing the 
assessm!'nt, the Int•onu•-tax Officer shall make any refund which may 
b!l .due to surh assessee. 

(3) Wltere any such rectification has the effect of enhancing 
fl1e flSS!'~sment, the Income-tax Officer shall serve on the assessee a 
nMice of d!'mand in Ute prescribed form specifying the sum payable, 
and surh notire of demand shall be deemed to be issued under section 
2!l, and the provisions of this Act shall apply aooordinp:ly. 

NOTES. 
A"""'IMn~l -~"' 8«1""' 89.--lto ...,,..,. 35 of tM aaid .c!ct; st~h·stt·t;,a. (2) o•d (3) 

.Mil k ......_b.....O ... & ... eli.,.. (3) otod (4), -ti~y, otod Ilk' follO<Di•p oAoll b~ ;,...,.,_ 
f-'d.., .avb·M't'liott (~), flowat'iy:-

(2) n. prot'i ........ of ... b._,..,. (1) opply also - ''" -- lo .... """"fi«Jfioto 
of wti..ddl'i'~t by ·~~ .Apptllat~ rribwwal. 

S6<'1kne. 35 ~itl.-. making minor amendmenta inteection 35 (reetifleati.on of mistakes) 
txt..nds ·th• po<iocl for ""'liflr&tion from ODe.,-·to four yean. · 
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36. In the determination of the amount of tax or of a refund 

Tax to be calculated' to 
nearest anna. 

payable under this .Act, frae;tions oil' an anna 
less than six pies shall be disregarded, and 
fractions of an anna equal to or exceeding 

.six pies shall be regarded as one anna. 

OLD. 
37. The Income-tax Officer, 

.Assistant Commis
Power . to sioner and Commis-

take eVIdence • 
-on oath ete. swner shall, for the 

purposes of this 
.Chapter, have the same powers as 
.are vested in a Court under the 
Code of Civil Procedure, 1908, 
when trying a suit in respect of 
ihe following matters, namely:-

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

(b) compelling the production 
of documents; and 

(c) issuing commissions for 
the examination of witnesses; 
and any proceeding before an ln
eome-tax Officer, .Aesistant Com
missioner or Commissioner under 
this Chapter shall be deemed to 
be a "judicial proceeding" with
in the meaning of sections 193 and 
228 and for the purposes of· see
tion 196 of the Indian Penal Code. 

NEW. 
•37. The income-tax Officer, 

Appellate .Assistant 
Power . to Commissioner and 

take evtdenee . . 
on oath etc. Comnusswner shall, 

for the purposes of 
this .Chapter, have the same 
powers as are vested in a Court 
under the Code of Civil Proce
dure, 1908, when trying a suit in 
respect of the following matters, 
namely:-

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

(b) compelling the production 
of docun1ents; and 

(c) issuing commissions for 
the examination of witnesses, and 
any proceeding before an Income
ta.'t Officer,· .Appellate Assistant 
Commissioner or Commissioner 
under this Chapter shall be deem
ed to be a "judicial proceeding" 
within the meaning of sections 193 
and 228 and for the purpoRes of 
section 196 of the T ndian Penal 
C.odP. . 

Power to call for in
fermation. 

38. The !~come-tax Officer or Assistant 
Commissioner may, "for the purposl's of this 
Act.-

NOTES. 

*When Part II of the Indian hc.ome-ta.x (Amendment) Act (A<-t VII of 1n9) 
·~ames into for('E" t'he following amendments to the .seetion will hnve to be made (seep. 1). 

A:mendment A«Jf Ser.titm 90.-In ncttota. 37 ·of the saiil .Act, for the v:ords uantJ 
Ct»nm.isrioner', the WOf'd8 '. rommUsi.oner and Appellate Tn"'b'Uo7Wll., af'il f('.r the tl.'Ords ('or 
Comm.iasi01l8r" in claus~ (~:) tAe wnrdB 11 0ommismoner or Aflt'ella1e Tribuool" aMll bd 
.substituted. 

8ectibn 38-·ma'kcs important Rdditiona. It givs the lneot;te-ta.x Offiur or Assistant 
Commissioner poWer to eaJl for lists of persons to w'hlom rent, infierest (mmnllssion or t.he 
1ike in any year amounting-1o more tltan two hundred rupees is paid. It gives the lneome
-t~ Offir.er and the Inspector po~r to visit premises and make enquiries. This only giws 



S.39l T.Hll UTDIAN .INCOME-:I:AX Aor, 1922r 97 

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

(2) require any persou whom he has reason to believe to be a 
trustee, guardian, or agent, to furnish, him with a return of the names 
ilf the persons for or of whom he is trustee, guardian, or agent, ana 
<lf their adresses ; · 

OLD. 
(3) orequire any person whom 

he has reason to believe to be en
gaged in business, to furnish him 
with a return containing particu
lars of the location and style of 
his principal place of business, 
and of his branch businesses, if 
nny, the names and addresses of 
his partners in any business, and 
the extent of his own share and 
t]J,.e shares of all such partners in 
the· profits of such business or 
lmsinesses. 

.NEw. 
· (3} require a;ny assessee to 

furnish a statement of the names · 
and addresses of all person to 
whom he has paid in any year 
rent, interest, com1nission, royal,
ty or brokerage, or a;ny a;nnuity 
not being an annuity taxable 
under the head 'salaries', amount
ing· to more than four hundred 
rupees, togetl~.ar with particulars 
of all such payments made. 

39. The Income-tax Officer or Assistant Commissioner, or any 

Power to inspect the re
,Pater of members of any 
-company. 

person authorised in writing· in this behalf 
by the Income-tax Officer or Assistant Com
·missioner, may inspect and, if necessary, 
take copies, or cause copies to be taken, of 

nny re,~rister of the membPrs, debenture-holders or mortgagees of any 
t>o~mmy or of any entry in such re!rlster. 

NOTES. 
lf'ltft] la"Uti~n to existia.g pra<'tice. It alao gives the Ineome-~ Offi<o.er powet" when visiting 
ttu~h pl'f'miaea to <"all for aeeounta and stamp them. The objtoct of this pl'ovision is to 
'(".Optto with eases in 'Whi~:".b false a~eounta are nbmitted for a•8118Lleot or ~in which at the 
time of &IJ8IP88llleDt the tmst.Pnee of aceounts is denied. For failwe to eomply with the In
oeome..tax Offi\"er'a J't'qUe&t a penalty is provided in aeetion 51.-0bject.t oM ReniO'IWI. 

S•oliOA 38.-In tho now •1&\188 (3) of oub-soetion (1) of aeetion 38 proposed by the 
Bill Wt' have substituted for the vague upJ'e8Sion "or the like" the defi.Dite expreaaion 
..c•1'0yalcy or brokt~tJ'8ge, or any annuity not being an aunuity taxable under the head 
4MJari8 1. The annuititw ao deftribed are mainly those paid by life inauranee companies.. 
Wo ba"" ..,viaed the propoaed aub-80<\tion (S) of ...,tion 38 ao aa to rednee tbe powen 
wlti•h tho Bill proposed to gi" to Inl'Om•-tax 0111..,. IUld JnapoetGn. Tb& 'lride powers 
('If t'ntry ar. taken awar, and fiDtry ia made possible only whea t.he O.Dllllill8ioner hu gi'9'PD.. 
a WJ'ittMJ authoriati011. A minority of ua are atilt c:liBaatisfied with the aub-teetion in tb~ 
ft>1'111 whil'll it aow taktos.-S•wf ,. __ .,. ••port. 

Thto •lauoo l't'lating to tho po,..,. gi"'n h> Iaoomo-tax Ofti..,rs to viait prem-. nd 
make •nquiri .. haa b..,. dol•tl'<l by tho A...,mbly • .. 
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CHAPTER V. 

LIABILITY IN SPECIAL CASES. 

OLD. 
40. In the case of any guar

dian, trustee or agent 
Gua.rd ian s, O'f any person being 

trustees " n d a minor lunatic or 
agents. • : '" _ idiot or resJ.W.Ug 
out of British India (all of which 
persons are hereinad'ter in this 
seution included in the term bene
ficiary) being in receipt on behalf 
of such beneficiary of any income, 
profits or gains chargeable under 
this Act, the tax shall be levied 
upon and recoverable from such 
guardian, trustee or agenit, as the 
case may be, in like manner and 
to the same amount as it would 
be leviable upon and recoverable 
from any such beneficiary if of 
full age, sound mind, or resident 
in British India, and in direct 
receipt of such income, profits or 
gains and all the provisions of 
this Act shall apply accordingly. 

41. In the case of income, pro
fits or gains chargea-

Courts • f ble under this Act 
Wards, eto. • • d 

· whiCh are recetve 
by the Courts of Wards, the 
Administrators-General, the Offi
cial Trustees or by any receiver 

NEw. 
40. In the case of any guardian, 

trustee or agent of 
Gua.r dian •· any person being a 

trustees a n d • l t" 
agents. lDlnor, una lC or 

idiot ur residing out 
of British India (all of which per
sons are hereinafter in this sec-
tion included in the tQrm benefici
ary) being entitled! to receive. on 
behalf of such beneficiary {JIJ'Iy 
income, profits or gains charge
able under this Act, the tax shall 
be levied upon and recoverable 
from such guardian, trustee or 
agent, as the case may.be, in like 
manner and to the same amount 
as it would be leviable upon and 
recoverable from any such bene
ficiary if of full age, sound mind, 
or resident in British India, and 
in direct receipt of such income, 
profits or gains, and all the provi
sions of this Act shall apply 
accordingly. 

Provided that in the case of 
a beneficiary being a person re
sidin.IJ ou~ of British India the tax 
ma.y be levied 1tpon and recoverej 
from him direct. 

41." (1) In the case of income, 
profits or gains char-

Courts .. f geable under this Act 
Ward, ete. whi~h • • the Courts 
of Wards, the Administrators-Ge
neral, the Official Trustees or any 
rree.eiver or manager (ineludinsr 

NOTES. a 
Section 40 is amended so as to make it elear that an aseess~ent ean be ma 8 

on 8 non-resident direct inStead of on his resident aR"ent. Further, 1n order to cover ~~ 
·casE'S it ehsngoes the basis of aBBessment on the guardian, trustee or agent hfro~ a:~ '• 
on ~hat be reeeives to 898essment on what he is entitled to receive, on t e en c1ary 

beltalf. . 41 makes alterations corresponding to the alterations made in 
. SsctiOfl. addition it makes trustees fl88essable in respect of the trost BeC'tinn 40. In 
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or manager (including any person 
whatever. hjs designation who in 
fact manages property on behalf 
of another) appointed by ·or 
under any order olf:" a Court, the 
tax shall be levied upon andi reco
verable from sucbj Court of Wards, 
Administrator-General, Official 
Trustee, receiver or manager in 
the like manner and to the same 
amount as it would be leviable 
upon and recoverable from any 
person on whose behalf such in
come, profits or gains are Teceiv
ed, and all the 'Provisions of this 
Act shall apply accordingly. 

NEw. 
any person whatever his designa
tion who in fact manages property 
on behalf of another) a<ppoint
ed by or under any ordEl([' of a 
Court or any trustee or trustees 
appointed 'UIIlder a dUty executed 
trust de.ed (including the trus
te& or trustees under any wakf 
deed which is valid! under the 
Mussalman Wakf Validating Act, 
1913) are entitled to receive on 
be.half of any person, the tax shall 
be levied u<pan and recoverable 
from such Court of Wards, Ad
ministrator-General, Official 
'11rustee, receiver or manager or 
trusteV3 or trustees in fue like 
manner and to the same amount 
as it would be leviable upon and 
recoverable from the person. on 
who·se behalf such income, profits 
or gains are receivable, and all the 
provisions of 'this Act shall apply 
accordingly. 

Provided that where any suck 
income, pro fits or gains or any 
part thereof are not specifically 
receivable on behdf of any one 
person, or where the individual 
shares of the persons on whose 
behalf they are receivable are in
neterminate or unknown, the tax 
shall be lem:ed and recoverable at 
the maximum rate: 

Provided further that t1•hen 
part onl11 of the income. profits 

NOTES. 
in('()me anlt provi.d(lfJ tor ASSt'BBtnMtt at the maximum rate of ineome t'hargeable undn 1!1~ 
RN:'tiCID w'hi~b ia not ~iflcoally th~ int'ome of a beneficiary ot whf're the individual shares 
In the int"ome are lndf'tt'rminate or unknown. ln otheT ea&N the intome wiD be a88P888d: 
at thfl rate applit'ahlfl' to the individual benellriary. Provision ia alBo madl' for eases 
wht-l't' pArt only of the trust int"ome is thargf'ftble. 

41. (I) n In<luding any trostoe or trust ... onder any wakf deed which is valid 
!tnd•r tho lfussalmiUl Watt Validating Mt, 1913," .,...., added ;, the AMembly to malte 
tt •l .. r ou•h tn.ota wore aho in•luded. 

The dooision of the Privy O>unoil in TM T~ of Bi~ t'torriolbloy B!JomAios 
B111'011<'1<'!1 2',..1 v. c.-i..o- of l..-"'-", '(61 I.A. 209; 58 Bom. 317; 86 Y.L . .T. 
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42. (1) In the case of any per-
. son residing out of 

Non·rOIIldenta. British India, all 
profits or gains accruing or aris
ing, to such person, whether 
directly or indirectly, through or 
from any business connection or· 
property in British India, shall 
be deemed to be income accruing 
iir arising within :S.ritish In'dia, 

NEW. 
and gains of a trust is chargeable 
under this .Act, that proportion 
only of the income, pro fits and 
gains receivable by a beneficiary 
from the trust which the part so 
chargeable bears to the whole in· 
come, profits and gainjl of the 
trust shall be deemed to have 
been derived from that part. 

(2) Nothing contained in 
sub-section(1)shaU prevent either 
the direct assessment of the per
son on whose behalf income, pro
fits or gains therein referred to 
are receivable, or the recovery 
from such person of the taa; paya
ble in respect of such income. 
pro fits or gains. 

42. ( 1) .All income., pro fits or 
gains accruing or 

Non-residents. • . h th d" ansvn.g, w e er 1-

rectly or indirectly, through or 
from any business connection in 
British India, or through or from 
any property in British India, or 
through or from any asset or 
sou,rce of income in British India, 
or throu(Jh or from any m?ney 

NOTES. 
643; 7 I.T.C. 195; 1934 I.T.R; 148) and of the Bol}lbay High Court in Bao Bahadur 
Manaji Rajuji v. C~ of z...,....taa;, (7 I.T.C. 463) are modified and truateea 

"Or reeeivers are assessable on the en'tire income of the estate unde-r their eontTol only when 
the shares of the beneficiaries. are indeterminate- or unkn<J'!Vll. 

· Seotitm 42 deals with ttu~ income of non-residents aceruing or arising without 
British India but deemed to acc.rue or arise within Brltish India. At present 
sub-section (1) applies to income accruing or arising through or from any business 
connection or property in BritiSh India. In order to bring wi:thin the net of taxation 
all income arising in a primary sense from British Indian sources, the sub-section luUI 
been amended se as to include income a.ecruing or arising "from any asset or source of 
ineome in British India o~ th-rough or from any money lent at intereirt and brought into 
British India in. cash or in kind"· 

Sub-section (1) has been also amended so as to make it clE-ar that eitheJ' the no'Dr 
tesi.de-ntl' ot ·his age'l!t may be assessed and so as to allow the agent to retain enough of 
his prineipal'a moneys to pay the tax. 

8ub-s~ction (2:) ha& been amende-d so aa to put a British subject or subject of an 
Indian State in n:o worse position than a non-British subjett or person who is not a subject 
of an Indiari State. 
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and shall be chargeable to income
. tax in the name of the agent of 
any such person, and such agent 
shall be deemed to be, for all the 
purposes of this Act, the assessee 
in respect of such. income-tax: 

Provided that any a.rrears of 
tax may be recovered also in ac
cordance with the provisions of 
this .Act from any assets of the 
non-resident operson which are, or 
may at any time come within 
British India. 

NEW • 

lent at mterest and brought mta 
British India m cash or m kmd, 
shall be deemed to be income ac
cruing or arising within British 
India, and where the person en
titled ta the income, profits or 
gOJins is not resident m British 
India, shall be chargeable ta in
come-tax either in his name or in 
the name of his agent, and in the 
latter case such agent shall be 
deemed to be, lfor all the purposes 
of this .Act, the assessee in respect 
of such income-tax. 

Provided that where the per
son entitled to the income, profits 
or gains is not resident in British 
India, the income-tax so charge
able may be recovered by deduc
tion under any of the provision.' 
of section 18 and that any arrears 
of tax may be recovered also in 
accordance with the provisions of 

:t<OTES. 
Svb..uotiott (3), a new proVI&ton, narrows the scope of the whole section by coo~ 

fining it to that part of the profits at'hibutable to operations in British India-Object& 
(lft.(j Rt'MOM, 

No ehange 11as been made in this elause; but in eonnection with section 
42 ar.d seetion 43 ot the Aet we eonaillered eertain difficulties which arose in the appliea
tion ot the a~ey prlneiple to "hedging and straddling'' operations when these operationa 
tAke plate through a person e:arryi.ng on a boKa fide business aa broker in British India 
and a fonign broker acting for an undiselosed foreign prineipal. We feel that some 
provirdon ohould be Inserted in the Aet to ensure that the British Indian broker shall not 
in suC'h a ease be deemed to be an agent of the foreign pri.neipal. The limited time at 
our dispOBI\1 baa prevented us from malriug opeei1le provision to this end in the Bill, but 
"" understand that Government will bring forward propooala on the oubjeet at the 
eonaideration atage-SC"Iect Com.tnifftte B~pCN't. 

42. (1) The laat proviso waa added by the Assembly. The proviso will only 
COlllfl into operation when tbt're is disagreement between the agent and the nonrresident 
principal and the Inoome-tax Oftleer tl&llnot make a greater demand than that apeei1led by 
the Oftleor in the eertiJlrate. 8._ also noteo under -non 4.3. 

The decision of the Privy Counoil in Oooro'iml>lloy BbraA"" tMd 8&U LtiJ. v. 
Co01woissioo..,. of 1-lo.r, Bombay, (63 I.A. 1; 60 Bom: 172; 9 I.T.C. 121; \935 I.T.C. 
395; 70 M.L.J. U7) that for the exiaten"' of a buain- eonneetion the non-resident muot 
al10 N.rry on a business iB got over by e-naeting that ineome aria:iDg from &nJ mODey Jeat ) 
at inte.-...t and brought iDto Britioh India ia ......,.ble under lle<!tion 4! (1). 

By the insertion of thP provision tba't a non-resident eaa be esse se li either in hia 
name or in the aam• of his a~l the propooition laid down Ia I.L.B. 1938 All 633 
(A.I.R. 1938 All 310; 1938 I.T.B. 217) that a DOn-resident """"ol be a ed direetly. 
baa no ronrr an,y for.e. 
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(2) Where a person not resi
dent in British India, and not be
ing a British subject O'r a firm or 
company constituted within His 
Majesty's dominions or a branch 
thereof, carries on business with 
a person resident in British India, 
and it appears to the Income-tax 
Officer or the Assistant Commis
sioner, as the case may be, that 

NEW. 
this Act born any assets of the 
non-«"eSident person which are, 
or may at any time come, within 
British India. 

Provided further that o;ny 
such agent, or o;ny person, wlw 
apprehends that he may be asses
sed as such an agent, may retain 
out of any money payable by him 
to such non-resident person a 
sum equal to his estimated liabi
lity under this S!~b-section, o;nd in 
the event of any disagreement be
tween the non-resident persotl 
and such aget1t or person as to the 
amount to be so retained, such 
agent or person may secure from 
the Income-tax Officer a certifi
cate stating the amount to be so 
retained pending final settlement 
of the liability, and the certificate 
so obtained shall be his warrant 
for retaining that amount . 

. Provided further that the amount 
1·ecoverable from such agent or 
person at the time of final settle
!nent shall not exceed the amount 
specified in such certificate except 
to the extent to which such agen~ 
or ·person moy at such time have 
in his hands additional assets of 
such non-resident person. 

(2) Where a person not resi
dent or not ordinarily resident in 
British India, carries on business 
with a person resident in British 
India, and it appears to the In
come·-tax Officer thlllt owing to the 
close connection between such 
persrms, the course of business is 
.~o arranged that the buBiness done 
by the resident person with the 
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.owing to the close connection be
.tween the resident and the non. 
resident person and to the sub
.stantial control exercised by the 
.non-resident over the resident, the 
.course of business between those 
persons is so arranged, that the 
business done by the resident in 
pursuance Qf his connection with 
the non-resident produces to the 
resident either no profit~:~ or less 
than the ordinary profits which 
might be expected to arise in that 
business, the 'Profits derived there
from or which may ~easonably be 
.deemed to have been derived 
therefrom, shall be chargeable to 
income-tax in the name of the resi
-dent person whQ shall be deemed 
.to be, for all the purposes of this 
Art, the assessee in respect of 
such income-tax. 

(3) Where any profits or 
gains have accrued or arisen to 
any person directly or indirectly 
from the sale in British India by 
him or by any agency or branch 
on his behalf of any merchandise 
e~ported to British India by him 
or any agency or branch on his 
beha1f from any place outside 
British India, the profits or gains 
shnll be deemed to h#lve accrued 
and arisen and to have been 
received in British India, and no 
allowance shall be made under 
!<Ub-sertiou (2) of section 10 in 
r<>spect of any buying or other 
t'Ommission whatsoever not actu
ally paid, or of any other amounts 
not actually !>pent, for the pur
pMe of <>arning sut'h profits or 

. ... 1!·nins. 

NEW. 
person not resident or not ordi
narily resident produces to the 
resident either no profits or less 
than the ordinary profits which 
might be expected to arise in that 
business, the profits derived there
from .or which may reasonably be 
deemed to have been derived 
therefrom, shall be chan-geable to 
income-tax in the name of the 
resident person who shall be 
deemed to be, for all the purposes 
of this Act, ihe assessee in respect 
of such income-tax. 

(3) In the case of a business· 
of which all operations are not 
carr.ied O'Ut in British India, the 
profits and gains of the business 
deemed wnder this section ta ac
crue or arise in British India shalZ 
be only such pro fits and gains as 
are reasonably attributable to that 
part of the operations carried out 
in British India. 
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43. .Ally per.son employed by or on behalf of a person residing 
out of British India,. or having any business 

Agent to include persons connection with such person, or through 
treated as aucb. 

whom such person is in the receipt of any 
income, profits or gains upon whom tb,e Income-tax Officer has caused 
a notice to be sea-ved of his intention of treating him as the agent of 
the non-resident person shall, for all the pul'poses of this Act, be 
deemed to be such agent: 

OLD. 

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

44. Where any business, pro
fession or vocation 

Liability in carried on by a firm 
case of a dm- has been disconti-
continWld ftrm d 
or partnership. nue ' ev€1I'Y person 

who was at the time 
of such disconti1,1uance a member 
of such firm shall be jointly and 

NEw. 
Provid!ed that where. transac

tions are carried on in the ordi
nary course of business through 
a broker in British India in suck 
circumstances that the broker 
does not in respect of such trans
actions deal directly with or on 
behalf of a non-resident principal 
but deals with or through a non
resident broker who is carrying 
on such transactions in the ordi
nary course. of his business ana 
not as a principal such first men-
tioned broker shall not be deemea 
to be an agent under this section 
in respect of such transdctions. 

Provided further that no per
son shall be deemed to be the 
agent Olf a non-resident person. 
unless he has had an opportunity 
of being heard by the IMome-tax 
Officer as to his Iiabiiity. 

44. · Where any business, pro
fession or voca.tion 

Liability" mcarried on by a firm 
case . of a dill- or a-ssociation of per-
continued firm . 
or asaociat~m>. sons has been d~s-

con.tinued, or where 
an Ass8ciation of persons is dis
solved, every person who was al 

NOTES 
Seotion 43.-The first proviso was added by the Assembly 'to make it clear that sueh 

tranaactions ns are mentioned carried on by a broker in the ordinary course of businee& 
should not make the resident broker an agent within the meaning of the section. 

Section 44.-Amenda so as to include eases of business, profession or vot.ation dis
continued by an association of person& as well as a firm and ma.kea members of sueh BD 
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severally liable for the amount of 
tax payable in respect of the in
rome, profits and gains of the 
firm. 

NEw. 
the time of such discontmuance 
or dissolution a partner of such. 
firm or a member of such associa
tion shall, in respect of the m-
come, profits and gams of the 
fi1·m or association, be jomtly and 
sevef'(illy liable to . assessment 
ulnder Chapter IV and for the 
amount of taa; payable and aU 
the provisions of Chapter IV 
shall, so far as may be, apply to 
any such assessment. 

CHAPTER V-A. 
SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF SHIPPING. 

44A. The provisions of this Cl:Jjapter shall, notwithstanding 
. . . anything contained in the other provisions 

l:'w.b•1li~~. 10. tax of ••· of this Act, apply for the purpose o!f the levy 
ca&ona DUlppmg. 

and. recovery of tax in the case of any person 
who resides out of British India and carries on business in British. 
India in any year as the owner or charterer Olf a ship (such, person 
hereinafter in this Chapter being referred to as the principal), unless 
the Income-tax Officer is satisfied th/a!t there is an agent of such prin
dpal from whom the tax will be recoverable in the following yea:t 
under the other provisions of this Act. 

44B. (1) Before the departure from any port in British India 
of any ship in respect of which! the 'Provisions 

gr;;:;,m of PTollta and of this Chapter apply, the master olf the ship 
shall prepare and furnish to the Income-tax 

Officer a return of •thie full amount paid or payable to the principal, 
or to any person on his behlalf, on aecount of .the carriage of all 
passengers, livestock or goods shipped at that port sinee the last 
arrival of the ship thereat. 

(2) On rec<'ipt of the return, the Incon:t<'"tax Officer shall 
asSl'ss the amount referred :to in sub-seetion (1), and for this 'PUrpose 
may call for such a('('()unts or doeuments as he may require, and one
twE>ntil'th of the amount so assessed shall be deemed to be the amount 
of the profits and g-ains a('('rning to the principal on account of the 
l'Rrringe of the passenA't'rs, livestoek and goods shipped at the port. 

(3) When the profits and gains have been assessed as afore
"aid. the Int'ome-tax Offit'l'r shall dt\termine the sum payable as tax 
thl'reon at the ratf for the time being awlit'able to the total inoome 

NOTES. 
~«'iatlon liabltt to R~t'nt on thP firm's or atl!!tOriation's proflta as well as for the ta% 
Jlll1ftl>l• and Is int•nd<'d to • ..,. .... that all pri'l'il- a...,nled bT Chapter IV &ball be 
&l'11ilable to an - a.........t under thia -tioa. · 

14 
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of a company, and such sum shall be payable by the master of the 
ship, and a port-clearance sh11ll not be granted to the ship until the 
Customs-oollector, or oth.er officer dmly authorised .to grant the same 
is satisfied that the tax has been duly paid. ' 

OLD. NEw. 
44-C. Nothing in this Chapter 44-C. Nothing in this Chapter 

shall be deemed to shall be deemed to 
Adjuotmelit. Adjustment. 

prevent a principal prevent a princi'Pal 
from claiming, in any year fol- from claiming, in the year fol
lowing that in which any payment lQwing that in which any payment 
has been made on his behalf has been made on !Jlis behalf 
·under this ChR'!Jter, that an under this Chapter, that an 
assessment be made on his total assessment be made of his total 
income in the previous year, and income in the previous year, and 
that the tax payable on the basis that the tax payable on the basis 
thereof be determined in accord- thlereof be determined in accord
ance with the other provisions of ance with the other provisions of 
this .Act, and, if h:e so claims, any this .Act, and, if he so claims, any 
such payment as aforesaid shall such payment as aforesaid shall 
be treated as a payment in ad- be treated as a payment in ad
vance of the tax and the differ- vance of the tax and the differ
ence between the sum so paid, ence between tbe sum so paid, and 
and the amount of tax found the amount of tax found payable 
payable by him shall be paid by by him shall be 'Paid by him or 
hjim or refunded to him, as the refund~d to him, as the case may 
case may be. be. 

CHAPTER V-B. 
Special Provisions relating to Avoidance· of Liability to Income-tax 

and Super-tax. 
44-D. (l) Where any person has, 

· by means of a trans-
Avoidanee of fer of assets by vir-

• tax by ' 
mcoms· . tue or in consequence 
tran&aetions re· 
suiting m the whereof, either alone 
transfer of in· or in conjunction 
come to per- , . 
oono resident w~th assomatet!, 
or ordinarily operat4orz,s, any • 
resident abroad. come which if it were 
the income of such person would 
be chargeable to income-tax be
comes payable to a person not 

NOTES. 
8eotion8 44.-D ·to 44-.F introduce a new Chapter dealing with a particular type of 

evasion . 
.One of the methods of avoiding the payment of tax without breaking the law is to 

transfer the assets from whie h the income arises to a Company which iB resident outside 
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resident or to a peron resident 
but not ordinarily residemt in Bri
tish India, acquired any rights by 
virtue 0'1" in consequence of which 
he has within the meaning of this 
section power to enjoy such in
come, whether forthwith or in the 
future, that income shall 
whether it would or woUld not 
have been chargeable to income
taa; apart from the provisions of 
this section, be a~emed to be in
come of such first mentionetl 
person for all the purposes of this 
Act. 

(2) Where any person receiv
es or is entitled to receive, whether 
before or after any transfer of 
assets by virtue or in consequence 
whereof either alone or in con
junction with associated opera
tions any income becomes paya,.. 
ble to a person not resident or 
resident but not ordinarily resi
dent in Bri.tish India, any sum 
paid or payable by way of a lo·an 
or repayment of a loan or any 
other sum, being a sum which is 
not paid or payable for full con-

·•sideration in money or money's 
worth, paid or payable otherwise 
than as inco1ne, such income shall, 
trltefher it would or would n.ot 
hat>e been chargeable to income
tax apart from. the provisions of 

NOTES. 
ltritisb India, and then to retoeivt' payments from that Company in a form and in sueh 
t"ir«."umstanl"N' that the amounta f'et'eived from the Company are never in faet repayable 
or rt>pald to it. Th• elf .. t of th..., arran~~emtonta ia that the real owner of tho aosota 
,....eivoo the ini"Ome tMrt>from indl...,.tly and In a .a pita! . form. These reeeipta <AJlnot, 
aa thfl law stands at pi"E'tlE'nt, be tnated as int"'m~ in the 1\ands of the recipient, nor, sinf'8 
t'htt (\\mp&n~ ia a non,J'Mident l'bmpany, f'aD it be BUbjeried to the provisions of aeetion 
!3-A wltirh deala with a ~mpany whirh, to enable ita propriotar to avoid super-tax, fails 
to dl8tribute its intoomt'. 

It Ia tho ohjert of the p""'ent tlauoo to p.._t tho 1ooa of tax through 5Ueb deviees. ' 
It will he ....., tbot tho tint elrod of a deTire of thia kind is that the ineome wllieh in 
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OLD. NEw. 
this section, be deemed to be the
income of the first-mentioned per
son for all the pwrposes o{ this 
Act. 

(3) Sub-sections (1) and (2) 
shall not apply if such first-men,. 
tio~1ed person shows to the satis
faction of the Income-tax Officer· 
either-

( a) that neither the transfer 
nor any associated operation harl 
for its purpose or for one of its 
purposes the avoidance of liabilit![ 
to taxation; or 

(b) that the transfer and ali 
associated operations were! bona 
fide commercial transactions ana 
were not designed for the pur
pose of avoiding liability to 
taxation. 

( 4) For the p1~rposes of this 
section, an 'associated operation" 
means, in relation to any trans
fer, an operatirm of any kina 
effected by any person in relation 
to any of tne assets transferrer! 
or an.y assets representing whe
ther dirrctly or in:iNrectly 011!1 of 
the asset-s tra;nsferred, or to the 
income ari,Ying frotn any such 
assets, or to any assets represent
in_q whe.thPr cTirectl.!f or inifiredly 

NOTES. 
Te~Jity iS tbe income of a person liable to 'PBY income-tax or super-tax or both becomes the
income of a non-re&id.ent person (which tenn, of course, includes a Company) which is 
either not liable or liable for only a smaller amount of tax. By means of the loans the· 
real proprietor continues to have power to enjoy the income from the assets . 

. It is difficult, if. not impossible, to draft a si-mple preventive clause which a skillect 
lawyer cannot evade. The clause has, therc.>fore, been drafted in wide terms and follows 
the wording of seetion 18 of the United Kingdom Finanee Act, 1936. Ita tenn.s are 
very eomprehensivf", anil the net effect intended is tbat wherever ineome whieh Teally 
belonJ!s to a person liable to income-tax and super-tax becomes by niea.na of an artificial 
se.t of transactions the ineome of eome·body liable to pay lees tax oT no tax at all, such 
income can for tax purposes be treated as the income of the peTBon to whom tt :reallf 
belongs.-Objecfs aMl Jle...., ..... 

8eoti0fl, 44-D.-"We have Tevised proposed section 44-D and we have added two new
secti.,ns to t'hat whi<>h the clause proposed to insert in the Aet., 
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the. accumulations of mcorne aris
ing from I1IYI1J such assets. 

( 5) .A person shall, for the 
purposes of this section, be deem
ed to ha·ve power to enjoy income. 
of a person not resident or resi
dent but not ordinarily resident, 
in British India, if-

(a) the income is in fact so 
dealt with by any person as to be 
calculated at some point of tim.e 
amP, whether in the farm of m
come or not, to enur.e, for the bene
fit of the first mentioned person, 
or 

(b) the receipt or accrual of 
the income operates to increase 
the t'alue to such first mentioned 
person of any assets held by him 
or for his benefit, or 

(c) such first mentioned per
son receives or is entitled 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 
associated operations on that in
come and on any assets which re
prnent that income, or 

(d) .•uch first mentioned 1Je.r
·•on htM power by means of the 
exercise of any ptJU•er of appoint
ment or power of ret•acation or 
otherwi.•e to obtain for him.•elf, 
w1u•fher u,jfh or 11.•if1lout fh'e ron-

NOTES. 
The M&llRM made in aeetion «-D l'f'mon t-ertai.D deofecta ha the proviaiona !'f'latinjl 

to EtVIIsiOR of tu: b:r trnnafpr of asaeta. Tranlllera to persona resident iu but not aomieilea 
Ia Britioh India .,.. now ••no~, aad by aub-oeetion (2) enudon by trausfono 1'00111ting bt 
po~nt of income di8pi&E'd in the form of loans. or payma.ts made without adeq11ata 
eo~~old•Ntion, Ia pro'rided for. By au~tion (3) it Ia pro'rided !bat a ti'Onofer moo! be 
untahl1M by any P•TJ>OB& ot .. old....., In onler to -pe the mlaohief of the ~on, ana 
t.ho additioa of a ,... ola...,. In nl>--tion (7) ~larilleo the poolti01l of eompaaieo ln...,.,... 
111tod out.lde but ....o.Ieat Ia Britiah India. 

!IO<tloa «-D ooataina pmvlalona aimil .. to the EDgliab Finaa.., Ari, 1938. 
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sent of a;n;y other person, the be
neficial enjoyment of the im.come, 
or 

(e) such first mentioned per
son is able,, V1?, any manner what
soever and whetlier directly or i~ 
directly, to control the application 
of the income_ 

{6) In determining whether 
a person has power to enjoy in
come within the meaning of this 
section, regard shall be had to the 
substantial result and effect of the 
transfer and any associated opera
tions, andl all benefits which may 
at any time. accrue to such person 
as a result of the transfe.r and any 
associated operations shall be 
taken into accozw-t irrespective of 
the nature or form of the benefits_ 

(7) For th'e purposes of this 
sectio~ 

(a) the exp_ression 'assets' 
incltules property or rights of any 
kind, and the .expression 'trans
fer' in. relation to rights includes 
the creation of those rights; 

(b) the expression 'benefit' 
inc7Aules 'a. payment of any 'kind; 

(c) references to income of 
a p.er_son not resident or of a per
.<nn not ordinan111 resiaent in Bri
ti.oh lnai'a shall, ~hP-re the amount 
of the income of a cnmpam, for 

NOTES. 
The new sections 44-E and 44-F are designed to "Prevent avoidance of tax by what 

nre known as ''bond-wuhing'' transactions, involving ihe manipulation of seeurities so 
that the securities will pass temporarily into the legal ownership of some second person 
who i!1 either not liable at all or liable in a lesser degree to tax, under such conditions that 
the interest on the securities is the income of this second person. A eommon form of the 
proCess is the sale of securities ou.m interest with a simultaneous eontraet to repurchase 
t.hem 6:~:-inteTelrt;. Where fo'reign securities are concerned this second person may be R 

foreigner r-esident abroad entitled to claim exemption from the tax on the interest. More 
often a financial concern in India is utilized whose computation of profits includes the results 
of realizing aeewitiea, ao "that the concern can profitably. offer ''bond-washing" facilities 
to the owner of securities "bearing fixed interest, where the owner himaeU is not Hable to 
taxation on the realization of the aecu~ies.-Select C~ittee Beporl. 
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any year or period has be.em dleem
ed to h(JI/)e been distributed under 
sub-section (1) of section 23-A, in
clude references to so much of 
the income, of the company for 
that year or period as is equal to 
the amount deemed to have been 
distributed to that pe,rson; 

(d) references to assl'ts re,
presenting any assets, income or 
accum;u,latiU~M of ino.ome include 
references to shares in or obliga
tions of any company to which, 
or obligation of any other person 
to whom,, those assets, lthat in
r:ome or tliose accumulations are 
"r have been transfe.rrerl!; 

(e) any body corporate, in
corporated outside British India 
shall be treated as if it were 
re'Sident out of British India whe. 
ther it is so resident or not. 

(8) The provisions of this 
section shall apply for tlie pur
poses of assessment to income.-ta~ 
and super-f~ for the year ending 
on the 31st day of lt!arch, 1940 
and! subsequent years, and shall 
apply, in relation to transfers of 
asselts and associated operations 
whether carried out before or 
after the commencement of the 
b1dlian Income-tax (Amendme.nt) 
Act, 1939. 

(9) Where any per.•on has 
been rhargerfi to tar on an-y income 
deemed to be his under the pro
t'isions of this section. and that 
iru·ome i.~ su-bsequentl-y reoeit•etl 
b.lf him, t~·hrfhe.r as inrome or in 
Oil!/ other form, it shaTl not a,qain 
he deemed to form pari of his ifl
rorlle for the purposl's of this .Acl. 
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44-E. (1) Where the owner 
of any securities (·in 
t"Jvis s·ub-section and! 

Avoidance of • b t · (2) 
tax by cerlhln ~n su -sec wn re-
transactians tD! fer red to as 'the 
securities. owner') agrees to 

sell or transfer those 
securities, and by the same or 
any collateral agreement--

(a) agrees to buy back or re
acquire the sec?trit·ies, or 

(b) acquires an option, which 
he subseque,ntly exercises to buy 
back or re-acquire the securities, 
then, if the result of the transac
tion is that any interest becoming 
payable in respect of the securi
ties is receivable otherwise' than 
by the owner, the interest payable 
as aforesaid shall, whether it 
wo11ld or 1vould not have been 
char,qeable to tax apart from the 
provisions of th.i8 seC'IIion, be 
(leemed for all the purposes of 
this Act to be the income of the 
owner and not to be. the income of 
any othe.r person. · 

(2) ·The references in ·sub
section (1)' to buying back or re
acquiring the sec1trities shall be 
deemed to include references to 
buying or acquiring similar seen
ties, .9o, · however, that where 
similar securities are bought or 
acquired, the owner shall be under 
M greater liability to tax than he 
would have been under if the ori
,qinal securitiels had bun bou_qht 
hark or re-acquirei!J, 

(3) Where any person carry
in.rT on a business wh:ich consist.~ 

NOTES. 
l~ect.f.ott 44~B.-8ea notes· under se~tion 44-D. 
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wholly or partly in deuling in 
securities a.grees to· bWJJ or acquire 
atzy securities, and by the same. or 
any collateral agreement-

(a) agrees to sell back or re
transfer the, securities, or 

(b) acquires an option, which 
/!e subsequently e!llercises to seU 
back or re-transfer the Sle.curities, 
then, if the result of the transac
tion is that any interest becoming 
payable in respe,ct of the securi
ties 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 sus
ta;ine.d in the business. 

( 4) Sub-section ( 3) sha.ll 
have effect, subject to any neces
sary modifications, as if referen
ces to selling back or re.-transfer
ring the securities included refer
ences to selling or transferring 
similar securities. 

( 5) For the purpose of this 
section-

( a) the e!llpression 'interest' 
indudes a dividen~; 

(b) the e!llpre,ssion 'securi
ties' incl"des stocks and shares; 

(c) securities shall be deem
ed to be similar if they entitle 
their holders to the same rights 
against the same persons as to 
capita.! and itderest and the some. 
rrmPdies for the enforcement of 
those rigMs, Mtwithstanding any 
difference in the total nominal 
amo11nts of the respecfit•e secu.ri
tie.• or in t11e form i,. which they 
an• ht>U or the nUJttttPr in tt•hich 
f11P.11 ron be transferred. 
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(6) The Income-faa; Officer 

may by notice in writing require 
any person to furnish him within 
such time as he may direct (not 
being less than twenty-eight 
days), in respect of aU securities. 
of which such person was the· 
owner at any time during the 
period specified in the notice, such 
particulars as he, considers neces
sary for the purposas of this sec
tion and for the purpose of dis
covering whether tax has been 
borne in respect of the interest 
on all those securities; and, if 
that person without reasonable 
excuse fails to comply with the 
notice, he shall be liable to a pe
nalty not exceeding five hundrea 
rupees and to ·a further penalttt 
of the like amount for every day 
after the infliction of such penalt'!f 
during which the failure con
tinues. 

44-F. (1) Any person upon whom 
notice is served b'!f 

Avoida.itee the Income-taa; 0/fi-
of tax by oales • • h . t 
cum dividend. cer requtnng tm o-

furnish a statement 
of particulars relating to any se: 
curities in which, at any time 
duri'Ytg the period specified in the 
notice he has liad any benejiciaf 
interest, and in respect of which, 
within such period, either no in
come was received by him, or the 
income received by him was less 
than the sum to which the income 
would have amounted if the in
come from such securities hd 
accrued from day to day and been· 
apportioned acconPingly, shall,. 
whether an assessment to income
tax or super-tax in respect of his
total income, lias or has nt!t beett 
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mack for the relevant year or 
years of assessment, furnish such 
a statement and tmCh particulars 
in the form and 'Within the time 
(not being less than twenty-eight 
days) required by the notice. 

(2) If it appears to the In
come-tax Officer by re;ference to 
all the, circumstances in relation 
to the securities of any such per
son (including circumstwnces with 
respect to sales, purchases, deal
ings, contracts, arrangements, 
transfers, or any other transac
Pions re.lating to such securities) 
that such person has thereby 
avoided or would avoid more 
than ten per cent. of the amount of 
the income-tax or super- tax for 
any year which would have been 
payable in, his case in respect of 
the income from those securities 
if the income had been deenned to 
accrue from day to day and had 
been apportioned accordingly, 
and the income so deemed to have 
bee.n apportioned to him haJJ been 
treated as part of his total income 
from all sources for the purposes 
of income-tax or super-tax, then 
those securities shall be deemed 
to be securitie.s to which sub-sec
tion ( 3) applies. 

(3) For the purposes of 
assessment to income-tax or 
S'ltper-tax in the case of any such 
person, the income from (Jny se
curities to which tltis sub-section 
applies shall be deemed to accrue 
from day to day, and in the case 
of the, sale or transfer of any such 
.~ecr1rif.ies by or to him shall be 
deemed to hat'e been received as 
and trhen it is deemed to have 
accrued: 
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Prodded that this sectiofl 

shall not apply if such person 
proves to the satisfaction of the 
Income-tax Officer that the avoid
ance of income-tax or super-tax 
was exceptional and not systema
tic and that there was not in his 
case in any of the three preceding 
years any such avoidance of i·n
come-taa: or super-tax, or that the 
provisions of section 44-E have 
been applied in his case in respect 
of such income. 

( 4) If any person fails to 
furnish any statement or particu
lars required under this sect ion, 
or ifthe Income-tax Officer is not 
satisfied with any statement or 
particulars furnishe~ under the 
section, the I ncome-taa; Officer 
may make an estimate of the 
amownt of the income which, under 
the foregoing provisions of this 
section, is to be deemed to form 
pari of the person's total income 
for the purposes of income-tax or 
super-tQx. 

(5) If any person without 
reasonable excuse falls to furnish 
any staterJtent or particulars re
quired under this section, he shal~ 
be liable to a penalty not exceed
ing · fi'l:e hundred rupees, and to a 
further penalty of the like amount 
for every day after the infliction 
of such penalty during which the 
failure continues. 

(6) For the purpose of this 
section the expression 'securities' 
includes stocks and shares. 

CHAPTER VI. 
RECOVERY OF TAX AND PENALTIES. 

45. .A:ny amount speci.fied as 45. .AJJ.y amount specified as 
payable in a notice payable in a notice 

Tax when Tax · when 
ble. of demand under payable. of demand under 

paya sub-sPction ( 4) of sub-section (3) of 
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section 23-.A. or under section 29 
or an order under section 31 or 
section 32 or section 33, shall be 
paid within the time, at the place 
and to .the person mentioned in 
the notice or order, or if a time 
is not so mentioned, then on or 
before the first day ()If the second 
month following the date of the 
service of tbe notice, or order, 
and any assessee failing so to pay 
shall be deemed to be in default, 
provided that, when an assessee 
has 'Presented an appeal under 
section 30 or under section 33-A, 
the Income-tax Officer may in his 
discretion treat the assessee as 
not being in default as long as 
such appeal is undisposed of. 

NEW. 
section 23-A or under section 29 
or an order under section 31 or 
section 32 or section 33, shall be 
paid within tbe time, at the place 
and to the person mentioned in 
the notice or order, or if a time is 
not so mentioned, then on or be
fore the :first day of the second 
month following the date of the 
service o.f ~he notice or order, and 
any assf)ssee failing so to pay 
shall be deemed to be in default, 
provided that, when an assessee 
has 'Presented an · appeal under 
section 30, • • • the Income-tax 
Officer may in his discretion treat 
the assessee as not being in de
fault as long as such appeal is un
disposed of. 

Provided further that where 
an assessee has been assessed in 
respect of income arising outside 
British Ind!ia in a country the 
laws of which prohibit or restrict 
the remittance of money to· Br£
tish India, the Income-tafl! Officer 
shall not treat the assessee as in 
default in respect of that part of 
the t= which is due in respect of 
that amount of his income which 
by reason of such prohibition or 
restriction cannot be brought into 
British India, and shall continue 
to trent the assessee as not in de
fa1dt in re~pect of .~uch part of 
the tax until the prohibition or 
restriction is removed. 

Explanation.-For the pur
poses of this section income shall 

NOTES. 
. S<'t'fi011. 45.-Tho proviao '11118 odded by the A-bly to mitigate the harcWlip whieh 

m~ght oth~nnao bo ••~Mod to an ........ by his being called upon to pay la:J: on incomlt 
wh••h he '" prohibited by tl1e Ia .... of tho country of origin to remit to British India. 

• Tbo o~j .. t of tbo oxplll.lUition is to deem to be remittances wbot are <ailed <Oil· 

atru~~n:e l't"Dnttanr~ •..!J., instMd of bringing it the assessee spends it away m the eounh';r 
of orJgm OD • holiday or ia aome other expenditure or ~-
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be dee.med to have been brought 
into British India if it had been 
utilisetlJ or could have been utilis
ed for the purposes of any ex
penditure actually incurre.d by the 
assessee without British India or 
if the income whether capitalised 
or not has been brought into Bri
tish India in any form. 

46. (1) When an assessee is in default in making a payment 
of income-tax, ih.e Income-tax Officer may in 

Mode and time of reeo· his discretion direct that, in addition to the 
~ d" amount of the arrears, a sum not excee 1ng 

that amoUilii shall be recovered from the assessee by way of penalty. 

(1-A) For the purposes of sub-section (1), the Income-tax 
Officer may direct th1e recovery of any sum less than the amount of 
the arrears and may ·enhance the sum so directed to be recovered from 
time to time in the case of a continuing default, so however that the 
total sum so directed to be recovered shall not exceed the amount of 
the arrears payable. 

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

Provided that without prejudice to any other powers of the 
Collector in this behalf, he shall for the purpose of recovering the 
said amount have in respect of the attachment and sale of debts due 
to th~ assessee the powers which under the Cooe of Civil Prooedure, 
1908, a Civil Court has in respeat of the attachment and sale of debts 
due to a judgment-debtor for the purpose . of the recovery of an 
amount due under a decree.' 

(3) In any area with respect to which-the Commissioner h,as 
directed that any arrears may be recovered by any process enforcea
ble for the recov.ery of an arrear of any municiopal tax or local rate 
imposed under any enactment for the time being in force in any part 
-of the province, the Income-tax Officer may proceed .to recover th.e 
amount due by such process. 

( 4) The Commissioner may direct by what authority any 
powers or duties incident under any such enactment as aforesaid to 
the enforcement of any process tfor the recovery of a municipal tax 
-or local rate sh,all be exercised or performed when that process is 
-employed under sub-section ( 3). 
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( 5) If any assessee is in receii)t of any income chargeable 
under the heoo "Salaries" the Income-tax Officer may require any 
per8on paying the same to deduct from any payment subsequent to 
the date of such requisition any arrears due from such assessee, and 
such person shi!tll comply with any such .requisition, and shall pay the 
sum so deducted to .the credit of the Central Government, or as the 
·Central Board of Revenue directs. 

(6) If the recovoery of income-tax in any area has been en
trusted to a Provincial Government" under section 124 (1) of the 
Government of India .Aot, 1935, the Provincial Government may direct 
with respect to t~t area or any part thereof, that income-tax shall 
be recovered therein with, and as art addition to, any municipal tax or 
local rate, by the same peTson and in the same manner as the muni
cipal tax or local rate is recovered. 

OLD. 
(7) Save in accordance with 

the provisions of sub-section (1) 
·af section 42, no proceedings for 
the reeovery of any sum payable 
under this Act shall be commen
ced after .the expiration of one 
year from the last day of lhe year 
in which any demand is made 
under this Act. 

47. Any sum imposed by way 
of penalty under the 

~overy cf • • f b 
penaltieo. provisiOns o su -

section ( 2) of sec
tion 25, section 28 or sub-sec
tion ( 1) of seO!ion 46, shall be 
r!'roverable in the manner provid
l'd in this Chapter for the reco
wry of arrear of tax. 

NEW. 
(7) Save in accordance with 

the provisions of sub-section (1) 
of section 42 or of the proviso to 
section 45, no proceedings for the 
recovery af any sum payable 
under this Am shall be commen
ced after the expiration of one 
year from th,e last day of the 
fin~MUJial year ~n which any de
mand is made under this .Act. 

47. .Any sum imposed by way 
of penalty under the 

Reeovery of • • f b-
penaltieo. prOVISIOns 0 SU 

section {2) of section 
25, section 28, sub-section ( 6) of 
section 44-E, sub-section (5) of 
section 44-F or sub-section (1) of 
section 46, shall be recoverable in 
th,e manner provided in this 
Chapter for the recovery of arrear 
of tax. 

CH.APTTR Vll. 
REFUNDS, 

48. (1) If a shareholder in a. 
oompany who has 

RefnndL r('('eived anv divi

•48. (1) If any individual 
Hindu undivided 

RefnndL f am il y, com pang, 
dl'lld therefrom satisfies ·the In- local authority, firm or other asso-

NOTES. 
S•rtioo 46 (7) is amended to •-rd with the a<home of the Ad whieh pl'OIIeri.hee the 

ftnandal year as the aasessmeDt year. 
"When Pnrt II of the Indian Inoome-tu (Amendment) Aet (Aet VII of 1939) 

~mt'S into forc.oe, t.he following ameadmenta IU:"e to be made to the seetioa <•• p. 1). 
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come-tax Officer or dther authority 
appointed by the Central Govern
ment in fuis behalf that the rate of 
income-tax applicable to .the pro
fii<s or gains of the company at 
the time of the declaration of such 
dividend is greater than the rate 
applicable ·to his total income of 
the year in which such diividend 
was declared, or thalt his total 
income in such year is below the 
minimum chargeable with income
tax, he shall, on producti:on of thte 
certificate received by him under 
the provisions of seotion 20, be 
entitled to a refund on ~he arnount 
of such dividend (including the 
amount of the tax thereon) cal
culated at the difference be
tween those ra:tes or at th!l) rate 
applicable to the profits and gains 
of the company at the time of the 
declaration of such dividend, as 
the case may be.· 

(2) If a member of a regis
tereld firm or any person who be
ing a minor has been admitted to 
the benefits of partnership in such 
firm, satisfies the Income-4ax Offi
cer or other authority appointed 

NEW. 
ciation of persons, or any part
ner of a firm or member of an 
association individlually satisfies 
the Income-tax Offic8r or other 
authority appointed by the Cen
tral Gove.rnment in this behalf that 
the amount of tax paid by him or 
on his behalf or treated as paid on 
his behalf for any year exceeds 
the amount with which he is pro
perly cha,-geable under this Act 
for that year, he shall be entitlea 
to a refund of any such excess. 

(2) The Appellate Assistant 
Commissioner in the exercise of 
his appellate powers, or the Com
missioner in the exercise of his 
appellate powers or powers of 
revision if satisfied to the like 
effect shall cause a refund to be. 
made by the Income-tax Officer of 
an-y amount found to have been 
wrongly paid or pai~ in excess. 

(3) Where income of one 
person is includea under any pro
t-ision of this Act in the. total in
come of any other person such 
other person only shall be entitlecl 
to a refund under this section in 
respect of such income. 

NOTES. . 
Amendment .A.l1t Secti<>n 91.-I.n auu-secti<>n (2) of seoti<>n 48 of the said .<let, for 

the tt"Mds u The Appellate .dsrifitant Commissi~Yn.er .in.. the ea:,.-cise of his appellatfJ powen 
Of' the Commissi&ner in tl..e exercise of hi.a powt?J"8 of revision" -the 'tiXWds uThe .Appellate 
.dasi8tam.t Comm~r or the Appellate Tribum.al in thfe.· exercise of theitr powera'' sMrt 
be 8Ubstituteif,. 

Seeti<m 48.-8weeping changes are made in section .48 which dealS with refunds of· 
tax on dividends, of tax paid by registered :firms and of tax deducted at source. The section 
in its reference to rates is unnecessarily ·cumbrous; it would no longer apply to regil:rtered 
firms whose partners are to be assessed directly (section 23 (5) ) and it leaves 
the position regarding double income-tax relief in doubt. IIM!tead of the main provisions 
of the section a simple provision has been inserted giving an assesable person (section 3) 
a refund of any excess tax paid by him or on his behalf or treated as so paid over the 
amount with wl1ieh he was properly chargeable. The amended section doee not require
any distinction to be made between British and non-British subjects as their rates of tax 
are dealt with elsewhere [see section 17 (2) }. 

The new sub-section (2) inserted in section 48 as amended by th1s e1ause 
inserts the provisions of section 48-A (2) whieh were incorrectly omitted when the present 
eimplifled section 48 was substituted for the whole of sections 48 and 48-A. It preserves 
the power of the Assistant Commissioner and of the Commissioner to order refunds to bo 
made. The charge made in sub-section (3) of section 48 is a drafting improvement. 
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by the Central Government in 'this 
behalf that the rate of income-tax 
applicable to his total ineome of 
tl~e previous year was less than 
!he rate at which income-tax has 
been levied on the profits or gains 
O'f the firm of that year, or that 
his total income of the previous 
vear was below the minimum 
~~rgeable with income-tax, he 
shall be eU:titled to a refund on 
his share cf those profits or gains 
calculated at the difference be
tween those rates or at the rate 
at which income-tax has been 
lt>vied, as '<he case may be. 

( 3) If tbie owner of a secu
rity from the interest on which, 
or any person from whose salary, 
income-tax has been deducted in 
accordance with the provisions of 
section 18, satisfies the Income
tax Officer cr other authority ap
poi.IJted by the Central Govern
ment in th~s behalif that the rate 
of income-tax applicable to his 
tmal income of the previous year 
was less than the rate at which 
inl'ome-tax has been charged in 
making such deduction in that 
year, or that his total income of 
/tlie previous year was below the 
minimum chargeable with income
tax, he shall be entitled .to a re
fund on the amount of interest or 
l'lllan' from whil'h sueh deduction . 
lltJS ix>l'n made ealeulated at the 
differl'noe betwl'en those rates or 
at the rate at whieh income-tax 
ha~ been deducted, as the case 
may be. 

( 3-.A) Wltl're the shareholder 
r<'ff.'rrl'd to in sub-secticn (1), or 
the member of a registered firm 
or til,\> minor admi'tted to the be
lll'fits of pnrtnership referred to 

10 

NEW. 
( 4) Nothing in th'is se.ction 

shall operate to validate an;y· 
objection or appeal which is 
otherwise invalid or to OJUthorize
the revision of any asse~Ssment 
or other matfe.r which has become
final and conclusive, or the review 
by an;y officer of a decision of his 
own which is subject to appeal or 
revision, or, where any relie;f is 
specifically provided> elsewhere in 
this Act, to entitle any person to
any relief other or greater than 
that relief or to entitle any pe.r
son to claim a refund of tax paya
ble before the commencement of 
the I nrlian I ncome-ta:z; (.A mend
ment) .Act, 1939, which he woul!l 
not be entitled to claim but for 
the passing of that .Act. 
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in sub-section (2) or the owner of 
a security referred to in sub-sec
tion (3) is a person whose income 
is included under the provisions 
of sub-section (3) of section 16 in 
the 'total income of another oper
son, the provisions of sub-sections 
(1), (2) and (3) shall apply as if 
that person were himself the 
person entitled to a relfund under 
tbiose sub-sections. 

(4) For the purposes of this 
sec.'tion, "total income" includes, 
in the case of any person not resi
dent in British India, all income, 
llrofits and gains wherever aris
ing, accruing or received, which, 
if arising, accruing or received 
in British India, would be includ
ed in the computation of iotal in
-come under section 16. 

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

48-A. (1) If in any case not 

General po~ 

wer 1n make 
refunds. 

provided for by sec
tion 48 or by the 
proVIsiOns relating 
to refunds elsewhere 

-contained in this Act the Income
tax Officer is satisfied, upon claim 
made in this behalf, that tax has 
.been paid by or on behalf of any 
person with which he was not 
properly chargeable or which was 
in excess of the amount with 
wh!ich he was 'Properly charge
able, the Income-tax Officer shall 
allow a refund to such person of 

NOTES. 

NEw. 

48-A. Omitted. 

[S. 48 

Seotion 48-A is omitted as the amendment of seetion 48 makes it superduous. 
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the amount so paid or so paid in 
excess. 

(2) The Assistalllt Commis
sioner in the exercise of his ap
pellate powers, or the Commis
sioner in the exercise of his 
appellate powers or powers of re
vision if satisfied .'to the like effect 
sbjall in like manner cause a re
fund to be made by the Income
tax Officer of any amoUIIIt found 
to have been wrongly 'Paid or paid 
in excess.· 

(3) Not!hing in this section 
shall operate to validate any 
<lbjection or appeal which is other
wise invalid or to authorise the 
revision of any assessment or 
<>ther matter w~ch has become 
:final and conclusive, or the re
view by any officer of a decision 
<lf his own which is subject to 
appeal or revision, or where any 
relief is specifically provided else
where in this Act, 'to entitle any 
person to any relief other or 
greater than that relief. 

49. (1) If any person wh.o bas 

Relief in 
respect of 
United King· 
dom income· 
taL 

paid Indian income
tax for any year on 
any part of his in
rome 'Proves to the 
satisfaction of the 
Income-tax Officer 

NEW. 

49. 

Belief in 

( 1) Lf any person wh.o has 
paid by deduction 
under section 18 o,. 
otherwise Indian in
come-tax for any 
year on any part of 

respect of 
United King· 
dom income
taL 

his illK'ome proves 
NOTES. 

Sttolimt 49.-We bav~ removed the two new aub--eeatioua whieh were inserted in aee
tion '9 of tbe Aet by tbis elause, and have reprodueed their eontents in new aeetions ~-B 
an~ ~.(' dealt wi'th in olanse 5' of the Bill. 

A minority of ua desil'('d to omit aeetion 49 from the Aet, and request that the 
Go\'ernor-Geneoral 11 Bllll~tion to. the moving of an ~mendment to thia end, if held to be 
noc .... ry, may be obtained.-8<kc>f Co_,;ttu B•porl. 

S€otWa ~ deals with double inc:ome-taz. relief. The amendments aeeomplish the 
following obj..,ts:-Relief is rt'Otrieted to bolt the Indian rate; the reliat granted to tho 
('ompany is talr.ea into ae('Ount in eomputing the refund admissible to the ahareholder 
under IIE'e'tion 48; and any ex~ rt'liE'f granted to the Company over the relief &dmislible 
to the ahar<·h~lder oan be reoovel'Od from him. 

Th.,.. amemhnenta are dt'Sigued to preveot aoy • ......., getting more relief than he 
U t!ntitlt"CC ro. The oth« amendments in the Mtion are onl1 teehnieal im.provementa oa 
the existing proTiaionL 
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that he has paid United Kingdom 
income-tax for that year in res
pect of the same paljt of his in
come and that the rate at wh;ich 
he was entitleld to, and has ob
tained, relief under the provisions 
of seetion 27 of 'the Finance Act, 
1920, is less than the Indian rate 
of tax charged in respect of that 
part <:jf his income, hiE! shall be en
titled to a refund of a sum cal
culated on ~hat part of his income 
at a rate equal to the difference 
between the Indian rate of tax or 
the appropriate rate of United 
Kingdom income.Jtax, whichever 
is less, and the rate at which hiE! 
was entitled to, and obtained re
lief under that section. 

(2) In sub-section (1)-

NEw. 
to the saitisf action of the Income
tax Officer that he has paid by 
deduction or othe,rwise United 
Kingdom income-tax for the cor
responding year in respect of the 
same part of his income and 'thli t 
the rate at which he was entitled 
to, and has obtained, relief under 
the provisions of section 27 of the 
Finance Act, 1920, is less than the 
Indian rate of tax chargeld in res
pect of thjat part of his income, 
he shall be entitled to a refund of 
a stun calculated on thalt part of 
his income at a rate equal to the 
difference between the Indian 
rate of tax or the a'Ppropriate 
rate of Uni/ted Kingdom income
tax, whichever is less, and the rate 
at whichi he was entitled to, and 
obtaineld reliejf under that section. 

Provided that in no case shall 
the rate at which such refund is 
calculated excee.il half the Indian 
rate of tax appropiate to the in
come of the person entitled te> 
relief;. 

(a) the ex'Pression "Indian income-tax" means income-ta.x 
and supe·r-tax charged in accordance with thill provisions of this Act; .. 

(b) the expression "Indian (b) .the expression "Indian· 
rate of tax" means Jibe amount of 1·ate of tax" means the amount 
the Indian income-tax divided by of India'n income-tax exclusive of 
the income on which it was super-tax after deduction of any 
charged; relief dlue to a claimant under the. 

other provisions of this .Act but 
before deduction of any relief due 
to him under this section, divid
ed by his total income. after de
ductilltg therefrom any income 
(including income from a share 
in an wnregistered firm) exempt
ew from tax by or under the pro-
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visions of this Act, added to the 
amownt of Indian super-tax be
fore deduction of any relief due 
to the-claimant wnder this section 
divided by his total income; 

(c) the expression "United Kingdom inco171e-tax" means in
-come-tax and super-tax chargeable in accordance with the provisions 
(If the In-come-tax .Acts. 

(d) the expression "appropriate rate Qf United Kingdom 
income-tax" has th,a meaning assigned to that expression in section 
27 of the Finance .Act, 1920, as amended by the Finance .Act, 1927. 

49-A. (1) The Central Govern

Relief in 
respect of 
Indian State 
and Dominion 
incom~-tu. 

ment may, by noti
fication in the Offi
cial Gaeette, make 
provision for the 
granting of relief in 
respect of income 

on which has been paid both in
come-tax (including super-tax) 
under this Act and Dominion 
income-tax. 

(2) For the purposes of this 
section "Dominion income-tax" 
means any income-faa; or super
tax charged under any law in 
force in any I-ndian Stat8 or in any 
part of His Majesty's Dominions 
( othe.r titan the United Kingdom) 
where the laws of that State or 
part provide for relief in respect 
of tax charged on income both in 
that State or pari and in British 
l11dia which appears to the Cen
tra-l Boar!/J of Revenue to corres
pond to the relief which may be 
_qrat~ted by this sectiOfl. 

NOTES. 

The now -lion .,.A prol'ideo for the possibility ot tho grant ot relief for double 
iD<"ome-ta.:s: pa1mt'nta ia. f'el'tain eaaee to whi~h s~tion '9 does aot apply. Set!ti.ona f9-B, 
49·C IE>produee in a more appropriat~ plaee ud form the pronsiOD& COD..tained iD. b-
-tiono (!) aad (3) ot ... uua 49 ot the Aot u it wu ,..,....t b7 the BilL 

511 
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49-B. Where a shareholder has 

Payment of 
income-tax by 
eompauy to be 
deemed pay
ment by share
holder. 

received a dividerul 
from a company 
which has paid! in
come-taa; imposed Vn: 
British India or else
where, he shall be 

deemed, in respect of such divi
dend, himself to· have paid the 
income-tax ( e.1:clusive of su;per
taa;) paid by the company on so 
much of the divid!end as bears to 
the whole the same proportion atr 
the amount of income om, which 
the company has paid such in
come-tax bears to the, whole 
income of the company. 

49-C. (1) Where a shareholder 

Relief grant
ed to a com· 
pany to be 
deemed re
lief granted 
to eha;rehold-
or. 

has received a divi
dend from a com
pany which has ob
tained the relief re
ferre.i!J to in section 
49 or granted under 
section 49-.A or under 

the India and Burma (Income-tax 
Relief)- Order, 1936, he shall be 
deemed in respect of such divi
dend himself to have obtained 
such relief at the rate at which 
such relief has be.en grantew, in 
respept of income-tax only, to the 
company for the financial year 
preceding the year in which the 
dividend ·was paid. 

(2) If the. rate at which a 
shareholder is deemed under sub
section (1) to have obtained relief 
exce.eds the rate at which he 
woulcfi have been entitled to relief 
had such relief been give.n direct 
to him by or under the said sec
tions . or Order, any ex_cess shall 
be recovered from him e.ither as 
an addition to the tax payable by 
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49-A. Where under any of the 
Power to provisions af this 

oet ott amount Act, refund is found 
o( refund" 
against tax to be due to any 
remaie 1 a g person, the Income
pa:rnbie. tax Officer, A.ssist
ant Commissioner or Commis
sioner, as the case may be, may, 
in lieu of payment of the refund, 
set off the amount to be refund
ed, or any part of that amount 
again~! the tax, if any, remain
ing payable by tl10 person to 
whom the refund is due. 

NEw. 
kim o~ any assessment made on 
him wnder section 23 or section 
34 or by setting it off against any 
re&ie.f due to him 'U'Itlkr section 
48. 

49-D. If any person who has 
Relief in 

re&pect of tax 
charged in 
eouutry not 
providing for 
relief in res
pect of Bri
tish Indian 
income·tax. 

paid by d~duction 
or otherwise Indian 
'ihicome-trv.r; fo·r o;ny 
year in respect of 
any income arising 
without British 
1n®a in a country 
the laws of which do 

not provide for any relief in re.s
pect of income-tax charged in 
British India proves that he has 
paidJ income.-tn by deduction or 
otherwise wnder the laws of the 
said cowntry in respect of the 
same income, he shall be entitleil 
to the. deduction from the Indian 
income.-tax payable of a sum 
equal to one-half of suck Indian 
income-tax or to one-half of such 
tax payable in the said country, 
whichever is the less. 

49-E. Where under any of the 

Power to 
set off amount 
of refun~• 
agains't ta:'l: 
remaining 
payable. 

prOVISIOnS of th,is 
Act, a · ·refund is 
found to be due to 
any person, the In
come-tax Officer. 
.AppeUate Assistant 

Commissionlllr or Commissioner. 
as ~he case may be, may, in lieu 
of payment of the refund, set off 
the amount to be refunded, or 
any part af that amount against 
the tax, if any, remaining paya
ble by 'the person to whom the re
fund is due. 

NOTES . 
• ~tTI;o• 49·D.-This ....,tion ...,.. m-l1!d by the A....,bly and attorda relief in -

wh•re Double lnOOlll .. ta:a: ... uet io not gi""" in reoped; of British Indian Ineome-tu--the 
1'\'liof to the a.-- is one-balf of the Indian or foreigll ieeom,..tu poid whiebefv is 1-. 
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49-B. Where through death, in

capacity, bankrupt-
Power of re- cy, liquidation or 

presentation of other cause, a 'Per
·deceased person son who would but 
or person dis-
abled to make for such cause have 
claim on Ms been entitled to a 
behalf. refund under any 

of the provisions of 
this Act, or to make a claim under 
section 48 or 48-A or 49, is unable 
i<i receive such refund: or to make 
1luch claim, his executor, adminis
trator or other legal representa
tive, or the trustee or receiver, as 
the ca_se may be, shall be entitled 
io receive such refund or to make 
.such claim for the benefit of such 
person or his estate. 

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

Limitation thjis Chapter shall 
"'f claims for be allowed unless it 
Tefund. '. . 

is made Within one 
year from the last day of the 
year in which the tax was reco
vered or before the last day of 
the financial year co=encing 
atfter ·the expiry of the previous 
year, as defined in clause (11) of 
section 2, in wlllich the income 
arose on which the tax was reco
vered, whichever period may 
·expire later: 

NEw. 
49-F. Where through death, 

incapacity, bank-
Power of re- ru'Ptcy, liquidation 

presentation of or other cause, a 
deceased person person who would 
or person W. 
abled to make but for such cause 
claim on hio have been entitled 
behalf. to a refund under 

any of the provi
sions of thjis Act, or to make a 
claim under section 48 • • • or 49, 
is unable to receive such refund 
or to make such claim, his execut
or, administrator or other legal 
representative, or the trustee or 
receiver, as the case may be, shall 
be entitled to receive such refund 
or to make such claim for the 
benefit of such person or his 
estate. 

50. No claim to any red'und of 
income-tax or super

Limitation tax under thjis Chap
of claims for ter shall be allowed, 
refund. 

unless it is made 
in four years from the last 
day o( the financial year commen
cing next afte,r the expiry of the 
previous. year in which the, income 
arose, accrued or was received or 
was deemed to have arisen, ac'
cruetl or been received or was 
brought .into British Indlia: 

Prov.itfied that where the ell/lim 
is to a refund of income-tax or 
super-tax paid prior to the com
mencement of the Indian Income
tax (Amendment) Act, 1939, the 
claim shall not be allowed unless 
it is made within one year from 
thP, last day of the. year in which 

NOTES. 
Section 50 p1·escribes a period of limitation for e1aims to refunds. The period ia 

-extended from one year to four years in accordance with a similar extension in other 
fieetions · (Sections 34 and 35). 
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Provided that a claim to re
fund under section 49 may be 
admitted after the peiiod of limi
tation herein prescribed,· when 
the applicant satisfies the Com
missioner, or an .Assistant Com
missioner of Income-tax specially 
empowered in this behalf by the 
Central Board of Revenue, that 
l1e had sufficient .cause for not 
making the claim Within such 
period. 

50A. (1) .Any person objecting 
to a refusal of an 

A. p P • a I Income-tax Officer 
'Bganast refu- • 
sal of refund. to allow a claun to 

a refund under sec
iion 48 or 48.A or 49 or to the 
:Hmount of the refund made in 
any sueh case, may appeal to the 
.Assistant Commissioner. 

(2) The a'Ppeal shall be pre
spnted within thirty days of the 
d11te on which the refusal of the 
refund or the amount of 1he re
fund allowed was communieated 
to thl.' appPllant. 

(3) The appeal shall be made 
in the preserihed form and shall 
ll<' verified in the prescribed 
m111mer. 

(4) The Assistant Commis
~ioner may, after giving the ap
pt>llant an opportunity of !wing 

NEW. 
the tax was recovered or before 
the last da;y of the finmncial year 
commencing after the expiry of 
the previous year as defined in 
clause (11) of section 2 in which 
the income arose on which the tax 
was recovered, whichever period 
may expire later: 

Provided further that a claim 
to refund under section 49 of tax 
paid prior to the commencement 
of the Indian Income-tax (Amend
ment) Act, 1939, may be admitted 
after the period of limitation 
herein prescribed, when the appli
cant satisfies the Commissioner, 
or an .Assistant Commissioner of 
Income-tax specially empowered 
in this behalf by the Central 
Board of Revenue, that he had 
sufficient cause for not making 
the claim within such period. 

50A. Omitted. 

S<'Ctioa 50-.f. The omisaioa ot Bt'<tion 50-A foil.,.. the ammdmaot of ..t;.., so. 
17 
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heard, pass such orders as he 
thinks fit. 

NEW. 

CHAPTER VIII. 
OFFENCES AND PENALTIES. 

Failure to make pay-
ments or deliver returns or 51. If a person fails without reasonable 
s~tements or allow inspee. cause or excuse-
tion. 

(a) ·to deduct and opay any tax as required by section 18 or
under sub-section ( 5) of section 46; 

'(b) to furnish a certificate require~ by sub-section (9) of 
section 18 or by section 20 to be furnished; 

(c) to furnish in due time (c) to furnish in due time 
any of the returns mentioned in any o!f the returns mentioned iu 
section 19-A, section 20-A, section section 19-A, section 20-A, section 
21, section 22, or section 38; 21, sub-section (2) of section 22, 

or section 38 ; 
(d) to produce, or cause to be produced, on ·or before the date

mentioned in any notice under sub-section ( 4) of section 22, such 
accounts and documents as are referred to in the notice; 

(e) to grant inspection or allow copies to be taken in accord
ance with the provisions of section 39; 
he shall, on conviction before a Magistrate, be punishable with fin~ 
which may extend to ten rupees for every day during which the
default continues. 

52. If a operson makes a state
meiJit in a verifica

False state- tion mentioned in 
ment in decla- . 
ration. section 19-A or sec-

tion 20-A or section 
22 or sub-section ( 2) of section 
26-A or sub-section (3) of section 
30, or sub-section(2)of section 32, 
or sub-section (2) of section 33-A, 
or sub-sedtion ( 3) of section 50-A, 
which is false, and which he either 
knows or believes to be false, or 
does not believe to be true, he 

52 .. llf n person makes a state
ment in a verifica
tion mentioned in 

False eta ie-
ment in deela- section 19-A' or-
ration. section 20-A o,r 

section 21 or section 
22' or sub-section (2) of section 
26-A or·sub-section (3) of section 
30, or sub-see.tion ( 2) of section 
32 • • • which is false, and which 
he either k-nows or believes to be· 
false, or does not believe to be 
true, he shall be punishable, on 

NOTES. 
Section 51.-The alteration haa the effect of removing the penalty otherwise im

posable on failure to oomply with the general notice issued under snb-eeofion (1) of' 
section 22 of the Act. 

Section 52.-We have omitted the second sub-clause of this clause, thereby remotring 
from section 52 of the Act the words "without prejudice to any other penalty to which he
may be .liable under the Indian Penal Code", which tllei Bill p~ to insert.· 
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shall be deemed to have commit
ted the offence described in sec
tion 177 of the Indian Penal Code. 

53. ( 1) A person shall not be 

P ti 
proceeded against 

roaeeu on 
to be at in· for an offence under 
otanee of .AsoiJI. section 51 ·or section 
tant CommiB· 52 t t h . llioner. excep a t e 111-

stance of' the Assis
tant Commissioner. 

(2) The Assistant Commis
sioner may stay any such 
proceeding or compound any such 
offence. 

NEw. 
conviction before a Magistrate, 
with simple imprisonment which 
may extentf, to six months, or with 
fine which may extend to one 
thousO!Ybd rupees, or with both. 

53. (1) A person shall not be 
Prosecution <proceeded against 

to be at Jn· for an offence under 
stance of AsslS- • 
tant CommiB· section 51 or sechon 
oioner. 52 except at the in

stance of :the Inspecting Assistant 
Commissioner. 

(2) The Inspecting Assistant 
Commissioner may either before 
or after the institution of pro
ceedings compound any suck 
offence. 

54. (1) All particulars contained in any statement made, re· 

Disclosure of informn~ 
tlon by a public servant. 

turn furnished or accounts or documents pro
duced under the provisions of this Act, or in 
any evid:ence given, or affidavit or deposition 
made, in the course of any <proceeding! under 

this Act other than proceedings under this Chapter, or in any record 
of any assessment proceeding, or any proceeding relating to the 
recovery of a demand, prepared for the pur<peses <lf this Act, shall be 
treated as confidential, and notwithstanding anything contained in 
the Indian Evidence Act, 1872, no Court shall, save as provided in 
this Act, be entitled to require any public servant to produce before 
it any such return, accounts, documents or record or any part of any 
such record, or to give e'·ideuce before it in respect thereof. 

s~tioK 53.-Tbc change made baa Ute effeet of removing from section 53 (2) ot 
the Aot the T»ferenoo to stay of pr._edi- and a.t the oame time, while leaving .f4> tbe 
AMis.tu.nt Commission<'r tl1e power to compound offences, requires the leave of the Court to 
any composition Jllll.de after an ofiL>.nce has come before the Court. 

The Asst>mbly hBB deletOO. from the Bill the provision requiring leave of oourt to
eompound after the od'enee has eome b~fore the eourt. 

S~Oft 54 forbids tli8C."losure of information contained in ineome.tax proceed.i.ngs. 
Certain s~lf·c.-xplanatory clauses are added to the e:rlsti.D.g clause& whieh permit aueh 
dia<"losure. 

The alterations made in the elause have the effect · ot eonverting the three provisos 
to aub-a~tion (2) of ~tion 54 of the Aet into separe.te aub-seetiona, a form w.hieh we 
consider more appropriate in vit>w of tbeir t'ontt'nta. ·We have also added further matters 
to tlL& lL-¢ of th08e Pn-mptl;>d from the ban on ms...Josure. Theee matters are eontaiDed 
in thP. Dl'w t'l&U$(11 (sf), dealing with suite in Civil Courts, dause {/), dealing with the audit 
om.,..., cli\W!e (k), and clalllle (I) wbi<h makes epeeifio provisi<m allowing tbe ~ 
,......,....,. for -blishing tbat a pen1011. ia qualilied to be an eleetor, to be disclooed to a 
Beturni.ug Ollioer,-.S.I...C C-ittH B<'porf. 
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(2) If a· public servant discloses any particulars contained 
in any such statement, return, accounts, documents, evidence, affidavit, 
deposition or record, he shall be 'Punishable with imprisonment which 
may ext~nd to six months, and shall also be liable to fine: 

OLD. 
Provided that nothing in the 

section shall apply to the disclo
sure-

NEW. 
( 3) • • Nothing in the section 

shall apply to the disclosure-

(a) of any such particulars for the purposes of a prosecutio,n 
under the Indian Penal Code in respec,t of any such statement, return, 
accounts, documents, evidence, affidavit or deposition, or for the pur
poses of a prosecution under this Act, or 

(b) of any such particulars to any person acting in the execu
tion of this ~\ct where it is necessary to disclose the same to him 
for the purposes of this Act, or 

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

(d) of any such particulars 
to a Civil Court in any suit 1o 
which Gove<rnment is a party, 
which relates to any matter aris
ing out of any proceeding und-er 
this Act, or 

(e) of any such pa1·timtlars 
to the Auditor-General of India 
for the ·purpose of enabling him 
to discharge. his functions under 
.~et;t{on 144 of the Govi!Jrnme.nt of 
India A_ct, 1935, or 

(f) ·of any such particulars to 
any officer appointed by the Audi
tor-General of India or the Cen
tral Board of Revenue to audit 
income-tax receipts or refunds, 
or 

(g) of any such particulars, 
relf'Vant to any inquiry into the 
condl!tct of an official of the In
come-tax . Department, . to any 
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( cc) of any such particulars 
occasioned by the lawful exercise 
by a public servant of his powers 
under the Indian Stamp Act, 1899, 
to impotmd an insufficiently stamp
('d document, or 

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

NEW. 
persons appointed Commissioners 
under the Public Servants (Inqui
ries) Act, 1850, or to an officer 
otherwise appoint6d to hold such 
inquiry, or to a Public Service 
Commission established under the 
Government of India Act, 1935, 
when exercising its functions in 
relation to· any matter arising out 
of any such inquiry, or; 

(hl) of any such particulars 
occasioned by the lawful exercise 
by a public servant of his powers 
under the Indian Stamp Act, 1899, 
to impound an insufficiently 
stamped! document, or 

( i) of such facts, to an 
authorized officer of the United 
Kingdom, or of any Indian State 
or any part of His Majesty's 
Dominions which has entered into 
an agreement with British India 
for the granting of double taxa
tion relief, as may be necessary 
for the purpose of enabling suc16 
relief or a refwnd under section 
49 of this Act to be given, or 

(j) of such facts, to afl 
officer of a Provincial Govern
m'ent, as may be necessary for the 
purpose of enabling that Govern
ment to levy or realise any tax 
imposed by it on agricultuf'al 
income, or 

(k) of such facts to any 
authority exercising powers tmder 
tli.e Sea C11sfoms Act, 1878, or any 
Act of the Central Legislature 
imposing a d~tfy of excise as may 
bt! flt'l'e.•sary for enabling it tl'llly 
to exercise sul'h powers, or 
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Provided further that noth~ng 
in this section shall apply to the 
production by a public servant 
before a Court of any document, 
declaration of affidavit filed, or 
the record of any statement or de
position made in a proceeding 
under section 26-A, or to the giv
ing of .evidence by a public ser
vant in respect thereof. 

Provided further thJat no pro
secution shall be instituted under 
this section except with the pre
vious sanction of the Commis
sioner. 

NEW. 

( l) of such facts, to a Re
turning Officer, as may be neces
sary to establish whether a person 
is or is not entitle.d to be entered 
on an electoral roll; or 

(m) so much of such parti
culars, to the appropriate autho
rity, as ma;y be necessary to esta
blish, whether a person has or 
has nat been assessed to income
tax in any particular year or 
years, where under the provisions 
of any law far the time being in 
force such fact is required to be 
established; 

( 4) Nothing in this section 
shall apply to the production by a 
public servant before a Court of 
any document, declaration or affi
davit filed, or the record of any 
statement or deposition made in a 
proceeding under. section 25-A or 
section 26-A, or to th.e giving of 
evidence by a public servant in 
respect thereof. · 

(5) No prosecution shall be 
instituted under this section ex
cept with the previous sanction of 
the Commissioner. 

CH~PTER. IX. 

55. In addition to the income
tax charged for any 

su;!.~:!:_ of year, there shall be 
charged, levied and 

paid for that year in respect of 
the total income of tb,e previous 

55. In addition to the income
tax charged for any 

Charge of year, there shall be 
super-tax. charged, levied and 

paid for that year in respect of 
the total income of the previous 

NOTES. 
Section 55 amends the super-tax charging section, by exempting a member of an 

·association of p&rsons from super-tax where the income of the. association baa been assessed 
to super-tax. It also takes out of the exemption given to partners of unregistered firms 
the ease (Section 23 (5) (b)) of an unregiotered firm asoessed as a registered firm. 
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year of any individual, Hindu un
divided :family, company, unregis
tered firm or other association of 
individuals, not being a register
ed firm, an additional duty of 
income-tax (in this Act referred 
to as super-tax) at the rate or 
rates laid down for that year by 
.Act of the Central Legislature; 

Provided that, where the pro
fits and gains of an unregistered 
firm have been assessed to super-· 
tax, super-tax shall not be paya
ble by an individual having a 
share in the firm in respect of the 
amount of such profits and gains 
whi<'h is proportionate to his 
share. 

56. Subject to tlte provisions 
of this Chapter, the 

Total inoom• total income of an"\"' 
tor purpooee of individual, Hindu 
auper-tu. undivided family, 

company, unregis
tered firm or other association of 
individuals shall, for the purpost>s 
of super-ta..'t, be the total income 
as assessed for the purposes of in
t'ome-ta.'t, and where an assPss
ment of total income has become 

NEw. 
year of any individual, Hindu un
divided .family, company, local 
authority, unregiste.,-ed firm or 
other association of persons, not 
being a registered firm, or the 
partners of the firm or members 
of the association individually, an 
additional duty of income-tax (in 
this Act referred to as super-tax) 
at the rate or rates laid down for 
that year by Act of the Central 
Legislature : 

Provided that where under 
the provisions of clause(b)of sub
section (5) of section 23 an un-
registered firm has been assessed 
in the manner applicable to a re
giste.red firm, super-taa; shall be 

· payable by each partner of the 
firm individually on his share in 
the income, pro fits and gains of 
the firm and not by the firm it
self: 

Provided /urther that, wh.ere 
the profits and gains of an unre
gistered :firm or other association 
of persons not be.ing a company 
have been assessed to super-tax, 
super-tax shall not be payable by 
a partner of the firm or a mem
ber of the association, as the case 
may be, in respect of the amount 
of Sll<'IIJ profits and gains which is 
proportionate to his share. 

56. Subject to the provisions 
of this Chapter, the 

Total in<ome tutat income of any 
for purpooee of individual, Hindu 
auper·ta.x. uncih ided famil v •• 

company, l o c a l 
authority, unregiskrcd firm or 
other association of perscms shall, 
for the purposes of super-tax, be 
the total int>ome as assessed for 
the purposes of int>ome-tax, and 
where an assessment of total in-
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final and conclusive for the purpo
ses of income-tax for any year, ilie 
assessment shall also be final and 
conclusive for the purposes of 
super-tax for the same year. 

57. (1} In the case of any 
pers<m residing o~t 
of British India who 
is a member of a 
registered firm, and 

Non-Tesident 
partners and 
shareholders. 

whose share of the 
profits from such firm is liable to 
super-tax, the remaining mem
bers of such firm who are resident 
in British India shall be jointly 
and severally liable to pay the 
super-tax due from the non-resi
dent member in respect of such 
share. 

(2) Where any person pays 
any tax under the provisions of 
this section on acrount of anothPr 
person who is rc·siding- out of 
British India, credit shall be 1:\'iven 
therefor in determining the 
amount of the tax to be payable 
by any' agent of such non-resident 
person under the provisions of 
sections 42 and 43. 

58. (1) .A.ll the provisions 
of this .A.ct, relating 

Appli cation t tl h of Aet to o le c arge, as-
super-tax. sessment, collection 

and recovery of in
come-tax except those contained 
in se(ltion 3, the proviso to sub
section (1) of section 7, the second 

. and third provisos to section 8, 
sub-section (2) of section 14, and 
sections 15, 17, 19, 20, 21, 48, 58-T<' 
and .sub-sections (2) and (3) of 

NEW. 

come has become final and conclu
sive for the purposes of income
tax for any year, the assessment 
shall also be :Iilla! and conclusive 
for the purposes of super-tax for 
the same year. 

57. Omitted. 

58. - ( 1) .A.ll the provisions 
· of this Act, relatinll," 

Appli ea tion to the charge as-
of Act to '· 
suP.,..:tax. sessment, collection 

and rPcovery of in
come-tax. except those contained 
in section 3, the second proviso to 
sub-section (1) of section 7, the 
second and third provisos to sec
tion 8, sub-section (2) of section 
14, and sections 15, • • • 19: and 
20, and the first proviso to sub-

NOTES. 
Section 57 makes the resident partners of a firm responsible for the super.tax on a 

non-resident's share of profits. The amended seetion 23 (5) (a) umkE<! thls eeetion 
superfluous and it is therefore omitted. 

Seotioft 58 makes consequential ameildments which deal with th~ application of the 
provisiOI18 of the Aot bo super·tax:. ' 
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section 58-G shall apply, so far as 
may be, to the charge, assessment, 
collection and I'E'covPry of super
tax. 

(2) Save as provided in sub
section (3-A), (3-B), (3-C) and 
(3-D) of section 18, section 57 
and section 58-H super-tax shall 
be payable by thP assessee direct. 

NEW. 
section (1) of section 41 and sec
tion • • 58-F and .sub-section (2) 
of section 58-G shall apply, so far 
as may be, to the charge, assess
ment; collection and recovery of 
super-tax. 

(2) Save as pruvided in sub
sections (2), (2-A), (2-B), (3-B), 
(3-C), (3-D) and (3-E) of section 
18, • • • and section 58-H super
tax shall be payable by the asses
see direct. 

CHAPTER IX-.A. 

SPECIAL PIWVISIONS RELATING TO CERTAIN CLASSES OF PROVIDENT FuNDS. 

Definitiontr. 
58-A. In this Chapter, unless there is 

anything repugnant in the subject or context,-

( a) a "recognised provident fund" means a provident fund 
which has been and continues to be recognised by thP Commissioner, 
hr accordance with the pravisl.ons of this Chapter; 

(b) an "employer" means-

(i) a Hindu undivided family, 
company, firm or other associa
tion of individuals or persons, or 

( ii) an individual engaged in 
a business, profession or vocation 
whereof the profits and gains are 
aSllPssable to income-tax under 
I!'Pction 10 or section 11, 

maintaining a provident fund for 
thP b!'nefit of his or its employees; 

(i) a Hindu undivided family, 
company, firm or other associa
tion of • • • persons, or 

( ii) an individual engaged in 
a business, profession or vocation 
whereof the profits and gains are 
assessable to income-tax under 
seetion 10 • • •, 

maintaining a prondent fund 
for the benefit of his or its em
ployees; 

(c) an "employee" m!'ans an employee parti<'ipnting in a pro
vident fund, hut do{'s not in<'lude a personal or domestic. servant; 

(d) a "eont.ribution ''means any sum credited by or on behalf 
of any employee out nf his salary, or by an employer out of his own 
monies, to the individual ll.l'eount of an PmployeE', but dnPs not include 
11ny sum <'!'edited as intei'Pst; 

(e) the "halan<'e to the eredit" of an employee means tl1e total 
amount to tl1P en>dit of his iudh·idual account in a provident fund at 
nuy time; 

18 
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(f) the ''annual accretion'' to the balance to the credit of an 
employee means the increase to such balance in any year, arising irom 
<!ontributions and interest; 

(g) the "accumulated balance due" to an employee means the 
l1alance to his creilit, or such portion thereof as may be claimable by 
],im under the regulations of the fund, on the day he ceases to be an 
employee of the employer maintaining the fund; and 

(h) the "regulations of a fund" means the special body of 
regulations governing the cnnstitution and administration of a parti
<!ular provident fund. 

58-B. (1) The Commissioner of Income-tax may accord recogni-
. . tion to any provident fund which, in his opinion, 

The according ~d w•th· satisfies the conditions prescribed in section 
drawaJ of recogmtion. ,.. 

<J8-C and the rules made thereunder, and may, 
ut any time, withdraw such recognition if, in his opinion, ,the pro
vident fund contravenes any of those conditions. 

OLD. 

(2) The Central Government 
may, at its discretion direet the 
Commissioner of Income-tax to 
refuse ~o accord recognition to 
any provident fund, or may, at any 
time, withdraw recog-nition from 
any recognised provident fund. 

(3) An order according recog
nition shall take effect 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. 

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

(5) An employer objecting to 
an order of the Commissioner 
refusing to recog-nise a provident 
fund may appeal, within sixty 

Omitted. 

(2) An order according recog
nition ·shall take effect on such 
date as the CommiRsioner may fix 
in accord!lnce with any rule!( the 
Central Board of Revenue may 
make in this behalf, such date not 
beil}g_ later than the last day of 
the financial year in which the 
order is made. 

(3) An order withdrawing 
recog-nition shall take effect from 
the day on which it is made. 

( 4) An employer objecting to 
an order of the Commissioner re
fusing- to recognise or an order 
with-drawing rer-ognition from a 

NOTES. 
Bub-aeetion (2) of Si,!('.tion s.s.B whieh gave power to the- Central Gove:nunent to 

refuse recognition to o~ withdraw recognition from a pr.oviden.t fund, is omitted. 
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days of such order, to the C.entral provident fund may appeal, within 
Board of Revenue. sixty days of such order, to the 

Central Board of Revenue. 
The appeal shall be in the form and shall be verffied in the 

manner prescribed by the Central Board of Revenue. 
58-C. (1) In order that a provident fund may receive and retain 

Conditions to be satis· recognition, it shall satisfy the conditions set 
lied by a recognised pro- out below and any other conditions which the 
vident fund. Central Government may, by rule, prescribe-

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

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

(c) Subject to the provisions of section 58-D, the contributions 
of an employer to the individual account of an employee in any year 
shall not exceed the amount of the contributions of. the employee.J..t:L 
that year, and shall be credited to the employee's individual account 
.nt intervals not exceeding one year. • 

(d) The fund shall consist of contributions as above specified, 
{If accumulations thereof, and of interest (simple and compound), 
eredited in respect of such contributions and accumulations, and of 
'*'.Curities purchased therewith, and of no other snms. · 

(e) The fund shall be vested in two or more trustees or in the 
()ffieial Trustee under a trust which shall not be revocable save with 
the consent of b.Il the beueficiaries. 

(f) The employer shall not be entitled to recover any sum what
~OtWl'r from the fnnd, save iu cases where the employee is dismissed 
for miscondut•t or voluntarily leaves his employment otherwise than on 
<ltiCount of ill-health or otht>r unavoidable cause before the expiration 
of the term of service spe<'ified in this behalf in the regulatiOI!ls of 
the fund. 

In sud1 eases the recoveries made by the employer shall be 
limited to tl1e contributions made by him to the individual account of 
tl1e employee, and to interest (simple and compound) credited in res
}ll'd of sueh euntributions and accumulations thereof, in aecordanee 
with the rPgulations of the fw1d. 

(g) The accwnulated balance due to an employee shill! be pay
nble on the day he ceases to be an employee of the emplooyer main
tnining the fund. 

(h) Save as provided in clause (g), or in accordance "l'ith such 
~onditious and rt>strictions as the Central Government may, by rules. 
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prescribe, no portion of the balance to the credit of an employee shall 
be payable to him. · 

(2) Where there ·is a repugnance between any regnlation of a 
recognised provident fund and any provision of this Chapter or of 
the rules made thereunder, the regulation shall, to th.e extent of 
the repugnance, be of no effect. 

The Commissioner may, at any time, require that such repugn
ance shall be removed from the regnlations of the fund. 

58-D. Subject to any rules which the Central Government may 
Power to relax res· make in this behalf, the Commissioner may, in 

trietion of employer's eon· respect of any particular fund, relax the pro
tributions in certain eases. visions of condition (c) of sub-section (1) ol' 
sP-ction 58-C-

(a) so aR to permit the pa;)'-ment of larger contributions 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 employees of periodical bonuses or other contributions o'f 
a contingent nature, where the calculation and payment of 8Uch bonuses 
or other contributions is provided for on definite principles by th~ 
regulations of the fund. 

58-E. The annual accretion in any year to the balance at the 
• credit of an employee participating in a recog-

Annual accretion deemed nised provident fund shall"be deemed to have 
to be income :received. b · d b him · th t d hall b een receive y 1n · a year an s. e 
included in Ms total income for that year, and, suhj~-ct to the exemp
tions specified in section 58-F, shall be liab~e to income-ta..'l: and super
tax: 

Provided that, for the purpose of sub-section (3) of section 15, 
out of such annual accretion only the employee's own contributions 
shall be included in his total ir:.come. · 

OLD. 
58-F. (1) An employee shall 

Exemption 
of annual ac
cretion from 
incom&tax. 

nqt be liable to pay 
income-tax on con
tributions to his in
dividual account in 
a recognised pro

vident fund, in so far as the aggre
gate of such contributions in any 

NEW. . . 
58-F. (1) An employee shall 

!Exempli<>n 
of annual ae· 
cretion from 
income-tax. 

not be liable to pa)
income-tax on con
tributions to his in
dividual account in 
a rPcognised pro

vident fund, in so far as the aggre
gate of such contributions in any 

NOTES. 
Section 58-F \RecugnUJE'd Provident Funds). The limit of exemption is eut down 

to Rs. 6,000 as in sct'.tion 15 o.nd in order to simplify the provision J'leg&Tding ~ exemp~ 
tion. of intera9t on the employee's Rccumula.ted bnJ.a.nce ljl; is provided that such interest 
shall be exempted in so far as it: does not exceed on.e..third of 14he employee's salary far
tile year. 
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year does not exceed one-sixth of 
his salary in that year. 

( 2) In the accounts of a re
cognised provident fund, the con
tributions exempted from income
tax under sub-section (1) and 
accumulations thereof shall be 
shown separately, and interest 
thereon shall b.e calculated and 
shown separately. Such interest 
shall be exempt from payment of 
income-tax, in so far as it is allow
ed at a rate not exceeding such 
rate as the Central Government 
may, by notification in the Official 
Ga1.ette fix in this behalf. 

NEW. 
year does not exceed one-sixth of 
his salary in that year or six 
thousand t·upees, whichever is 
less. 

(2) lnt.erest crr!dited on the 
accumulated balance of any em
ployee in a r.ecognized provident 
fund shall be exempt from pay
men,t of ·inconte-tax, if and in so 
far as it does not exceed one
third of the salary of the employ
ee for the year concerned and in 
so far as it is allowed at a rate 
not exceeding such rate as the 
Central Government may, by noti
fication in the Official Gazette fix 
in this behalf. 

58-G. (1) Where the accumulated balance due to an employee 
. participating in a recognised provident fund 

Exemphon of aocumu· l bl h 1 t d b 1 
lated buJance from income- 1ecomes paya e, sue accumn a e ' a ance 
1nx and ouper-tnx. shall be exempt from paymenf of super-tax 

except to the extent of an amount equal to the 
~tggrt>gate of the amounts of super-tax on annual accretions that would 
lu1ve been payable under section 58-E up to the first day of April, 
1933, if the Indian Income-tax (Second Amendment) Act, 1933, had 
come into force on the 15th March, 1930. 

(2) Where an employee participating in a recognised provident 
fund has rendered continuous service with his employer for a period 
'()f not less than five years, and tl1e accumulated balance due to him 
lJ('(•omes payable, such accumulated balance shall be exempt from pay
tl~•·nt of ilwome-tax and shall be excluded from the computation of 
llis total in rome: 

Providt>d that the Commissioner of Income-tax may allow such 
exemption and exelusion where the employee has rendered continuous 
servire with the employer for a period of less than five years, if, in 
l1i~ opinion, the s!'rvice has been terminated by reason of the emplo
)'t't' 's ill-health, or b)' the eont.raetion or discontinuanee of the emplo
~·pr 's business, or other cause beyond the control of the employee. 

(3) WhE>re I'XI'mption from (3) Where exemption from 
pa),nent of inrnnw-tax is not al- payment of ineome-tax is not al-

NOTES. 
St>t-tion !58-G (3) ,-It is tltf'- iutntion to gh-e the bf;.De>fits of p:n·th.•ipation in a Te

''f't!'lti~ Pro~th.'nt Thntl only to thO&" ~Pmplo~ ·who hnve J1>Udt>~l oontinuma serviM 
with thtt ftnplo;yf'r foT a.t IMSt 5 )'MU"S. Section 58-G (3) is hl'ft .smenl]ed ao u to put 
the •mplo~,,.. lll'lolll:ing to a 1...-.ognilll'd Provid ... ~ Fnnd who hna not ..,dmod 5 ,.,..,.. 
......;-. in tile ,aame pooilion aa he would ba., t-Il if the fund had not boea ,...,ogni.-..1. 
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lowed under the provisions of 
sub-section ( 2), the Income-tax 
Officer shall calculate the total of 
the various sums of income-tax 
from the payment of which the 
contributions and interest credit
ed to the employee's individual 
aooount have been exempted under 
the provisions of sub-sections (1) 
and (2) of section 5~-F, and such 
total shall be payable by the em
ployee, in addition to any other 
income-tax for which he may be 
liable for the year in which the 
accumulated halance due to him 
becomes payable. 

NEw. 
lowed under the provisions of sub
section (2), the Income-tax Officer 
shall calculate the total of the 
various sums of income-tax and 
super-tax which would have been 
payable by the employee in res
pect of his total income for each 
of the years concerned if the fund 
had not been a recognized prcn>i
dent 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 yewrs shall be payable by 
the employee in addition to any 
other income-tax and super-taa; 
for which he may be liable for the 
year in which the accumulated · 
balance due to him becomes pay
able. 

58-H. The trustees of a reeognised provident fund, or other per
son authorised hy the regulations of the fund 

In~o~~~i:n pa";,.b~:uro': ;,~ to make payment of accumulated balances du(, 
cumulated balances due. to employees, shall, at the time an accumulated 

balance due to an employee is paid, deduct 
therefrom any income-ta)C payable under sub-section (3) of section 
58-G and any income-tax and super-tax payable on an employee's total 
income as determined under sub-section (3") of section 58-J, and sub
sections ( 4) to (9) of section 18 shall apply as if the sum to be de
ducted were income-tax payable under the head "Salaries". 

58-I. (1) The accounts of a recognised "provident fund shall be 
. maintained by the trustees of the fund and 

A~connts of recognised shall be in such fo.rm and for such periods and 
proVIdent funds. . ' 

shall contain such particulars as the Central 
Board of Revenue may prescribe. . 

(2) The accounts shall be open to inspection at all reasonable 
times by Income-tax authorities, and the trustees shall furnish to the 
Income-tax Officer such abstracts thereof as the Centntl Board of 
"Revenue may prescribe. 

58-J. (1) Where recognition is accorded to a provident fund 
witl1 existing balances, an account shall be made 

Treatmen.t _of balances in of the fund up to the day before the day on 
newly rer.ogmsed provident . . . . 
funds. which the recogmtion takes effect, showmg the 

balance to the credit of each employee on such 
day, and containing such further particulars as the Central Board of 
Revenue may prescribe. 
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(2) The account shall also show in respect of the balance to
the credit of each employee the amount thereo'f which is to be trans
ferred to that employee's account in the 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 rec«gnit.ion of the fund takes effect, and sub
sections (3) and (4) shall apply thereto. 

Any portion of the balance to the credit of an employee in the
existing fund which is not transferred to the recognised fund shall be 
excluded from the accounts of the recognised fund and shall be liable· 
to income-tax and super-tax in accordance with the provisions of this 
Act other tl1an this Chapter. 

(3) Snhject to such rules as the Central Board of Revenue may 
ma]re in this behalf, the Income-tax Officer shall make a calculation or 
the aggregate of all sums comprised in a transferred ba:lan~e 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 reg-ard to any 
tax which may have been paid on any such sum, and such aggregate 
(if any) shall be deemed to be income received by the employee in 
the year in which the recognition of the fund tal\:es effect, and shall 
lJe included in tiw employee's total income for that year; and, for the 
purposes. of assf'ssmPnt, the remainder of the .transferred balance shall 
be disregarded, but no other exemption or relief, by way of refund 
or otherwise, shall be granted in resp~ct of any sum comprised in 
such transferred balance: 

Provided that, in cases of serious aecoun ting difficulty, the Corn
missioner shall have power, subject to the said rules, to make a 
sununary calculation of such aggregate. 

(4) Notwithstanding anything contained in condition (h) of 
sub-sPetion ( 1) of section 58-C, an employee, in order to enable him 
to pay the amount of tax assessed on his total in<>orne as determined 
under sub-section (3), shall be entitled to withdraw from the balanee 
to 'his crt>dit in ti1e rl'eognised providen,t fund a sum not exceeding
the diffPrence betweE-n such amount and the amount to which he would 
huve bet>n a~sess<'d if U1e transferred balance had not b.f>en in'cluded
in his total hl('ome. 

( 5) Nothing in this seetion shall affect the rights of the persons 
administel'ing an unrecognised provident fund or d~>aling with it, or 
with tl1e buhuwc to the eredit of any individual ernploy('e, before reeo<>
uition is arcorded, in any manner whicl1 may be la\\"ful. "' 

58-K:. (I) \\lwre an <'mployer who maintains a provident fund 
Trt».tm•nt of fund triUIS- (whether recognised or not) for the benefit of 

t.rred bv omployor to bis employees and has not transferred the fund 
trust.,.., or any portion of it, transfers sueh fund or 

NOTES. 
S...tion 58-.K (~) Sa lWlendod so u to """""' that. an empl"Y"r will llllt be allowed 

payw.nta whi,-Jt would be disallo~ und..- -.tioo 10 (4) (c)_ 
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portion to trustees in trust for the employees participating in the 
fund, the amount so transferred shall be deemed to be of the nature 
.of capital expenditure. 

OLD. 
(2) When an employee parti

-cipating 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 
trustee (without addition of inte
rest, and exclusive of the emplo
yee's contributions and interest 
thereon) shall be deemed to be an 
expenditure by the employer with
in the meaning of clause (ix) of 
sub-section (2) of section 10, in
curred in the year in which thE> 
accumulated balance due to the 
employee is paid. 

NEw. 
(2) When an employee parti

cipating in such fund is paid the 
accwnulated balance due to him 
therefrom, any portion of such 
balance as represents his share in 
the amount so transferred to the 
trustee (without addition of inte
rest, and exclusive of the emplo
yee's contributions and interest 
thereon) shall, if the. employer has 
made effective arrangements to 
secure that ta,r sh((ll 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 mean 
ing of clause ( :rii) of sub-section 
(2) of section 10. ineurred in the 
year in which the accumulated 
balance due to the employee is 
paid. 

58-L. (1) All rules made under this 
Provi•ions relating to Chapter shall be subject to the provisions of 

'"
1
""· sub-sections (4) and (5) of section 59. 

(2) In addition to any power conferred by this Chapter, the 
Central Government may makes rules-

(a) prescribing the statements and oth\'r information to be" sub-
mitted with an application for recognition; . 

(b) limiting tl1e contributions to a recognised J•rovident 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 aR assignment of, or crea
tion of a charge upon, his beneficial interest iri a rceogni~O'>d provident 
fund; 

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

(e) generally, to carry out the purpose~ of this Chapter and to 
secure such further control over the recognition of provident funds 
:md the adnlinistration of recognised provident funds as it may deem 
requisite. 
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Application· of tltis ChaP
ter. 

58-M, This Chapter shall not apply to 
any provident fund to which the Provident 
Funds Act, 1925, applies. 

NEW. 
CHAPTER IX-B [NEw] . 

Special Provisions Relating to certain classes of 
Superannuatiot~ Funds. 

58-N. In this Chapter, unless there is 
Definitions. anything repugnant in the ·subject or context,-

( a) 'approved supe-rannuation fund' means a superannuation 
.fund or any pm·t of a superannuation fund which has been Clll1id con
tinues to be appt·ov~d by the Central Board of Revem~e in accordance 
·1l'itk the provisions of this Clw.pt.er; 

(b) 'employer', 'employee' and 'contribution' have, in relation 
.to superannuation funds, the meat~ngs assigned to those expressions 
.in Section 58-A in relation to provident funds; 

{c) 'ord·inat·y annual contribution' means an annual contribu
tion of a fixed amount ot· au annual contribution comrm,ted on s~mc 
.definite basis by reference to the earnings, the contrilndions or the 
number of members of the fund. 

58-0,, (1) The Central Board of Revenue may accord approval 
to any superannuation fund or any part of a 

Approval and withdraw· 
·a! of approval. superannuation fund which in its opinion com-

plies with the requirements of section 58-P, 
,a.niJ may at any time wit1<draw such approval, if in its opinion. the 
cit·cutrtstances of the fund or part cease to warrant the continuattee: 
-of the approval. 

(2) The Central Board of Revenue shall communicate in writ
i,tg to the tl'tlstces of the fund the grant of approval wilh the date 
011 w7tich the approval is to take effect, and, where the approvwl ~ 
granted subject to conditions, those con-dition.~. 

. (3) The Central Board of Revenue shall communicate in writing 
to the trustee.~ of the fund any with-drawal of approt>al u>ith the rea
.~ons for such u•ithdrawal and the date on which the withdrawal is fo 
take rjfect. 

(4) The Centml Boa.rd of Revenue shall neither refuse nor 
v·ith.draw approval to any supet·annuation full.d or any part uf a 
.. ~11perannuatio·n fund t~nless it hns given the trustees of that fund a 
rea.>~>nable opportunity of bein.q heard i11 fhe matter. 

58-P. In order that a superann-uation fl~nd may receive wnd re
tain appt·ot,al th.e foUou·ing conditions shall be Conditions for appro:vai. 
saJisfied, namely:-

NOTES. 
Thia Chap!.., IX·B l\'Oia.tmg to Supenumuatioa Funds """ inserted by the A880llllbly 

.and U in ('&Be pro,·isions few exemptions of aontributi01111 to nn.d for in._ on invest
m•uie of Providont Funds, makoo aimilar pro-risi.ona in eue of Supenumuat:lon Funds, 
with aut"h &li\EID.dDlt'Uta aa are D~e68KI)' baTing ft.gU"d to the. dHI'ereuee between tlte two 
typ.oe of fundo. 

19 
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NEW. 
(a) the fund .~hall be a fund established under an irrevocabl6 

t1·ust in connection witlt a trade or undertaking carried 011 in British. 
India; 

(b) the fund shall have for itq sole purpose the provision of 
'annuities for employees vn the trade or -undertaking on their retire
ment at or after a specified age or on their becoming incaparitate;tl 
2Jrior to such retirement, or for the widows, children or dependants 
of persons who ar.e or have been S'UCh employees on the death of 
those persons; and 

(c) the employer in the tmde or underta/;;ing shall be a contri
butor to the fund: 

Provided that the Central Board of Reremte may, if it thinktr 
fit and subject to s~tch conditions, if any, as it thinks proper to 
attach to the approval, approve a fund or any pa.rt of ,a fund-

( i) notwithstandit•g that the rules of the fund provid.e for the 
1·ettlffn in. certain contingencies of contributions paid to the fund, or 

( ii) if the main purpose of the fund is the provision of SJ~ch. 
annuities as aforesaid, notwithstanding that such provision is not its 
sole p~trpose, or 

(iii) notwith.stan;ding that the trade or undertalcing in connec
tion with which the fu.nd is established is carried on only partly in. 
British India. 

58-Q. (1) An application for approval of a superannuation fund 
or part of a superannuation fund for any year 

Applieot;on for appro· of assessment shall be mad.e in writing before 
val. the end of that year by the trustees of the 
fund to the Income-tax Officer, and shall be accompamied by a copy 
of the instrumen.t under which the f-und is established and by t•wo• 
copies of the rules and of the accow~ts of the fund for the Tnst year 
for which such accown.ts have been made up, The Central Bowrd of 
Revenue may ·require such further information to be .suppliea as it 
thinks prope1·. · 

(2) If any alteratiun in the rules, .constitution, objects or condi
tions of the f~tnd iB made at any time after the aate of the appli-1 
cation for approval, the tntRtees of the fup.d shall forihwuih .. com'i 
municate such alteration to the Income-tax 0 fficer, and in default of 
such cmmnunic,!tion fiiYVY approval given shall, ?tnless the {Jentrrd 
Bo01·d of Revenue otherwise orders, be deemed to have been with
drawn from the date on which the alteration took effect. 

58-R. Income derived from investments or deposits of an 

Exemption of super-annu. 
&ition fund :from · income
tax. 

approved superannuation fund shall be exempt 
from payment of. income-tax, and any sum paitl 
by an employe1· or an employee by way of con
tribution towards an approved ~perannuation. 

fund shaLl, in the cas.e of an employer, be .d,ed1~ted in comrn~ting 'his 
income, profits or gains for the purpose of assessinent, and, in the cas~ 
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NEw. 
of an employee, be treated for an the purposes of this A~t as if it were 
a sum to which tlle provisions of section 15 apply: 

Pt·ovided that no such exemption shall be allowable to an 
vmployee in respect of any sum which is not an ordinary annual 
contribution: 

Provided further that where a contribution by an employer 
ia not an o,rditta-ry annunl contribution it shall, for the purposes of 
this section, be tt·eated, as the Central Board of Revenue -may d-irect: 
either as an expense i1~cur1"ed in the year in w},;ich; the sum is vaid, 
or as an ea:pense to be spread over such, period of years as the Central 
Board of Revenue thinks pt·oper. 

58-S. (1) Where any contributions (including interest on 
. contributions, if ai'b!J). are repaid to an employee, 

co:;.~::.. of rep&d ' the amount so repaid shall be deemed for the 
purposes of income-tax and super-tax to be 

income of the employee for that year. 

(2) Where any contributions (including interest on contributions, 
if any) are repaid to an employee during his lifetime but not at 
or in connection with the termination of his employme1'·t, income-tax 
on the amount so repaid or paid shall except in the case of an. 
employee whose employment was carried on abroad, be deducted by 
the trnstees of the fund at the average rate of tax at which the~ 
employee was liable to income-tax and super-tax, during the prec.eding 

·three yea.rs or during such period, if less than three ye01·s, as he was 
a membe.r of the fund, and shall be; paid by tlbe truste.es to the credit 
of f11e Cent-ral Government within the pt·escribed time and in such 
manuer as the Central Board of Revenue may direct. 

58-T. Where an employer deducts from the emoluments paid 

D..duation from pay of, 
a.nd oontributiona on behalf 
of employee to be included 
in return under aeetion 21. 

' 

to an employee or pays on his behalf any con
tt·ibutions of that employee to an approved 
superannuation fund, 'he shall include all such 
deductions or payments in the return u·hich he 
is required to furnish under section 21. 

58-U. If a fund ot· a part of a fund for any reoMn ceases to 
I.iabilitioo of trust ... on be an approved superannuation fund, the trus

""""'tion of Rpproval of lePs of the fund shall neverthdess remain liable 
fund. to account for tax on any sum- paid-

(a) on account of retumed cotttributions (iucludinq interest 011 

coflft·ibu.tiotM, if a11y), and 

(b) in com1111dation or in lieu of a111111ities, 
in so fat· a.~ the srw1 so paid is in respect of cotrtribt~f'iotts 111adc 
befot·e th.e fund or pari of t11e fulld aased to be an approved fund under, 
tht prot·isiOt&S of this Chapter. 
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NEW. 
58-V. The trustees of an approved superannuation fund and 

Particulars to be furnish· any employer who contributes to an approved 
d in •espect of Superan- superannuation fund shall, when required by 
nuation funds. notice from the Income-tax 0 fficer, within 
twenty-one days of the date of such notice:-

(a) funu:.sn to the Income-tax OffiJ:;er a return containing such 
particulars of c011tributions made to the fund as the notice may 
require; 

(b) prepare and deliver to the Income-tax Officer a return 
containing-

(i) the name and place of 1·eside•nce of eve·ry person il~ receipt: 
<>f an anmuity from the fund, 

( ii) the amount of the annuity payable to each annuitant, 
(iii) particulm·s of every contribution (including interest on 

contributions, if any) 1·eturned to the employer· or to employees; and 
( iv) particula1-.~ of sums paid in commutabi.o1~ or in lieu of 

annuities; ' 
(c) furnish to the Income-tax Officer a copy of the accounts 

of the fund to the · last date prior to such notice to which such 
«ccounts have b.een made up, together with such other infor-rnatiol~ 
and :partic1dar.s as t'he Central Board of Revenue n1ay reasonably 
requtre. 

CHAPTER X. 
MISCELLANEOUS. 

59. (1) The Central Board of Revenue may, ~ubject to the con-

Power to make rules. 

trol of the Central Government, make rules for 
carrying out the purposes of this Act and for 
the ascertainment and determination of any 

class of income. Such rules may be made for the whole of British: 
India or for such part thereof as may be specified. · 

(2) Without prejudice to the generality of the foregoing power, 
such rules may--

(a) prescribe the manner h~ which, and the procedure by which; 
the income, profits and gains shall be arrived at iu the case of-

( i) incomes derived in part from agriculture and in part from 
business; · 

OLD. NEW. 
( ii) insurance companies; Omitted. 
(iii) persons rf>siding out of ( ii) persons residing out of 

British India; British India; 
(b) prescribe the procedure to be followed on applications for 

refunds; 
NOTES. 

Seeti.on 59 is amended as so to remo"re any doubts as to whether the rulee regarding 
t1te computation of life insurance business are -ultra Wes in so far as tbef vary \the sub
~tantive provisions of t.he Aet. 
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(c) provide for such arrangements with His Majesty's Govern
ment as may be necessary to enable the appropriate relief. to be 
granted und!'r seetion 27 of the Finance Act, 1920, or under seCJtion . 
49 of this Act.; 

(d) prescribe the year which, for the purpose of relief under 
section 49, is to be taken as corresponding to· the year of assessment 
for the purposes of seetiou 27 of the Finance A<lt, 1920; and 

(e) provide for any matter which by this Act is to be pres
cribed. 

(3) In cases coming under clause (a) of sub~section (2), where 
the income, profits and gains liable to tax cannot be definitely as
certained, or can be ascertained only with an amount of trouble and 
expense to the assessee which, in the opinion of the Central Board of 
Revenue, is unreasonable, the rules made under that sub-section may-

( a) prescribe methods by which an estimate of such ~come, 
profits and gains may be made, and 

(b) in cases coming under sub .. clause (i) of clause (a) of sub
section (2}, prescribe the proportion of the income which shall be 
deemed to be income, profits and gains liable to tax; 
and an assessment based on su'Ch estimate or proportion shall be 
deemed to be duly made in accordance with the provisions of this 
Act. 

(4) The power to make rules conferred by this· sectioln shall, 
except on the first occasion of the exercise thereof, be subject to the 
condition of previous publication. 

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

60. (1) The Central Government may, by notification in the 
Po"·er to ma.ke exemp· Official Gazette, make an exemption, reduction 

tlOilf eto. in rate or other modification, in respect of in-
come-tax in favour of any class of income, or 

in regard to the whole or any part of the income of any class of 
persons. 

NOTES. 

lltofimt 60.-Note on Seetion 7, (1), Explana.tion (2), may be ""ferred to. 
The alteration of the olause hoa the elfeot, 1ll!st, of substituting tJuo words "the 

nppropriate J"EE'lief" iu. eub-ttet"t.ion (2) of aec.tion 60 of the Act, far the exp~on ''aoch 
retial RB it m&y tltink ht" which we oonsider is unduly wide, ILlld, seonndly, IQf &boliahing 
for the future the po\\rer to make auy exemptioos, neduc.tiona or modificatiOD!I under sub
M'<'hon (1). It is n.,..,.,_....,.y to k..,p sub-aeotion (1) eo that orders .._mding NIOmptiODS 

now in existoo"" may be mnde wh•o. D.OilE<!I!8l')' nndEr the implied power ~ into 'tha 
sub....,tion by .,..lion 21 of tho Gen..ral Cia..- Aot, 189i. We h&w ..,...,;ved, an IL98UJ'aJU:e 

that it is tl.a intention of GovernD\eut, in OODBOD&noe with the gto..-.1 eeheme eontained in 
! the BiU and aimultan~ously \\"ith ita ooming into operation, to reaeind the 81Smptioa& 
n~1m~ 20, 21, 22 Nn,d 23 in ~ list wt forth in paragraph 17 _of 'Part ill ot the lu

I co~tu Manutt.l.-8ttkd Co-Miftt~tu BtpOrC. 
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ULD. 
(2) Where, by reason of any 

portion of an assessee's salary 
being paid in arrears or in ad
vance, or by reason of his having 
received in any one :financial year 
salary for more than twelve 
months, his income is assessed at 
a rate higher than that at which it 
would otherwise have been assess
ed, the Central Government may 
grant such relief as it may think 
:lit. 

61. Any assessee, who is en-

Appearance 
by anthorioed 
representative. 

titled or required to 
attend ·before anv 
Income-tax auth~
rity in connection 
with any proceeding 

under this Act, may attend either 
in person or by any person autho
rised by him in writing in this 
behalf. 

NEw. 
(2) Where, by reason of any 

portion of an assessee's salary 
being paid in arrea•s or in ad
vance, or by reasons of his having 
received in any one :financial year 
salary for more than twelve 
months or a payment which is un
der the provisions of sub-section 
(1) of section 7 a profit in lieu of 
salary., his income is assessed at 
a rate higher than that at which 
it would otherwise have beE>n as
sessed, the Central Government 
may grant the appropriate relief-

(3) After the commencement 
of the Indian Income-tax (Amend
ment) Act, 1939, the pou•er con
ferred by sub-section (1)' shall not 
be exerciseable except for the pur
pose of rescinding an exemption, 
reduction or modification a./ready 
made. 

61. (1) An"y assessee, u·ho 

Appeara.nce 
by authorised 
representative. 

is entitl.~d or req1tir
ed to attend before 
any lncome-t a. x 
authority in con
nection with any 

proceeding under th.is Act other
wise than when required 11.nder 
s.ection 37 to attend personally 
for examination on oath or affir
mation, m(};y attend by a perso-n 
authoriof!d by him in writing i1~ 
this beha_lf, being a relative of or a 
person regularly employed by th.e 

NOTES. 
Section 61 is amended AO as to correet abuses in respee-t of the representation ot 

:JB&eeseea. The proviSions are self-explanatory and t:.lll!y give the nssesse.? a wide field from 
which to choose his represcn:ta.tive. The amended section daes not affee.t existing Income
t.Rx prn.etitioners, however inc.ompetent, so long as they a.re not guilty of miseondJiet in 
-eonnection with ineome~tax proceecHngB. 

We have substituted a more accurate revised definition of ''at~countant' '. We have 
'llso recast aub·section {3) of oection 61 of the Aot, .. amended by the Bill!, so as to 
Te.move from the Commiasioner of Inco~tax the pawer to decide whether· a lawyer cr 'R.n 
-aceountant has been guilty of mise.onduct in connexion with income-tax proceedings. We 
eonsider that the authorities ordinarily responsible for diseiplinuy action in tOO two pro
fessions concerned should deail with such mattters as with other questions of diseipline in 
1hose professiona.-Seleot Committee Report. 
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OLD. NEw. 
assessee, or a lawyer or account
af•t or Income-tax practitioner, 
and not being disqualified by or 
under sub-section (3). 

( 2) In this .section,-
( i) a person regularty em

ployed by the assessee .shall in
clude any officer of a Scheduled 
Bank with which the assessee 
main.tains a current account or 
has other regular dealings; 

(ii) 'lawyer' means a Barris
ter-at-Law or Solicitor or any 
other person entitled to plead in 
any Court of law in British India; 

(iii) 'accountant' means a 
registered accountant enrolled in 
the Register of Accountants main
tained by the Central Government 
under the Auditors Certificate 
Rules, 1932, or a holder of a res
tricted certificate under Restric
ted Certificate Rules. 1932, or a 
member of an association of ac
countants recogni~ed in this be
half by the Central Board of 
Revenue; 

(iv) 'lncome-ta.r practitioner' 
means-

( a) any pet-.~o" who, before 
the 1st 'day of April, 1938, attend
ed before an Income-fax authority 
on behalf of any assessee other
u>i•e than. in the capacity of an 
employee or relatit•e of that 
assessee; 

(b) a"y perso11 who has pass
ed an.y accountancy examination 
rPco.qnized in this blhalf by the 
Gentral Board of Revenue; or 

( t') anv person u·ho 11as ac
qllired StiCh educational quali/ic~
tions a.• f'h~ Central Boart7 of 
Rer·en11e ma11 prescn"'be for th{• 
pllrpo.•t. 

(3) No pl'r.•o" fcho has bel' II 
di.•mi.~•Pd from Go~•l'rn.menf ser-
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OLD. NEW. 
vice after the 1st day of April~ 
1938, shall be qualified to repre
sent an assessee under sub-section 
(1); and if a*!J lawyer or register
ed accountant is found guilty of 
misconduct in connexion with any 
income-tax proceedilngs by the 
authority empowered to take dis
ciplitnar-y action against members 
of the profession to which he be
longs, or if any other person is 
found guilty of such misconduct 
by the Commissioner of Income
tax, the Commissioner of Income
tax may direct that he shall be 
thenceforward disqualified. to re
pre..sent an assessee '!l1111der sub
section ( 1) : 

Provided that-
(a) no such direction shall be 

made in respect of a*!J person 
unless he is _qiven a reasonable 
opportunity "of bein.q heard, 

(b) any person a.qainst whom 
such direction is matle may, with
in one month of the making of the 
directio·n, appeal to t'he Central 
Board ·of Revenue to have the 
direction cancelled, and 

(c) no such direction shalf 
take effeCt until one month from 
the making thereof or, when a~e 
apl!eal is preferred, ?tnfil t'he dis
posal, of the appeal. 

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

63. (1) A notice or requisition under this Act may be served on 
Service of notices. the person therein named either by post o·r, as 

if it were a summons issued by a Court, under 
the Code of Civil Procedure, 1908. 

(2) Any such notice or requisition may, in the case of a firm 
or a Hindu undivided family, be addressed to any member of the 
firm or te the manager, or any adult male membE'r of the family 
and, in the case of any other association of • person-s be addressE-d to
the principal officer thereof. 

*'Persons 1 wa's fl.ubstituted for 'individual' by the 4-mending Act, 1939. 
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64. (1) Where an assessee 

. carries on business 
Placeofaa.. t I h hll sessment. a any p ace, e s a 

be assessed ·by the 
Income-tax Officer of the area in 
which that place is situate or, 
where the business is • carried on 
in more places than one, by the 
Income-tax Officer of the area in 
which his principal place of busi
ness is situate.· 

• 
NEw. 

64. (1) Where an assessee 
carries on a bus-iness, 

Place of ,.._ profession or voca
sessment. ti01i at any place, he 
shall be assessed by the Income
tax Officer of the area in which 
that place is situate or, where the 
business, profession or vocation is 
carried on in more places than 
one, by the Income-tax Officer of 
the area in which the principal 
place of his business, profession 
or vocation is situate. 

(2) In all other cases,· an assessee shall l1e assessed by. the 
Income-tax Officer of the area in which he resides. 

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

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

Provided further that the 
place of assessment shall not be 
called in question by an assessee 
if he has made a return in res
ponse ·to the notice under sub-sec
tion (1) of section 22 and has 
stat.ed therein the principal place 
wherein he< carries on his business, 
profession or vocation or if he ha.~ 
not m.ade Sttch a nt~trn shall not 
be called in question afte.r the e:r:
piry of the time allowed by the 
notice under sub-sedion (2) of 
.~ecticm 22 or und~r section 34 for 
the ma~~ng of a return: 

NOTES. 
S..tion 6.1 (3) is aruondOO so aa to debar the •ss B!ee from questioning the plaoe of 

8888s8mt"'lt a.ft.f'l' the timto alloWPd by notioe under Bl"C.".tioo. 22 (1) for eubmitting a l'E'tnrn. 
~ freque-ntly obetru« ;nronlt"-ta.x proraedings by l'8tising quest.iou of jurisdiction 
Rnd t.be aruendm•nt. ill d<!tlij;11•d to ehO<k UW. p,..tice. The enb-seetlion ia also &melllded eo 
as to make it eloor t.b•t the ln•OJN'·Iu Offioer has to ref.,.., to the CommL..,ionor before 
n&.¥&Smf'nt a QUl'Stinu rega.rJing the plate of assessment. 

We ha,.., Mm•whot ,.,.lan-p tJu. otringt'llr1 of the first pro.U.O whie.!l the olauoe &ilda 
to su~tion ( S) ot St¥tiou 64 of the AC'\_ by providing that aa uaeSJ 11a shall be deba.rred 
from raising thv qu .. uon of the piMo of .........,ent cml7 wh'"' he has etat.!d. his prillcipal 

20 
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Provided further• that if the 

place. of assessment is called m 
q~testion by an assessee the In
co me-tax 0 fficer shall, if not satis
fied with tke carrectness of the 
claim, refer the matter for deter
mination under this sub-section 
before assessmmt.t is made. " 

(4) Notwithstanding anything contained in this section, 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, profits 
or gains accruing, or arising or received within the area for which 
he is appointed. 

65. Every person deducting, retaining or paying any tax in 

Indemnity. pursuance of this Act in respect of income be
longing to another person is hereby indemnified 

for the deduction, retention or payment thereof. 
•66. (1) If, in the course of any assessment under this Aet or 

(!tatement of case by 
Commissionffl" to High 
Court. 

any proceeding in connection therewith other 
than a proceeding under Chapter VIII, a ques
tion of law arises, the Commissioner may, 
either on his own motion or on reference from 

.any Income-tax authority subordrinate to him, draw up a statement of 
the ease and refer it with his own opinion thereon to the High Court . 

. (2) Within sixty days of the (2) Within sixty days of the 
date on which he is served with date on which he is served with 
notice of an order under section notice of an order under seetion 31 

NOTES. 
pi~ of business in a return mnde, and by extending the time within w":ill.ch !the question 
"Can be raised in other CRBf'.s to the end of the time Mlowed for a return a.fter a specifl.e 
notice under section 22 (2j or 34.-Select Committee Bepo:t. 

*Wben Part II of the I~an Income-tax (Amendment)1 Aot-Act VII of 1939 comes 
into force the sect1ion should be read with the following amendments [see p. 1 ]i· 

Statement. of OOJJe by ~P· A......am.ent Act Sect-ion 92.-In sect«m 66 of tha aaid 
pellate Tnbtm<~l to H•gh dct-
Courl. 

(a) fur M•b·sections (1), (2), (3), (3·.4), (4) and .(5), tha fo!!rYWing 8'Ub·&ecfions 
shall be aublff<ffu.teil, f10!11te!y :--

(1) WitM,. sirxty d4ya of U.e d4te 1tp<m which M i8 861'11ed with notice of <>n urder> 
~Mer sub...sect'iott (1) of section 33 the asseiJSee 0!1' the Comm:MsioMr' may. 'by app~i.catJi.on.. 
-in the prescribed fnmn, accompanied where application. is made by the asseJJsee by a fee of 

·-one hltvn.ilreil rupees, req'lbi-re the Appellate Tribunal to refer to tfhe Hi.gh. iCourt awy ques-
tion. of Zaw arising om of such order, and the Appellate Tribunal Rlwll wt.'thitnJ 'I'J'IM1.ety datyc 
~t the 11eceip~ of such applioafi<nt !haw "'' a atateme-n.t of the ca.se and '<efer N to ·!WJ 
High Cowl: 

Provided, thct._ i.f itn, the cxerd.se of its power-s ~" s-ub-8eotion (2), the .A.ppeUa.ttJ 
:L'ribunal '.refuses to stat6. a case td,ich it. has been reqUIITei£ by the af4Sdssee ,to sta.te, the 
tuJsessee may, with~n tlhirty days from the date on _which he receimes motice ~~ the ~fwoJ 
to s~ate the case, withdraw his appl'cat1.cm, and. "' he eWes so, the fee paid shcU be «-
funded. · • 

(2) If ... any app!icat«m being made ...&.- .,.b·aect«m (1) the Appe!lade TNbwwi: 
rejtuJes to state the ooae on. the grQ~U,nd that no que.rt1on. of law arises, the assessee or the! 
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.31 or .section 32, or of an order or, .section 32, ~r of an order under 
under section 33 enhancing an · section 33 enhancing an assess
.assessment or '<1therwise prejudi- ment or otherwise prejudicial to 
.cial to him, or of a decision by a him, • • • the assessee in res
Board of· Referees under section pect of whom the order was pass
.33-A, the assessee in respect of ed may, by application accompani
whom the order or decision was ed by a fee of one hundred rupees 
passed may, by application ac- or such lesser sum as may be 
-companied by a fee of one hund- prescribed, require the Commis
red rupees or such lesser sum as sioner to refer to the High Court 
may be prescribed, require the' any question of law arising out of 
Commissioner to refer to the High such order • • • and the Com
Court any question of law arising missioner shall, within sixty days 
QUt of such order or decision and of the receipt of such application, 
the Commissioner shall, within draw up a statement of the case 
·sixty days of the receipt of such and refer it with his own opinion 
application, draw up a statement thereon to the High Court: 
of the case and refer it with his 
{)Wn opinion thereon to the High 
'Court: 

Provided that a reference Provided that a reference 
shall lie from an order under sec-· shall lie from au order under sec
tion 33 only on a question of law tion 33 only on a question of law 
arising out of that order itself, arising out of that order itself. 
and not on a que~<tion of law aris- and not on a question of law aris
ing out of a previous order under ing out of a previous order under 
~:eetion 31 or section 32, revised section 31, • • • revised by the 
'by the order under set'tion 33: order under section 33: 

Provided further that, if, in exercise of his power of revision 
'mder l'Pt'tion 33, tl1e Cmmuissioner decides the question. or if the 
Commissioner rejects the application on the ground that it is time
'barrPd or otherwi~<e incompetent, or if, in exerei~<e of his powers 
under sub-section (3), the Commissioner refuses to state the case, the 
as~<essee may \\ithin thirty days from the date on which he receives 
notit"e of the order passed by the Commissioner withdraw his appli
<'a tion, aud if he does so, the fee paid shall be refunded. 

(3) If, on any applit'ation being made under sub-s~tion (2), 
the Commissioner refuses to state the case on the ground that no 
question of law arises, the assessee may within six months from the 

NOTES. 
i'ommi.'f..~. o.t 1M t'dr..M 1MY b~t, tMy, u:ltAtn .riel:: <WIOft.tA.t from Me datB nn svMc-J.i Att w 
~'f'd orill'l ~1-ko of ll'lo ••f...,.,, apply lo tl'lo Higl'l Coowt, GM U.. Higl> Oovrl -~~. if 
''' u ""' ""'~•~d of ll'lo ..,....,..._, of 114< d~ciriooo of tr.. A.pp<Uot~ Tribtonol, reqvire ll'lo 
A.pt><ilol• 2'ril>tooool to •""• 1.\e .-. ood to rotor il, oAd "" "<:rip: of ""Y 8IIM roqu;.rilioa 
t~ .fp~t• Tnbinoal •l'loll •tat• tl'lo ra<r ond "'" il G<-.iiRgly. 

. (3) lf 010 aoy opplimliml b<'iRg Mode - otob....,t;.,. (1) tl'lo A.pp<llol• Tribtmal 
rr J"t'l$ il '"' lA• grotntd Meat if v t;,-borrod t~ ,__, or I~ C.,..............,., .,. tl'lo 

........, -_. &to, -· ""'""' 111'4 """''"' 1.-- I~ dot• "" .-~ u v ....,.,... :ll'iM. ot<>lic<> of 
ll'lo ""J<'t''-· opply I<> jjW H;gl> COttrl, oAd lAo Higll Coowt, if II ;, 1141 soti</kd of tu 
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date on which he i~ served with notice of the refusal apply to the 
High Court, and the High Court, if it is not satisfied of the correct
ness of the Commissioner's decision, may require the Commissioner 
to state thP case • and to refer it, and, on receipt of any such requi
sition, the Commissioner shall state and refer the case accordingly. 

(3-A) If, on any application being made under sub-section (2), 
the Commissioner re,jet'ts it on tl1e ground that it is time-barred, the 
assessee may, within two months from the date on which he is servecl 
with notice of the order of the Commissioner, apply to the High 
Court, and the High Court, if it is not satisfied of the correctness oi 
the Commissioner's decision, may require the Comruissioner to treat 
the application as made within the time allowed under sub-section (2). 

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

(3) The High Court upon the hearing of any such case shall 
decide the questions of law raised thereby, and shall deliver its judg
ment thereon containing the grounds on which such decision is found
ed, and shall send to the Commissioner by whom the case was stated 
a copy of such judgment under the seal of the Court and the
signature of the Registrar, and the Commissioner .shall dispose of the 
t'ase accordingly, or, if the case arose on a reference from any Income
tax authority subordinate to him, shall forward a copy of such judg
ment to such authority who shall dispose of the case. conformably tQo 
such judgment. 

(6) W'here a reference is made to the High Court on th:e ap
plication of an assessee, the costs shall be in the discretion of the 
Court. 

NOTES. 
torreatneaa of the Appellate T-l'ibttnal's deci8ion, '11'l4y f"eqtWre the Appellate Tribunal :to 
treat the application GB made within. the time aUowed under 8'Ub-seotion. (1). 

(4) If the Hlgh Court is no! sa!Nfied tho( ihe' atat<>me1>ts in a C<UB .eferre4 vnder 
this aeoUon 011'6 BU1/iclent to enable it to detftr"mine the question raised thereby, the Court 
'11Uly ••!"" the """" baok to the Appellate Tril>unull to ;make $UCh a&ditiofla thereto tn' 
alterations .t"""eion a~ the Co?Wt may direct m 8hot beholf. 

(5) The High C01Drl "P"" the hearmg of amy .rooh oaae ~holl decide the. qU88ttlona of' 
law raised t"""eby and shall ds!wer its jt<d1}'11W11i there® c<mtt>inilng the g'1V>U'fliJIJ ""' wMc1r. 
such deci.si<m ir foonded and sholt send a oopy of such j11il!J'TM'I't vnder the sM! of t/18 
Cowrt amd the 8ignatm-e of the Regi.strar to the A.ppella!e Tribwnal which shall pass 8UC1t 
m+ders as are 7J£cessary to dispose of the case ronfmtmably tio such judgment1. 

(b) in sub-section (6) tihe words 'on. the appli.oaUon of an asseJJsee' shaU be MM.tted.. 
(b) tn. sub-seotioo (7-..4.), for the 1l10Tds, brackets, figures and Zecter "un.d.ef' aub-see

tkm. (3) or sub-sectkm (3-A) ", the tJJO'l'ds, braokets and figures "under .n&lh8eotion (2} 
or svb-section (3)" shaU lur BUbst.ittlted. 

Section 66 is amended so as to allow the High Court in eases of appeal jto the 
Pr1vy Counei:l, where a refund of the ta.x. to the assessee who has succeeded before the 
High Court is inad\isable, t.o authorise the Ct'm.mi.ssioner to withhold the ,-efu;nd. If the 
o.ssessee succeeds before the Privy Couneil he will get the refund with interest. 
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(7) Not\1<-ithstanding that a reference has been made under this 
section to the High Court, income-tax shall be payable in accordance 
with the assessment made in the case: 

OLD. 
Provided that, if the amount 

{)f an assessment is reduced as a 
result of such reference, the 

.amount overpaid shall be refund
ed with such interest as the Com
missioner may allow. 

NEw. 
Provided that, if the amount 

of an assessment is reduced as a 
result of such reference, the 
amount overpaid shall be refund
ed with such interest as the Com
missioner may allow, unless the 
High Cowrt, on intimation given 
by the Commissioner within thirty 
days of the receipt of the result of 
suck reference that he intends to 
ask for leave to appeal to His 
Majesty in Council, makes an 
order authorizing the Commis
sioner to postpone pO!!fment of 
.suck refund until the disposal of 
the appeal to His Majesty in 
Council. 

(7-A) Section 5 of th~ Indian Limitation Act, 1908, shall apply 
to an application to the High Court by an assessee under sub-section · 
( 3) or sub-section (g .. A} . 

(8) For the purposes of this section "the High Court" means-
( a} in relation to the North- (a) in relation to • • • 13ritish 

\Vest Frontier Province and Baluchistan,. the High Court of 
British Baluchistan, the Hill:h Judicature at Lahore: 
Court of Judicature at Lahore: 

· (b) in rt>lation to the province of Ajmer-?.fcrwara, the High 
·Court of Judicature at Allahabad; and 

(c) in relation to the province of Coorg, the High Court of 
.ludicatur<' at l\radras . 

• 
66-A. (1} When any case has been referred to the High Court 

&foreno"" to be hen.rd under section S6, it shall be heard by a Bench 
by bencheo of High Courts, or not less thim two Judges of the High Court, 
Rhd nppoul to lie in Mrtain and in respect of such cage the provisions of 
...... to Privy Coun<il. section 98 of the Code of Civil Procedure, 1908, 
:;hnll, so far as may be, apply notwithstanding anything contained in 
thl' ·Letters Patent of any High Court established by Letters Patent 
(If in any other law for the time being in force. 

Provided that where in any 
r·eference h.eard by the Bench of 
the Court of the Judicial Com
mi-'lSiofU'r of the North-Wesf 
Frontier Prodnce, a difference of 
opinion arises between the Judi-
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cial Commissioner and the Judge 
of the said Court, the opimon of 
the .Judicial Commissioner shall 
prevail. 

(2) An appeal shall lie to His :Majesty in Council from any 
judgment of the High Court delivered on a reference made under 
section 66 in any case which the High Cdurt certifies to be a fit one 
for appeal to His Majesty in Council. 

(3) The provisions of the Code of Civil Prooodure, 1908, relat
ing to appeals to His Majesty in Council shall, so far as may be, 
apply in the case of appeals undel.' this section in like manner as they 
apply in the case of appeals from decrees of a High, Court: 

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

Provided further that the High Court may, on petition madE' 
for the execution of the order of His Majesty in Council in respect 
of any costs awarded thereby, transmit the order for exeeution to any 
Court subordinate to the High Court. 

( 4) Where the judgment of the High Court is varied or revers
ed in appeal under this se.ction, effect shall be given to the order of 
His Majesty in Council in the manner provided in sub-sections ( 5) 
and (7) of ~ection 66 in the case of a judgment of the High Court. 

(5) Nothing in this section shall be deemed-. 

(a) to bar the full and unqualified exercise of His Majesty's 
pleasure in receiving or rejecting appeals to His Majesty in Council, 
cr otherwise howsoever, or 

(b) to interfere with any rules made by ·the Judicial Committee 
of the Privy Council, and for the time being in force, for the pre-. 
sentation of appeals to His Majesty in Council, Dr their conduct 
before the said Judicial Committee. · · 

67. No suit shall be brought in any Civil Court to set aside or 
modify any assessment made under this Act, 

Bar of suits in Civil 
, 1 and no prosecution, suit or other proceeding 

Court. ' shall lie against any Officer of the Crown for 
anything in good faith done or intended to be done under this Act. 

67-A. In computing the period of limitation prescribed for an 
appeal under this Act or for an applieation 

Computation of periods under section 66, the day on which the order 
of. limitation. 

complained of was made, and the time requisite 
for obtaining a copy of such order, .shall be ex!Cluded. 

68. [Repeals~] Repealed by the Repealing Act .• 1927 (XII of 
1927). 
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THE SCHEDULE. 
[See secticm 10 (7) .]1 

15!} 

RULES FOk THE CoMPUTATION OF THE PRoFITS AND GAINS OF INSURANCE 

BuSINESS. 
In tlu! case of amy pcrso•n who carries on, 01' >ot any tim~ in tlle prece.,. 

dimg yetJJr carried em bif e insurance lnlsine.~s, tlu! profits and gains of such 
person f-rom that b-usiness slwll be cumpute,d sepQ~Tately from his incume, pro/U.s-
or gains from any .othe-r business.. , 

2. Tlu! profits and gains of life inwronce buaitness shall be taken to be 
ei!Jw•·-

( a) tlbe gross external incoowings of tihe preceding ye(Jlr from IUtat b-US'l-
-n.ess less tlu! mwnagemenl· expenses of that year, or 

(b) the annunl IJI.'erage of the su1·plus disclosed by the act•uarial va7Auz-. 
tiun made for th.t last inter-valuation period ending befo-re the. year for which 
the assessmemt is to be made, after adjusting 91Leh surplus so as to -excliudle 
from it any &~trplus or deficit incl.uded the-rein w"-'U;h, was made -in. any (l(lrLier. 
inter-valuaticm period and amy expenditure oM.e.r tham expenditure whicJ, mgy 
under the pro11isions of section 10. of this Act: .be allowed for in. computing· 
ihe profits and gains of a b~m1tess, 
whichever is the grea>ter: 

Provided that the an1ount tu be allowed M managwment' expenses shall" 
-not excce4--

(a) 7i per ce-nt. af the p1·emiums received duo-ing t~ prepeiii•IIJ year i111 
re.•peat of singl~ premium life insurance pulicies, plus 

(b) tin respect of fJhe first year's premiums recei11ed in .-.esrpect of othert 
life insurance policies for which the num?>er of ann-ual premiums received i#
lcss tham, twelt•e, or fm· wlticl• tJoo numoor of yrors during whlich premiums! 
are pa.yahle is less tl~m~. twelve, for each. .ouch ptVJmium ar eai/1, suchi year 7i 
per ce.>~t. of such first year's 11remiuons reeeived du.riny theprrooedingywr,plus-

(c) 85 v~•· C<?nt. of N•.e first year's prmnmms rueived during ULC prue
dirig year in t·t.•pet:t of other life insurance policies and 8l per L-en!. af ather 
pr!'miums received dw-ing that yea>r m respoot of all life insumMe palicies 
other thon .-s,gle pt'fnt.~tlll life insura11ce policies. 

3. l·n computing t11e su•·plus for /Joe purpose of rule 2,-

(a) oM.IH>l.f of tile amounts paid 110 ar n.•erved for fir expended. on 
bthalf of poli<·yiwldCrs -•hall be allau•ed as a deduction: 

Prat•ickd iJ1al m lite first •'t<rlt. compuWion made under this rule of 
ony soll"lt surpiu.• 110 acc<>unt sh4ll be toktll of any such mnounts to thet 
exiMil Ia ll'hi<·lt. they are paid ''"' of ar iflo respecil of any surplus b-raughf 
{Ot'll.·ard from a pr<'t-ious it~ter-mluntion period: 

Protoid•d further 1/ltll if any allwullt so rt..911n.•ed f<>r polkylwlders ceastl& 
to be .<a l'f$1't'tJtd, and is 1101 paid ta or e:rpMdtd oil bBhnlf of polkyl•l>lders, • 
oM-half of .•uch amount, if if lws b-6..,. previously allawed tiS a delluation, 
sllall be treated tM part of t-A. surplus for the period ill w.iliclt ~he said amaunt 
cM&ed to be so rE~roed; 



160 THE INDIAN INCOME-TAX AcT, 1922. [SOH. 

(b) any amownt ffither written off or •·eserved in the accaunfls ol' 
fihJr(liJ,gh M.e actuariaJl valuntion balance .<hMt to m.eet depreciatiow of or loss/ 

on the realisatian of securities vr other ~L-•s.ets, shall be allowed 1M a deduci'ion, 
<01nd um;y srums taken credid for in the accounts or actwarial va111mion btillliiWf!l 
sheet on =nt of appreciation of or gains on the reali~i0111 of the securitie$ 
or other assets ihall be included in the surplus : 

Provided th!J,t if upon inve$1igatJion it appears to the Income-tax Officer 
.after consulltalion with Supel"inter!Aknt of Insurance IJtat having due regard 
to tha necessity for making reasonabl~ provi.<ion for bmwses to pm·ticipai>ing 
poUcyJwlders and for cantingencies, the raJ;e, of interest 01· other factor employ-. 
fd in determining tJ!,e liab~"li.ty in respeCJt of' outstandin_g policies is materially. 
inconsistent with the valuoiion of the securities and other os.•et·' so as artificially 
to reduce the su•·pl1u, such udj~ment shall be made to tlue alloW~N<Ce fo'/1 
.depreciation of, or to the amwunt fto be ind'l.tdcd in the surplus in respect of' 
<tppreciatlion of, such securities tmnd other as..9ets, as shall inc•·ease th.c surplus 
for the purpose& of these T''ules to a figure which iS fair .a••d just; 

(c) l:he whole amoUI•t of interest received in re.<pect of any seowrities 
,,f tJue Ce:ntral Government whiGh have been is..•ued or declry.,.ed t.o be mcomt.-tax 
frGe shall be deducted. 

4. Whe,·e for any year an assessme-nt i.. made in accord,ance wi•V• the 
-annW!l OJVe!·age of a SMpl1ts disclosed by a valuation for m~ inter-valluatim• 
period 'fxceecUng twelve montJ"S, then, in, computing the .'tax payabli! for 'lw,t' 
year, cr'ed~t shall nt:At be given in. accordance with :mb-section ( 5.) of section 18 
for the tax paid in tke preceding year, but cr.edit :il•,all be- given for th"! 
.antmal average of the incom.e-tax paid by deduction at source frmn interest' 
-on securities or ot'herwise during .ouch period. 

5. For the purposes of these rules-
(i) 'preceding yf!(Lr' means that year for which a11nual accounts m·e 

.requit·ed to. be prepared under ~ Inrurano& Act, 1938, immediolf1ely preceding 
the year for which the I(LSSCSS!nent is to be mad.e or until th.e wmmencememl of 
4he In~M~,rU;>'Ce Act, 1938, tl.e previous y60!r as defined in secti,>n 2 of this Act; 

(ii) 'gross external incomings' means. the ful.l amoWit of incomings.ft·om 
intenst, dividends, fines <Jfftd fees and all othe;-. incmnings from whatevttr 
~ouroo derived ( e;ccept premiums received from policylwldet·$ and ;,nt.e,rest il!llld 
.dividends on any annuity fund) l6ltd includes also profits fmm reve,·sions and 
·()n iiJ!,e sale or tlw g•·anting of annuitiM, but· e:tcl1uks profits on the. reali..ation. 
vf secwrities; 

Provided_ that iwcomings; including tJi,e ann!ual t'alue of the propert !f 
-occupied by the assessee, which but for the provision.• of sub-Sifction (i) of. 
.section 10 would hava been as.•essable. unorLer section 9 shall be computed upon 
Gh.e bams laid down m the la.<t ntnmed soction, and that til;llre slball bll allou•ed 

.from such gt·oss incomim{}s such deductions as are !'ermissible u'II<IJ!r that 

.-section. 

(iii) 'man~tgemcnt expenses' mGwns the full amount of cxpen.si!s (in-' 
f}udilng commissioos), incu1-red excblu.ively in th.e nwnage!nll'lbt of the bu.wm&~ 

"~of life insura11ce, and in tilve cas.e of a compamy carrying on oth.er classes of 
"business as well as the lnt.•iness of lif& insumnce in adi/;it.ion th.ereto a fain
proportion .of the expenses inctwred in th.e general manageml)ll,t of the whole· 
.business. Bonuses or other sum.• paid to or reserved on bahalf of policy-
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holders, depruiaticm of, and losses on • reaUsatWn of, seaurities 'UITI1I1 01111!/ ex
penditure oilher tl•am expenditure whiM f1U1IJI under the provisions, of section 10 
-of this Act be allowed for itn cmnputitng the. profits atwl gains of, a blusines~ 
are not management expenses far Ill· a pwrposes of tJte.,e rula<~; 

(iv) 'life insurance bw.-inei/8' m~~ lif~ ins:urance business fJS defon,cd in 
-clause (11) of sect<ion 2 of tM lnsuranoe Act, 1938; 

( v) 'sec~trituM' includes stocks and sha!res . 

6. The profits rond gains of any business of in.~urance other than Zife, 
-ins~tratltC<! shall b.e taTum f<J bill the li.alance. .of the. profits disclose4 by i 11£1 
annual ta.ccounts, copies of which are required umder ~~ lnS'Urance Act, 1938, 
to be furnished 'to the Superintendent; of htsuranc.e, after tul,justing sueh. 
balance so as tio exclude from it any exp6:n&itur& other than exprmdit'IJ,re wlliicl~ 
may under the provisions of section 10 of tkis Act be allowed for in. cOinp!tt
ing the profits and gami of a business. Profif!8 and losses on the. realisation 
of investments, and dep1·uiation omd oq>pruiation of .I'M wlue of investmetnlt$ 
9hall be dealt witJt as provided in rulie. 3 for the busimess of life insumnoe. 

7. Tke profits and gains of compa?Ws carrying on dividing society or 
assessment buainess shall be taken to be 15 per cent. of the premium income 
of tke pret!iotw year, or lin the casil< of non-re9ident companies 15 per cent:. 
of the British Indi.aml prenuium income of the previous year. 

8. The profits and gai"'l.~ of the Brii~sh Indian branO/IJe.~ of an ins-uramce 
compmty not resident in British lndi4, in the absence of more !"'iiable data, 
may be deemed to be ~ proportion of the :total world income of the company 
oorrespmwling to the proportion which its Briilish lndiam. prernMinn. inooJMJ 
bears i10 its total premium incmne. · FOf' the p!trpose of thist JI'Ule

1 
t~ totlal 

world income of life insumnce cu.mpaafliit;s not re.'Jident lin BritiSh India whose 
profits are periodioolly ascertained by acl'uarial valuation slwll be compute4 till 
th.e manner laid dw;n in these rules for the computation of tke profit~! and 
g11ins of life insurance busitl{;ss carried tm in Bn'tisk ln.tia. 

9. 7'hese rules apply to th.e as.~essment of the profits of tmy b!JS'in.es11 of 
t!\Surance oar1'itd on by a mutuol insurance company. 



APPENDIX A. 

THE INDIAN INCOME-TAX (AMENDMENT) ACT, 1939. 

PART II. 

85. .After setction 5 of the sOlid Act the following section shall 
be inserted, na;me!y:-

5-A.. (1) The Central Goverrvment shall appoint an .Appellate 
Tribunal consisting of. not more. than ten 

The Appellate Tribunal. persons to exercise the functions conferred on 
the . .Appellate Tribunal by this Act. 

(2) The .Appe~late Tribunal shall consist of an e.qual number 
of judicial members ana acr;ountant members as hereinafter defined. 

(3) .A judicial member shall be a person who has exerciseti 
the powers of a District Judge or wlio possesses S'!UJh qualifications as 
are normally required for appointment to the post of District Judge•; 
and an accountant metnbe.r shall be a person who has, for a period of 
not less than six years, practised professionally as a registered 
.Accountant enrolle.d on the Register of Accountants maintained by the 
Central Govermnemt undler the Auditors Certificate Rules, 1932: 

Provided that the Central Government may appoint as an 
accountant member of the . Tribunal any person not possessing the 
qualifications required by this sub-section, if it is satisfied that he has 
qualifications and has had adequate experience. of a character which 
render 1vim suitable. for appointment to the Tribunal. · . . . 

( 4) The Central Government shall appoint a judicial member 
of the Tribunal to be president tliereof. 

(5) The powers and function's tJf the .Appellate! Tribunal may 
be exercised an~ discharged by Benches constituted from members of · 
the Tribunal by the president of the. Trib!bOOl. 

(6) A Bench sh'all consist of not less than two members of the, 
Tribunal, and shall be constituted so as to contain an equal number. 
of judicial members and acc01lh!tant members, or so that the 'YIIltmber, 
of members of one class does not exceed the number of membe>rs of· 
the other class by more than one. 

NOTES. 
The provision& of Part II (Section& 85 to 92) of the amending Aet do not eomo into

force ·tdmultaneously with Part I (sections 2 to 84) but are to eome into force not later 
tban two years from the date appointed for the eoming in'to foree of Part I, ( .,;.., 1d 
April. 193-• Nates, page 1,) as the Central Government may appoint. [B•• Gl6<> 
Notes nnder 80etion 5-A, page 22.]. 
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(7) If the members of a Bench rlliffer in opim,ion on any point 
the point shall be decided according to the opinion of the majority, if 
the.re is a majority; but if the members are equally divided, they shall 
state the point or points on which they differ, and the case shall be 
referred by the president of the Tribunal for hearing on such point 
or points by one. or more of the other members of tfi,e Tribunal, and 
such point or points shall be decided according to the opinion of the 
majority of the members of the Tribunal who have heard the case, 
including those who first hear~ it. 

(8) Subject to the. provisions of this Act, the Appellate Tri
b'l!nal shall have power to regulate its own procedure, and the proce
dure of Benches of the Tribunal in all matters arising out of the 
discharge of its functions, including the place at which the. Benches 
shall hold their sittings. 

Amendment of section 
28. 86. In section 28 of the. said Act,-

(a) in sub-section (1) and sub-section (2), for the words "or 
the Commissioner" the words "or tne Appellate Tribunal", and for 
the words "he may direct" the words "he or it may d-ire.ct" shall be 
substituted. 

(b) in sub-section (5), for the words "or a Commissioner who 
has made." the words "or the Appellate Tribunal on making" shall 
be substituted>. 

Omlaaion of oeetion 32. 

Appeals against order• 
of Appellate Aoaistant 
Commiaaioner. 

87. Section 32 of the said Act shall be 
omitted. 

88. For section 
following section 
namely:-

33 of the said Act the 
shall be substituted, 

.33. (1) Any asse.sse.e objecting to an order passed by · an 
Appellate Assistant Commissioner under section 28 or section 31 may 
appeal to the Appellate Tribunal within sixty days of the date on 
which he is served· with notice of such order. 

(2) The Commi.~sioner may, if he objects to any order passed 
by a11 Appellall' Assistant Commissioner under section 31, direct thtt 
[IICOniR.-tax Officer to ap11ea! to the Appellate Tn?mnal against such 
ordllr, ami sud1 appeal may be made~ a.t a·tly time before the expiry of 
sixt.IJ days from the date of the order . . 

(3) An appeal to the Appellate Tribunal shall be in the pres
cl·ibt>d. form and s1wll be t·erified· in the prescribed mafl.ller, a11d shall, 
e:rcetJt iff the rase of a11 appeal referred to m sub-sectio11 (2), btt 
accomJmNit>d b.IJ a fel' of 011e hundred rupees. 

( 4) T1te Appellafl' Tribtmal may, afte.r gidng both. parties to 
llte appt>al aft opport11nity of being 1teard, pass such. orders thereon 
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as it thinks fit, and shall communicate any such orders to the assessee. 
and to the Commissioner. 

( 5) Save as provider! in section 66 orders passed by the 
Appellate Tribunal on appe.al shall be final,. 

89. In section 35 of the said Act, sub-sections (2) and {3) shall 
· be re-numbered as sub-sections (3) and ( 4), 

35 
Amendment of seetion respectively, and th~ following shall be in-
. serted as sub-section {2), namely:-

(2) The provisions of sub-section (1) apply atso in like 
manner to the rectification of mistakes by the Appellate Tribunal. 

90. In section 37 of the said Act for the words "an& Commis
sioner" the words ",Commissioner ·and 

37~endment of seetion Appellate Tribunal" and for the words 
"or Commissioner" in clause> (c) the words 

",Commissioner or Appellate Tribunal'' shall be substituted. 

91. In sub-section (2) of section 48 of the said. Act, for the 
. words "The Appellate Assistant Commis-

Amendment of seehon . . th . f h . ll 
-48. swner tn e exerctse o ts appe ate powers 

or the Commissioner in the exercise of his 
appellate powe.rs or powers of revision" the words "The Appellate 
Assistant Commissioner or the Appellate Tribunal in the exercise of 
.tJ,eir appellate powers" shall be substitute,& 

Statement ot case by 
Appellate Tribunal to 92. In section 66 of the said Act-
lligh Court. 

(a) for sub-sections {1), (2), (3), (3-A), (4) an& (5), the1 fol
?-owin,q sub-sect~ons shall be. substituted, ·namely:-

{1) Within sixty days of the date upon which he is serve!l; 
with notice of an order undw sub-section {1) of section 33 th'e assessee 
'.or the Commissioner may, by application ·in the prescribed form, 
.accompanied where application is made by the assessee by a fee of 
.one hundred rupees, require the Ap'p!!llate Tribunal to refer to the. 
High Court any question of law arising out of sucJb order, and the 
Appellate Tribunal, shall within ninety days of the receipt of such 
.application draw up a statement of the case and refer it to the High 
Court: 

Provided that, if, in the exercise of its powers under sub-sec" 
;tion (2), the Appellate. Tribunal refu,ses to state a case which it ,has 
been required by the asseJSsee to state, the assessee may, within thirty 
days from the. date on which he receives notice of the refusal to state 
ih11 case, withrfiraw his application, and, if he does so, the fee paitl 
.shall be refunded. 

(2) If on a1111 application being m.ade under sub-section (1) 
th6 Appellate Tribunal refu,ses to state the case on the ground tha' 
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no que.stion of law arises, the assessee or the CommissioneAr, as the 
case may be, may, within six months from the date on wh:ich he is 
served with notice of the refusal, apply to the High Court, and the 
High Court may, if it is not satisfied of the correctne.ss of the deci
sion of the Appellate Tribunal, require the' Appellate Tribunal to 
.•tate the case and! to re.fer it, and on receipt of any such requisition 
the Appellate Tribunal shall state the case and refer it accordingly. 

(3) If on any application being made under sub-se.ction (1) 
the Appellate Tribunal rejects it on the ground that it is time-barred, 
the assessee o1· the Commissioner, as the case may be, may, within 
two months from the da:te on which he is servea with notice of the 
rejection, apply to the High Court, and the High Court, if it is not 
satisfied of the correctness of the Appellate Tribunal's decision, may 
require the Appellate Tribunal to treat the application as made 
'U'ithin the time allowed under sub-seJCtion (1). · 

(4) If the High Court is not satisfied that the statements in 
a case referred under this section are sufficient to enable. it to deter
mine the que.stion raised thereby, theJ Court may refer the case back 
to the Appellate Tribunal to make such additions thereto or altera
tions therein as the. Court may direct in that behalf. 

(5) The High Court upon the hearing of any such case shall 
decide the questions of law raised thereby and shall deliver its judg
m.ent thereon containing the grounds on which such decision is found
ed an~ shall send a copy of such judgment un-der the seal of the Court 
and the. signah1re of the Registrar to the Appellate Tribunal which 
shall pass such orders as are necessary ta dispose of the case 
conformably to such judgment. 

(b) i11 sub-section (6) the wordls 'on the application of an 
assessee' shall be. omitted. 

. (c) in sub-section (7-A), for the words brackets, figures and 
letter "unJelf" sub-section (3) or sub-section (3-.A) ", the words, 
brackets and figures "under sub-section (2) or sub-section (3)" shall 
be substituted. 



APPENDIX B. 

THE INDIAN FINANCE ACT, 1939· 

The following Act, which has been a.vented to by the Governor~General under the provi
sions of clause (b) of sub-section (I) of section 67-B of the Government of India Act, as set ·out in the 
Ninth Schedule to the Government of India Act, 1935, and bas been expressed to be made by the 
Governor-General under the provisions of sub-section (2) of the same section, is hereby published 
for general information :-

.An Act lo fot 1M du!J! on sail manufa&luTIIi in, "' import.d by land into, certain parts of British India, lo ""'7 
1M incidma and rat. of exci.r1 du!J!on khandsari sugar koiable under 1M Sugar (Exci.r• Du!J! ) Act, 1934-o 
tiJ vary certain dulies leviable under tJu Indian T ori!f Act, 1934-t to .fiK maximum ralls of poslag• undlr th6 
Indian Posl 0./fi<l Act, 1898, and to fot ralu 'If UI&OT1111-Iax and sup<r..laJ<. 

WHEREAS it is expedient to fix. the duty on salt manufactured in, or imported by land into, 
certain parts of British India, to vary the incidence and rate of excise duty on khantlsari sugar leviable 
under the Sugar (Excise Duty) Act, 1934, to vary the duty on raw cotton leviable under the Indian 
Tariff Act, 1934, to fix maximum rates of postage under the Indian Post Office Act, 1898, and to 
fix rates of income-tax and super-tax ; 

It is hereby enacted as follows :-

Short title and extent. 1. ( 1) This Act may be called THE INDIAN FINANCE 
Acr, 1939. 

(2) It extends to the whole of British India. 

* * * * * * * 
Income-tax and super-tax. 6. (1) Subject to the provisions of sub-section (2)-

(a) income-tax for the year beginning on the ut day of April, 1939, shall be charged at 
the rates specified in Part I of Schedule II, and . , 

(b) rates of super-tax for the year beginning on the ut day of April, 1939, shall, for the 
purposes of section 55 of the Indian Income-tax Act, 1922, be those specified in Part II of Schedule II. 

(2) In cases to which section 17 of the Indian Inconie-tax: Act, 1922, applies, the tax charge-
.able shall be determined in accordance with the provisions of that section with reference to the rates 
•pecified in Schedule II. 

(3) For the purpose of this section and of Schedule II, the expression u total iD:come '' 
means ~tal income as determined for the purposes of income-tax "or super-tax as the case may be, in 
accordance with the provisions of the Indian Income-tax Act, 1922. 

(4) Notwithstanding anything contained in sub..section (1) or sub-section (2), where more 
than half of the total income of any individual or Hindu~ undivided family consists of income from 
"Salaries, interest on securities or dividends in respect of which the individual or Hindu undivided 
family is deemed, under the provisions of section 49-B of the Indian Income-tax Act, 1922, to have 
paid income-tax imposed in British India, or consists of income falling under more than one of those 
heads-

1 

(a) income-tax for the year beginning on the ut day of April, 1939, shall be charged in 
respect of such total incomes at the rates of income-tax which were imposed for the year beginning 
on the ut day of April, 1938, in respect of incomes of ~dividuals. or Hindu undivided families, and 

(b) in cases in which super-tax has been deducted under the provisions of section 18 of the 
-said Act or would have been so deductible had the Indian Income-tax (Amendment) Act, 1939. 
<:ome into force on the ut day of April, I 938, the rates of super·taJr: for the year beginning on the ut 
day of April, 1939, shall, for the purposes of section 55 of the Indian Income-tax Act, 1922, be the 
rates ofsuper~tax which were imposed for the year beginning on the rst day of April, 1938, in respect 
of incomes of individuals or Hindu undivided families, as the case may be. 

(5) In respect of income to which sub-section (4) applies, the provisions of section 17 of 
the Indian Income-tax Act, 1922, shall apply to the assessment to be made for the year beginning 
on the ut day of April, 1939, as though the Indian Income-tax {Amendment) Act, 1939, had not 
been passed. 

* * * • * • • 
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SCHEDULE II. 
[Su section 6.] 

PART I. 
RATES OP INCOUEwTAXo 

A. In the case of every individual, Hindu undivided family, unregistered finn and other 
asoclation of penons not being a caoe to which paragraph B of this Part applies-

Rate. 
1. On the fi..nt Rs. 1,500 of total income 
2. On the next Rs. 3,500 of total income 
3· On the next Rs. 5,000 of total income 

4· On the next Rs. 5,000 of total income 

5· On the balance of total income 

Provided that-

Nil. 
Nine pies in the rupee. 
One anna and three pies in the 

rupee. 
Two annas in the rupee. 

Two annas and six pies in the 
rupee. 

{i) no income-tax shall be payable on a total income which does not exceed Rs. 2,000; 

(ii) the income-tax payable shall in no case exceed half the amount by which the total 
income exceeds Rs. 2,000. 

B. In the case of every company and local authority, and in every case in which, under 
1he provisions of the Indian Income-tax Act, 1922, income-tax is to be charged at the maximum 
rate-

Rate • 
On the whole of total income • . Two annas and six·pies in the rupee. 

PART II. 
RATES OP SUPBR .. TAX. 

A. In the case of every individual, Hindu undivided family, unregistered firm and other 
association of penona:, not being a case to which paragraph B of this part applies-

1. On the first Rs. 25,000 of total income 
2. On the next Rs. 1o,ooo of total income 
3· On the next Rs. 20,000 of total income 
4- On the next Rs. 70Jooo of total income 
5.· On the next Rs. 75,000 of total income 
6 On the next Rs. t,so,ooo of total income 
7·. On the next Rs.. 1,5o,ooo of total income 
8 On the balance of total income 

B. In the case of every company and local authority

On the whole of total income 

Rate. 
Krl 
One anna in the rupee. 
Two annas in the rupee. 
Three annas in the rupee. 
Four annas in the rupee. 
Five annas in the rupee. 
Six annas in the rupee. 
Seven annas in the rupee. 

Rate. 
•. One anna in the rupee. 



APPENDIX C. 

THE INDIAN FINANCE ACT, 1938. 

(Certified by Gov.,.,.or·G.,....Cil on 26tll Marah, 1988.) 

.dn .dut to /11.0 the duty on salt manufautured ini, or imvpofted by land mto, aertam pari, of 
BritiJth lndm, to fiz ~ rates of 1JOtll4ge W>der the Indmn Post Otflotl 
.A.ot, 1898, aAA to f/4; •rates of imcom~-taa: and super-taa;. 

WHEREAS it is expedient to fix the duty on salt manufactured in, or imported by 
land into, certain parts of British India, to fix maximum rate& of postage under the Indiatt 
Post Office Act VI of 1898, and to fix rates of income-tax and super-tax; 

It is hereby enacted as follows:-

1. (1) This Act may be eelled THE INDIAN FINANCE ACT, 1938. 

(2) It extends to the whole of British India, including Britioh BaluchiStan anci 
.the Sonthal Parganas. 

• • • • • • 
4. (1} Ineome·tax for the yeer beginning on the lot day of April, 1938, ohall bo 

.ebarged at rates applicable to the 'total income of each &88Cssee the same, and increased 
in eaeh ca&e by the same fraction of the amount of the rate, as for the year· beginning on 
the lot day of April 1937. 

(2) The rates of super-tax for the year beginning on the 1st day of April, 1938,. 
shall, for the purposes of section 55 of the Indian Income-tax Act, XI of 1922, be the 
same rates, increased in each ca.se by the same fraction of the amount ol the rate, a& for 
the year beginning on the lot day of April, 1937. 

(3) For the purposes of sub-section (1) "total income'' means total income u 
determined in accordance with the provision& of the Indian Ine.ome4ax Act, XI of 1922. 

RATES OF INCOME-TAX. 

(Increased £rl each ....., by onMwelfth of the ·amount of the rate.) 

A. In the ease of every individual, Hindu undivided family, unregistered drm an~ 
other association of individuals not being a registered firm or a company-

(1) When the total income is Rs. 2,000 or 
upward&, but is less than Ra. 5,00.0 .. Six pioo in the rupee • 

(2} When the total income i& Rs. 5,000 or 
upwards, but is less than Rs. 10,000. .. Nine pies in the rupee. 

(3) When the total income is Bs. 10,00.0 or 
upwards, but ia leas than Rs. 15,000 •• One anna in the rupee. 

(4} When the total income i& Rs. 15,000 or One anna and four piea in the 
upwards, but is less than Ba. 20,0.00 •• rupee. 

(5} When tl1e total income ia Rs. 20,000 or One anna and seven pies in the 
upwards, but is less than Rs. 30,000 •• rupee. 

(6} When the total income is B&. 30,000 or One anna and eleven pies in tho 
upwards, but is less tha.n Rs. 40,000 •• rupee. 

(7) When the total income is Rs. 40,000 or Two a.nnaa and one pie in the 
upwards, but iB leas than B.a. 1,001000. rupee. 

(8) When the total ineome i5 Bs. 1,00,000 Two annas and two pies in the 
or upwards rupee. 

B. In the ease of every company and register- Two annas and two pie& in the 
ed firm, whatever its total income rupee. 
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RATES OF SUPER-TAX. 

(Increased "' each ...., by OM-twelfth of the amount of the rat•.) 

In respeet of the excess over thirty thousand 
rupees of total income--

{1) in the case of every company-
( a) in reepeot of the 11ret twenty thousand 

rupee& of sueb excess Nil. 
(bl for every rupee of the. remainder of 

sueh excess · One anna in the rupee. 
(2) (a) in the caee of every. Hindu 1111divided 

family-

(i) in respect of the 1irat forty·five ·thousand 
rupees of such excess Nil. 

(ii) for every rupee of the next twenty-five One anna and three pies in the-
thousand rupees of r;ueh excess rupee. 

(b) in the case of every individual, Ulll'e
gistered flrm and other association of 
individuals not being a registered firm 
or a company-

(i) for every rupee of the tint twenty 
thousand rupees of such exces& 

(ii) for every rupee of the next 11tt;r 
thousand rupees of such excess 

(o) in the eaoe of every individual, Hindu 
undivided family, unregistered :firm and 
other association of individuals not be
ing a registered firm or a company-

Nine pies in the rupee. 
One anna and three pies 

rupee. 
in the-

(i) for !!JVery rupee of the next fifty thoueand One anna and nine piee in the
rupees of suCh excess · 

(ii) for every rupee of the next fifty thou
sand rupees of eueh e:z:ceaa 

(iii) for !!JVary rupee of the next 11fty 
thousand rupeea of auch uceu 

(iv) for every rupee of the next 1lfty 
thousand rupees of euch excess 

rupee. 

Two annas and three pies in the
rupee. 

Two annas and nine pies in the
rupee. 

Three annas and three piee in the 
rupee. 

(v) for every rupee of the next 11tty Three annas and nine piee in the
thousand rupees of such excess 

(vi) for every rupee of the next 11fty 
thousand rupeee of such exeeaa 

(vii) for !!JVery ropee of the next fifty 
thousand rupees of aueh uceaa 

(viii) for every rupee at the next 11fty 
thoueand rupeee of such exceee 

(U.) for every rupee of the next 1lfty 
thousand rupeea of aueh excess 

(z) for avery rupee at the remainder of 
aueh uoeee 

Z2 

rupee. 

FoUl' annaa and three piea in tho
rupee. 

Four 8.DD.8.& and nine pies 
rupee. 

Five annaa and three pi .. 
rupee. 

in the-

in the 

Five IUlll&ll and nine piee In th<t 
rupee. 

SU. annas and three piee in ~ 
rupee. 



.APPENDIX D. 

THE GOVERNMENT TRADING TAXATION ACT (III OF 1926). 
[1st April, 1926.] 

All Act ·fa MtermiM th• liDbili't!y of oorta>n Gov~ta to foa:ati<m "" Bri1i8h India "" 
f"espeat of trading operation& 

WHI!l&EAS it is expedient to determioe the liability ta ta:J:ation for the time beiog 
in force in British India of the Government of any part of His Majesty's Dominions, 
-exclosive of British India, in respect of any trade or business earried on by or on behalf 
·Of auch Government; It is hereby enacted as follows:-

Bhort title and com· 1. (1) This Act may be called THE GOVERN-
·mencement. MENT TRADING TAXATION ACT, 1926. 

(2) It shall come into foree on such date as the Governor-General in Council may, 
·by notification in the Gazette of India, appoint. 

2. {1) Where a trade or business of any kind is carried on by or on behalf of 
Liablity of certain the Government of any part of His Majesty's Dominions, 

·Governments to taxa.-- exclusive of British India, that Government shall, in reiJP&ct 
ti . t f trad of the trade or business and of all operations conneeted 

on m re_spec 0 • therewith, all property oecupied in British India and all 
ing operations. goods owued in British India for the purposes thereof, and 
all income arising in collDeetiou therewith, be liable-

(a} to tuation under the Indian Income-tax Ad;, 1922, in the same manner and to 
the same extent aa in the like ease a company would be liable; 

(b) to all other taxation for the time being "m force in British India in the same 
manner as in the like case any other persOll would be liable. 

(2) For the purposes of the levy and collection of income-tax under 'the Indian 
Income-tax Act, 1922, in accordance with the provision& of sub-section (1), any Govem
ment to which that sub-seetion applies shall be deemed to be a company wi'thin the mean
iog of that Act, and the provisione of that Act shall apply aecordiogly. 

(3) In this section the expression ''His Maje&ty's Dominions" includes any terri
tory whieh is under His Majesty's protection or in respect of which a manda'tB is . beiDg 
-exercised by the Government of any part of His Maje&ty 's. Dominions • 

. . 



APPENDIX E. 
T.IIE INDIA AND BURMA (INCOME-TAX RELIEF) ORDER, 1936. 

AT Ta& Coll!W AT BALM ()~!.AI.. 

T/1<1 26th day of Septermber, 1936. 

PRESENT:-Tn:m KINo's MosT ExomLLENT MA.JtSTY IN CouNCIL. 
WBE&EAS by section one hundred and :fif't:y·nine of the Governme:nt of India Aet, 1935 

(hereafter in this Order referred to a.a ''t.he India Act") and section one htlildre.d and thirty
six of the Government of Burma. Act, 1935 (hereafter in this Order referred to a& ''the 
Burma Act") Hia Majesty is empowered by Order in Council to make provision for the 
grant of relief from tax where the same income- is taxed or taxable both in India a.ud 
Burma: 

AND WHElU!lAS a draft of this Order has been laid before Parliament in accordance 
with the provisions of sub-section (1) of section three hundred and nine_ of the India Act 
and sub-section (1) of section one hundred and fifty-seven of the Burma Act, and an 
Addres&o has been presented to His Majesty by both Houses of Parliament praying that an 
Order may be made in tl1e terms of this Order: 

NOW, THEREFORE, His Majesty, in the exercise of the said powers and of all other 
powers enabling Him in that behalf, is pleaBed by a.nd with the advice of His Privy 
Council to order, and it is hereby ordered, as follow&:-

PART I. 
lNTROOOJ'O.OO&Y AND GENERAL. 

1. This Order may be cited as "THE INDIA AND BURMA (INCOME-TAX 
RELIEF) ORDER", 1936. 

2. The Interpretation Ae't, 1889, applies for the interpretation of this Order as it 
applies for the interpretation of an Act of Parliament. 

3. Any referent',e in this Order to, or to any provisionB of, 'the Indian Ineom&tax 
Act, 1922, shall be <>onstrued as a reference to that Act or those provisions aa for the time 
being in force in India, as for 'the time being in force in Burma or as for the time being 
in for<'e both in India and in Bunna, as the conte:x.t and the circumstances m.a.y require, 
or, if that Aet or those provisions have been repealed and re-enacted, either w:a."'th or with
out modifications, to the re-enacting Aet or provisions as in force as aforesaid. 

4. In this Order, uiueome-'tax," or "tax" in relation to India or Burma, meana 
income-tax payable in aceordnnee with the Indian Income-tax Act, 1922, and ineludea 
eupn·tax so payable; and other expressions have, exeept where the context otherwise 
l"E'quirl's, the same meanings. as in the Indian Ineome-tax A.ct, 1922. 

· 5. Reterenees in this Order t.o the rattt of tax ahall-
(a) in relation to India or Burma be eon:strued as references to a rate deter

ntint~<l by dividing the- amount of inrome-tax paid in India or Burma., u the ease may be, 
tor 'the yt>ar in t}uestion (b('fore dt>duetion of any nlief granted under seetion forty-nine 
of the Indian Ineome-tax Act, 1922, or under this Order) by the amount of thtl income on 
"·hit".b tax waa ehargt>d i 

(b) in relation t.o the United Kingdom, mean the appropriate rate of 
Kingdom iuromt>-tax for the year in question as defined for the purpoaea of 
twf'nty-8tven of the Finanee Ae't, 1920. 

United 
aeetioa 

6. Any J"efe.renN• in this Ordl'r to the lower of two rates shall,. where the rates are 
equal, be ronstruM as a rtft"l't'Dt.'f' to P~h('r of thme rates, and any r~rence in this Order 
to the two lowest of tbr('(" rat ... shall, where tlte thn>re rates are equal, be aonstrued as & 
rPferont."e to any two of them, and where two of the th'ree ratea are -equal and the third is 
leu. be t"nnatrued as a ft'ferent"e to the lo,vest rate and one- of the equal rates.. 

7. 'l'bia Ordc.>r shall have eft'et"!t with respet-t to the financial year begimrlng on the 
tlRtto of t.b\11 eomnu'nt"e-m~nt of Part Ill of the India At"t llll.d erery subsequent finaneial 
:yt'RI'! 

Pro\"idt'd ,hat if, Rt any time after tb~ expiration of threto years from the eom
mt-Dt"MU~nt. of Part Ill of tht!' India A~t, the Governor·Gf'nen.J. of India gives to the 
Governor of B\ll'wa, or the Governor of Burma gives to the Governor-Gene-ral of India, 
Doti.., ot Ilia dMire that tlli& Ord.,. ohall ..... to operate, the order IShall no& han elfeol; 
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with respect to any financial year subsequent to the financial ye,ar next following that 
during which the no'tice is given. 

PART II. 
RELIEI' IN INDIA, 

1. If any person who has paid Indian Ineome-ta.x: for any year on any part of bis
inoome proves to the Jmtisfaction of the: Income-tax Officer that he has paid for tha.'l: year 
Burman income-tax, or Burman income-tax and United Kingdom incomeJta::r., in res-pect 
of that part of his income, he shall be entitled to a refund of Indian t~ ealcula'bed on 
that part of his income at the appropriate. rate of relief. 

In this paragraph "appropriate rate of relie:f" means-
(a) in relation to income taxed in India and Burma and not in the United 

Kingdom, a rate bearing to 'the Indian rate of tax or the Burman rate of tax, wlticbe~ 
is the lower, the same proportion as the Indian rate of tax, bears to the sum of the Indian 
rate of 'tax and the Burman rate of tax; 

(b) in relation to income taxed in India, Burma and the United Kingdom, &· 
rate bearing to the difference between the to'tal rate at which be was entitled to, and· 
obtained, relief in the United Kingdom under section twenty-seven of 'the Finance Act, 
1920, in respect of that income, and the sum of the two lowest of the three rates of tax the· 
same proportion as the Indian rate of tax bears to th'e sum of lthe Indian rate of tax and 
the Burman rate of tax. 

2. No refund of tax shall be payable in India under section forty-nine of Jtbe 
Indian Income-tax Act, 1922, in respeet of any income wbieh is taxed under that Act in· 
Burma, and if any such refund is matle it shall be repaid. 

3. Any sum& repayable under the Jas't foregoing paragraph and any sums overpaid 
by way of refund under this Part of this Order shall be recoverable as if they were
arrears of income-tax. 

4. No income which an assessee proves to the satisfaction of the Income-tax 
Officer to have been charged in hi& hands to income-tax under 'the Indian Income-tax Actr 
1922, for any year preceding the commencE"ment of Part III of the India Act shall be
included in India in the assessment of his income for any subsequent year. 

5. In the provisions of the Indian Income-tax Act, 1922 (o'ther than the provi·
siong of section forty·nine thereof)-

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

(b) any refMence to section twen'ty-seven of the Finance Act, 1920, shall be
construed as including a reference to Part III of this Order; 

(c) any reference to the United Kingdom in felation to relief under the said 
section twenty-seven, or in relation to refunds under the SBid section forty-nine, shall be
construed as including a reference to Burma in relation to refunds under Part m of this. 
Ordex or this part of this Order, as the case may require. 

PART III. 

RELIEP' IN BURMA. 

1. If any person who has paid Burman incbm"e·tax: for any year on any part of 
his income proves to 'the satisfaction of the Income-tax O~c.er that he baa paid for that 
year Indian ineome-.ta:s:, or Indian income-tax and United Kingdom income..tax, in respect. 
of that part of his income, he shall be entitled to a refund of Burman tax calculated on 
tha't part of his income at the appropriate rate of relief. 

In this paragraph 1 'appropriate rate of relief,''· means--
(a) in relation to income taxed in Burma and India and not in the United King

dom, a rate bearing to the Burman rate of tax or 'the Indian rate of tax, whichever i& the 
lower, the same proportion as the Burman rate of tax bears to the sum of the Burman rat-J 
of tax and 'the Indian rate of "':ax; 

(b) in relation to income t'axed in Burma, India and the United Kingdom, a rate 
bearing to the difference between the total rate at which be was entitled to, and obtained, 
relief in the United Kingdom under section twenty·seven of the Finance Act, 1920, in 
respect of that income, and the sum of tho two lowe&t of the tthree rates of tu: the same 
proportion a.s the Burman rate of tax bears to the sum of the Burman rate of tax and the 
Indian rate of tax. 

2. No refund of tax shall be payable in Burma under section forty-nine of fbe 
Indian Income-tax Act, 1922, in reaped of a.ny income which ia taxed under that Act in 
India, and if any such refund is made it shall be repaid. 
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3. Any sums repayable under 'the last foregoing paragraph and any &ums over· 
paid by way of refund under this Part of this Order shall be recoverable as if they were 
.arrears of income-tax. 

4. No income which an assessee proves to the &atisfaetion of the Income-tax Offi.
cer to have been charged in his hands to income-tax under the Indian Income"-tax Aet, 
1922, for any year preceding the commencement of the Burma Act, shall be included iD 
~urma in the assessment of his ineome for any &ubsequent year. 

5. In the provisions of the Indian Income-tax Act, 1922 (o'tb.er than the provisiona 
-of section forty-nine thereof)-

(a) any reference to that Act or to section forty-nine thereof shall be eona'trued 
.a& including a referenee to this Part of this Order; 

(b) any reference to section twen'ty~seven of the Finance Act, 1920, shall be 
·COnstrued as including a reference to Part n of this Order; 

(o) any reference to the United Kingdom, in relation to relief under the said 
:11ection twenly-eeven or in relation to a refund under the said section forty~nine, eh.all be 
·~onstrued as including a reference to India in relation to refunds under Part n of this 
..Order or t.bis Part of this Order, as the case may require. 



APPENDIX F. 

THE INDIA, BURMA AND ADEN (TRANSITORY PROVISIONS) 
(TAXATION) ORDER, 1937. 

AT THE CoURT AT BUCKINGHAM PALACE. 

The 18th day of Marola, 1937. 

PRESr.NT:-'-TBE KING's MosT ExOELLENT :&C&JES'IIY IN CoUNCIL. 

WHEREAS by section three hundred and ten of the Government of India Act, 1935 
(hereafter in this Order referred to as "the India Act"), and by section one hundl·cd 
and fifty-six of the Govermnent of Burma Act., 1935 (hereaftN in this Order referred to 
as "the Burma Act") His Majesty in Council is empowered, for the purpose of faeilitating 
the transition from the provisions of the Government of India Act, to make temporary 
provision for the purpose of removing any difficulties arising in relation to tW.e said 
transition : 

AND WHER.EAS a draft of lhis Order has been laid befote Parliament in aecordanee 
wit11 the provisions of sub-section (1) of section three hundred and nine of the India Act 
and sub-section (1) of section one hundred and fifty-seven of the Burma Act, and au 
Address has been presented to His Majesty by both Houses of Parliament praying that aD 
order may be made in the terms of this Order; 

NOW, THEREFORE, His Majesty, in the exercise of the said poweu and of aU 
otht>r powers (•nabling him in that behalf, is pleased, by and with the advice of His 
Privy Council, to order, and it is hereby ordered, as follows:-

!. Thio Order may b<> eited as THE INDIA, BURMA AND ADEN (TRANSI
TORY PROVISIONS) (TAXATWN) ORDER, 1937. 

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

3. In 'this Order-
"sepS:ration" means the separation of Burma and Aden from India; 
11 the three countries'' means India, Burma and Aden; 
"Central taxation'' means all taxes, duties, cha·l'ges, fines and penalties payablct 

or about to become payable under, or in accordance with the provisions of, the Acts speci· 
'tied in the Schedule to this Order: 

"outstanding Central taxation" means Central taxatiQn which bad become pa:fable 
before separation, or which could have become payable before separation if the ex:istenee
and extent of the liability had been determined in time. 

4. (1) Separation &hall not affect- . • 
(a) the amount payable by any person in respect of outstanding Central taxation; 
(b) the e.mounts to be allowed, by way of drawbal'.k, refund, rebate, or credit in 

assessment, to any person in respeet of Central taxation pai.d, or ftreated as paid, before 
Reparation, or in respect of deposits made before separation as security for payment of 
Central taxation, or in respect of outstanding Central taxation paid after separation. 

(2) The said amounts shall remain or become payable, or, as the case may be,. 
be allowed, in the same places as if separation had not taken place, and the enactmentB 
relating to the assessment, demand and recol""ery of Central taxation shall, throughout the
Three countries, continue to apply, as nParly as may be, in relation to those amounts a& it 
there bad been no separation: 

Provided that any amount paid or allowed after separation shall be paid or allowed' 
for the benefit or at the expense of the Government of ihat one of those countries in which 
the plaee in which the amount first became payable or was allowed i& situated, and where 
any CJ.mount wllich became payable in one of the three countries is reeovered in another, 
any necessa1 y adjustments &hall be made between the revenues of those countries: 
accordingly. 

5. AfteJr separation the &ame consequences shall flow in each of tlte three countries 
from the stamping outside t.hat country of any document exe<'uted before separation, as 
would have flowed therefrom if there had been no separation. 
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SCHEDULE. 

The Indian Income-tax Act, 1922. 
The Sea Customs Act, 1878. 
The Land Customs Act, 1924. 
Th& Motor Spirit (Duties) Act, 1917. 
The Indiun Finance Act, 1922 • 

. The Silver (Excise Duty) Act, 1930. 
The Sugar (Ezcise Duty) Act, 1934. 
The Matches (Excise Duty) Act, 1934. 
The Mechaniool Lighters (Excisif Duty) Act, 1934. 
The Iron and Steel (Duties) Act, 1934. 

17[) 



APPENDIX G. 
NOTIFICATIONS. 

INCOME-TAX. 

' TM r8th Mtuch, 1939· 

WITHDRAWING CERTAIN EXEMPTIONS. 

No. 5.-In exercise of the powers conferred by sub-section (1) of section 6o of the Indian 
"Income-tax Act, 1922 (X.I of 1922), the Central Government is pleased to direct that the exemptions 
-granted by clauses (14), (15), (15-A) and (15-8) of paragraph (a) of the notification of the Govern
'nlent of India in the Finance Department, No. 878-F., dated the :zut March 1922, shall cease to 
1have effect in respect of allowances and salaries paid or drawn after the sut March, 1939. 

No. 6.-In exercise of the powers conferred by sub-section (1) of section 6o of the Indian 
Income-tax Act, 1922 (XI of 1922), the Central Government is pleased to direct that the exemP"' 
tion conferred by clause (I) of paragraph (b) of the notification of the Government of India in the 
Finance Department, No. 878-F., dated the 2ut March 1922, shall cease to have effect in respect of 
.interest paid after the gut March '939· 

COMMENCEMENT OF INCOME-TAX (AMENDMENT) ACT, VII OF 1939, 

No. 7.-In pursuance of sub-section (2) of section I of the Indian Income-tax (Amendment) 
Act, 1939 (VII of 1939), the Central Government is pleased to appoint the 1st day of April ,,39 
.as the date on which the said section and Part I, with the exception of sub-clauses (iii) and (iv) of 
.clause (b) of section I I, of the said Act, shall come into force . 

. . 
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.ABATEMENTS (Set AI.LOWANCE&-ExEMPTIONs). 

ACCOUNTANT 
Appearance by 
Definition of 

ACCOUNTING METHOD 
for calculating assessable income 

ACCOUNTING PERIOD (Su PREVIOus YEAR). 
for determining income 

Change of 

.ACCOUNTS 
Fresh assessment when failure to produce not wilful 
failure to produce 
Income-tax Officers• powers to call for 
Notice to produce 
Penalty for not producing 
Prosecution for not producing 
Restriction on liability to produce 

.ADMINISTRATOR-GENERAL 
Liability of-for tax due by beneficiary 

ADV A."'CES 
of salary by way of loan-taxable 

.AGENT 
appearance by 
assessable on behalf of non.residcntl 

of non· resident appointed by Officer 

AGRICULTURAL INCOME 
definition of 
exempt from taX 
exemption not applicable to income from abroad 
power of C.ntral Board of Revenue to make rules "'· ..,.._ 
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ALLOWANCES IN ASSESSING INCOME FROM BUSI
NESS, ETC.,-(Contd.) 

rent 
repairs to premises 
repairs to machinery, etc. 

ALLOWANCES IN ASSESSING INCOME FROM OTHER 
SOURCES 

admissible 
ALLOWANCES IN ASSESSING INCOME FROM PROPER-

TY (ADMISSIBLE) . 
annual charge 
collection charges 
imurance premium 
interest on capital borrowed 
interest on mortgage or charge 
land revenue 
repairs 
vacancy 

ALLOWANCES IN ASSESSING INCOME FROM SECURI
TIES (ADYISSIBLE) 

commission to banker 
interest on borrowed moneys 
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allowance for dead or weless 

ANNUAL VALUE 
of house property - defined 
of boWie property in owner's occupation 

APPELLATE TRIBUNAL 
constitution and powers 
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APPEARANCE 
before income-tax authorities 

APPELLATE POWERS 
of Assistant Commissioner 

not to be interfered with 

APPOINTMENT 
of Assistant Commissioners Appellate 

Inspecting 
of Commissionen 
of lncome~tax Officers 

ASSESSEE 
defined 
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representation of 

ASSESSMENT 
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Income-tax Officer 
confirmation of- on appeal 
enhancement by Assistant Commissioner 
fresh assessment on appeal 
How made . 
Income escaping reopening 
Non-residents 
on Administrator-General, etc. 
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shipping business 
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discontinued business 
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income from transfer of assets abroad 
insurance companies 
Partition of a Hindu joint family 
penons leaving British India 
regi.otered firms 
sales cum dividend of securities 
share-holden of companies 

Order of 
Place of 

ASSETS 
income arising from revocable tranafer of, 

' Transfer of- abroad 

ASSISTANT COMMISSIONER 
Appeal 

form of 
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hearing of 

Appellate 
Appointment of 
d<lined 
Has powen of Court 
Inspecting 
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Power of -to call for information 
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impose penalty foe concealment •• 
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ASSOCIATION OF PERSONS 
charged to tax 
if property owned by 
income of member--exempt 
& not ordinarily resident ' 
Principal officer of 
resident 
return of employees by 
service of notice on 

ASSURANCE 
(Stl INSURANCE). 

AUTHORITIES 
Income--tax 

AUTHORISED REPRESENTATIVE 
appearance by 

AVOIDANCE OF TAX 
by not distributing profits as dividends 
by revocable settlements and trusts 
by sales cum dividend of securities 
by transactions in securities 
by transfer of assets to wife or child 
by transfer of assets abroad 

BAD AND DOUBTFUL DEBTS 
allowance for 
in banking and money-lending business 

BALANCE SHEET 

INDEX. 

foreign income not to be deemed income only by reason of 
entty in 

BENEFICIARIES 
trustees assessable on behalf of and how 

BONUS OR COMMISSION 
paid to an employee 

BONUS SHARES 
distribution of 

BRITISHBALUCHISTAN 
application of Act to 

BRITISH SUBJECT 
income paid to - outside British India, when chargeable 
rate of tax on non-resident 

BUILDINGS . 
(Su ALLowANCES, DEoucnoNs FROM TAXABLE INCOME, Pao

PERTY). 

BUSINESS 
(Su ALLOWANCES IN ASSESSING INCOME FROM BUSINESS). 
Assessment on profits and gains 
branch - power of Income-tax Officer 
casual gains from - assessable 
change of ownership - liability of successor 
defined 
discontinuance of-appeal agaimt penalty 

assessment 

BUSINESS (ABROAD) 

business assessed before 1918 Act 
notice to be given by usessee 

profits and gains - when taxable 

BUSINESS CONNECTION IN BRITISH INDIA 
Non·residents having - taxable 
(Su NoN-RESIDENTS). 

SECTIONS. 

3· 55 
9 (3) 
'4 (2) (b) 
4-B ~c) 
• (12 
4 (A) (b) 
21 
63 

5 

•3-A 
16 (1) (c) 
44-F 
44-E 
!6 (3) 
44-D 

10 (•) (xi) 
10 (•) (xi) 

4 (•) Expln. 

10 (•). (x) 

• (6-A) 

I (2) 

7 (2) 
•7 

10 
64 (4) 
4 (3) vii) 
•6 (2) . (.~) 
30 fl 25 I 
•5 3) 
25 (2) 

4 (t), 
42 

42 
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75 
75 
75 
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INDEX. 

SECTIONS. 

BUSINESS EXPENSES 
(Su ALLowANCES, DEoucnoNs). 

BUSINESS PREMISES 
(Su ALLowANCES, DEDUCI'IoNS). 
annual value not taxable under head ' property • 

CANCELLATION OF ASSESSMENT 
on appeal 

CANCELLATION OF ORDER ENHANCING ASSESSMENT 
by Commissioner 

CANCELLATION OF ORDER IMPOSING PENALTY 
by Assistant Conunislioner 
by Commissioner 

CANCELLATION OF REGISTRATION OF FIRM 
CAPITAL, BORROWED 

subscriptions to Mutual Benefit Societies included in 
interest payable on -for investment in securities 

CASE STATED TO HIGH COURT, 
Statement of 

CASUAL RECEIPTS 
when exempt 

CENTRAL BOARD OF REVENUE 
All officen under the control of 
Defined 
functioru and powers 
power to appoint Assistant Commissioners 

direct to whom tax deducted at source should be 
paid 

declare a foreign association to be a company 
determine ' previous year , and to delegate such 

power 
determine place of assessment 
make ru1es 
prescribe mutual benefit societies 
prescribe penon who ahould make return of em

ployees 

CERTIFICATE 
of deduction of tax at source 
for tax paid in respect of dividends 
port clearance 

CESS 
allowance for 

CHANGE OF OWNERSHIP 
Recovery of tax 

CHARGES 
(S.. Au.ow.u<cas, Dl<ouanom). 

CHARGING SECTIONS 
lncome-QJt 
Super-tax 

CHARITABLE PURPOSE 
defined 
income from business carried on on behalf of a religious or 

charilable imtitution, wben-exempt 
inrome from property held fDI'-when e><empt 

CI\'IL COURTS 
juriscliction barred 
prohibited from summoning income-tax records 

COLLECTION CHARGES 
ollowano: fur 

9 (1) 

31 (3) 

32 (a) 

31 (3) 
32 (3) 

23 (4) 

10 (2) (iii) 
8 proviso 

66 (•) 

4 (3) (vii) 

5 (8) 
o (4-A) 
5· 6 
5 (6) 

.a (6) 
• (6) 

• <• I) 
64 <sl 
59 
10 (•) (iii) 

•• 
18 (g) 
20 
44-B 

10 (•) (ix) 

44 

g, 6, 42 
55 

4 <sl 
4 Csl (i-a) 
4 (3) (i) 

67 
54 (1) 

9 (1) (vi) 
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COLLECTION OF TAX 
{Su RECOVERY). 

COLLECTOR 
recovery of tax by 

OOEX. 

COMMENCEMENT OF BUSINESS, ETC. 
COMMISSION 

issue of 
included in salaries 
to partners - inadmissible as a deduction 

COMMISSIONER 
Appeals to- {Stt APPEAL5). 
Appellate powers of 
Appointment of 
Assistant Commissioners and Income-tax Officers subordinate 

to 
definition of 
Powers of revision 
Power to detennine place of .assessment .. 
Power to direct recovery of arrears of income-tax like munici-

pal tax, etc. 
Power to direct that powers of Appellate Commissioner & In

come-tax Officer shall be exercised by the Commissioner 
and Inspecting Assistant Comrni.!sioner 

proceedings before - are judicial proceedings 

COMPANY 
charged to tax 
charged at flat rate 
defined 
individual members of- can be assessed directly 
Inspection of registers of 
in which public are substantially interested 
payment of income-tax by-deemed payment by shareholder. 
preparation and submission of annual returns of income .. 
preparation and submission of annual returns of salaries .. 
principal officer-to furnish certificates of deduction of in-

come-tax to shareholders 
Relief granted to company-deemed relief granted to share-

holder · 
Undistributed income of 
when resident 
when 11 ordinarily resident" 

COMPOSITION OF OFFENCES 

CONCEALMENT OF INCOME 
peoalty for 
appeal against 
prosecution for 

CONTRIBUTIONS 
t& provident fund 
to superannuation fund 

COURTS CIVIL 
jurisdiction barred 
Receiver appointed by-taxable 
(Su also HioH CoURTII). 

COURT OF WARDS 
chargeable to tax 

DEBENTURE-HOLDERS 

. . 

register of -power to inspect .. 
prosecution for refusing to allow inspection of .. 

DECEASED PERSONS 
assessment on income of 

PAGE. 

46 {2) 118 

2 {11) {c) 6 

37 {c) g6 
7{ 1) 26 
10 {+) {b) 37 
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49-C 126 
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SECTIONS. PAGE. 

DEDUCTION FROM TAXABLE INCOME 
admissiblea (Su .ALLOWANCES, ExEMPTIONS). 

to ~4l (c) 38 contributions to a provident fund or other fund 
ceu, rate or tax levied on profits .. 19 4 37 
interest on borrowed capital from which tax is not deducted. 9 29 

10 (2) (iii), 33,· 
.. (2l 4' 

interest, salary, commission paid to a partner 10 ~4 ~b) 37 
penonal expenses of the assessee 10 2) xii), 36, 

12 (2) 4' 
salary payable outside British India to (4) (a) 37 

DEDUCTION OF TAX AT SOURCE 
arrears of tax-deduction from salaries 

46 ~5l ng 
certificate for ,a 9 s6 
certificate-prosecution for failure to fumish 5' (bl 130 
credit given to assessee and treated u tax paid .a <s 54 
failure to deduct-liability for ,a i' 55 

prosecution for 5' a) 130 
from dividends .a ~-D) 54 
from interest other than interest on securities ta 3-Cl 53 

payable to non-residents ta (3·A 52 
on securities 18 (2-B) 51 

from salaries •8 (2) 50 
minimum amount-prescribing for 21 57 
omission to deduct 18 (4) 54 

direct levy '9 56 
recovery by other methods not barred ,a (Sl 55 
sums deducted included in total income .a (4 54 
to be paid to Government 18 (6) 55 

DEFAULT 
in [;ayment of tax-P.""alty 46 (•) n8 
lia ility in case of failure to deduct tax at source .a Fl 55 method of assessment in case of 23 4 61 
no appeal against levy of penalty unl<SJ tax paid 30 85 
pro~«ution for 51 130 

DEFINITIONS 
Accountant 6t (2) '5' Annual value 9 (2) 3' Agricultural income 2 (•) 2 
A...... 2 (2) 2 
Assistant Commissioner 2 (3) 2 
Business 2 (4) 2 
C'.eotral Board of Revenue 2 (4-A) 2 
Charitable purpose 

4 (3l ll 
· Commissioner 2 (~ 2 
ComJ::y 2 ( ) 2 Divi end 2 (6-A) 3 Dominion income--tax 
Finn 

49 (2) 124 

Partner 
2 (6-B) 4 

Partnenhip 216-B) 4 
• 6-~ 4 Income 2 6- ) 

Income-tax Practitioner 5 
Inspecting Assistant Commjuioo.er 6t (~ '5' 
Income-taX Officer • !6- ) 5 
Lawyer 

• 7) 5 
6J (2) '5' Magistrate 2 (a) 5 Penon • (9) 

sa Plant 10 (5) 
Prescribed 
Previous Y'!ar . t' 5 

a 11~ ~ Principal Officer • 12 
Public servant • (13) 7 Provid<nt fund~ 58-A 137 R<'gistered 6nn 2(14) .J, Supc-.rannuation fund sS Total income 
Uruqistel'cd6nn • i'~) i • lb) 
\\~rinen down value 10 (5) sa 



184 INDEX. 

SECTIONS. 
DEFERRED ANNUITY 

deductions towards - exempt 

DEMAND (Nones OF) 

DEPRECIATION 
(See ALLoWANCES, DEDUCTIONS, ETC,). 
allowance on-buildings, machinery, plant 

let on hire 
unabsorbed, carry forward of 

Total allowance shall not exceed original cost 

DISCLOSURE OF INFORMATION 
prosecution for--by public servant 

DISCONTINUANCE OF BUSINESS 
appealagahut~enton 
assessment on 
Liability of members for tax 
Limitation on-for claim!: 
penalty for failure to give notice of 
recovery of tax on 

DIVIDENDS 
Certificate for deduction of tax 

failure to furnish 
defined 
included in total income 
paid without British India 
returns by principal officer of payment of 
tax on-payment by company deemed payment by share

holder 
to be increased by tax paid 
Super-tax on-payable by shareholdu 

DOCUMENTS (Sit EVIDENCE) 

DOMINION INCOME-TAX RELIEF 

DOUBLE INCOME-TAX 
claim for relief after limitation 
relief in case of income paying 

where no provision for relief exists .. . 

DRAWINGS BY PARTNERS 
(Su DEDUCTIONS FROM TAXABLE INCOME). 

EMPLOYERS 
return of ewployees to be furnished by 

.. 
prosecution for failure to furnish 

EVIDENCE 
powers of income-tax authorities to summon persons and 

documents and to take evidence 

assessee to produce--in support of return 
prosecution for failure to produce 

EXEMPTIONS {Su ALLoWANCES, DEOUCTIONS, BTC.). 

accumulated balance in Provident Fund 
agricultural income 
casual and non~recurring receipts 
contributions to provident fund 

deferred annuity-payments for 
foreign income of person not ordinarily resident 
foreign income to the extent of Rs. 4t500 if not received 
from super~tax 
income oflocal authorities 

7 ( !) 

29 

10 (2) (vi) 
12 (3) 
10 {2) {vi-b) 
10 (2) (vi-c) 

54 {2) 

30 (!) 
25 
44 
25 (5) 
25 (2) 
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20 
5' (b) 
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!6 {2). 
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21 
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22 (4) 
23 {2) 
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INDEX. 

SscnoNs. 
EXEMPTIONS-(C.nld.) 

a charitable or religious institution 
recognised provident funds 
received as member of a Hindu undivided 

family 
included in total income 
interest on securities declared tax free. 
interest on securities held by provident fund 
insurance premia on life 
for fire insurance, etc. 

power of Govemor~General to exempt incomes 
share of income of association of penons 

in unregistered firm 
special allowances, etc. 

' superannuation funds-income of 

EXTENT OF ACT 

FALSE RETtntN BY ASSESSEE 
Consequence of (Su PENALTY, PROSECUTION). 

fALSE STATEMENT IN DECLARATION, ETC. 
penal offence 

FEES 
Salaries include 

FIDUCIARIES 
Liability of 
indemnification 

FIRE INSURANCE COMPANY 
assessment of 
premia deduction when allowed 

FIRM 

defined 
charged to tax 
when resident 
when 'not ordinarily resident ' 
cancellation of regiJtration of 
A!lsessment on 
Change in constitution of liability to tax for 
Applieation for registration 
Liability to tax of partnen on di.soontiniW\ce 
Disconunuance of, assessment 
Notices, how served on 
Tax not payable by partner of an unregistered firm on his share 

taxed m the hands of the firm •• 

FIRM, REGISTERED 

definition 
partnen and not firm to be ....-ed 
non-resident partner to be assessed on firm .. 
can cany forward loa unless apportioned between partnen •• 
Uruet off loss, to be apportioned between partnen .• 
Income-tax Officer may assess UIU"egistered Firm. u .. 
not ......able to super-tax (Parmen liable) 
rale of tax applicable to 
Registration of 
penalty for non-<listribution of income according to shares 

FIRM, UNREGISTERED 
(S.. UNR11G1Sl'II.IW> Pltul). 

FOREIGN ASSOCIATIOi\'S 

4 (3) (i·a) 
4 (3) (ix) 

14 {I) 
16 
8 proviso 
4 (3) (iv) 
'5 (1) 
9 {t) (iii) 
10 (2) (iv) 
6o 
14 (2) (b) 
14 (2) (a) 
4 (3) (vi) 
5B·R 

I (2) 

52 

7 (1) 

40, 41 
65 

Schedule 
9 (i)( iii) 
10 (2) (iv) 

2 (6·B) 
3 
4-A (b) 
4-B (c) 
•3 (4) 
23 (5) 
26 (1) 
26-A 
44 
25 
63 (2) 

14 (2) (a) 

• (14), o6-A 
•3 (5) (a) • • 
23~5) (a) Proviso ••• 
:114 2), Proviso •• 
•4 ( 1) Proviso 
•a (5) (b) 
55 
Finance Act 
o6-A 
.a <•l 

may be declan:cl oompanics a (6) 
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186 INDEX. 

FOREIGN INCOME 
agricultural income not exempt 
assessable on assessee if from a business controlled in or 

profession or vocation set up in India 
Resident and ordinary resident 
if brought into or received from British India .. 
if not brought first 4-500 exempt .. 
for 1939-40, bolh accrued and remiued not to be taxed (only 

lhe greater) .. 
remitted by non-resident husband to resident wife to be deem

ed income of wife 
assessee not to be deemed in default of payment of_ tax unless 

laws on restriction on remittance is removed .. 
owner or charterer of ship residing out of British India-liability 
salaries paid outside British India when liable .. 

FURNITURE 
repain, allowance for 

GAZETIE OF INDIA 

notifications in, of appoinnnents of Commissioners, Assistant 
Commissioners or Income-tax Officers, by Central Board 
of Revenue 

notification of exemption, etc. 
notification of rules 
Notifications by the Central Board of Revenue 

GOVERNMENT, CENTRAL 
appointment of income-tax a authorities 

of Appellate tribunal 
power to make exemptions 

GOVERNMENT OFFICERS 
serving outside British India 

<GOVERNMENT OF INDIA SECURITIES 
income-tax payable on interest on, unless issued or declared 

SECTIONS. 

2 (1) 

4 (1) 
4 (1) 
4 (ll 
4 (1 

4 (1) 

4 (2) 

45 Prov. & Expln .• 
44-A to 44-C 
7 (2) 

10 (2} (v) 

5 (6) 
6o 
59 (4) (5) 
App.G 

5 (o}, (3} 
s-A 
6o 

1 (o) 
7 (2) 

tax free 8 
interest on, exempt from incometax and super-tax in certain 

cases (Ste ExEMPTIONs). 
interest on, super-tax payable on, including those free of 

income-tax . 8 Prov. 

GOVERNOR-GENERAL IN COUNCIL 
Rule making power of Central Board of Revenue, subjeot to 

control of 

GOVERNMENT OFFICE, RETURN OP EMPLOYBES 

GOVERNMENT OFFICER 
Indemnification for acts done in gOod faith 

GRATUITY 
included in term u salary , 
(Su ExaMPTJoNS). 

GROUND RENT 
(S• Au.OWANCI!S). 

GUARDIAN 
liability of, on behalf of wards 

indemnification of 
may be asked to furnish list of warda 

59 (1) 

21 

PAGE. 
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10 
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II 

.., 
105 
28 

33 

21 
149 
148 
176 

19 
22 

149 
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28 

28 

•9 

14,8 

57 

26 



!NDEX. 

HIGH COURT 
Reference-costs at discretion of Court 
statement of case on point of law to, by Commissioner of his 

own motion ... 
atatement of case on point of law to, by Commissioner on appli

cation by assessee 
statement of case on point oflaw to, by Appellate tribunal 
atatement of case on point of law to, application by assessee to 

direct Commissioner 
limitation period 

interest may be allowed on refund 
payment of tax not postponed pending decision of 
power of Central Board of Revenue to prescribe fee 
Reference by, to Commissioner 
Reference to, to be heard by beoch 
refusal of Com.missioner to state case, power of 
withdrawal of application by assessee to 

HINDU UNDIVIDED FAMILY 
assessment to super-tax 
charged to tax 
income received by member exempt 
Partition, assessment after 
II pCJ'SOD n includes 
life insurance premia, exemption 

not exempt for super-tax 

Notice to, how to be addressed 
share not included in total income 
when resident 
when ordinarily resident 

INCOME 
agricultural, exempt 
exemt>tion of agricultural, not applicable to foreign 
chargeable heads 
defined 
escaping assessment-re-assessment 

rate 
exempt calculation of tax 
foreign, when taxable 

from assets transferred to wife or child 
from a settlement or disposition of property 
from salaries 
of non-residents-rate of tax . "' 
of wife in a firm in which the husband is a partner 
penalty for con=iling particulan of 
Return of 
aet off of losses against 
to be computed according to the method of accounting 
total (S.. TOTAL INOO>m). 
total world (S• TOTAL WORLD INCO>m). 

INCOME-TAX 
authorities 
calculation to nearest anna 
deduction of {S. l>BoucnOH OP INCOIIB-TAX AT IOURCB) 
di=t levy of 
double. relief 
Dominion-relief 
State-relief 

11\:COME-T • ..X: OFFICER 
appointment of 
dctincd 
has no general powen of review 
hu tho powen of a Court 

• 

187 

SzcnoHS. PAGE. 

66 (6) 156 

66 (1) 15+ 

66 (•) 155 
App.A t62 

66 ~3l 155 
66 3 155 
66-A 157 

66 Fl 157 
66 7 157 
66 ~·> 157 
66 4) 156 
66-A 157 
66 (3) 155 
66 (2) Prov. 154 

55 134 
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14 (1) 43 
•s-A 77 
• (g) 5 
15 (2) 44 
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14 (1) 43 
4-A (b) 17 
4·B (b) t8 

4 (3) (viii) 13 
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6 •s 
• (6-C) 5 
34 go 
34 Prov. 94 
17 (2) 50 
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16 ~3l . 411 
16 1 (c) 46 
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19 ss 
4g 123 
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INCOME-TAX OFFICER-(Contd.) 
Inspection of registen of company 
Power to call for information 
power to allow change of previous year 
power to assess 

resident on profits of non-resident 
power to call for documents and evidence 

limitation of power 
power to call for return of beneficiaries 
power to cancel assessment when sufficient cause shown 
power to declare agent of non-resident 
power to declare principal officer of company 
power to determine basis for computation of income 
power to enquire profits of branch business 
power to extend time for return of income 
power to impose penalty 
power to impose penalty for default in payment of tax 
power to impose penalty for failure to distribute profits in 

accordance with partnership deed •. 
power to impose penalty for failure to give notice of discon-

tinuance 
power to inspect register of debenture-holders 
power to inspect share register of companies 
power to issue certificates of anears to Collector for recovery 
appeal against order of 
power to rectify mistakes 
power to require deduction of arrean of tax from salary 
proceedings before, are judicial proceedings 

INCOME-TAX RECORDS 
Civil Courts. not to summon 

INCREASE OF ASSESSMENT ON APPEAL 
(Su AssEss>w<r-ENHANCEMENT OF). 

INDEMNITY 
to Government officen, for acts done in good faith 

INDIVIDUAL 
charged to tax 
when not ordinarily resident 
when resident 

INDIAN INCOME-TAX 

meaning of expression 
rate of tax, meaning of 

INDIAN STATES 

British subjects in-assessable 
Double income-tax relief 

INFORMATION 
disclosure of, by public servant. · • . 
Commissioner's power to sanction prosecutton 

INSPECTING ASSISTANT COMMISSIONER 
appointment of 
defined 

INSURANCE 
Companies-assessment on 
premium exempt . 
premium paid in respect of buildings, machinery etc. 
premium paid to insure property 
Allowances (Su FIRE INSURANCE) 

lNSURANCE COMPANY 
Assessment of 

.. 

SECTIONS. PAGE .. 

39 ~ 38 
2 (11) (a) Prov. & 
23 61 

42 ~·l 102 
•• 4) 6o 
•• (4) 6<> 
38 (•) 97 
•7 81 
43 104 
• (12) 7 
13 Prov. 43 
64 (4) •54 .. (•) 5~ 
28 (1) 81 
46 (1) 118 

.a (•l 84 

•s (•) 75 
39 97 
39 97 
46 (2) 118 
30 (•) as 
35 94 
<!6 (sl 119 
37 g& 

54(.} 131 

6s 154 
67 •s8 

3 8 
4-B (a) .a 
4-A (a) 14 

49 (2) (a) 124 
49 (2) (b) 124 

7 (2) .a 
49-A 125 

54 (•) 131 
54 (1) 131 

S(~ 19 
• ( D) 5 

Schedule '59 
'5 44 
10 (2) (iv) B3 
9 (1) (iii) •9 

Schedule 159 



INTEREST ON SECURITIES 
Assessment of 

INDEX. 

Income-tax payable by Provincial Government on-when 
super-tax when payable 
when payable direet 
tax free securities included in total income 

INTEREST (See ALLowANCES) 
Certificate of deduction of tax on interest to be given 
for business loans 
for loans on property 
on borrowed capital for investment in securities 
on mortgages or charge on property 
on refund of tax as result of High Court reference 
Payment of--supply of information regarding 
provident fund societies securities 

JUDICIAL PROCEEDINGS 
Proceedings before Commissioner, Assistant Commissioner 

and Income-tax Officer are 

LAND REVENUE 
allowance for 

LEAVE ALLOWANCES 
paid in United Kingdom, exemption withdrawn 

LIFE INSURANCE COMPANIES 
method of assessment 

LIFE INSURANCE PREMIA 
(S• INliURANCE) 

Exemption of-paid by assessee. or husband or wife 
Exemption in case of Hindu Undivided family 
included in total income 
Limit of I/6 of total income 

UMITATION (SuAPPBAU, REFUNns) 
Computation of period for sec. 66 application 
on p~ings to recover tax 
Inapplicable, to non-residents for recovery of tax 
refunds 

LOANS-(IRRECOVERABLII:) s.. IIAD DBBTS 

LOCAL AUTHORITY 
Income paid by. established by Crown Representative, to 

British subject or servant of His Majesty in any pan of 
India, liable .• 

inrome of, exempt except from trade or business carried on 
outside its jurisdiction .. 

liable to income--tax 
liable to super--tax 

LOCAL RATES 
d<duction, inadmissible in astessing property uoed for busin<SS 

profession or vocation .• 
LOSSES 

set off or 
.,...,. ronvan~ or 
to be romputnl and notili<d 
or R.-gistered finn 
{S.. FWI IU!OIS1'£RBD) 

LUNATIC 
liabili<y or guanlim or trus

. ind•mnilicatioo 

M.\CHI:O:ERY, Pl.\NT OR FUR.'UTURE 
d~prec:iatioa on 
let 011 hire-allowana:s fw 
(S, Al.&.oWAilCU ,•c •t•) 
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MAGISTRATE 
defined 

MEDICAL RELIEF 
u charitable purpose, includes 

INDEX. 

MANAGING AGENCY, RENUNCIATION 
sharing of 

MARINE INSURANCE 
Companies, Assessment of 

METHOD OF ACCOUNTING 
Income to be computed according to, regularly employed •• 

MINORS 
Liability to tax through guardians 
Indemnification of guardians 

MONEYLENDING BUSINESS 
Allowance for irrecoverable loans ' actually written off' 

MOTOR INSURANCE 
(Su INSURANCE CoMPANIES) 

MUNICIPAL TAXES 
deductions of, inadmissible in assessing property 
on business premises, admissible in assessing business 

MUTUAL BENEFIT SOCIETIES 
subscriptions to, when treated as borrowed capital. 

NON-RESIDENTS 
agent of, who can be deemed and assessed 
arrears of tax when recoverable from assets of 
assessment on 
asset or source of income of non-resident in British India . , 
British subjects and persons in service of Crown in Indian 

States, assessable •. 
Business connection in British India, assessment of profit:!! and 

gains of non-resident from •• 
Business of, some operations carried outside British India only 

profits reasonably attributable to operations in British 
India-to be taxed .. 

Income accruing or arising or deemed to accrue or arise in 
British India taxable 

Interest paid to 
no allowance to be given unless tax deducted before pa)11lent 

Recovery of tax from agent of non-resident not to exceed certi- • 
ficate granted by the Income-tax Officer .. 

salaries of British subjects or servants of His Majesty paid in 
India outside British India when assessable .. 

Shipping companies-liable to tax for occasionally shipping 
, port clearance not to be granted until tax paid .. 
, profits and gains--determination of •• 

tax, rate of, applicable •• 
tax on salaries paid to a non-resident to be deducted at the 

time of payment 
tax on "interest" not being interest on securities paid to a 

non-resident to be deducted at the time of payment. 

NOTICE OF DEMAND 

NOTICE 
service of 
to produce accounts 
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NOT ORDINARILY RESIDENT 
when an individual ia 

a Hindu undivided family is 
a company etc. is 

OBSOLESCENCE 
allowance in respect of machinery, etc. 

OFFENCES AND PENALTIES 
compounding 
(Su PRoBEcurroN} 

OFFICIAL TRUSTEE 
lia hili ty to tax 
Indemnification o 

OTHER SOURCES 
Assessment of income from 

INDEX. 

(S11 ALLOWANCES, DEDUCTIONS FROM TAXABLE INCOD, 
ExEMPTIONS) 

OWNER 
(or) charterer of a ship residing outside India, liability of. 

PAID 
meaning of 

PARTNER 
defined 
Interest or salary paid to 
share of income of 
to be assessed directly if registered finn 
(Sn ALLOWANCES, DEDUCI'IONI PROM TAXABLE INCOME, 

fiRM, REGISTERED Fuu.l) 
Previous year-same as that of firm 

PARTNERSHIP 
SN 11 FIRM 11

, {FlR.M REGISTERBD) ETC. 
defined 

PENALTY 
(Su PROSECUTION) 
asseuee to be given notice before imposition 
for failure to deduct tax 
for failure to give notice of discontinuance of business 
for failure to furnish statement or parti.cu1an 

for non·payment of tax withilt time 
for non payment-appeal against .. 
for non..submission of return, failure to produce accounts con-

cealing income 

on registered firms .. 
unless approved by Inspecting Assistant Commissioner cannot 

be levied •. 
PENSION 

includro in salaries 
PERQUISITES 

includn:l in salaries 
. special, for specific purpose, when exempt 

PERSON 
includes Hindu Undivided family and a Local authority 

PLACE OF ASSESSMENT 
determination of 

PLANT 
includ('S \>ehides, boob, scientific apparatul, and surgical 

~uipm~nt 
(S• DEPR.I:ClATION AU.OWANCIIS .IN ASmSSlNO BOSINBSS) 

POOR 
~ o1; included in n charitable purpooos » 
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PRESCRIBED 
meaning of 

PREVIOUS YEAR 
defined 
assessee's option 

bDEx. 

cannot vary without Income-tax officer's pttm.ission 
power of Central Board of Revenue to declare 

PRINCIPAL OFFICER 
of company defined 
Certificate of payment of tax on profits to be furnished by 
prosecution for failure to furnish certificate 

, , 
return of employees 

return 

return of payment of dividends .. 
to deduct tax on receipt of direction from Income-tax officer 

may be deemed assessee for failure to deduct 
PRINCIPAL PLACE OF BUSINESS 

determination of 

PRIVATE EMPLOYER 
deduction of tax, by, from sa1aries 

PRIVY COUNCIL 
Appeal to 

PROCEEDINGS BEFORE INCOME-TAX AUTHORITIES 
Judicial 
Confidential 
Production of accounts (See Accot.TNTS) 

PROFESSIONAL ASSOCIATION CARRYING ON BUSI
NESS 

PROFESSION OR VOCATION 
Assessment on income from 
(See ALLoWANCES IN ASSESSING lNCOME FROM A B1JSINBSS1 PRo

FESSION OR VOCATION) 

PROPERTY 
(See ALLOWANCES IN AS:tESSING JNCOME FROM PROPERTY) 
Assessment on income from 
" Annual value " of defined 
limit of ten per cent. of total income 
Collection charges not to exceed prncribed maximum 
Vacancies, allowance for 

PROSECUTION 
compounding, proceedings re 
Exemption from 
of pub1ic servant . , 
failure to ded~ct and ~y tax und~r section 18 or 46 (5) .. ·. 
failure to furmsh a cernficate reqwred under sec. 18 (a) or 20 
failure to finish in due time returns under 19 A, 20 ~ 21, 

22 (2) or 38 
failure to produce accounts and documents required llDder 

•• (4) • . 11 • • 
failure to grant mspecbon or a ow cop1es as proVIded in · 

section 39 
for false statements 

PROVIDENT FUNDS-
according and withdrawal of recognition to 
Accounts of recognised 
amounts paid from 
Annual accretion to the employee 
Deduction of tax 
Exemption of accumulated balances to the credit of the 

employees 
Exemption of contributions to 
Exemptions, Scope of 
Income received by trustees on behalf of- exempt 
Intere5t on securities of 
Recognition-Condition for 
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INDEX:. 

PROVIDENT Fl)ND8-)Cotlld.) 
Contributionl.'to-is included in total income 

definition of 
limit of I /6th of total income 
Newly recognised 
power to make rules regarding 

PUBLIC SERVANT 
defmed 
disclosure of information by, prosecution 

!'UBL!C UTILITY 
Objects of, included, in u charitable purposes , 

RATE OF TAX, INDIAN, meaning of 
appropriate rate of United Kingdom incomeMtax 
charge at average rate of tax in certain cases 

charge at rate applicable to estimated income 

RATES OF TAX 
charge at rates of tax imposed by the Finance Act 
Step system of-Finance Act 1938 

,.. 
' 

Slab system of-Finance Act 1939 .. 
Company or Local authority chargeable at maximum rate of 

income-tax 

REASSESSMENT 
of income escaping assessment 
time limit for 

RECEIPT 
to be given f0t' tax paid 

RECEIPTS, CASUAL 
when exempt 

RECEIVER 
assessment on 
indemniftcation of 

RECORDS, INCOME-TAX 

Civil Court not to call for 

RECOVERY OF PENALTIES 

RECOVERY OF TAX 
penalty for default 
of super-.tax 
dt'duction of laX from salary 
deduction at source, no bar tu other methods of 
limitation for 

from non-resi.denb 

non-rnidents, rn:o~ry from a.aets uf •• 
not to be treated in default if n:minance prohibited by laws 

of foreign COWl try • • 
pcntli.ng stateml!nt to High Court •• 
pi'OCI."t'dings to be commenced for, within one year of last day 

of fina.ndal ~ar 
suspension of~ pending appeal discretional 
tax. when payable 

~ECTIFICATION OF MISTAKES 
........, 10 be bean! if euahaucemcut ia nwle 

~ 
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194 INDEX. 

REFERENCE (Su HIGH CoURT) 
Costs on 
High Court directing 
refund of deposit 
to be heard by a bench 
to High Court 

REFUNDS 
Appeal against refusal to grant 
Dominion lncome·tax 
General 
may be set off against tax 
Relief from United Kingdom In~me-tax 
Refund to share-holder 
Relief from double taxation 
reduction of assessment by High Court 
time limit for applying 
to admini5trator, executor etc. 
to executor, administrator etc. 

REGISTERED FIRM 
carry forward of losses 
defined 
profits not distributed according to shares 

· set off of loss 
tax payable by-shall not be determined 
(See FIRM, REGISTERBD) 

RELIEF 
from double taxation 
time Jimit for applying 
to administrator, executor etc. 
(Set " ALLowANCES, DEDUCTIONS PROK TAXABLE INCOME, 

DouBLE INCOME-TAX ExEMPTIONS RuuNDS) 

RELIEF 
medical, included in charitable purposes 
of poor, included in charitable purposes 

RELIGIOUS OR CHARITABLE INSTITUTIONS 
Exemption 

REMI"ITANCES 
received by wife from non-resident husband wife-taxable 
of foreign profits assessable 

RENTAL VALUE (See PROPERTY, ANNUAL VALUE) 

RENT 
paid-allowable as a deduction 

REPAIRS 
To premises used for business profession or vocation 
to building machinery etc. 

RESIDENCE 
of an individual 
a Hindu undivided family etc. 
of a company 

RESIDENT 
assessable to income-tax 
Temporary resident assessability of 

RETURN OF EMPLOYEES 
prosecution for failure to furnish 

RETURN OF INCOME 
forfeiture of right of appeal 
penalty for failure to submit. . 
prosecution for false declarallon or statement m 
Revised 
submission after notice 
Voluntary submission of 

. . 
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INDEX. 

REVIEW 
Income-tax officer has no general power of 
of assessment by commissioner 

RULES 
power to make generally 
regarding Provident Fund 

SALARIES 
assessment of 
include advances by way of loan 
includes amounts paid on termination of service .. 
paid outside British India, in India .. 
Provident Funds, recognised, interpretation of, for purposes 

of 

SECURITIES (Se1 DEDUCTION or INCOME-TAX, EXEMPTIONs, 
INTEREST, REFUNDS) 

Avoidance of tax by transactions in 
for purposes of sections 44:-E, 44-F 
interest on tax-free secunties included in total income 
includes u stocks and shares u 

SERVICE OF NOTICES 
SETTLEMENT OR DISPOSITION 

' definition 
· income from to be in~uded in total income 

revocable 

SET OFF (S" AI.LOWANCB!) 

of losses 

SHARE-HOLDER (See DiviDEND) 

SHIPPING OCCASIONAL 
asseosability 
port clearance not to be granted until tax paid 
profits and gains how to be computed 

STATEMENTS TO BE FURNISHED 
List of Employees 
Liat of share-holders 
Interest paid to penons 
Returru 

STAY OF PROSECUTION BY 
Inspecting A.sWtant Commissioner 

SUCCESSION 
to a business 

SUCCESSOR LIABLE TO PAY TAX 

SUITS 
Bar of 

SUPERANNUATION FUNDS 
approval and withdrawal of approval 
Conditions for approval of 
Dn.iuction of tax 
Exemption from tax of 
particulan to be furnished reganling 
repaid contributions 

SUPER-TAX 
chargt" to 
Drdut'tion at Soul"CC' (Sif DEilucrtONS OP TA XAT !OURCI!:) 

• .._ Deduction wt salaries 
DnJuclion on salaries paid to non-resident 
Deduction on dividends oC non..rc:sidents 
Dc:ductiOD OD interest DOt bciDg cc interest on securities ., 
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SUPER-TAX-(Contd.) 
Exemptions to (See ExEMPTIONs) 
Firms registered not assessable as firm 

INDEX. 

Hindu Undivided Family taxed to, as individual 
Hindu Undivided family, member's shar.e, not taxable to 
on total income 
partners liable 
payable by assessee 
rates fixed by Finance Act 
recovery of 
total income defined 
unregistered firm liable as individual 

SUSPENSION OF COLLECTION 
(Su RECOVERY OF TAX) 

TAX 
(See ALLOWANCES, DEDUCTION FROM TAX1 DOUBLE INCOME-TAX) 
collected as arrears of land revenue 
deducted at source 
determination of amount of 
payable on total income 
payable by the assessee 
penalty for non-payment of 
rate of--on non-residents 
rate of-when part of income exempt 
Recovery of 
Refunds and reliefs 

TOTAL INCOME 
defined 
tax payable on 
of a resident 
income included in 
for super-tax 

TOTAL WORLD INCOME 
defined 

TRANSFER OF ASSETS ABROAD 
Assessment on income from 

TRUSTEE 
Assessment on 
Indemnification of 
may be called on to furnish list of beneficiaries 
(Su 0FPICIAL TRUSTEE) 

UNDISTRIBUTED INCOME OF COMPANIES 

UNITED KINGDOM INCOME-TAX 
meaning of 
relief in respect of double taxation 

UNREGISTERED FIRM 
carry f01ward of losses 
defined 
may be treated as a registered firm 
set off of losses 
share income of partner--exempt 
super .. tax on partner's share of income 

VACANCIES 
allowance for 

WRITTEN DOWN VALUE 
defmed 
depreciation allowed on 

SECJ'XONS. 
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LATEST AMENDMENTS 

FINAL 

Rule. page. 
2 

3 
6 

ii 

19 xvii 

'' In Rule 2, after the words • shall be signed by all the 
partners', the word • personally' shall be inserted". 

· .. In the note to Form I annexe<! to Rule 3, in Rule 6 and. 
in the note to the Form annexed to Rule 6, after 
the word ' signed' the word ' personally' shall be 
inserted". 

"l{ule 19 shall be re-numbered as sub-section (1) of 
that rule and after the sub-rule so re-numbered the 
following sub-rule shall be inserted, viz:-
(2) The declaration appended to the form prescribed 

by sub- rule ( 1) shall be signed· 
(a) in the case of an individual by the individual 

himself; 
(b) in the case of a Hindu undivided family by the 

Manager or Karla; 
(c) in the case of a company or local authority by the 

principal officer; 
(d) in the case of a firm by a partner; and 
(c) in the case of any other association by a member 

of the association". 

DRAF"r 

R141r. Pagr. 
6 For paragraph 2 of the Form set out in Rule 6 of the 

said Rules, the following paragraph shall be 
substituted, namely:-

" 2. The I~.struttt~~t~-P~rtne.':s::_h~ipL-:-:c===-::::-:-::-.:o-
Certified copy of the Instrument of partnership 

was registered by the Income-tax Officer for 
the Province of on the 
of 19 , and we hereby certify 
that the constitution of the firm and the individual 

. . Instrument of 
shares of the partners as specified m the certified copy 

partnership 
of the I ns:-t r=u==m=e=n= :t:-:o7f1P5a~r::.t::n::e::rs;-;h'=i::p 
so registered on remain unaltered." 



vi 

19. xxiii. Fo1· the note below the declaration appended to the Form of 
Return set out in sub-rule (I) of Rule 19 of the said 
rules the following note shall be substituted, name!),

"Note.-The alternatives which are not requirtu in 
the declaration should be scored out The declaration 
shall be signed-

( a) in the case of an individual by the indi
vidual himself; 

(b) fn the case of a Hindu undivided family 
by the Manager or Karla; 

(c) in the case of a company or local authority 
by the Principal Officer; 

(d) in the ca>e of a finn by a partner; 
• and · 

(e) in the case of any other association by a 
member of the association. 

The signatory should satisfy himself that the return 
is correct and complete in every respect before 
signing the verification. 

42 IV. For Rule 42, the following rule shall be substituted 
namely:-

" 42. A return shall be furnished by" the principal 
officer of a company under section 19-A in respect of a 
dividend or aggregate dividends if the amount thereof 
exceeds one rupee in the case of a shareholder which 
is a company and in respect of a dividend or aggregate 
dividends if the amount thereof exceeds Rs. 5,000 in 
the case of any other shareholder". 

43 iv For the Certificate appended to the Form of Return under 
Section 19-A sd forth in Rule 43, the following shall 
be substituted, namely:-

"1, the principal officer of the Company, 
hereby certify that the above statement contains 
a complete list of: 

(I) the residentfnoncresident shareholders 
which are companies and to whom a dividend 
was distributed in the period from the 
1st April19 , to the 3l~t March 19 , and 

(2) othe1 resident/non resident shareholders 
of the Company to whom a dividend or 
aggregate dividends exceeding Rs. 5,000 was 
or were distributed in the period from the 
1st April19 , to the 3fst March 19 " 



THE INDIAN INCOME-TAX RULES. 

BOARD OF INLAND REVENUE. 

In exercise of the powers conferred by section 59 of the Indian Income· 
tax Act, 1922 (XI of 1922), the Board of Inland Revenue has made the 
following rules, namely:-

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

R. 2. Any firm constituted under an Instrument of Partnership specify· 
ing the individual shares of the partners may, under the provisions of 
section 26-A of the Indian Income-tax Act, 1922, (hereinafter in these 
rules referred to as the .Act), register with the Income-tax Officer, the 
particulars contained in the said Instrument on application made in this 
behalf. 

Such application shall be signed by all the partners and shaJI be made

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

(b) if no part of the income of the firm has been assessed for any 
year under section 23 of the Act, before the income of the 
firm is assessed under section 34 of the Act, or 

(c) with the permission of the Appellate Assistant Commissioner 
hearing an appeal under section 30 of the Act, before the 
assessment is confinned, reduced, enhanced or annulled, or 

(d) if the Appellate Assistant Commissioner sets aside the assess
ment and directs the Income-tax Officer to make a fresh 
assessment, before such fresh assessment is made. 

R. 3. The application referred to in Rule 2 shall be made in the form 
annexed to this rule and shall be accompanied by the original Instrument 
of Partnership under which the firm is constituted, together with a copy 
thereof; provided that if the Income-tax Officer is satisfied that for some 
sufficient reason the original Instnment cannot conveniently be produced, 
he may accept a copy of it certified in writing by all the partners to be a 
correct copy. and in such a case the application shall be accompanied by 
a duplicate copy. 
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FORM I. 
Form of application for registrat-ion of a firm under section 26-A of the 

Indian Income-tax Act, 1922. 

To 
The Income-tax Officer, 

....................... 0 ............... o- 0 •••• 0 

Dated· 19 

.. Income-tax year 19 119 
1. We • . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . beg to apply for 

the registration of our .firm under section 26-A of the Indian Income-tax 
Act, 1922, for the assessment for the income-tax year -19 119 . 

'2. The original I a certified . copy of the Instrument of Partnership 
under which the firm is constituted specifying the individual shares. of the 

a copy 
partners, together with is enclosed. The prescribed 

. . . a duplicate copy 
particulars are given in the Schedule below. 

3. ·We do hereby certify that the profits (or loss if any) of the previous 
year were divided or credited as shown in Section B of the Schedule and 
that the. infOrmation given above .arid in the attached Schedule is correct. 

(Signatures) 
(Address). 

NoTE.-This applicatio~ must be signed by all the partners in the firm 
as constituted at the date on which the application is made. 

SCHEDULE. 

' ' 
,(•) (1) (2) 

Share in 
Date of InterC!It on· Salary or the balance 

N ame of_'partner. Adaress. acb:nittance capital or commission of profits Remarks 
loam &om firm. 

.. , 
/i . ' I ' 

to partner- (or loss) 

r 

shill'·· (if any.).. (annas and 
pies in the 

rupee). 

• 5 6 r 7 

. (A) Particulars of the firm as constituted at the date of this appli-
. . cation. 

(B) Par~iculars of the apport<on'!"enll of the income, p~ofits, or 
. gmn.s (or loss,) of th, busmess, prof~ssion or vocation in 

the previous JIM' betwaen the partners who in that previous 
. yeQr were entitl~i, tQ share in such. income, pro fits or gains 
(or loss). 
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. NOTE.-(!) If the interest, salary and (or). ~<?D1rnissi9n is p_ayable (or allowable) 
only if there are sufficient profits available this fact should be noted by marking the 
items in the appropriate columns with the letter "R". (In other cases the interest,. 
salary and (or) commission- may exceed· the total profits so as to leave a balance of 
net loss divisible in column 6.) 

(Z) If any partner is entitled to shard in profits but is not liable to bear a 
similar proportion of any losses this fact should be indicated by putting against his 
share in column 6 the let~e.r. ~~~ .~' 

R. 4. ( 1 ). If, on receipt of. the .application referr.ed to in Rule 3, the 
Income-tax Officer is satisfied that there is a firm in· existence constituted 
as shown in the instrument of partnership and that the application has been 
properly made, he shall enter in writing at the foot of 'the instrument or 
certified copy, as the case may be, a certificate in the fallowing form, 
namely:- , ... . ... . . . . . , , 

instrument of P.artnership 
"This has this day been 

. certified copy of an instrument of partnership 
registered· with me, the Income-tax Officer for ............................. . 
. . . . . . . . . . . . . . . . in the province of ...•............ undet section 26-A 

of the Indian Income-tax Act, 1922, and this certificate of registration shall 
have effect for the assessment for the year ending on the 31st day of 
March, 19 ". · · · · · · · · 

. (Z) If the Incc!>me-tax Officer is not so satisfied, he shall pass aii 
order in writing refusing to recognise the instrument of partnership or 
the certified copy thereof, and furnish a copy of such order to tlie appli-

• I ' . . • • 

cants . 

. ( 3) The certificate referred to in paragTaph ( 1). abOve· shall .be 
signed by the Income-tax Officer, who shall thereupon return to the app'!i::, 
cants the Instrument of Partnership or the certified copy thereof, as the ~:ase. 
may be, and shall retain. the copy or the duplicate copy thereof. 

R. 5. The certificate of registration granted under Rule 4 shall have 
effect only for the assessment to be made for the year mentioned·. therein •. 

R. 6. Any firm to, whom a certificate o( registration has been granted 
under Rule 4 may apply to the lucerne-tax Officer to have the certificate 
of registration renewed for a subsequent. year.· Such application shall be 
signed by all the partners of the firm and accompanied by a certificate in 
the' form set out below. The application• shall be niade within. the time 
and subject to the conditions~ if any, which. are specified iJr elause· (a). 
clause (b), clause (c), or clause (d) as the case may be, of Rule 2. 

Form of applicatioK for tlie Renewal of Regisfl'ation of a· firm under 
Sl'ChoK 26-A of tht Indion bu:ome-tas Act, 1922. 
ro 

The Income-tax Officer, ................................ 
Dated .• ............ 19 

Asstssmlltt ftw the Income-tas y.ear •• :_., •••••••••••• ~ •••••• 19 •• (19 
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1. We , . . . . . . . . • . . . . . . . . . . . . beg to apply for the renewal of the 
registration of our firm under section 26-A of the Indian Income-tax Act, 
1922, for the assessment for the Income-tax year 19 • ·I 19 .. 

instrument of partnership 
2. The----------------- was registered 

certified copY. of the instrument of partnership 
by the Income-tax Officer for ...................... in the province of 
•..•...•.....•....•••..• on the ......•............• of .... : ... 19 ..... 
;md we hereby certify that the constitution of the firm as specified in the 

instrument of partnership 
~-------------------------so register-

certified copy of the instrument of partnership 
ed on ....•..............•....•........ remains unaltered. 

(Signatures) 
(Address) . 

. Non;.-This application must be signed by all the partners in the firm. 
. . 'R-,.6-A. On receipt of an application _under Rule 6 the Income-tax 

Officer may, if he is satisfied that the application is in order, grant to the 
issessee a· certi6cate signed· and dated by him in ·the following form:-

"The registration of the firm of .. : ...... · ..... , ... granted on ..... . 
• . . . . . . . . . . . . . . . is renewed by me ;md will remain effective for the assess
men( for the year ending on the 21st day of March 19. . ." 
": 'If the :ritcome-tax Officer is not so satisfied, he shall pass ;m order in 
W'tithtg~ refusiilg to renew the registration of the firm. 

R. 6-B. In the event of the Income-tax Officer being satisfied that the dirtificate granted under Rule 4 ·or under Rule 6-A has been obtained 
without there being a ·genuine firm in existence he may cancel the certificate 
so 'granted. 

R. 7. Under section 9 ·(1) ·(vi) of the Act, the sum to be allowed in 
respect of .collection charges shall not exceed 6 per cent. ·of the annual value 
of the .property. 

· -R;. g, .. An allowance under section 10 (2) (vi) of the Act in respect of 
depreciation of buildings, machinery, plant or furniture shall be made in 
accord;mce with the following statement:-

~~ . . . 

. {l1..,. of. bpildings, ·machinery, plant or. furniture. 1- . Rate, Remarb. 

Percentage· 
on prime 

cost. 

2t •Double these rates 
may be allowed for 

r. Buildings•- · · 
( 1) First cl.,. substantial buildings of selected ma- • 

~- · · terials. · 
(2) Buildings ofless substantial construction . -.. . 
(3) Purely temporary erections such as wooden 

structures. 

c.-.~ .. \.: ..... 

5 . buildings used in 
10 indwtries which 

cause special deterio
ration, such as 

I 
chemical works, soap 
and candle worb, . _ =:nes~ls, and 
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Cla.u of buildings, machinery, plant or fumiture. f Rate. 

2. Machinery, Plant or Furniture
General rate 

Special rates are sanctioned as under in the following 
cues:-

A. Plant and machinery used in-
( 1) Flour Mills, Rice Mills, Bone Mills, Sugar 

Works, Distilleries, Ice Factories, Aerat
ing Gas Factories, Match Factories 

(•) Paper Mills, Strawboard Mills, Ship Build· 
ing and Engineering Works, Iron and 
Brass Foundries, Aluminium Factories, 
Electrical Engineering Works, Motor 
Car Repairing Works, Galvanizing 
Works, Patent Stone Works, Oil Ex
tractio!! Factories, Chemical Worb, 
Soap and Candle works, Lime Works, 
Saw Mills, Dyeing and Bleaching 
Worb, Cement Works wing rotary 
kilns, Rod Mills 

(3) Brick manufacture, tile-making industry, the 
manufacture of (a) vegetable ghee, (b) op
tical instruments, (c) coke and (d) con· 
crete pipes, glass factories, Telephone 
Comparucs, Mines and Quarries, Wire 
and Nail making Mills 

B. Furniture and Plant in hotels and Boarding houses 

C. (1) Comptometers, Typewriters, Tubewell bor
ing plant, concrete pile driving machines. 

(•) Sewing and knitting ma<:hincs employed in 
hosiery factories .. 

(g) Sewing machines for canvas or leather •• 
(.4.) Motor cars wed soldy for the purpose of busi-

ness •• 
(5) Indigenous sugarcane crushers (Kohlua or 

Belans) .. 
(6) Moulds used in the manufacture of concrete 

pipes • •• 
'(7) Motor taxis. motor lorries and motor buses •• 
(8) Ropeway ropes and trestle sheaves and con· 

nected parts 

D. Ropeway structures-

l'l Trestle and station steel work 
a Driving and tension gearing 
s Carrion 

E. Salt Worb-
(1) Machinery, plant, locomotives, wagons and 

rolling stock •• 
(o) Tugs, barges, motor la.unch and Boating plant 
(s) Genenl plant and machinery used in engineer-

ing sbops •. 

Percentage 
on prime 

cost. 

5 

7t 

10 

10 

'5 

'5 

16 
00 

25 

10 

7t 

Remarb. 

The special rates for 
electrical machinery 
specified hereinafter 
may be ·adopted, at 
the option of. the 
assessee for that por
tion of the machj ... 
nery. 
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Class of buildings, machillery, plant or. furniture. 

(4) Reservoirs, condensers, salt pans, delivery chan
nels and piers, if constructed of masonry, 
concrete, cement, asphalt or similar mate
rials 

Non.-Repain to earth works of the same kind 
. will be allowed as revenue expenditure. 

(5) Pien, quays and jetties constructed entirely or 
mainly of steel . 

(6) Piers, quays and jetties constructed entirely or 
mainly of wood. • . 

(7) Pipe lines for conveying brine if constructed of 
masonry, concrete, cement, asphalt, or 
similar materials 

3• Electrical Machinery-
(a) Batteries •. 
(b) Other electrical machinery, including electrical 

generators, motors (other than tramway 
motors), switchgear and instruments, 
transformers and other stationery plant 
and wiring and fittings of electric light 
and fan installations 

d) Overhead cables and wires •• !C) Underground cables an.d wires •• 

•) X-Ray and Electro-therapeutic apparatus and 
accessories thereto . . . 

(f) Silk Manufacturing-Weaving Machinery 
worked by electric motors including wind
ing machines, twisting frames, doubling 
machine, pim winding machine, warping 
machine, looms, stentering machine 
and hydro-extractor 

{g) Air-conditioning machinery .. 
(h) Machinery used in the production of cinemato-

graph films, namely :- .. 
Recording equipment, Reproducing equipment, 

Developmg machines, Printing machines, 
Editing machines, synchroniscn and stu
dio ligba. 

+ Hydro-Electric concerns-
Hydraulic works, pipe lines, sluices, and all other 

items not otherwise provided for in thiJ 
statement 

~· Electric Tramways-Permanent way-
( a) Not exceeding so,ooo car miles per mile of 

track per annum •. 
(b) Exceeding 5o,ooo aod not exceeding 75,000 ~ar 

miles per mile of track per annum .. 
(e) Exceeding ?s,ooo and not exceeding 1,2s,ooo 

· car miles per mile of track pet annum 
Can-car tracks, car bodies, electrical .equipment 

and moton 
General plaot, machinery and tools 

Mineral Oil concerru-
A. Refincries-

~~l :a: movers (s Process plant 

Rate. 

· Percentage 
on prime 

cost. 

.. 

5 

5 

10 

10 

15 

20 

15 

6f 

7i 
8i 

7 
5 

10 

5 
10 

(R. 8 

Remarks. 
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Class of buildings, machinery, plant or furniture. 

B.I/l i~~il~::;=tio.,._ 
2 Prime movers 
3 Process plant · 

Except for the following item>- . 
( 1) Below ground · .. 
(2) Above ground-

( a) Portable boilers, drilling 19<>1s, wellbe.ad tank, 
rigs, etc. 

(c Pipe lines-
(b& .Storage tanks 

IJ Fixed boilers 
~ai) Prime moven 

(1ii) Pipe line 
7· Ships-

{t) Ocean-
(•~ Steam 
(b Sail or tog .. 

(•) nland-
(a) Steamers (over 100ft. in length) .. 
(b) Steamen including cargo lauocbes (too ft. in 

length and under) . • . 

!
e) Tug boats , • 
J) Iron or steel boat for cargo, etc. . ~ 

ill 
Wooden cargo boats up to 50 tons capacity . . 

( Wooden cargo boats over 50 tons capacity , . 
Motor launchea .. 
Speed boats• •. 

8. Mines and Quarries-

ill Railway sidingt (9cluding rails) •• 
o Shafts •• 
S lnclinest •• 
4 Tramwaya on the surfaoet (Ollcluding rails) , • 

g. Aeroplanes-

11 A · es 
f 
'l Aircraft 
S A~ographic appuatul 

Rate. 

Percentage 
on prime 
cost. 

10 

,i 
100 

10 
7i 
10 

5 
4 

5 

6 
7i 
5 

10 

7t 
10 
15 

5 
s 
~ 

10 

Remarks. 

.II Speed Boats , 
means a motor•, 
driven boat with a 
high speed internal 
combustion engine 
capable of propel
ling the boat at a 
speed exceeding 15 
miles per hour in 
still water and so 
designed that when 
running at •peed it 
will planc--s.1., ita 
bow will rise from 
the wate:r. 

tDepreciation on rails 
used for tramways 
and sidings, and In 
incline~ where the 
rails are the pro
perty of the assessee, 
is allowed at 10 per 
cent. under item a 
above (plant used 
in connection with 
Minco and Quarries} 
in addition to any 
dep~arion all~ 
anoe on the COlt of 
CODStrudinf{ the 
tramwaya mdings or 
inclines. 
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R. 8-A, 9 and 9-A deleted. 

R. 10. All sums deducted in accordance with the provisions of 
section 18 of the Act shall be paid-

( a) in the case of deduction by or on behalf of Government on the 
same day ; and 

(b) in all other cases within one week from the date of such deduc
tion or the date of receipt of the chalan by the person making the deduc
tion, as the case may be: 

Provided that in cases falling under (b) the Income-tax Officer may, 
in special cases, and with the approval of the Inspecting Assistant· Com
missioner, permit an employer to pay the income-tax and super-tax deducted 
from any income chargeable under the head "Salaries" quarterly on June 
15th, September 15th, December 15th and MarCh 15th. 

R. 10-A. The prescribed rate of exchange for the calculation of the 
value in rupees of any income chargeable under the head "Salaries" which 
is payable to the assessee out of India in sterling by or on behalf of Go
vernment shall be 1s. 6d. per rupee. 

R. 11. ( 1) In the case of income chargeable under the head "Salaries" 
where deduction is not made by or on behalf of Government, the person 
making the <\eduction shall forthwith send to the Income-tax Officer within 
whose jurisdiction the deduction is made (or where there is more than one 
Income-tax Officer having jurisdiction in the same area to the Income-tax 
Officer specified by the Commissioner of Income-tax) a statement giving 
the following particulars:-

1. Name of employee. 
2. Amount of salary (or wages) 12aid during the month. 
3. Leave salary or allowance, if any, paid in the United ·Kingdom 

or in a Colony. 
4. Date of payment. 
5. Period for which the salary (or wages) was paid. 
6. House-rent allowance paid. 
7. Value of rent free quarters. 
8. Bonus, Gratuity, fees, commissions, perquisites, or other allow

ances, profits in lie1,1 of or in addition to salary, payments at or in connec
tion wiih the termination of the employment, .advances of salary and all 
other sums paid which are chargeable to income-tax (full details showing 
amount, date of payment and period for which due are to be given for 
each item separately). 

9. Salary, honus and all other 'st.ims, which were due to be paid 
during the month but were not actually paid (full details showing the 
amount, due date, period for which the amount was payable to be given for 
each separately). 

10. Estimated total yearly income under the head "Salaries". 
11. Average rate of income-tax. 
12. Average rate of super-tax. 
13. Yearly amounts paid. or deducted in respect of provident or 

superannuation or other funds and life insurance premiums (with details); 



R 12] RULES. ix 

14. Net amount upon which tax has been deducted during the 
month. 

15. Amount of income-tax deducted during the month. 
16. Amount of super-tax deducted during the month. 

(2) In cases where the trustees of an approved Superannuation 
Fund repay any contributions to an employee during his lifetime but not 
at or in connection with the termination of his employment they shall 
forthwith send to the Income-tax Officer specified in sub-rule (1) a state· 
ment giving the following particulars:-

1. Name and address of the employee. 
2. The period for which the employee has contributed to the Super

annuation Fund. 
3. The amount of contributions repaid

( a) Principal. 
(b) Interest. 

4. The average rate of deduction of income-tax during the pre.
ceding three years. 

5. Amount of income-tax deducted on re-payment. 
(:l) The statements referred to in sub-rules (1) and (2) shall be 

drawn up in separate sections one for each place where the employees are 
stationed and an additional extract of those sections relating to employees 
who are residing outside the jurisdiction of the Income-tax Officer refer
red to above shall also be sent with the statement. 

( 4) The person responsible for making the deduction, or the trustees, 
as the case may be, shall pay the amount of tax so deducted to the credit 
of the Central Government by remitting it within the time prescribed in 
Rule 10 into the Government Treasury or office of the Reserve Bank of 
India or of the Imperial Bank of India accompanied by an Income-tax 
chalan, blank copies of which shall be supplied by the Income-tax Officer 
for the purpose; provided that on receipt of the above-mentioned statement 
the Income-tax Officer may, if so expressly requested and if satisfied that 
there is sufficient ground for the request, himself have the necessary chalan 
prepared and forwarded to the person concerned, who shall thereupon 
pay the amount to the credit of the Central Government in the manner 
above described. 

R. 12. In the case of any income chargeable under the head "Interest 
on Securities" the person responsible for paying the interest shall at the 
time of deduction send to the Income-tax Officer concerned a statement 
~howing the following particulars:-

( i) Name and address of the recipient 
( ii) Description of securities. 

(iii) Numbers of securities. 
( iv) Dates of securities. 
(v) Amounts of securities. 

(vi) Period for which interest is drawn. 
(vii) Amount of interest, and 
(viii) Amount of tax. 
2 
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R. 12-A. The person making deductions in accordance with sub
sections (3-A), (3-B), (3-C), (3-D) and (3-El) of section 18 shall at 
the time of deduction send to the Income-tax Officer concerned a state
ment showing the following particulars:-

1. Name and address of the non-resident on whose behalf the tax 
is deducted. 

2. The date of payment and in the case of dividend the date of 
the declaration of the dividend by the company. 

3. The nature of payment. 
4. The amount paid:-

[ ( i) in the case of interest the rate per cent. per annum, the period 
for which the interest has been paid and the amount on which the interest 
has been computed.] 

[ ( ii) in the case of dividend the gross amount before deducting 
income-tax along with the basis of the com12utation of the gross amount]. 

5. The amount of income-tax deducted. 
6. The amount of super-tax deducted. 

R. 12-B. On receipt of the statements prescribed in Rules 12 and 
12-A, the Income-tax Officer shall without delay prepare the necessary 
chalan and send it to the person responsible for making the deduction who 
shall pay the amount to the credit of the Central Government by remitting 
it into the Government Treasury, or Office of the Reserve Bank of India 
'Or of the Imperial Bank of India as the case may be within the time limit 
specified in Rule 10; provided that where deduction is made by or on 
behalf of Government the amount shall be credited within the time and 
in the manner aforesaid without production of a chalan. 

R. 13. The certificate to be furnished under section 18 (9) of the Act 
by any person paying interest chargeable to income-tax on any security 
of the Central Government or of a Provincial Go.vernment shall be in the 
following form:-
Draft No.1 

Certified that Rs. being income-tax at 
the rate of pies per rupee has been deducted by draft of this date 
from Rs. being the amount of interest · 
for Rs. on• for Rs. standing 
in the name of for Rs . 

............ 193 .. 

Superintendent tW Principal 0 fficer. 
To be signed by' claimant. 

I hereby declare that the securities on which interest as above specified 
has been received were my own property and were in the possession of 

at the time when income-tax was deducted. 
Signature. 

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

1 This number also appears in the interest cages on the back of the Securities. 
• Name of Security. 
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· R. 13-A. The certificate1 to be furnished under section 18 (9) of the 
Act by the person paying any interest on debentures or other securities 
for money issued by or on behalf of a local authority or a company shall 
be in the following form :- · 

Name of Local Authority/Company. 
Address. 
To• 
N arne and address of payee.• 

I/W e hereby certify that Rs. being income-tax at the rate 
of pies per rupee has been deducted from Rs. being the 
amount of interest at the rate of per cent. per annum 
due• on debentures Nos. of 
Rs. each of the' and that it has been or will, within 
the prescribed period, be paid by mejus to the Central Government at 

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

193 . 

(To be signed by claimant.) 
I hereby declare that the securities on which interest as above specified 

has been received, were my own property and were in the possession of 
at the time when income-tax was deducted. 

Signature. 
Date. 

(N.B.-The securities to he produced when required in support of any claim.) 

R. 13-B. The certificate to be furnished under section 18 (9) of the Act 
by the person paying any interest not being "interest on securities" or any 
other sum chargeable under the provis.ions of the Act shall be in the 
following form:-

Name of person making payment. 
Nature 9f payment. 
Address:-

To. 
Name and address of payee. 
I/We hereby certify that Rupees 

income-tax at the rate of 
Rupees being super-tax 
have been deducted from Rupees 

being 
pies per rupee and 

at the rate a,pplicable 
being the amount 

1 In the case of bearer debentures or boods a certificate under aection 18 (9) 
shall only be given if the recipient of the interest declares the name and address of 
the real owner of the security at the time· of receiving the interest. 

• Name and address of the owner of oecurity should he given here. In the case 
of bearer debentures or bonds, these particulars are to be given as declared by the 
payee concerned. 

• To he eompleted only in the case of bearer debentures or bonds. 
• The date on which interest is payable. 
• Here enter the name of the local authority or the company. 
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paid on 1at the rate of per cent. per annum 
for the period• 
of Rupees• 

computed on the amount 

Signature of person making payment. 

R. 13-C. The certificate to be furnisned under section 18 (9) of the 
Act by the person paying any dividend on shares registered in the Reserve 
Bank of India shall be in the following form: -

Name of person paying dividend. 
Address. 
To. 
Name of payee. 

I hereby certify that Rs. being income-tax at the rate of 
pies per rupee has been deducted from Rs. being the amount 
of dividend at the rate of per cent. per annum due• on 
shares of Rs. and that it has been or will, within the pre-
scribed period, be paid by the Bank to the Central Government at 

Governor, 
Reserve Bank of India. 

193 . 
(To be signed by claimant.) 

I hereby declare that the shares on which dividend as above specified 
has been received, were my own property and were in the possession of 

at the time when income-tax was deducted. 
Signature. 
Date. 

(N.B.-Tho share·oertificatea to be produced when required In !llllpport of 8liJ' 
claim.) 

R. 14. The certificate to be furnished by the principal officer of a com-
pany under section 20 shall be in the following form:- . 

(Name of Company). · 
(Address of Company.) 
Date. · 

Warrant for Rs. (in words and figures or, if the certificate is crossed 
by an entry in words stating that the amount of dividend is under the next 
multiple of Rs. 50 above that amount, in figures only) , being 
dividend' at the rate of Rs. (in words and figures) per share 
for the' /the period £rom to during 
the year ending on the day of . 19 • 

on• shares in this Company, registered 

1 This applies to payment of interest only. 
• Here specify the period for which interest has been paid 
& Here state the amount on which interest has been computed. 
• Here specify the date on which dividend is payable. 
• Or dividend and bonus. 
e Year or half-year, as the case may be. 
T f;lere enter whether free of income-tax or not. 
e Here enter number and description of shares. 
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during the said period/on (Date) 
This dividend was declared 
held on the • 

RULES. 

iri the name of 
at the1 

193 . 

xiii 

meeting 

1/W e hereby certify that incolne-ta:x on the entire/such part as is liable 
to be charged to Indian Income-tax of the profits and gains of the Company, 
of which this dividend forms a part, has been, or will be duly J?.aid by 
me;us to the Government of India. 

Signature. 

Date. 

(To be signed by the claimant.) 

I hereby certify that the dividend above mentioned relates to shares 
which were my own property at the time when the dividend was declared/ 
during the period from to jon (Date) and were in 
the J?.OSSession of 

Signature. 

Date. 

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

(a) Civil Audit Officers for all gazetted officers and others who draw 
their pay from audit offices on separate bills; and also for all 
pensioners who draw their P.ensions from audit offices. 

(b) Treasury officers for all gazetted officers and others who draw 
their pay from treasuries on separate bills without counter
signature; and also for all J?.ensioners who draw their pen-
sions from treasuries. · 

(c) Heads of Civil or Military offices for all non-gazetted officers 
whose pay is drawn on establishment bills or on bills counter
signed by the head of office. 

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

( t )'Head postmasters for ( i) themselves, their gazetted subordi
nates and the establishments of which the establishment pay 
bills are prepared by them and ( ii) gazetted supervising and 
controlling officers of whose headquarters J?.OSt office they are 
in charge and (iii) pensioners drawing their pensions through 
post offices; Head Record Oerks, Railway Mail Service, for 
themselves and all the staff whose pay is drawn in their estab
lishment pay bills; the Disbursing Officers in the case of the 
Administrative and the Audit offices. 

• Here specify number and natu"" of meeting. 
• Here enter date. 
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(f) Controllers o-f Military Accounts (including Divisinnal Military 
Supply, Marine, Field and War Controllers) for all gazetted 
military officers under their audit. 

(g) Disbursing officers in the Military Works Department for them
selves, and thei~ establishments. 

(h) Chief Accounts officers or Chief Auditors of Railways concern
ed for all railway employees under their audit. 

R. 16. The minimum income under the head "Salaries" referred to in 
section 21 (a), shall be Rs. 1,60() per annum. 

R. 17. The return to be delivered to the Income-tax Officer under sec
tion 21 of the Indian Income-tax Aet, 1922, to be made within thirty days 
hom the 31st day of March in each· year by the prescribed person in the 
case of every Government office, and the principal officer or the prescribed 
person in the case of every local authority, company or other public body or, 
association and every private employer shall be made and verified in the 
following form:-
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R. 18. The manner of Ilublication under sub-section ( 1) of section 
22 other than publication in the press shall be as follows:-

On or before the 1st May in each year, a notice, in the form set out in 
rule 18-A, or as near thereto as may be, requiring every person whose income 
exceeds the maximum amount which is not chargeable to income-tax, to 
furnish a return of his total income and total world income during the pre· 
vious year in the prescribed form and verified in the prescribed manner 
shall be affixed to the notice board of the Income-tax Officer's office and 
(with the consent of the Provincial Government where such consent is 
necessary and has been obtained) of as many of the following offices or 
Courts situated within the Income-tax Officer's jurisdiction as may be prac· 
ticable:-

1. All Head Post Offices and Sub-Post Offices. 
2. Courts of the District Judges, Subordinate Judges, Civil Judges 

and District Munsiffs. 
3. Offices of the District Collectors, Deputy Commissioners, Divisi

onal and Sub-Divisional Officers, Tahsildars, Mamlatdars and Mukhtiar
kars. 

R. 18-A. The notice referred to in sub-section ( 1) of section 22 shall 
be in the following form:-

NOTICE. 
INCOME-TAX. 

Return of total income and of total world income of the previo.u y.ear 
for assessment in the yef1!1' commencing on the 1st April, 19 . 

· In pursuance of sub-section ( 1) of section 22 of the Indian Income· 
tax Act, 1922 (XI of 1922), notice is hereby given to EVERY PERSON 
whose total income during the previous year exceeded the maximum amount 
not chargeable .to Income-tax to furnish within sixty days fro.m the date 
of this Notice a return in the Ilrescribed form and verified in the prescribed 
manner setting forth (along with such other particulars ;jS are required by 
the said form) his total income and total world income during that year. 

A copy of the prescribed form will be supplied free of charge to any 
person who, for the purpose of complying with this notice, applies at my 
office. 

Penalty.-Any person who fails without re11sonable cause to furnish 
the return required by this notice, or fails without reasonable cause to fur- . 
nish it within the time allowed or in the manner required is liable under 
section 28 of the said Act to a penalty not exceeding one and a half times 
any tax payable by him: 

Income-tax Officer. 
Address. · 
Date. 

NoTE.-'-For the year commencing on 1st April, 1939, the maximum 
amount which is not chargeable to income-tax is as follows:-

In the case of~ 
(i) Any Court of Wards, Administrator-General, Official Trustee. 

any Receiver or Manager appointed under any order of a Court, or any 
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\

trustee or trustees appointed under a duly executed trust deed,_wl;iex.e_the 
income, profits or gains or any part thereof are not specifically receivable 

!•I''D behalf of any one person, or where the individual shares. of the persons 
on whose behalf they are receivable are indeterminate or unknown ......... . 
Rs. nil. 

( ii) Any conipany or local authority: . : ....•. :. : . : : :.-: : .. ; Rs:" nil. 
(iii) Any person, being a British subject or the subject of a .State iri 

India or Burma, who is not resident in British India and whose total worLd 
income exceeds Rs. 2,000 ..................... · ...... : ....•... Rs. nil. 

( iv) Any other non-resident · person ... ; •.... ; ...•...... Rs. nil. 
(v) Any other individual, 'Hindu undivided. famiiY, firm or .associ~ 

ation of persons .•..• , ••..•...•..... , . 1 • _ •.••••••• , ....... : •••••. Rs .. 2,000. 

R. 19. The return of total income and t~tal w~rld income for indivi
duals, Hindu undivided families, companies, local authorities, firms _-and 
other associations of persons required under sub-section ( 1) or sub-sec• 
tion (2) of secti~?D 22 shall be in the following form;= 

FoRM oF RETuRN oF ToTAL INCOME AND. ToTAL WoRLD INCOME FOR INDI• 

. VIDUALS, HINDU UNDIVIDED XAMII.IE_!l,· C:oMFA~IESJ.J..oCAL j\UTHo-: __ 

RITIEs, FIRMS, AND OTHER AssociATIONS oF PERSONs UNDER 

SUB-SECTION ( 1) OR {2) OF SECTION 22 OF THE INDIAN-

INCOME-TAX ACT, 1922. (See NOTE l.) 
INCOME-TAX YEAR 19 -19 .. . 

Name ................ ·-~ .... " .. ·.,.·~·.· .. ,.~~ ... ~ .. . 
Status ......... , ........•...............••... · ..... . 
Address . .. , ...... : ... ~ ............... · ... ,., ! .' •.•• ·' •. • • ·:• 

PART·!.---

STATEMENT OF TOTAL INCOME AliiD TOTAL WORLD INCOME DURING 'T!i:E' 

PREVIo~s ~EAR. (SEE NoTE 2. ); . · ' , _ ' 

· Sources of income.· ·(See note 3.)·· 
'•·. _, -

~unt of. Tax' already 
Income, PfOoo charged or 

' fttt .,,.-Gains .. d.!l<iu,c,tcd at 
-- (See note· 4-) . source. 

SaanoN A.-INooaor. WHtcH.AOOatmo, .Uosa, oR WA!IIt.B~ 
BD OR. IS DtBMBD TO HA VB ACORU&D, ARISBN OR' BBEN RBCBIV• 
BD IN BarmH INDIA (and. unless 1he: BS!t'S:See is not resident 
in British India, income: arising abroad from a business con
trolled in, or a profession or vocation set up in, India, includ-· 
ing Indian States). 

1. SALAR.IU. (The: value: of rent..free q_uarte:n and contribu
tions by your employer to a TU<>gnised Provident Fund 
should be shown separately.) Sc:e note 6. 

•·· INTBIU!ST _oN .ucua~.-see.t1o\t 7· _____________ -----
ln,_,.t from which tax has been d<duetcd. 
Interest which is tax.free., 

3 

- . - (See note 5·) 
• 3 

•. d 



xviii THE INCOME-TAX ACT. [R. .19 

-----------------=-~-
Tax already 
charged or 
deducted at Sources of income. (See note 3.) 

3- PRoPERTY .-See note 8. 
Total amount u detailed in PART IV of this Return. 

f. BusiNESS, PR.OOSSION OR. VOOATION.-See note 9• 
(a) Profioand gains as detailed in PART IV of this 

Return. · 
(b) Share of profio in a registered finn. 
(e) Share of pro61> in an unregistered finn. 

5· 01'HBR SOURCES. • 
Dividends from companies (gross amount)-See note 10. 
Interest on Mortgages, Loans, Fixed Deposits, Current 

Accounts, etc. 
Ground Reno. 
Sources other than those mentioned above. (Give details) 

-See note 11. 

TOTAL OP SECTION A. 

SECTION B.-INcoMB NOT INCLUDED IN ncnoN A WHICH ACo 
CRUED, OR AROSE OUTSIDE BRmSH INDIA AND WAJ 
BROUGHT INTO BRITISH INDIA DURING THB Pll&VJOUI 
YlW\. 

(P~ns not resident in British India should write unot 
. applicable" in this section.) 

1. Out of income which accrued or arose during such pre--
vious year. (Give. details). . . . . . . 

2. Out of income which accrued or arose prior to such previous 
year but after 1st April, •933· (Give details).-See note '3· 

SscnON C.-INCOME WIDCH ACCRUED OR AR.OSB Otn'SIDE 
Barrml INDIA DURING THB PREVIOUS YEAR AND II Nar 
INCLUDED IN ~~~tenONs A OR B.-See note 13. 

(a) Non·resideno should show the full amount in column 

•• 
(b) Penons resident but not ordinarily resident in British 

India should write the words " not applicable " 
in this section. . 

(e) Pers6ns ordinarily resident should give details in the 
sub-column and deduct Rs . .f.tsoo, before carrying 
the total to the main column. If, in the case of 
auch a ~enon, the income is Jess than Rs. 4t500, 
no details need be given, and the words" less than 
Rs. 4-.500 " may be written in this section. 

Details :-
Less (for persons ordinarily resident in British 

India). 

TarAL OP SECTIONS A, B AND C.-See note 12. 

Rs. 
4-500 

Rs. 

Amount of 
Income, Pro
fits or Gains. 
(Soe note 4-) 

• 
Rs. 

source. 
(See note 5.) 

3 

Rs. A.. 
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PART II. 

STATEMENT OF SUMS INCLUDED IN TOTAL INCOME IN RESPECT OF WHICH 

INCOME-TAX IS NOT PAYABLE. (See NOTE 14.) 

1. Sums deducted from saliU"f payable by the Crown and to whicb the 
proviso to sub--section (I) of section 7 of the act applies. (Su note 
15.) 

a. Sums paid to effect an insurance on the life of the assessee or on the life 
of his wife, or her husband or in respect of a contract for a deferred 
annuity; or, in the case of a Hindu undivided family, to effect an 
i.rulurance on the life of any male member or his wife. (The original 
receipt or certificate from the insurance company must be attached). 

S• Contributiom to (a) any provident fund to whicb the Provident Furuh 
Act, 1925, applies, (b) a recognised provident fund or (c) an approved 
~perannuation fund and interest on contributions to a recognised 
provident fund and accumulations thereof which ill exempt from in-
come-tax. (S11 note 16.) . 

4- Share in the income of an unregistered firm or an association of persona 
where the tax has already been paid or is payable on the income by 
thefirmorassociation. (Givedetails.) · ~· 

5· Interest on tax: free securities. · . I 

Total Ra. 

PART III. 

Ra. 

PARTICULARS REQUIRED UNDER SUB-SECTION (5} OF SECTION 22 OF THE 

INCOME-TAX ACT, 1922. 
(a) To be completed in the case of all persons engaged in a business, 

profession or vocation. In the case of a firm this sectio,. should be complet
ed on the firm's return and not on the individual partner's returns. 

Name in which the business, profession 
or vocation is carried on, ·or, in the case of · 
a fum the firm's name: 

Principal place of the business, profes-
sion or vocation : 

Location and style of each branch: 

1. 
2 . 

. 3. 
(b) To b11 completeJ i11 the case of firms only. 

Name of eacb partner. Address. 

Extent of ahare including 
interest on capital, aaJarY, 

commission or other re
muneration, if any. 

(Give detaib) 

( t) To b11 completed ill tiJSfiS WMrll liN o,sscssu is a Ftfler ill a firm 
or firms. 
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Name and address of the firm, Name of each partner. Address of 
inclu9ing the assessee. each partner. 

Share of each part
ner including interest 
on capital, salary, 
commission, or other 
remuneration1 if any. 
(Give details.) 

' 
PART IV. 

PARTICULARS OF INCOME FROM BusiNESS, PROFESSION OR VOCATION. 

( 1) In the case of a firm this part is to be completed in the firm's 
return and not in the partners' individual returns. · 

(2) If the accounts are kept on the mercantile accountancy or book 
profit system a copy of the Profit and Loss Account and Balance Sheet must 
be attached to this return. If the accounts are kept on any other system, 
the ·name or description of the system is to be stated and a copy of any state
ment which corresponds to the Profit and Loss Account in the mer~antile 
accountancy system must be attached to this return. In the case of a com
pany a copy of the auditor's report and cutificate must also be attached. 

PROPrr OR Loss AI PER PRoFIT AND Loss AccoUNT (oR STATEMENT COR· RJ. Rs. 
RESPONDING TO THE PROFIT AND ~AccoUNT) FOR THE YEAR BNDBD 
19 .. 

Add. (DIIiuct if the above figure iJ a loss)- . , 
Any profits or gains nOt ~cd in ~~g at the above figure of 

profit ' 
Res~:rve for Bad Debts 
Sums cairied to reserve for· provident or Other funds 

· Interest aedited to iescrves ·or other funds · 

-·· Expenditurt' of .the nature of charity or .presents . 
Expenditure of the natUre of capital 
Income-tax or Super-tax .• 
Drawings of proprietor or partners . . · . . . 
Salaries and commission paid or ct«lited to thf:' prOprietor or partners 

[S,. note 17 (a)) ': 
Interest allowed to proprietor or partners on capital or loaD. accounts 

[Su note 17 (a)] · · . • . · ' 
Rental value of the property owned and occupied .•• 
Cost of additions to or alterations, extensions or improvements to my 

oftheassetsofthebusinesso . •. . .. '. . . ' ·. . ~ ..... ri 
Losses swtained in former yean and charged in arriving at the figure 

or profit {or Joss) shown above. ; , 
Depreciation of any of the assets of the business 
Private or penonal expenses .. 
Any other expenditure not incurTed wholly and exclUsively for the pur-

pose of the business, profession or vocation. (Giv~ details) , . 
Any other expenditure Which is itot allowable Under the provisions of 

section 10 of the Income-tax Act, 19... ISu note 17 (b)]. (Give 
. deUjilir). 

Dlliua- . . 
· · .: AnY profit or gains, capital sums or other items credited in arriving at 

' · .. · the above figure of profit which Are not taxable "or upon which tax 
· has already been paid. (Give derails) .. 

. Interest on security tax.,free . . . _ . . o o 

Depreciation allowable as shown in Part V of this Retum. [Su note 
17 (c)] • • 

Any other allowable expense which has not been charged in arriving 

' . ' . ·(" 

•ttheabovefigureofprofit. (Givedetails) · .. 
1/etPrpfi! (.orlo~tf P.9.t~ g). c~rrie<j .t9 Part I !'f thi• Re~rn ....;Rs.=-'-'-....:..--

. N.B.-The above particulars should be given for each separate and distinct 1>winess, 
profession or vocation. 



l'ART V p:l 
DEPRECIATION ,!g 

Stalemenl of partieularJ prucribe4 under proviso (a) of S. ro (2) (vi) oftlu Income-tax Act, I!J22, and of the amount of depreciation 
allowable. 

Description of Original ~Capital expenditure Date from which the Particulan includ!n!! Amount Prescribed Deprecia- Remarks. 
buildings, cost. during the year for additions etc., referred original cost, depreciation on which rate tion 

machinery, additio111, to in col. 3 are used for allowed and value realised deprecia· per cent. allowable. 
fuiAD:t or alterations. the purposes of the by sale, or scrap value of tion is 
unuture. improvements and business, profession or obsolete machinery, plant now allo-

cxtensiom. vocation. or furniture sold or discar- wable. 
ded during the year with 

dates on which fint 
brought into use and sold 

or discarded .. . 
I • I 3 4 5 6 7 8 ~ .. . 

' . 
. 

--



Serial number. • 
- --··-··------· -----·· 
.. Name of village or town where 

the property is situated. 
------------Name of Street and Number of 

"' property. 

Where the property ;, oituated 
in a Mumcipality, the name of 

... the person in whose name the 
property stands in the municipal 
registers. 

-· 
"' 

Whether the property is occupied 
by the owner or let. r;.a.. 

''" 

If you are a part owner of the pro-
.. petty state the amount of your 

share and the names of the other 

I 
part owners and their shares. 

I Annual Municipal valuation of the ..... property. 
I 
.. Full annual rent payable by the 

tenant if the property is let. 

Tenant's burdens [inclu~ -> 
"' 

ding rat<>] borne bY !£3.8: 
owner [Give detaib]. g.~ & 

.. !!! li 
Owner's burdens [inclu-<~g 

0 dingrates]bome by ten-g. It 

ants. [Give details]. ~ !o 

-
Annual letting value after adjwting 

-for cols. 9 and 10. 

-One-sixth of the annual 
;; letting value as in col. t:l 

IJ, <B. l!.c 
Premium paid to insure en 

.;; the property against ;~· damage or destruction. 

• Interest on a mortgage or ~u . • :;! ~ charge; or any annual ~n 
E. charge on the property. 

!!!§ s· Ground rent paid for the 
8 ~ ~E. 

f.~ 
property. 

:;, 
Land revenue paid for the §!r ,.,a property. c s· n a 

~~ 
Collection charges paid . 

!!.alii 
.::; 

;. 
Net annual value after deducting 

~. 
cob. 12 to I? from col. u. 

B. Period during which the property 
0 .0 
"' 

remained vacant. 

s Amount claimed on account of the ~ .. e. 
0 property remaining vacant. 

~ 

.. Net amount assessable [col. 18 less 
-col. oo.] 

6r 11l' '.L:JV XV J/'3::W: 0:) Nl '3:H~ 

!~ ~ toi 
"'l< ~ ~ 

~ 

!!XX 



R. 19] RULES. xxiii 

I declare that to the best of my knowledge and belief the information 
given in the above statements in Parts I, II, III, IV, '( and VI of this Return 
is correct and complete, that the amounts of total moome and total world 
income and other particulars shown are truly ·stated ·and ·relate to the year 
ended 

and that no other income accrued or arose or was received by 

I 
the firm 

me 
the firm 

the family 
the association 
the company 

the local authority 

during the said year and that the family 
the association 
the company 

the local authority 

had during the said 

year no other sources of income. 

Date. 

Signature. 

Status. 

NoTE.-The alternatives which are not required in the declaration 
should be scored out. The signature should be that of the assessee himself 
if he is an individual, that of a member in the .case of a firm or other asso
ciation of persons, manager or kartha or any adult member in the case of 
a Hindu undivided family, and of the princiP.al officer in the case of a com
pany or a local authority. The signatory should satisfy himself that the 
return is correct and complete in every respect before signing the verifica
tion. 

Notes for guidance in filling up Form No. I. T. H.-Important 
changes in the Act• have been made by the Income-tax (Amendment) Act, 
1939 and assessees are advised to read carefully such of these notes as are 
appr.o,Priate to their cases. 

1. On the publication of the notices referred to. in section 22 (.1) of 
the Act every person or ·association of persons whose total income 
ex~eeds the maximum amount not chargeable with Inoome-tax is required 
to make a return of his total income and his total world income whether or 
IJOt he has been s""ed with (Ill illdividual notice ullder section 22 (2) of thot 
Act. For the year commencing on 1st April, 1939, the maximum amount 
which is not chargeable to inoome-tax is as follows:-

In the case of- Rs. 
(i) Any Court of Wards, Administrator-General, 

Official Trustee, any Receiver or Manager 
appointed under any order of a Court, or 
any trustee or trustees appointed under a 

• NOTE:-Jn these notes "the Act'' means the Income-tax Act, 1922. 
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duly executed trust deed, where the income, 
profits or gains or any 12art thereof are not 
specificallY. receivable on behalf of any one 
person, or where the individual shares of 
the persons on whose behalf they are re-

Rs. 

ceivable are indeterminate or unknown . • Nil. 

( ii) Any company or local authority Nil. 
(iii) Any person, being a British subject or the 

subject of a State in India or Burma, who 
is not resident in British India and whose 
total world income exceeds Rs. 2,000 . . Nil. 

( iv) Any other non-resident person Nil. 
( v) Any other individual, Hindu Undivided 

family, firm or association of persons 2000 

[R 19 

Total income is the total income chargeable under the Act, and total 
world income includes all income wherever accruing or arising unless exempt
ed under section 4 ( 3) of the Act. 

2. "Previous year" means for each separate source of income--
(a) the year ended on 31st March prior to the Income-tax year, 

or, at the option of the assessee, the year ended on the date 
(prior to the 31st March) to which his accounts have been 
made up, or 

(b) the year prescribed by the Central Board of Revenue for 
any case or class of cases. 

Certain conditions attach to the exercise of the OJ2tion referred to in 
(a) and certain further conditions govern the determination of "previous 
year" in respect of a business, profession or vocation newly set up, and 
these are shown in Qause ( 11) of section 2 of the Act. 

For each source of income for which the previous' year does not end 
on the 31st March, the last date of the pr~ious year should he shown. 

3. Sources of income.-The following income must be included in your 
return under the appropriate head-

( a) So much of the income of your wife as arises directly or 
indirectly from-

( i) her membership in a firm of which you are a partner; 
( ii) assets transferred directly or indirectly to her by you other

wise than for adequate consideration or in connection with 
an agreement to live apart. 

(b) So muc·h of the income of your minor child as arises from-
( i) his (or her) admission to the benefits ·of partnership in a 

firm of which you are a partner; 
(ii) assets transferred directlY. to him (or her) by you other

wise than for adequate consideration unless she is a married 
daughter. 
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(c) So much of the income of any person or association of persons 
as arises from assets transferred to the person .or association. otherwise 
than for adequate consideration for the benefit c;>f your wife or minor ·child 
or both. · 

, (d) All inc0111e orisitl{f to any person by virtue of a settlement or 
disposition whether revucable or not and whether effected before or aft~r 
the commencement of the Indian Income-tax (Amendment) Act, 1939, from 
assets which remain your property, or by virtue of a revucable transfer of 
assets. 

[Section 16 (1) of the Act contains definitions of "revocable'' 
and "Settlement or disposition", and sets out also certain 
exc.eptions.] · . 

(e) Income from assets transferred to persons abroad for the pur
pose of avoiding tax in the circumstances set out in section 44-D. 

(f) Income from securities, stocks or shores which have been sold 
before the date of payment of the interests or dividend .and re-purchased 
subsequently in the circumstances set out in sections 44-E and 44-F. 

4. An individual is "resident'' in British India 
if he-

( i) is in British India in that year for a period amounting in all 
to one hundred and eighty-two days or. more; or 

( ii) maintains or has maintained for him a dwelling place in 
British India for a period or Eeriods amounting in all to 
one hundred and eighty-two days or more in that year, and 
is in British India for any time in that year; or 

(iii) having within the four years preceding that year been in 
British India for a period or for periods amounting in all 
to three hundred and sixty-five days or more, is in British 
India for any time in that year otherwise than on an ·occa
sional or casual visit; 

A Hindu undivided family, firm or other association of persons is 
resident in British India unless the control and management 
of its affairs is situated wholly without British India; and 

A company is residen~ in British India in any year 
(a) if the control and management of its affairs is situated 

wholly in British India in that year, or 
(b) if its income arising in British India in that year exceeds 

its income arising without British India in that year. 

(a) At~ individual is "t~ot ordiflllrily resid~t~t" in British India in any 
year if he has not been resident in British India in nine out of the ten years 
p'receding that year or if he has not during the seven years preceding that 
year been in British India for a period of, or for periods amounting in all 
to, more than two years ; 

(b) A Hind" Mndivided family is deemed to be "ordiflllrily re.rid~t~t" 
in British India if its manager is ordinarily resident in British India; 

4 
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(c) A Company, firm or other association of persons·is "ordinarily 
resident" in British India if it is resident in British India. 

·s; Tax already charged o·r deducted at s~urce .-In this coluinn only 
British Indian tax should be entered. Supertax deducted at source should 
be shown separately (unless, in the case of a· Salaried person, the assessee 
is unaware of the allocation between Income-tax and Super-tax). 
In the case of a dividend from a Company the tax to be entered is the 
net tax appropriate to that part of the dividend which has borne Income
tax and should be calculated at the rate in force for companies for the year 
in which the dividend was paid. Where this figure of tax is not known, 
it should be estimated and the word "estimated" written below the figure. 
The correct figure will then be computed in the Income-tax office. If any 
tax deducted at source is in excess of the amount on which you are charge
able, the excess will be deducted from any other tax· payable by you, pro
vided that certificates of tax deducted are 11-ttached to this Return. 

6. Salaries includes wages, pensions (if payable anywhere in India 
including an Indian State), annuities, gratuities, fees, commission, allow
ances, perquisites, value of rent-free quarters and profits received in lieu 
of or in addition to salary or wages. The full amount should be entered 
and not the net amount after deducting income-tax, your provident fund 
contributions, etc .. 

Prior to the Indian Income-tax (Amendment) Act, 1939, the basts was 
the amount of salary received in the P.revious year. It is now the amount 
actually received or the amount due whether paid or not. An advance of 
income is to be treated as salary on the date on which the advance is receiv-
ed. · 

If by the co.nditions of your employment you are required to· spend any 
sum out of your remuneration. wholly, necessarily and exclusively i11 the per
formance of your duties you may claim a deduction for such a sum and 
should give particulars. Travelling expenses from your house to your place 
of employment are not allowable. 

A payment received by an employee from . an emplo)'er or former 
employer or from a provident or other fund is taxable to ·the exent to which 
it does not consist of the return of your own contributions or interest 
thereon. Payments made solely as compensation for loss of emploY'."ent 
and certain payments from provident funds to which the Provident Funds 
Act, 1925, applies, from a recognised provident fund or from an approved. 
superannuation fund are exempted. · · 

7. Interest on Securities means 'in'terest on promissory notes or 
bonds issued by the Government of India or ariy Provincial Government, or 
the interest on debentures or other securities issued by or ·on behalf of a 
local authority or company. The gross amount before deduction of income
tax -should be entered. 

Entries under this head should be accompanied by the certificate issued 
by the person paying the interest under section 18 (9) of the Act. 

Qeductions are allowable in respect of~ 
· (a) commission charged by a: banker for collecting the interest";-
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(b) 
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interest payable on money borrowed for the purpose of invest• 
ment in the securities except certain interest payable to persons 
abroad from which tax has not been deducted (see section 8 
of the Act for details); Full particulars (in· a separate state
ment if necessary) should be given of any deduction daim7 
ed. 

8. Property.-The tu is payable under this head in ·respect of the 
bona fide annual value of all buildings or lands appurtenant thereto, of 
which you are the owner, other than such portions of such buildings and 
lands as you occupy for the purpose of your business, profession or voca-
tion. · 

9. Business, Profession or Vocat>ion.-You should cillhplete item 4 
(a) of Part I, and Parts IV and V of the Return in respect of any business, 
profession or vocation if you are the sole proprietor or if you are making 
the Return on behalf of your firm. If you are partner in a registered firm, 
or if your firm has applied for registration, you· must complete item 4 (b) 
of Part I, and if you are a partner in an unregistered firm you must com
plete item 4 (c) of Part 1: 

For the purpose of completing items 4 (b) and 4 (c) of Part I the 
share of a partner is to be determined as follows:-

{i) The share is the share to which he was actually entitled durin,q 
the previous year and not the share to which he was entitled 
on the date. on which #te assessment is to be made; 

( ii) it includes all interest (whether on loan or capital account, and 
whether actually paid or not) and all salary, commission or 
other remuneration paid, payable or credited to him. 

Losses are to be computed in like manner as profits, and the balance of 
any loss made in the previous year for assessment for the year 1939-40, 
which cannot be set off wholly against other income of the same year, can 
be carried forward and set against the profits of the same business, pro
fession or vocation of the following year. 

Local authonties.-The income of local authorities which is chargeable 
to Income-tax is the profits and gains from a trade or business carried on 
by those authorities other than income arising from the supply of a com
modity or service within its own jurisdictional area. 

· 10. Dividends from companies.-The gross amount should be entered 
after adding to the net sum received Income-tax computed as explained in 
Note S above. Where the exact tax is not known, the estimated tax should 
be added and the figure of net dividend put in Column .1 followed by the 
word unet ... 

11. (a) Agricultural income from land not paying land revenue or 
local rates to an authority in Brilish India, and all, agricultural income 
arising abroad (including Indian States and Burma) should be included 
under this head. 

(b) Remittances received by a wife residem in British India from 
her IIDII~tsidnst husband are deemed to be income accruing in British India 



xxviii THE INCOME-TAX ACT. [R: 19 

aud must be included in her return if they are not paicl out of income includ
ed in her husband's total income. 

i2. · Non-widen~.-. lncoinectax is 'payable by a non-resident on the 
total of Section' A. If he is a British· subject or the subject of a State in 
India or Burma the lncomectax is computed by reference to the average of 
rates appropriate to the total of Sections A and C. The income of other 
noll-residents is chargeable at the full company rate. The income of all 
non-residents is chargeable to super-tax on the total of Section A at the 
average of the rates appropriate to the total of Sections A and C. A dividend 
paicl without British :(ndia is deemed to be income accruing and arising in 
British India to the extent to which it has been paid out of profits subjected 
to Income-tax in British India. 

13. Fot" the Income-las year 1939-40 only. tax is not chargeable in 
respect of both .the income accruing or arising outside India in the previous 
year and the income brought into British India during that year out of 
income accruing or arising in earlier years but only in respect of the greater 
of these two amounts. If the latter sum is the greater, Section B (2) should 
be marked "covered by Section C", and if the foniler is the greater, section 
C should be marked "covered by Section B (2)". 

14. Sums entered in Part II cannot be deducted from total income, 
but, subject to the limits laid down in the Act, a deduction will be made 
in respect of such sums from the lncomectax payable at the average rate 
for the total income. No deduction from super-tax is given in respect of 
these sums, except in certain special cases of members of unregistered firms 
and other association of persons as provided for in the second proviso to 
section 55. 

15. The proviso to section 7 ( 1) of the Act applies to sums deducted 
in accordance with the conditions of service for the purpose of securing a 
deferred annuity or of making provision for the employee's wife or children. 

16. Details of the amounts to be entered in respect of a recognised 
Provident Fund or approved Superannuation Fund should be obtained from 
the trustees of the £wid or from your employer. 

17. Part IV.-( a) In computing the profits or gains of a partnership 
all sums paid or credited to a P.artner must be disallowed. These sums will 
be taken into account in allocating the gross income of the business between 
the partners to ascertain the individual share of each partner. All sums 
of interest, salary or commission will thus ~e included in the partner's share 
of the firm's income and will not be again assessed on that partner as interest, 
salary or commission respectively. · 

· (b) Attention is particularly drawn to the provisions of section 10 
(2) (iii) and section 10 ( 4) (a) of the Act which prohibits the deduction 
of any payment of interest chargeable under the Act which is payable ~ithout 
British India except interest on which tax has been paid or from wh1ch tax 
has been deducted, or in respect of which there is an agent who may be 
assessed under section 43, or any payment chargeable under the head 
•Salaries" if it is payable without British India and tax has not been deduct· 
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ed. An exception is made in the case of interest on a loan issued for public 
subscription before 1st April, 1938. These provisions do not apply to interest 
or salary which is not chargeable to income-tax under the Act, .(i.e., interest 
on money borrowed abroad from a non-resident and ·ilof brought into 
British India in any form whatever, or salary for services rendered wholly 
abroad by a non-resident). 

(c) Depreciation.-The method of calculating depreciation on the· 
written-down value basis instead of on the basis of the cost of the assets 
does not come into force for the assessment for the year 1939-40 but will 
come into force from the assessment for 1940-41. 

18. General Directions-

(a) The form must be filled in and signed in ink. Losses may be 
shown in red ink. 

(b) Figures only are to be inserted in columns (2) and (3) of Part 
I and should not be modified by words such as "about" or 
"approximately",--except as stated in Note 5. The word 
'nil' must be entered in column (2) in Part I against ~ach 
source from which you did not derive any income. ·• · 

:(c)· If you' spoil this £orin you should ask your Income-tax Officer. 
for lp!other .. Erasures should not be made. You should 
sign your name in full against any alteration. · 

FoRM oF. 'Ri!tuill'i· oF Pn'l'rctii..us 1-o· BE tuitNIS.HtD u!IDER sEcTioN 38 oF 
THE INDIAN INCOME-TAX ACT, 1922, (see PARAGRAPH 4 OF NOTICE). 

(a) To be filled up in the case of firms only. If this information is 
already ·given in Part III of the Return under section 22 of the Indian 
Income-tax Act, 1922, write, "see Part III" in this section. · 

Date. 

·' 
. ,. 

Firm's Name. 

Address. 

Names of Partners . 

·' 

'1 ~ . ' 

.. • I ~ ' 

: 

• _ ... f'\ 

. ~ . 
'. 

; l ...... 

. . -- -.! Addressea. 

Represmtativt's Signature. 
.· · ~ r r • ·. · • . 

.. D . "- . . ,. ~- ,., ~ssgna_ • ...,... -
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(b) "To be filled UP. in case of Hindu ufidividNJ families only. 
Name of family. 
Address. 

Serial No. .I Nam.. of Adult male members of family. · Address 

Date. 

• 
3 

4 

5 

6 

(Manager or karta) • 

Rep,.esentative' .r Signatu,.e. 

Designation: 

. (c) To be filled up by Trustees, Gua~ or Agents only. 

Names and addresses or persons for whom the assessee 
is the trustee, guardian or agept 

Names: Addresseo • 

. . 

Date. 

Whether Trustee, Guardian 
or Agent. 

Signatu,.e. 

Designation. 

Add,.ess. 

(d) Statement oftbe names and addresses of alt persons to whom 
assessee has paid in the previous year rent, interest, commission, royalty or 
brokerage or any annuity (not being an annuity taxable under the head 
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"Salaries") amounting to more than four ·hundred rupees and particulars 
of all such payment•. 

Name and Address Serial Nature of Amount Date of in cash or 
d 

Number, of the person to whom 
the payment was made. Payment. 

I Whether pai 

paid. payment. by book 
I J adjustment 

I . 

• 
. " 

I 3 

Signature. 

Date. 

Address. 

R. 19-A. Notwithstanding anything contained in Rule 19, the return 
of total income, in respect of any income, profits or gains liable to be assess
ed in any year ending before the 1st April, 1939, shall-

( i) in the case of individuals, firms, Hindu undivided families and 
other associations of persons, but not companies, be in form 
A annexed to this m>tification; and 

( ii) in the case of companies be in the form B annexed to this noti
fication. 

FORM A. 

FORM OF RETURN OF TOTAL INCOME FOil INDIVIDUALS, FiRMS, HINDU UN
DIVIDED FAMILIES AND OTBEII AssOCIATIONS OF INDIVIDUALS. 

INCOME- TAX YEAII, 193 -193 • 

Name of Assessee .......................................... . 

Desigrtation . ........................................... . 

Address . .............................................. .. 
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Statement of Total Income during the pre,vious year. 

Sources of Income. 

1. Salaries (including wages, annuity, peon .. 
sion. gratuity, fees, commission, allow
ances, perquisites, including rent-free 
quarters) or profits received in lieu of, 
or in addition to, salary or wages .. 

1-A. The contributions made by an emplo
yer to the accounts in a recognised pro
vident fund of the person making the 
return. 

1-B. The interest accruing to the ·account 
--mentioned in 1-A which is BOt exemr 

from income-tax. (Section 58-F (2). 
1-C. Interest accruing to the account men

tioned in 1-A which is exempt from in
come-tax. [Section 58-F (2).] •• 

2. Interest on securities (including deben
tures) alr=dy taxed 

3· Interest on securiti,~_of- the Government 
of India or of local Governments declar
ed to be income-tax free 

4· Property u shown in detail in· &::hedulc 
A .. 

5· Business, trade, cOmmerce, manUfacture 
or dealing in property, shares. or securi ... 
ties (d<tails as in note 5) · · ' · . , 

6. Profession .. 

[See note (1)] 

[Sec note (•)] 

.. (~) 

" 
(4) 

. • .. (.';) .. (6) 
1· Dividends (rom companies (Net) - ';(7) 
8. Interest on mortgages, loans, fixed depo

. sits, current accounts, etc. no_t being i~~ 
come from business · · · 

9• Ground rent · · .. ·- . , • 
g..A. · Income of wife, minor child aDd 

association of Individuals . o o • [Section 
16 (3)-Scc Note 10] 

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

DeductioD.s claimed~ 
. - ' '.(I .' • 

(a) on account of insurance premia .• 
(b) on account of contributions to a pre

vident fund to which the Provident 
Funds Act applies. 

(c) on account of contributiODs' to a i-t:OOg•· 
nised provident fund [Section 58-A (a).] 

(d) on account of interest on contributions 
to a recognised provident ·fund and 
accumulations thereof which is exempt 
from income-tax [Section 58-F (2),] 

(1) othcn. · • • • • • · • · • · · · · · · · • · · 

.. 
. 

. 

" ~ : ~. 

' .. . _, ·~ .. (8) 

TOTAL .. 
. . 

-
. 

~-.. .. : . 

- . 

... . . . . I 

• 

I Amount of 
profits or 

J 

gains or in
come during the 
previous year. 

Rs~ 

' -

' 
' .. 

'. 

.. 

' < 

< • 

• 

3 

Tax already 
charged on 
the income. 

R9. 1 As. 

I 
' I 
' 
I 
' 

. . .. ' 

•. 
' . 

.. 

I declare t!>aqq ~~~-~~~t. gf.I!"Y. ~~l.eflg:e_ ~!'?. b~li~f •. the information 
given in the above statement is correct and complete, that the amounts 
of income showq a_re ~r,qly. ~t.a~~~ .l!'!~ . x;e_l~t~ ~9. t_he. Y~!l~ . ~4ed~. -. -. -. ..,.-,.--
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,, :: .. , .... ,; .. !!' ~--

and that no other inc.ome accrue~ or arose or was:recdved by· d,~~~Y 
, . . . I " · the association . i ., I I . 1':, ' ( ,,'1 t · . ' ;; •.1 . ' 

--:;-'ic 
dur~g the said .yea~ an~ tha~ ~=Y I .had d~,n~ th~ s~id ~e~~ .~o 

· ' the a.ssoetation 
other sources of income. 

Signat~re·~·~· ....,.,,.,_ __ _ 
Date------

N.B.-(a) Jnctm~e .accroing to •you: outside British, India rec-ived. in 
British India is liable to taxation, and must be, ent~re~ by yq~ in ~he f~~m. 

(b) All income, from whatever source derived, must be entered in 
the form, including income. t;eceived ~y you a;s ~ partner :of ~ !}~. : 

NOTE 1.-In column 2 should be shown the gross amount of.salary and 
not the net amount after deductions on· 'account of. income.:tax,, *r<JVident 
funds, etc. ..· '·"· ... ~·-··:·· ,-.·,, .,--, .. ·j, ., -•• _ ••.. 1 . .'1 

NoTE 2.-"Interest on securities" means the intere~t"on:'promissory 
notes or bonds issued by the Government of India or .a Local Government, 
or the interest on debentures or other securities for money issued by or on 
behalf of a local authority or Company. Where 'lncome-tax.'has' been 
deducted from the interest, or where the interest has· been paid income-tax 
free, the amount of tax so deduct.ed or paid should be added to the a~ount 
of interest actually received, and the gross amount so arrived at should be 
entered in column 2 of the statement. The term '"interest on securities" 
does not include interest on fixed deposits or mortgages or other loans, 
which have to be shown under heading 8. · • " ' . " · .,. '1 

The interest on securities of the Government of India or .of LO~al Gov
ernments declared to be income-tax free should be shown under head 3. 
Those which are not declared to be income-tax. free should be included under 
this head. 

' ' 
Entries under this head must be supported by the certificate issued by 

the person or ,Company paying the interest under section 18. (.9) oJ the 
Act. ',, ·' 

NOTB 3.-(a). The income-tax payable on the interest .receivable on a 
secl!rity of a Local ·Government issued income-tax free is payable. by the 
Local Government and not by the holder of the security. 

(b) Only the interest on 'sei:urities of the Government ·of India ot 
of a Local Government declared to be income-tax free should be' entered 
against this head. Such interest will not be charged tO income-tax, but it 
must be included in the statement of total income in order to ascertain the 
rate of income-tax chargeable on other income. It is duvgeable to super
lax. 

· (t) Particulars of any interest on securities issued by other autho
rities, and stated to be free of income-tax should be entered against head 2, 
as income-tax on such interest is actually paid by these authorities on behalf 
of the recipients. . , 

5 
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NoTE 4.-The tax is payable under this head in respect of the bona fide 
annual value ·of any' buildings· or lands apP.urteuant tberetG. of which· youc 
are the owner, other than such portions of such buildings and lands 'lS yuu 
may occupy for the purpose of your ~?usiness. 

NoTE: S.~(o) Where you keep your accounts on the mercantile ac-· 
countancy or book profits system, you must file a return in the following 
form:- ·· 

In.come, p;ofits'·Or gains from business, trade, commerce. 

rnoo~~· profi~ Or gains as Per. PrOfit and Loss AcCoun. t for the· year ended ,. 
. . . '9 . . .· 
~dJ any ~aunt debited in the accounts in respect o~- · _ 

1. Reserve for bad debts 
2. Sums carried to reserve for providerli or other funds 
S· Expenditure of the nature of charity or presents 
4• Expenditure of the nature of capital _ 
5· Income--tax or Super-tax .. 
6. Drawings or salary of proprietor, drawing of partners and salary 

ofrartners . . 
7· Renta value of property owned 'and OcCupied .. 
8. Cost of additions to, or alterations, extemiow,' improvement! of, 

any-oftheassetsoftheb~ , -· ,_ ... 
g. Interest on the proprietor's or partner's capital 'including inte-

rest on reserve or other funds ..: · · ' · · ~ . ·. 
10. Losses austained in former yeais . ,.. - , . , 
11. Losses rccoverabl~under an insurance or contract of indemrUty. 
12. Depreciation of any of the assets of the bu~ess 
13. Private or personal expenses and expenses not incurred solely 

Rs. 

for the p~pose of e~g the profits 
ToTAi. · • '.1-~--1 

Deduet any profits included in the acco~t already charged. 1to Indian 
Income-tax an~ the_ interest on securitie$ of the 9ovemment of 
India or Of Local Governments declared to be income--tax free . 

. BALANCE. 

(Signature of the person making return) 

As. 

·. . (Date. 19·, 
. ! .Btaie. here ~o~t Or SalarY paid i~ ~ ,jarln;;,. :and nOt 8.dded bB.ek 'on the ground 

that it is not an appropriation of profits . . . . . Rs. . . . . . . . . . . · 

• (b): Where you do not keep your accounts on the· mercantile .account
ancy or bOok profits system but on a cash baSis, you must fil~ a. statement 
showing how you .arrive at: the; taxable profits,' i.e.; showing details of the 
g~oss receipts and of ~e expenditure you propose to.set against those receipts 
~pe~ifying :separately salary paid to partJ?.~rs and. deducted . from g:ross · 
.rceceipts as not being !W-· appropriation of profits. No deductions are per-
,mi,ssible on account of-· · 

( i) Ptoperty' owned and occupied by the owner of a business for 
the P.Urposes of a business; 
_,. · . · ( ii) Additions tO,' or alterations, extensions, or impJ;Ovements of, 
:any 'Of the assets of.:the bbsiness; 
... : ·(iii) Interest on the capit;~l of the proprietors or partners of the 
business ; · · : 
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( iv) Bad debts not actually written off in the aceounts ;' 
( v) Losses sustained in previous years; • ' 
(vi) Reserves of any kind; 
(vii) Sums paid'on account of the. income-tax or super-tax or any 

tax levied by a local authority other than local rates or municipal taxes in 
respect of the portion of the premisfl! used for 'the purpose· of the busi-
ness; 

( •>iii) Any expenditure of the nature of charity or a present; 
( ix) Any expenditure of the nature of capital•i ·., 
( ... ) Any loss recoverable under . an insurance or a contract of 

indemnity ; · 
(xi) Depreciation of any kind other than that specined in the Act; 
(..-ii) Drawings or salary of proprietor, drawings of. partners and 

salary of partners if it be im appropriation of pronts ;-. 
(..-iii) Private or personal expenses of the assessee;' 
( ..-iv) Any expenditure of any kind which is not ·incurred solely 

for the purpose of earning the profits, · · 
If you have included any such sums in your expenditure in your books, 

you must exclude them from the expenditure permissible for the purpose 
of arriving at your taxable profits. · 

(c) You are also required to attach a statement ·showing the sums 
charged in your accounts under the provisions of section 58-K (2). 

NOTE 6.-The income, profits or gains shall be computed after making 
allowance for any expenditure ·(not being in the l'.ature of capital expendi
ture) incurred solely for the purpose of such profession or vocation, pro
vided that no allowance is made on account of any of your personal expenses. 
Professional 'fees received by you in any part of India (whether within 
British India or not) must be included by you in your receipts. 

NOTE 7.-Income-tax cha~geable t>n the profits of companies is pajd 
by the Companies, so that the dividends received by the shareholders 
·represent the net amount remaining after any Income-tax due by the com
pany has been paid. This amount should be entered in column 2 of the stat~ 
ment. The proportionate tax will be added in the Income-tax Office.. . · 

l f the Yale of ta..- applicable to your total income is less that~ the rate of 
to..- applicable to the pofits oY gains-of·the Company al the time of the decla
rotion of such dividends, you may, by attaching the Company's certificate 
yeceived with the dividends, have the e..-cess collected on your dividends from 
the Company set against the tax payable by you on your other income instead 
of having to apply sepaYatel:y foY a Ye/..,.d. 

NoTE 8.-Agricultural income from land not paying land revenue or 
local rates to an authority in British India should be included under this 
head or under income from business according to cii'Cumstances. 

NoTE 9.-Deductions from total income can only be made for insurance 
premia in respect of insurance on your own life or on the life of your wife, 
or in respect of a contract for a deferred annuity on your own life or on 
the life of your wife. No deduction is permissible in the case of any other 
form of insurance except in the case of Hindu undivided families where 
deductions are permissible on account of premia paid in respect of insurance 
on the life of 11ny male member_ of _the. f'!111ily or _Qf his._wifJ:._The.original 
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receipt or the certificate of the insurance company to which the premium 
was paid, must be attached to the return. 

, 

NoTE 10.-(a)Under the Head 9-A you should enter so much of the 
income of your wife or minor child as arose directly or 

"' · indirectly-

i 

( i) from the membership of yout wife in a firm of which you are a 
partner; 

( i<) from the admission of your minor child to the benefits of partner
ship in a firm of which you are a partner; 

.(iii) from any assets transferred by you directly or indirectly to your 
wife otherwise than for adequate consideration or in connec
tion with an agreement to· live apart; and 

( iv) from any assets transferred by you directly or indirectly to your 
minor child, not being a married daughter. 

(b) Under this head you should also enter so much of the income of 
any association of individuals consisting of yourself and your 
wife as arises from any assets transferred by you to such 
association. 

SCHEDULE A. 

12 -~ • C) b . "' c u u 
..!l ~ ~ c "' b ..9 DBDucnom. ..9 

"' ~ 
c.ll 

] t ~ 
u c u·Q 2' .s .. 
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l /i l I 1' -FORM.B.: .. I j\' -: 

FoRM oF RETuRN oF ToTAL INCOME oF A CoMPANY. 

INCOME-TAX YEAR 19. -19 • 
Name of Company ...•••..•...•.••.....••. : . .. ; ...•. _; .· 
Its principat place of business ....•••. , ..•... • .... · •... · ••. ; ; .•• _., •••. 

Total incom( of the Company. .. 

Income. profits or gains as per profit and loss account for· the year ended 
------ro - ,-. 

Add any amount debited"' in the accounts iD. reSpeot Of- ~ 
t. Reserve for bad debts _ . 
11. Sums carried to reserve for provident or other funds 
S· Expenditure of the nature of charity or presents . 
4· Expenditure of the nature of capital 
5.· Income-tax or Super-tax · 
6 Rental value of property owned and occupied 
7• Cost of additions to, or alterations, extensiom,_ improvements 

of, any of the assets of the busineu · 
8. Interest on reserve or other funds 
g. Losses "sustained in former years __ 

10. Losses recoverable under an insurance or contract of an iildem~ 
nity. 

11. Depreciation of any of the assets of the company · 
12. Expenses not incurred solely for. the purpose r:L earning the 

profita i 
TOTAL •• , i------

Ditiud any profits or income included in the accounts on account of
( a) Interest {net amount) on securities taxed at source 
·(b) Interest on aecurities tax-free .. 
(t) Dividends (net amount) from companies taxed in British India .. 
• (d) Other item~ already taxed at •ource (specify detaila) .. 

BALANCB •• 
1----

"'f any other deduction is to be claimed, please give particulars. thereof. in a 
separate letter to be forwarded with the return. 
: ' ' If the company owns' any property not occupied for the ptirpo!ies of 

the business, a statement in the form prescribed in Schedule overleaf should 
be at!Rched with particulars of the credit and debit on account of such 
property entered in the accounts. · ' 

Declaration. 
I, th [S~, 

etc. (stt section 2 (12) of the Act)] of the-----------
--=---------(name of Company), declare that the infor
mation against each head in this return is correctly given as shown in the 
books of the Company as also in the accounts which have been duly audited 
by the auditors of the Company, and which have been adoptecl by the share-
holders of the Company. ' · · 

Date------------'----'--19 

(Signatwe)-· -----
(De~ri~)-------------

(2) The Company shall also attach to the return a statement showing the suma 
charxecl in the accounts under the provisions of section 58-K (2). 

N .R.-This ntum must be accompanied by a copy of the profit and loss aa:otmt 
referred to above. 
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. 3. ·You are.required fu•pay'the~:imount on. or before.the •••• ._:,.;t<i 'tlie 
Treasury0£6cer,. _ _ _ ____ --·-- --- .. ·-· ... - -~--

.. •'' l·. ' .• ,. ' 
Sub-Treasury· Officer, 

~ ,,J .. ~~A l 
f,. ! 

' 
Agent,· Imperial Bank o£ Iiidia:· ·at.; .. :. 

t • ! ~ :.···=·. ).-,; L.J:! r 
; •:i1",[J' ·--: 

Governor, Reserve Bank of India, . _. _ .. , ,,, ... ·'" ._·, .... , 
when you will be granted a receipt. ·A chalan is enclosed ~or the purpose. 

' . ,,, • ,. ,., . · I, ., I 
4- If you do not pay the amount on or before the date specified above 

you will be liable under section 46 (I) ;to a pena:lty V;hi!=h riiay be :as great 
as the tax due from you. · : · ·· .. · ' · ' " . : ' 

5· You are further warned that .unless the total amount due,\ficluding 
"this penalty, is pai~ on or before ..................... 193 , a further 
_penalty_ will be_ impose<l O!lyou_ (and' a warrant' of distress will be issued for 
the recovery of the whole amount due with cost).. . • .... , ,., . . .. ·''"' 
. _ 6, _ The assessment has been made under sub-sectiOn ( 4) ·of secition 23 

cf the Indian Income-tax Act, 1922; because you failed, , 
·to make a return of your income under section 22 (2) ; 

-,-J !· ,._:; ;! -, .,· · - ·-' .. :.-. !'<.'· . '!i:. I r;; XS!•''f!" ':':1i ;ou.'l:) 

to comply with- a notice under' sub-section ( 4) of section 22; 
'• •' ' ' 1; :, ' 'L ,'• o'\:1 

to comply with a notice under: sub-secti.on (2), 9f~ectioJil 2~;, ':• ~- .:~' ',';.~:~~.A 
but if you were prevented by suflicient c'ause':fio.il'i;nil~i the ;eiw:n'of'.~d 
not receive ~e notice(s) aforesaid or had not a· reasonable epporturuty to 
comply, or were prevented by sufficient cause 'from'complyirig) _\V),th·th~ terms 
cf the notice(s) you may apply to me, within one month' from the receipt 
cf this notice, under section 27, to cancel the'iissessrnent and proeee4 to make 
a fresh assessment. I : ___ ; !·~·~~~ 1 •'· ,,, ~-···-·- ~--•1--..-: t·r;.a 

· 7· If you intend to appeal:,~gainst th~nas~essifienf)ou inay'p~eset\t an 
appeal under sub-section (1) of section 30 of the Iadian Inoome-tu.Aet,· \922, 
to the Appellate Assistant Commissioner of Income-'tax.at ... : .•;·:,:: .'! .•.•• 
within 30 days of the receipt of this notice,· iii the form prescribed' under 
~ub-section ( 3) of section 30, duly stamped and :verified as laid dowtl. _in that 
form but no appeal will lie against an order Urtder 'section 4{i {n unl~ss the 
tax has been paid 

••.• ,-. . - .. f 
Income-tax Officer. · 

"II .·• i1. r 
, __ i' 

,·. Addres~. 
J • . ·-' 1·. · ,n,··,t , -, 

Dated ................. ;19 •):; . J'" 't 

Place ..........•••••••••••• '1( 

Delete inappropriate paragraphs and words, . 

AS?ESSMENT FORM. . , ,. t "' , , , , •1 
Assessment for 19 ~1?_ under Sec. . of the Income-tax Act, 1922. 
Name of assessee ........ ,.,.,..... District or Area- , , .~;: •· ,.,. .,: . ~. 
Status ..................... .' .. ~-.. ., :.··:.l!lwnPCi.i,n,~~ ioclei:~.~ •· .. . 
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Address •••••••. ; ....... ,'-'·'''',:, "•'• .Number.,of. Miscelloneous Record ... . 

Detailed sources of income. 
Amount __ o_th_e_l'WlS_._e._...pa_i_d_a.;,t :..•o_u;.;rcc..;.•:..· ....., I I 

Tax already deducted or 

incc;,rmc. Income-tax. Super-tax. 

Total income.:-
Salaries .. 
Interest on securities •• 
Property·.i '• .~ ,: .• : 
Bwiness, Profession or Vocation .. 

•!, "Other aources; (In the ca.e of dividendi 
, , the gross amount liable to tax and the 

tax appropriate should be shown.) •. 
r. . . 
2. 

'3• 

· Total income .• 

Adjustments to total income to arrive at total 
.. ~rld,iocomo1 (give detail&). , , 

! ' I: 

' ' 

1~-.,..,. ,-.-, ....,. 

Grou income--tax and super-tax computed on 
World income1 • 

Total 

Rs. 

' 

' 

Average rate of inco~JR>-iax :.1 'pies in the rupee 
SUDUI included in total ~come in respect of 1---- 1·---
, 'Which income-tax ia not rayable ·:-' I ' • : • \ 

, (a) Under section 7 (J or on ac::cotmtofa. ., 
Provident Fund to which the ,Provident , 
Fun~ Act; ~925, ap~lies. 

. . , (b) On account o£ recoJ<nised Provident 
and Super-annuation I!'unds~ 

(e) On account of Insurance Premia.. 
" ' , ~ I . " 

'· (4) Sharefromanassociation~fJ)ersonsor· 
from an unregistered fum the profits o£ 

1---
! : . " r 

1 whiGh have been assessed. to Income-tax. 
- • , · , 1 I i I 1 • ' • · -· · · I · ' ~ • • i · : • , , , · ! · i . , , i · 

' · , (•) Interest from ta.Z·free securities of the 

' ' 

l ' ' 

'; I' ,.,•t. ,.CGoentrai 1 qo~e~~,qr pf1 ~:~r~vincial '· '-·(i ·· veminent. · · · ·· '! 

Tc::':tm:'~unJ.:~.whi~ ~~·f~ ~ue~ ~d1 io·,/ ____ I·---

Dcduct income-tax and super .. tax deducted ·or otherwise 
paid at source as above , ' 1 •• 

Double income-tax relief 
1--

payable• 
Net amount of income-tax and super .. tax ietWidable• 

f I "j I/ • :_.. 

Penalties under sectiom 25 (2), 28, 44E, 44-F and 46 (1) 1 
~.._· · 1 1 ,f / 1:' -· . , . 1 .. ! r , . , -1 ,._, 

1 To be completed io the case of' non-reside11ts only. · 
• Delet~ inappropriate words or figure!. 

·'· 

As. Rs. As 

---
--- -
---
-
- -

. 

,, 

),,; 

I 
-1--l 

--1----
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PAYABLE 
TOTAL SUM (IN FIGURES AS WELL AS IN WORDS) 

REFUNDABLE · . · ' ' 
Rs. as. . (~res); Rupees annas (w~rds) 

Date ••• :.......................... . , . ,. . . , , . , . 
R. 21. An appeal under se¢on. 30 shall, . in. the case of :an' ~ppeat 

against a refusal of an Income-tax Officer to make a fresh assessment under 
section 27, be in Form A; in the case of an appeal against an order of an 
Income-tax Officer under set."tion 25 (2) in Form C; in the case of an appeal 
against the order of an Income-tax Officer under section 25-A in Form C ( 1) ; 
in the case of an appeal against an· order of an Income-tax Officer under 
section 28 in Form D; in the case of an appeal against a reft~sal of an Income
tax Officer to register a firm under section 26-A in Form D-1 ; in the case 
of an appeal against an order of an Income-tax Officer under section 23cA 
in Form F; in the case of an appeal against an order of an Income-tax Officer 
Wlder section 26 (2) in Form G: in the case of an appeal against an order 
of an Income-tax Officer under section 44:-E {6) .or. #F ,(5) in Forp1 K; 
in the case of an appeal against an order of an .Income-~" Officer under 
section 46 ( 1) in Form I; in the case of an appeal ;~gainst an order under 
section 48, 49 or 49-F refusing to grant a 'refund in Forni J and in other 

''' lr, • l , 
cases in Form B. · · · · 

FoRMA. · 
Form ~~appeal against an order refusing to ,.e-open an assessment 

' under Section 27. · ' ' · · · ' 
To 

The Appellate Assistant Commissioner of .• ; .. ; ; ; . · .. ; ; ; ; ; ; ; ; ; ; ; ••• 
The .......................... :day o£.: .. ~ ... : ..•. ~~ .. ~ ..• ~~ .... 19· 
The petition of ..••.....•...•.... of ...... : . .'.:.: .. .'.'.post office, 

....... ......... "District sheweth as follows:- ~- ·· 
, . , · ·.income 

1. Under the Indian Incom~ Act,l922, your petitioner'~ . 
· · · ·· · loss 

has been computed at Rs. for the year cornn\.enciitg the 1st day 
of Aprill9 • 

2. Your petitioner was prevented by sufficient cause from making the 
return required by section 22 (2) or did not receive the notice issued under 
sub-section ( 4) of section 22, or sub-section (2) of section 23, or had not a 
re,asonable opportunity to cOmply or was prevented by sufficient cause from 
complying with the terms of the notice under sub-section ( 4) of section 22 
or sub-section (2) of section 23, as more particularly specified in the statement 
attached. 

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

4. Your petitioner therefore requests that the order of the Income-tax 
Officer may be set aside and that he may be directed to make a fresh assess
ment in accordance with the law. 

Signed. . 
6 
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STATEMENT OF FACTS. 

Form of Verification. 

[R. 21 

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

Signed. 

FoRM B. 

Form of appeal against assessment ~o Income-tax. 
. . ' 

To 
The Appellate Assistant Commissioner of •.... ; . . . . . . . . . •..•. 
The ........... : ............ day of: ........... : ........... 19; 
The petition ot'. .. ·. ~ .' .... · ... , ... ~of ..................... post office, 

•.•.... : . ... District sheweth as follows:_: . · 
: , ' . . • , I ·-· ,. • 

1. Under the Indiatt .Income-tax Act, 1922,- for .the year commencing 
the 1st day of April 19 ; · · · . . · . 
*your petitioner's total income has. been asseued at ......•.••.......••.• 
your petitioner's total world income has been assessed at, . ........ , ••...... 
the amount of tax·payable by.your petitioner has been determined at ......•. 
the amount of loss incu,-ed by your petitioner has been computed 
~~·.·.'.'.'.''.'.''.','.''.' ',',','.'.'','.'' .. l'", ', , ',: r•' 

your p~~itioner.l:tas pe~.gr:!J:Jted. a refuncl.o.f .... ·.····· ........... , ., ............... . 
The notice of demand·. 

*2. Intimation of the amount of loss attached hereto was served upon 

Intimation of the order o~ refund . . . . . , .. 
your petitioner on ...... :. ; . : .. ... : .' ....... · ....... : ..... ; .......... . 

*3. . During the previous year ending ....... , .... : . ........... * your 
total income was . ' 

total world income was 

total tax works out .at 
petitioner's, 

· loss amounted 1:9 

refund allowable to your petitioner was .. - ..... 
and that during the said previous year your petitioner had no other income: 

4. Your petitioner has made a .return· of his income to the Income-tax 
Officer ...................... under section 22, sub-section ( 1) I (2) of the 
Act and has complied with all the terms of the notice served on him by the 
Income-tax Officer under section23 (2) imdlor [section 22 (4) ]. · · 

• Delete the inappropriate words. 
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5. Your petitioner therefore ;prays that 
*he may be assessed accordingly. 

he may be declared not to be chargeable under the Act, 

xliii 

I' .i. 
his loss may be determined at .. ~ ................•...••••••.•..•••....•• 

he may be granted a refund of ... · .......•...•.. : .••. · .•• ' •... ~· ..• ·: . : •••. 
· Siqned • 

. , .I 

GROUNDS OF APPEAL. 
I · , i•' 

Form of V erijicatios. 
·I, · . , the petitioner, named. in the ab~e petitio~, 

do declare that what is stated therein is true to the best Of my information 
and belief. · · 

:} . . Signed. 
.... \ ' . . . r· 

., 
., 

FoRM, c. . . i. ,.I.· 

Form of appeal against~~~ order under sectioll25 (2).• • 
TQ', ... t • • ...... ~ 'I ,I .. ; .. · 

• ,1, 

The Appellate Assistant Commissioner ·of Income-tax.' 
' : The · day of · · 1 

' 19 ·: 
The petition of of post office, 

District sheweth as follows:-

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

2. Your petitioner was prevented by sufficient cause as more particularly 
explained below from giving notice within the 

1 
time prescribed by section 

25 (2) to the Income-tax Officer of the discontinuance of his business, 
profession or vocation. . · · · . , . . . . ' ' . 

' . ' . '. ' . 

3· Your petitioner therefore requests that the order ·of the Income-, 
t;lx Officer imposing a penalty of Rs. upon your petitioner may 
be set aside. 

STATEMENT OF FACTS. 

Form of V erijicatioJS, 

Sig .. ed. 

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

• Delete the iDappropriate words. 
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:Address ••••• ··•·"- ••·· •, L •~ •• ,., ._.,, ••• •;Number· .of Miscellaneous Record .... 

Detailed sources of income. 
Junount --~o~th=~~~·~~p=~=·d~a='='o=u=r~c=•=·~ I I 

Tax already dcduc~ or 

incC:me. Income-taX. Super-taX . 

. 1,, ! ! I 

Total income :-
Salaries' .. 

Rs. 

Interest on securities .. 
Property•.!, -, ,"; :.·,' ,i.:' i ,, •• /_ 

Busincu, Profession or Vocation .. 
•', I 

·J :' "Other sources~, (In the case .of dividends 
1 , , , the gross amount liable to tax and t!Je 

-: ,] 

tax appropriate sbould be sbown.) • .' 
I. • • 
2. 

'3• 

\ •' i , 1 I 

'i'. 

,., 

Gross income-tax and supcr-.tax computed on .Total 
World incomel ,. , ._ ~ . • • 

I ; ' 

As. Rs. 

., ' 

Average rate of incOme--fax :1 ''piCsin the rupee· 1
' •• 

Sums included in total, income in respect of 1--- 1----- --- 1----
' which inconle-tax it noi payable•:J.....·· tr ! ·•. '' · 

, (a) Under section ' ( 1) or on ....,uht ofa, 1 • " 

Provident Fund to which the J»r'ovident 
' Fun!Is Act, .1925, applieo. , · ' ' 
;, 1......:....-"-

r ,. ; ,, 

, " , (b), On account of reco..,w.d Provid~l , 
and Super-a.nnuation :Funds~ 

i . ,, I" " 

1---
(e) On account oflnsurance Premia. 

'I i " I,' • ,' 
I 

r I '(d) Share~CromanasSoclationbfPeraonsbr• ,,._., 
from an unregistered firm the profits. of 

1 ,;_ 111 • "f?ichhave~~cdtolncomc-t~ 1--'--'"'-
,, I 

•, , '· I• I' 

j I 'i• ·· 

As. 

1-'-'--- -1--- ----
., payable• 

Net amount of' income-tax and super-tax ierWidable I 
1 • • " 1 . : 1 ... , 1----- ---1--- ---

Penalties under sections 25 (o), o8, 44E, 44-F and 46 (•) • 
~· . ! I 'f -~. I ' I c., I i ' . l I : ' 

. , •' -(I 
1 To be completed in the case of non-residents only; . 
• Delete inappropriate' words or ligures. 
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PAYABLE 
TOTALSUM (IN FIGURES AS WELL AS IN WORDS) 

REFUNDABLE 
annas Rs. .as.. (figures) ; Rupees 

Date .••• ~ ........................ . 
R. 21. An appeal under section 30 shall, in the ·case of , an appeat 

against a refusal of an Income-tax Officer to make a fresh assessment under 
section 27, be in Form A; in the case of an appeal against an order of an 
Income-tax Officer under section 25 (2) in Form C; in the case of an appeal 
against the order of an Income-tax Officer under section 25-A in Form C ( 1) ; 
in the case of an appeal against an order of an Income-tax Officer under 
section 28 in Form D; h1 the case of an appeal against a refusal of an Income
tax Officer to register a firm under section 26-A in Form D-1; in the case 
of an appeal against an order of an Income-tax Officer under section 23-A 
in Form F; in the case of an appeal against an order of an Income-tax Officer 
under section 26 (2) in Form G; in the case of an appeal against an order 
of an Income-tax Officer under section 44-E .(6) or. 44-F {5) in, Form K; 
in the case of an appeal against an order of an .Income-tax. Officer under 
section 46 ( 1) in Form I;. in the case of an appeal against an. order under 
section 48, 49 or 49-F refusing to grant a refund in,Forni J and in Qther 
cases in Form B. · 

Foa:u: A. 
Form pf appeal afJainst an order refusing to re-open an assessment 

' ' under Section 27. · ' · ' 
To 

The Appellate Assistant Commissioner of. ; ; ; ; ; ; ; . . . ; ; ; ; ; ; ; ; ; ; ; ..• 
The ........................ ~day of.~ ..... .~.· ...... · .... ~ ..... 19· 
The petition of .................. of. .... .';.:·.:~:: ... '.post office, 

............. District sheweth as follows:-
income 

1. Under the Indian Income-tax Act, 1922, yotir petitioner'&:---
loss · 

for the year commencing the lst day has been computed at Rs. 
of April19 • 

2. Your petitioner was prevented by sufficient cause from making the 
return required by section 22 (2) or did not receive the notice issued under 
sub-section ( 4) of section 22, or sub-section (2) of section 23, or had not a 
reasonable opportunity to comply or was prevented by sufficient cause from 
complying with the terms of the notice under sub-section ( 4) of section 22 
'or sub-section (2) of section 23, a5 more particularly specified in the statement 
attached. 

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

4. Your petitioner therefore requests that the order of the Income-tax 
Officer may be set aside and that he may be directed to make a fresh assess-
ment in accordance with the law. · · 

Signed. . 
6 



xlli THE INCOME-TAX ACT. 

STATEMENT OF FACTS. - ' 

Form of Verification. 

[R. 21 

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

Signed. 

FoRM B.· 

To 

Form of appeal against assessm~nt ~o Income-tax. 
, ' . . I 

The Appellate Assistant Commissioner of •....• ;·. . . . . . • . . •.... 
The ......................... day of: .•.. ·.- •. ;· ... ·: . .- ... •...... 19. 
The petition o!' ... '. ~ :' . .. _: ... , ... ~of .. ~ .... · .......... _ ... post offi~e • 

• . • . . . . . . . . . District sheweth as follows:_:. , - ' 
: · 1. _ Under the Indilllil Income-tax Act, 19lz,: fo;· the year commencing 

the 1st day of April 19 ; · · . . · 

*your petitioner's total income has heen assessed at •.....•.••..•.....•.. 
your petitioner's total. world income has been assessed at ••• •..•••••.•....• 
the amoutdt of tax 'payable by' your petitioner has been determined at . ...... . 
the amoutdt of loss incurred by your petitioner has been. computed 
~~· ... •.•::::: •::::: •:::.•::.•::~·,,• .. '·· • I ,,7 ., ' ' ' 

you~ p~~i!ioner.l)as J>een. gratlted. <1 refi!D.q p_f • ............... • ,_._-" •.••.•••••• ; •••• 
The notice of demand·. 

*2. Intimation of the amount of loss attached hereto was served upon 

. Intimation of the order of refund 
• •· ,. -., ' ,' . I ' ;. , ·' ' 

your petitioner on; ................................................• 

*3. . During the previous year ending ....... , . ; ... ' ........ ,, . * your 
total income was ' 

·total world ipcome was 

total tax works out .at 
petitioner's, 

loss amounted to .. ' 

refund alloWable to your petitioner was ..•..... · 
and' that during the said previous year your J?etitioner had no other income.· 

· 4. Your petitioner has made a ,re~m · oi 'his income to the I~come-tax 
Officer ....................... under section 22, sub-section ( 1) I (2) of the 
Act and has c~mplied with all the terms ,of the notice _served on him by th~ 
Income-tax Officer under section 23 (2) and lor [sect10n 22 (4) ]. 

• Delete ·the inappropriate words. 
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S. Your petitioner therefore 'prays that 
*he may be assessed accordingly. 

be may be declared not to be chargeable under the Act, 

xliii 

,. ' 

his loss may be determined at ......................................... : 

he may be granted a refund of. .................................. : ... . 

GROUNDS OF APP~ . 

Form of Verification. 

· Siqned. 

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

Signed. 

:FoitM.C. 
Form of appeal against an order under section 25 (2).• 

Tq·· 
. ' • • - • ' ' : ,' • • • . J 

The Appellate Assistant Commissioner of Inoome-tax, 
The · ' · day of · · · · 

., . ; . . ' .. 
19 

The petition of of post office, 
District sheweth as follows:-

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

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

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

STATEMENT OF FACTS. 

Form of Verification. 

Signed. 

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

Signed. 

• Delete the inappropriate words. 
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' 

STATEMENT OF FACTS .. ' 

Form of Verification •. 

I, , ·the petitioner, named in the above petition, 
do declare that what is. stated therein and in the above ·statement a£.. facts is 
true to the best of my information and belief. '·' ; , ... ~ . . ' 

Signed. , 

FoRM B.· 
Form of appeal against assessment ro lncom~-tax. 

To 
The Appellate Assistant Commissioner of, ...• ;·. . . . . . • . . , .... 

·The ..•..•.........•......... day of: .•. ;.,,;,.:;............ 19; 
The petition of' •.• ·. ~ .I •... · ... , ... ~of .. ~ ... '. 1 •••••••••.••• post offi~e. 

~ .. ·, ........ District ~heweth asfollows:~. , 
1 

.•• , • . 

. . 1., Under the Indian .Income-tax Act, 1922,. for the year commencing 
the 1st day of April 19 ; · · · ... , . , 
*your petitioner's total income has. been assessed at .•...•••••..•..•..••. 
your petitioner's total world income has been assessed at • ................. 
the amount of tax 'payable by· you~ petitioner has been determined at . •...... 
the amount of loss incu"ed by your petitioner has been computed 
~~- ................. ·.·:::: ·:::.·::.•: .:~.·... ··' .:~~.·: 
you~ p~~i!ione;,l}as jle~ grail ted. ;r refun<l.of, ..... , .·, .· ,, ............ , ........... . 

. The notice of demand·. 

*2. Intimation of the amount of loss attached hereto wa& served upon 

!~timation of the.,ord~r o~ r~fund . . . . , , . , 
your petttloner on' ...•......................••.......•............• 

*3. . During the previous year ending ....... , .............. ,·. * your 
total income was ' 

total world. i11come was 

total tax works out at . 
petitioner's, ... 

· loss amounted to .. 

refund allowable to your petitioner was ..•..... 
and that during the said previous year your petitioner had no other income. 

, 4. Your petitioner has made a return of his income to the Income-tax 
Officer ...•... , .............. under section 22, sub-section ( 1) I (2) of the 
Act and has complied with all the terms of the notice served on him by the 
Income-tax Officer under section 23 (2) andlor [section 22 {4)J. 

• Delete the inappropriate words. 
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5. Your petitioner therefore 'prays that 
*he may be assessed accordingly. 

he may be declared not to be chargeable under the Act, 

xliii 

t, -r 
his loss may be determined at ..........•...•••..••..••••.•••..•......•• 

he may be granted a refund of...' .........•••.. : ... .' .. .' .. ~. ~ •.• :. : • •.. 
· Ssqned. · · 

GROUNDS OF APPEAL. .. 
I , . ! <I 

Form of V erificatio& · · · 

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

, Signed. 

. -- I ' ' . . ' 

'( 'Foi.M~ C.. . • : , ~: 
.. :-

•' Form of appeal against a11 o,.dtf'1411de~< sectio11 25 (2).• • 
Tq·· . .··· , . ~. . ·' ... · 

, • , . ' • J ,_ •-- I 

The Appellate Assistant Commissioner of Inciu~e-tax, , . 
' The · · · day of · · 

·'· 
19 

The petition of of post office, 
District sheweth as follows:-

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

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

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

STATEMENT OF FACTS. 

Form of V erijicatio11. 

Signed. 

I, ................. _ •..•.••••... , the petitioner, named in the above 
petition, do declare that w!tat is stated therein and in the· above statement 
of facts is true to the best of my information and belief. 

''' Signed. 

• Delet.o the inappropriate words. 
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FORM c (1). 

Fonn of Appeal against an Order under section 25-A. 

To 

The Appellate Assistant Commissioner of Income-tax, 

The .. ; ..................... day of ...... -.................. 19 

The petition of .................. of .................... post office 

............ District sheweth as follows :-

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

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

GROUNDS OF APPEAL. 

fonn of Verification. 

Signed. 

IIWe , the petition~lpetitioners, named in the-
above petition, do hereby declare that what is stated therein is true to the 
best of mylour information and belief. 

I 't 
Signed. 

Fol!.JI( D. 

Fonn of Appeal to the Appellate Assistant Commissioner againtt an 
'' Order under section 28. 

To 
The Appellate Assistant Commissioner of Income-tax, 

The day of. 19 -
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The petition of of post office, 
District sheweth as follows:-

1. Unde~ section 28 of the Indian Income-tax Act, 1922, a penalty of 
Rs. has been imposed on your petitioner by the 
Income-tax Officer. The notice of demand attached hereto was received by 
your petitioner on 

*2. Your petitioner had reasonable cause for not furnishing the return 
of his total income which he was required to furnish under sub-section ( 1) 
or sub-section (2) of section 22 or section 34, or for not furnishing it within 
the time allowed and in the manner required by such notice. 

Your petitioner had reasonable cause for not complying with the notice 
under sub-section ( 4) of section 22 or sub-section (2) of section 23. 

Your petitioner did nnt conceal ,the particulars of his income or .delibe
rately furnish inaccurate particulars of such income. 

3· For the reasons given in the grounds of . appeal your petitioner 
therefore prays that the order of the Income-tax Officer may be set aside. 

GROUNDS 01' APPEAL. 

Form of verification. 

Signed. 

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

To 

Signed. 

FoRM D-1. 

Form of appeal against an order refusing to register a firm under 
section 26-A. 

The Appellate Assistant Commissioner of 
The · day of 19 ' 
The petition of of post office, 

District sheweth as follows:
Under section 26-A of the Indian Income-tax Act, 1922, your petitioner 

,applied to the Income-tax Officer for the registration 
of the firm. 

By his order, dated the a copy of which is herewith 
attached, and of which the intimation was received by your petitioner on 

the Income-tax Officer has refused to register the 
said firm. 

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

Signed. 

*Delete the Inappropriate words. 
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I, 

THE INCOME-TAX ACT. 

GROUNDS OF APPEAl. 

Form of verification. 

[R. 21 

declare that what 
arid belief. 

, the petitioner, named in the above petition do hereby 
is stated therein is true to the best of my information 

Signed. 

FoRM F. 

Form of appeal against an Order under section 23-A. 

To 
The Appellate Assistant Commissioner, 
The day of 19 • 
The petition of of post office, 

District sheweth as follows:- , 

1. The Income-tax Officer of with the approval 
of the Inspecting Assistant Commissioner of has passed an 
order dated (of which a copy is attached) under 
sub-section (1) of section 23-A of the Indian Income-tax Act, 1922 that the 
undistributed portion of the assessable income of the company for the year 
............ as computed for income-tax purposes shall be deemed to have 
been distributed as dividends amongst the shareholders as at the date of the 
general meeting held on 

2. Your petitioner being of opinion, on the grounds set out below, that 
the order of the Income-tax Officer should not have been passed prays that 
the said order may be set aside. 

Signed. 

STATEMENT OF GROUNDS OF APPEAl. 

Form of verification. 

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

To 

Signed. 

FoRM G. 

Form of appeal again.stt an order under proviso to sub-section (2) 
of section 26. 

The Appellate Assistant Commissioner, 
The day of 
The petition of · of 

District sheweth as follows:-

19 • 
post office,. 

· 1. Under the prmo'i.so. to .subcsection (2) of section 26 of the Indian 
Incom!l-tax Act, 1922, your petitioner has been held liable in respect of the 
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tax of Rs. The Notice of Demand attached hereto was 
served upon him on 

2. As will be seen from the grounds of appeal attached hereto this t"l_t 
should be recovered from whom your petitioner has 
succeeded. ' ' · 

3· Your petitioner therefore requests that the order of the In~onie-tax 
Officer imposing ta.'t of Rs. upon your petitioner 
be set aside. 

' _·I 

GROUNDS OF APPEAL. 

Form of verification. 

.. 'I 

Signed, 

I, , the petitioner, named in the above petition, do 
declare that what is stated therein and in the above grounds o£ appeal is true 
to the best. of ':'IY information and belief.'. · ' · · · · · 

Signed: 

FoRM H. 
Form of Appeal against an order under section 44-E (15) or 44-F (5). 

To .·· ,. 1: .,_,. , 

The Appellate Assistant Commissioner, . 
. The . . , . . . dayof 
The petition of · · . . · • of · 

· District sheweth as follows;-,-

19 • 
• • 

1 
. . , post office, 

1. Under· section 44-E (6) 144-F (5) a (further) penalty of 
Rs. ha~ b~en ,imposed on your petitioner by the 
Income-tax Officer · · . The Notice of Demand 
attached hereto was served upon him on •, •. 

2. As will be seen ftom the grounds of appeal attached hereto your 
petitioner had reasonable excuse for failure , , 

· to comply with the notice of 

th~ Income-tax Officer. 
to. furnish statement of particulars required by 

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

GROUNDS OF APPEAL. 

Form of verijicatio11. 

Signed. 

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

Sigrud. 
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FoRM I; 
For'!' of appeal against an order under section 46 (1). 

To 
The Appellate As~istant Commissioner, 
~ ~~ ~. 
The petition of of post office, 

' · District sheweth as follows:-
1. Under sub-section ( 1) of section 46 of the Indian Income-tax Act, 

1922, a (further) penalty of Rs. , has been imposed 
on your petitioner. The notice of demand attached hereto was served on 
him on 

2. As will be seen from the grounds of appeal your petitioner had no 
intention .to default. 

3. The tax due hi respect of the assessment for the assessment year 
........•... has already been paid. 

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

GROUNDS OF APPEAL. 

Form of verification. 

Signed. 

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

To 

Signed. 
FoRM J. 

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

The Appellate Assistant Commissioner of 
The day cri 
The petition of of 

District sheweth as follows:-

19 • 
post office, 

Your petitioner applied to the Income~ tax· Officer for a refund unde~ 
section 48, 49 or 49-F of the Indian Income-tax Act, 1922, of Rs. . 
The Income-tax Officer has by his order ~ated the of 

rejected the application 
which a copy is attached,.---------'--~--------

granted a refund of only Rs ................ . 
1ntimation of this order was received by your petitioner on 

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

Signed. 
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GROUNDS OP APPEAL. 

Fonn of verificatiOn. 
I, ,the petitioner named in the above petition do 

declare that what is stated therein is true to the best of my information 
and belief. 

Signed. 
R. 22. An appeal under section 32 ( 2) shall in the case of an appeal 

against an order of an Appellate Assistant Commissioner under section 28 
~in~rmK ··· · 

FoRM E. 
To 

The Commissioner of Income-tax, 
The day of 
The petition of 
1. Under section 31 ( 3) . of the Indian 

Appellate Assistant Commissioner of 
tax 

th payable by your petitioner from Rs. 
penalty 

toRs. 

19 • 
sheweth as follows:"-' 

Income-tax Act, 1922, the 
has increased 

2. Your petitioner prays that the enhancement may be set aside or 
reduced to Rs. for the reasons stated below. 

' I, 
declare that what is 
and belief. 

GROUNDS OP APPEAL. 

Fonn of verificatiOn . 

Signed. 

• the petitioner, named in the above petition, do 
stated therein is true, to the. best Of my information 

Signed. 
R. 22-A. Omitted. 
R. 23. (I) In the case of income which is partially agricultural income 

as defined in section 2 and partially income chargeable to income-tax und~ 
the head "Business", in determining that part which is chargeable to income
tax the market value of any agricultural produce which has been raised by the 
assessee or received by him as rent in kind and which has been utilized as raw 
·material in such business or the sale receipts of which are included in the 
accounts of the business shall be deducted, and no further . deduction shall be 
made in respect of any expenditure incurred by the assessee as a cultivator 
or receiver of rent in kind. 

(2) For the purposes of sub-rule (1) "market value" ~ be 
deemed to be:-

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

'1 
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(b) where agricultural produce. is not. ordinarily sold in the market 
in its raw state, the aggregate o£7 , · . , . 

. f, , ;CJ), th~ ~xpen,ses of cultivation; . 
:ll\(1'. (2>,··, the limq revenue pr r.ent paid ~or the. a~e;1 in which it was growr•; 

( 3) su~h amount as the Income-tax Officer finds, having· regard to 
all the circUtilstances in each case, to represent a reasonable rat~ of profit on 
the ·Sale of the produce 'in question as agricultural produce. 

: :· 'R. '24. Incoriu\'de~ived from the sale of tea grown and manufactured by 
the seller in British India shall be computed as if it were income derived from 
business, and 40 per cent. of such income shall be deemed to be income, 
profits and gains liable to tax : ' 

Provided that in computing such income an allowance shall be made in 
respect of the cost of planting busheS· in replacement of bushes that have died 
or become permanently useless in an area already planted, unless such area 
J1a~ previously been abandoned. . 
r . .,J:Wles .25 to 32. Delt!ted. 

R. 33. In any case in which the Income-tax Officer is of opinion that 
the actual amount of the income, profits or gains accruing or arising to any 
person residing out of British India whether directly or indirectly through 
.or from any business connection in British India or through or from any 
property in British India, or through or from any. asset or source of income 
in British I.ndia, · or , through .. or, ' from any money lept at .interest 
and brought .i!lto British India in cash or in kind cannot be ascertained, the 
amount of such· income, profits or gains for the purposes of assessment to 
income-tax may be calculated on such, percentage of the turnover so accru
ing or arising as the Inconie-tax Office' may consider to be reasonable, or 
011 an amount whic!t bears ·the same proportion to the total profits of the 
liusineS's of ·such persb11 ( ~ucl\ profits being coml'uted in accordance with 
the :provisioris' of the· Indian Inc'ome-taX Act) as the ·receipts so accruing 
or arising bear to the total receipts of the business, or in such other manner 
as the Incomt-tax Officer may deem suitable. 

R. 34. The profits derived from any business earned on in the manner 
referre&.to: in•'sectioii 42·. (2) .of. the Act may be determined for the pur
poses of assessment to income•tax. according to the preceding rule . 
.. ,, · 'R. s5; Deleted: 
'>'· R.'.'aK In the ~ase of a person residing in British India, an· appli
htlon. for a refund 'of tax under 'section 48 of the Act shall be made in the 
fqtlowihg form:-'-- · ' ' · · · · · · ' 

~"" ., ·." , ,, . ~tflication.fpr refund of.inL:ome-eax 1 super-tax. . , 
1, .......... of. ........ do hereby decl!lre that my total mcome com-

i'llt~4)1J aCFI>I'~ance with the _Provisions of ~e Indian Incom:-tax Act, XI 
of 1922, during the year endmg on .......... being 'the prev10us year for 
.the. assessmen~·for the year ending on ,the 31st March, 19 , amounted to 
~;1.! .. ,, .. that the total income-tax and super-tax chargeable in respect of 
~Hch, total income is R~ .. -....... and that the total amount of income-tax 
IID(l',I.I.PH~t~x paid, or}reated as, paid under sub-section (5) of section 18, 
is Rs. · · • Dhi~l:l :_ _:, __ _.,;_,_ __ ,_ .. ., -·L~ :~·; .• ;·.: J·. ".,.:J ··.l .~;. . ,. 
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I therefore pray for a refund of Rs ... •'• .......••. ·'·, •.....•....• 
Signature. ' 

1 resident and ordinarily re5ident 
· I hereby declare that I a in 

resident but not ordfuarily resident 

British India, and that what is stated in' this apJ?.lication is correct. 
Dated ....••..••••••• 19 • 

. Signature. 

R. 36-A. (a) In the case of a person not resident in British India, 
an application for a refund of tax under section 48 of .the Act shall be made 
in the following form:- · ' 

· Applicaiion for' ref~ of in~om,e-ta; I .super-taz. 

I, ........ of. ...... 00 • residing at ... 00 • 00 in ... ' ... , .. . (country) 
do hereby state that my total income and total world income computed in 
accordance with the provisions of the Iridian Income-tax Act, 1922 (XI of 
1922), during the ye'lor endi0g .on ... 00 ••• being the previous year f9r the 
assessment fqr the year ending on the 31st March, 19 , amounted to 
Rs . . . . . . . . . and Rs . : ....... respectively ; that the total income-tax and 
super-tax chargeable in respect of such total income is Rs .....•... and that 
the· total amount of income• tax and super-tax paid, or treated as paid .under 
sub-section ( S} of section 18, is Rs. • ....... .. 

I therefore pray for a 'refund of ·R.~ ...... ;. · ................... : ... 
Signature: 

I 

I her.eby deelare'that I am a British subjec~ (see note 2) 1 subject of 
State being a State 'in India· or Burma {see note 3). I 

also declare that what is stated in ·this application 'is correct. ' 
Dated ........... 19 • · 

:S,ignature. 

Sworn before me (Name). '' Designation. Signature at on 

SeaL 
NoTE 1.-The above declaration shall be sworn (a) before a Justice 

of the Peace, a Notary Public or Commissioner of Oaths if the applicant for 
refund resides in any part of His Majesty's Dominions vutside. British 
India, (b) before a Magistrate or other official of the State or a Political 
Officer if he resides in a State in, India, (c) before a British Consul if he 
resides elsewhere. · · ' · · . . · · · " 

NoTE 3.-"British subject'' means a person who is a natural born 
British subject, or a person to whom a certificate of naturalization has been 
granted. ' 

1. Delete whichever description is iuappropriate. 
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.... NoTE 3.~lf the .applicant is neither a British subject nor a subject of 
a State in lpdia :<>r in Burma he should delete the first sentence in the above 
verification. · 

(b) .. An application for such a refund ~rom a ~erson not resident in 
British Indi'il who has made a similar. application as a non-resident in the 
preceding year shall, unless the Income-tax Officer directs in any particular 
case that the application be made in the form prescribed in sub-rule (a). 
be made in the following . form:- · · · · · · · · 

Application for refwul of income-tax J super-tax. 

I, ............ of ........ residing at. ......... in . . . . . . . (country) 
do hereby state that my total income and total world income computed in 
accordance with the provisions of the Indian Income-tax Act, 1922 (XI of 
1922), during the year ending on .......... being the previous year for the 
assessment for the year ending on the 31st March 19 , amounted to 
R.S .•..••..••. and Rs • • . • • . • . . . . . respectively; that the total income-tax 
and super~ tax chargeable in respect o£ such total income is Rs ......... . 

. and that the total amount of income-tax and super-tax paid or treated as 
pai<l under sub-.section ( 5) of section 18 is Rs ...•....... 

· I therefore pray for a refund of Rs .......... . 

Signature. 

I hereby declare that I am a British subject (see note 1) Jsubject of 
...... , ....... State being a State in India or Burma (see note 2). I also 
declare that what is stated in this application is correct and that I duly 
ap~Iied for a similar refund. as a non-resident last year. 

Dated ....... 19 . 

Signature. 
NoTE 1.-"British subject" means a person who is a natural-born Bri

tish subjed, or a person to whom a certificate of naturalization has been 
granted. , 

NoTE 2.-If the applicant is neither a British subject nor a· subject of 
a State in India'or in Burma he should delete the first sentence in the above 
verification. 

R. 37. The application under rule 36 shall be accompanied by a returq 
of total income and under Rule 36-A by a return of total income and total 
world illcome in the form prescribed under 'section 22 unless the applicant . 
. has already made such a return to the Income-tax Officer. . . , 

R. 37-A. Deleted. . . 
' , .· . R. 38.. Whe~e any part of the total income of a person making an appli~ 
ci.tion under section 48 for refund of income-tax or super-tax (or both) 
consists of dividends from companies, or income from which income-tax 

. or• super-tax (or both) has been deducted under· the provisions of section 
· •18, the application shall be accompanied by the certificates prescribed under 
section 18 (9) or under section 20 as the case may be. 

· R. 39. The application under rule 36 or rule 36-A shall be made a.s 
follows:- "'· • .. •· ·. " 
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(a) If the applicant is resident in British India,' to the· Income-tax 
Officer of the District in which· the applicant is chargeable 
directly to income-tax, or if he is not chargeable directly to 
the Income-tax Officer of the district in whicl) he ordinarily 
resides; 

(b) If the applicant is resident outside British India; tO the IncomP-• 
tax Officer appointed h):' the Central Board of Revenue. 

R. 39-A. Deleted. · 

R. '40. . An application for r~fu!Jd of income-tax. unde.~ section 49 of 
the. Act shall be made in the following fo~ :- ' 

Application for reloef from double income-tax under section 49 of the 
Indian Income-tax Act, 1922. · ' 

I, of . , do hereby 
state that I have paid (or under the provisions of section 49-B of the Act 
must be deemed to have paid) United Kingdom income-tax and super-tax 
amounting to £ ' for the year ending 19 , on an. income 
of £ and that Indian income-tax/income-tax and super-
tax of Rs. has also been paid (or under the provisions of 
section 49-B of the Act must be deemed to have been paid) on the same 
income/income from the same source amounting to Rs. • l have obtained 
relief under the provisions of section 27 of the Finance Act, 1920, at the 
rate of in accordance with the attached certificate from 
His Majesty's Inspector of Taxes. 

I now pray for a further relief at the rate of ·amounting to Rs. 
under section 49 of the Indian Income-tax Act, 1m. to which. I am entitled. 
My income from all sources to which this Act applies during the "previous 
year" ending on the 19 , amounted to Rs. ·' · · · · 

only-See Return of income attached!already S\lbmitted. • .• , 

Signature. 

I hereby declare that what is stated herein is correct. 

_, Signature. 

Dated. 19 

R. 40-A. An application for refund of income-tax under the India 
and Burma (Income-tax Relief) Order, 1936, shall be made in the follllwing 
form:- · · 

Application for rrlief from doubk!triple income-tax under the India 
and B..,.,11a (Income-tax Relief) Order, 1936. 

I of do hereby state that I have paid1 

Durma Income-tax!incorne-tax and super-tax amounting to Rs. . 

Burma Income-tax/income-tax and super~tax and United Kingdom Income-

• For cl.;maQts for tllo ~~ from ~ iDcome-1U cm.IJ, . · ' . 
' ,, l" ' I 
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.. NOTE 3.~lf the .applicant is neither a. British subject nor a subject of 
a State in lpdia ~r in Burma he should delete the first sentence in the above 
verification. · 

(b).. An application for such a refund from a person not resident in 
British lndi;~ who has made a similar. application as a non-resident in the 
preceding year shall, unless the Income-tax Officer directs in any particular 
case that the application be made in the form prescribed in sub-rule (a), 
be made in the following form:- ' · · · · · 

Application for reflmd of income-tax I super-tax. 

I, ............ of ........ residing at .......... in ....... (country) 
do hereby state that my total income and total world income computed in 
accordance with the provisions of the Indian Income-tax Act, 1922 (XI of 
1922), during the year ending on .......... being the previous year for the 
assessment for the year ending on the 31st March 19 , amounted to 
R.s ........... and Rs. • . • • . . . • . • . respectively; that the total income-tax 
and super-tax chargeable in respect of such· total income is R.s ......... . 

. and that the total amount of. income-tax and super-tax paid or treated as 
paid under sub-section ( 5) of section 18 is Rs ..•... , .... 

I therefore pray for a refund of Rs .......... , 

Signature. 

I hereby declare that I am a British subject (see note 1) !subject of 
.............. State being a State in India or Burma (see note 2). I also 
declare that what is stated in this application is correct and that I duly 
apl'l!e~ f~r a_ similar refund. as a non-resident last year. 

Dated ....... 19 . 

Signature. 
. NoTE 1.-"B~itish subject" means a l'erson who is a natural-born Bri
tish sub jed, or· a person to whom a certificate of naturalization has been 
granted. · ·. . . . . · 

NoTE 2.-I£ the applicant is neither a British subject nor a· subject of 
a State in India' br iii Burma he should delete the first sentence in the above 
verification. · · . 

R. 37. The application under rule 36 shall be accompanied by a return 
of total income and under Rule 36-A by a return of total inoome and total 
world i11come in .the form prescribed under section 22 unless the applicant 
_has alr¢ady made such a return to the Income-tax Officer. 

R. 37-A. Deleted. 
: , .·. R. 38.. Where any part of the total income of a person making an appli
. c~tion under section 48 'for refund of income-tax or super-tax (or both) 
consists of dividends from companies, or income from which income-tax 

. or• super-tax (or both) has been deducted under the provisions of section 
· •18, the application shall be accompanied by the certificates prescribed under 
section 18 (9) or under section 20 as the case may be. 

· R. 39. The application under rule 36 or rule 36-A shall be made as 
follows:-
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(a) If the applicant is resident in British India; to the Income-tax 
Officer of the District in which the applicant is chargeable 
directly to income-ta:.t, or if he is not chargeable directly to 
the Income-ta:.t Officer of the district in whicl) he ordinarily 
resides; 

(b) If the applicant is resident outside British India~ to the Incom,.
talt Officer appointed by the Central Board of Revenue. 

R. 39-A. Deleted. · 

R. 40. An application for refund of income-taJt under section 49 of 
the Act sball be made in the following form:-

Application for rel>ef from double income-tax under section 49 of the 
Indian Income-tax Act, 1922. · · 

I, of , do hereby 
state that I have paid (or under the provisions of section 49-B of the Act 
must be deemed to have paid) United Kingdom income-ta:.t and super-talt 
amounting to £ ' ·for the year ending 19 , on an. income 
of £ and that Indian income-taxjincome-ta:.t and super-
ta:.t of Rs. has also been paid (or under the provisions of 
section 49-B of the Act must be deemed to have been paid) on the same 
incomejincome from the same source amounting to Rs. • I have obtained 
relief under the provisions of section 27 of the Finance Act, 1920,. at -the 
rate of in accordance with the attached certificate from 
His Majesty's Inspector of Tues. 

I now pray for a further relief at the rate of amounting to Rs. 
under section 49 of the Indian Income-tu Act, 19;22, to which I am entitled. 
My income from all sources to which this Act applies during the "previous 
year" ending on the 19 , amounted to Rs. " -

only-See Return of income attachedlalready submitted. · , 

Signature. 

I hereby declare that what' is stated herein is correct. 

Signature. 

Dated. 19 

R. 40-A. An application for refund of income-tax under the India 
and Burma (Income-ta:~t Relief) Order, 1936, shall be made in the following 
form:-

Appli~atiot~ for rrlit!f from doubkltriple it~come-la.x ut~der the lt~dia 
a11d B..,.,,a (/t~cC»ffe-tax Reliq) Order, 1936. 

I of do hereby state that I have paid' 
numta Income-ta:.tlincome-taJt and super-ta:.t amounting to Rs. 

Bumta Income-tBltjincome-tax and super-tu and United Kingdom income-

-,1 ' 
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ta~/incollle-tax and super-tax amounting' to Rs: 
· · ending · · · · · · · 

'for the year · · · 31st Marcli,' 19 
' •• '< ended . . .. 

Rs. 

1R.40-B 

·and £ · · respectively 

'. 

on an income• of .. 
'Rs. and £ respectively 

and that Indian incollle-tax/income-tax and super-tax of Rs. 
has also been paid on the same income part of the same income amounting 
to Rs. I am therefore entitled to relief under the provi
sions of the India and Burma (Income-tax Relief) Order, 1936 at the 
rate of (I have obtained relief under provisions of section 
27 of the Finance Act, 1920 at the· rate o( in accordance with 
the attached certificate from His Majesty's Inspector of Taxes). 

I now pray for relief amounting to Rs. under the India and 
Burma (Income-tax Relief) Order, 1936. My income from all sources to 
which the Indian Income-tax Act, 1922, applies during the previous year 
ending on the 19 ; amounted to Rs. only-See 
return of income attached/already submitted. I attach the official receipt 
of the Burma income-tax paid and the notice of assessment, showing the 
basis on which the liability has been computed' (as also copies of the appel
late' ·order of the Assistant Commissioner and or the Order on revision by 
the Commissioner.) 

Signature. 

I hereby .declare that what is stated . herein is correct.• I further 
declare that as regards my Burma assessment, I have no intention to ap
peal to the Assistant Commissioner or to approach the Commissioner to 
revise it 

Signature. 
Dated i9 . 
R. 40-B. An appeal 'under the India and Burma (Income-tax RelieQ 

Order, 1936, shall be in the· following form:~ 

Form of Appeal .agaitnst an order refU..ing to grant a refund undt'f' the 
India and Burma (Income-tax Relief) Order, 1936 .. 

To, 
'' The Appellate Assistant Commissioner of 

The day of 19 
The petition of of post office, 

District sheweth as follows:-

a Where the income on which income-tax has been charged differs from that on 
which super-tax has been charged both amounts must be specified. 

s In cases in which no appeal to the Assistant Commissioner or petition to revise 
the assessment to the Commissioner has been made these words or the appropriate 
part thereof may be struck off. 

' In case an appeal and a revision petition have been made or only an appeal has 
be011 made, these words· or the appropriate part· thereof may be struclc off. 
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Your petitioner applied to the Income-tax Officer for a refund .t!nder 
the India and Burma· (Income-tax Relief) Order, ·1936; of Rs. · ' · 
The Income-tax Officer has l>y his Order dated the of which 
a copy is attached rejected the applicationjgra,nted a -refund of only Rs. 

· . . Intimation of ·this Order. was received by 
your petitioner on· .. 

I'• ' 

Your petitioner therefore requests that the order of the Income-tax 
Officer may be set, aside and the r~funa .a~ked. for may be gr!lnt~d·.· 

· · •· '· ·· signed. · .... ·· 

.GROUNDS OF. APPEAL .. 

Form; of· verification. 

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

Signed. . . ' 

R. 41. The application under 'Rules 36, 36-A! o'r Rule 40 inay be 
presented by the applicant in person or through a d.uly -authorise!l -agent 
or may be sent by post. · 

. . -, , (' ; . jr_ :, " 
R. 42. A return shall be furnished by the principal officer of a Company 

under section 19-A in respect of a dividend or aggregate· dividends if the 
amount thereof exceeds Rs. 5,000. 

R. 42-A. A retu~ shall be furnished by the person responsible for 
paying interest not beipg interest on securities in respect of amounts of 
interest or aggregate i!lterest exceeding Rs. 400. 

R. 43. The return by the principal officer of a Company under section 
19-A shall be in the following form and shall be delivered to the Income
tax Officer who assesses the company:-

~''""" urtder section 19-A of the Indian Income-tax Act, 1922, ftW the 
year lsi April 19 31st March, 19 

Name of Company 

Address of Company 
(I) Resident Shareholders!Non-Resident Shareholders. 

Serial I number. Name of shareholder. 

• 

Address 
of 

shareholder. 

Date of' 
declaration 

of dividends. 

4 

. 
. ' 

.. .l \'-' \ 

... (2) Ajnount of 
dividends-

l I .. : .. 
·----·-----~--~~--~--~--~----~~~r-~~~~~~-----
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·.I, • , the principal officer of the · Company, 
hereby certify that the above statement contains a complete list of the 
tesident;non-resident shareholders o£ the Company to whom a dividend or 
aggregate dividends exceeding Rs. 5,000 was or were distributed in the 
period from the 1st April, 19 to the 31st March, 19 

Signature. 
Dated 19 

NOTE 1.-5eparate .forms should he used for resident and non-resident share
holders. 

NOTE 2.-Where dividends are issued "free of income-tax", the figure to he 
entered in column 5 is the sum actually paid, and the figure to be entered in -column 
6 is the aggregate of the sum so paid and the amount of income-tax payable by the 
Company in respect of the dividends. 

R. 43-A. The return under section 20-A shall be in the following form 
and shall be delivered to the Income-tax Officer in whose jurisdiction the 
person responsible for paying interest resides:-

Return uHtler section 20-A of the Indian Income-tax Act, 1922, for the 
yerw 1st April, 19 to 31st March, 19 

Name of payer. 

Address of payer. 

Amount 
of 

Address Date interest 
Serial Name of payee. of .of or aggre-

No. payee. payment. gate 
interest. 

l 0 • . ,. 

I hereby certify that the above statement contains a complete list of 
persons to whom interest or aggregate interest exceeding Rs. 400 was 
paid during the period 1st April, 19 to 3ht March, 19 

· · Signature. 

Dated 19 

R. 44. The following bodies are recognised by the Central Board oi 
Revenue as associations of accountants for the purposes of clause (iii) of 
sub-section (2) of section 61 of the Indian Income-tax Act, 1922:-

1. The Institute of Chartered Accountants in England and Wales; 
2. The Society of Accountants in Edinburgh; 
3. The Institute of Accountants and Actuaries in Glasgo" ; 
4. The Society of Accountants in Aberdeen; 
5. The Institute of Chartered Accountants in Ireland; 
(i, The Society of Incorporated Acco11ntants and Auditors, London, 
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R. 45. The following accountancy examinations are recognised by the 
Central Board of Revenue for the purpose of sub-clause (b) of clause ( iv) 
of sub-section (2) · of section 61 of the Indian Income-tax Act, 1922:-

1. Government Diploma in accountancy examination conducted by 
the Accountancy Diploma Board, Bombay; 

2. Diploma in Commerce issued under the authority of the Provincial 
Governments in Madras, Bengal, Punjab and Delhi; 

3. The First Examination conducted by the Central Government, 
under the Auditors Certificates Rules, 1932. 

4. Examinations conducted by the Association of certified and 
Corporate Accountants, London. 

R. 46. The following educational qualifications are prescribed by the 
Central Board of Revenue for the purposes of sub-clause (c) of clause ( iv) 
of sub-section (2) of section 61 of the Indian Income-tax Act, 1922:-

A degree in Commerce, Law, Economics or Banking including Higher 
Auditing conferred by any of the following Universities:-

1. Indian Universitiu.-Any Indian University incorporated by any 
law for the time being in force. 

II. Rangoon University. 

III. English and Welsh Universities.-The Universities of Birming
ham, Bristol, Cambridge, Durham, Leeds, Liverpool, London, Manchester, 
Oxford, Reading, Sheffield and Wales. 

IV. Scottish Univer.rities.-The Universities of Aberdeen, Edinburgh, 
Glasgow and St. Andrews. 

V. Irish Universities.-The Universities of Dublin (Trinity College) 
and the Queen's University, Belfast . 

. INDIAN INCOME-TAX (PROVIDENT FUNDS RELIEF) RULES. 
R. 1. These rules may be called the Indian Income-tax (Provident 

Funds Relief) Rules. 

R. 2. In these rules, "section" means a section of the Indian Income-tax 
Act, 1922 (XI of 1922). 

R. 3. The contributions made by employees after the date of recognition 
of a provident fund and the interest on the accumulated balances of such 
contTibutions shall be wholly invested either in securities of the nature speci
fied in clause (o), (b), (c), (d) or (e) of section 20 of the Indian Trusts 
Act, 1882, and payable both in respect of capital and of interest in British 
India, or in a Post Office Savings Bank Account in British India. 

R. 4. ( 1) Withdrawals by employees shall not be allowed by the trustees 
·except on special grounds in the following circumstances or circumstances of 
a similar nature--

8 

( o) to pay expenses incurred in conrt«tioo with the illnesa of a 
subscriber ol' a member of his family; 
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(b) to pay for the passage over. the sea of a subscriber or any 
member of his family; 

(c) to pay expenses in connection with marriages, funerals or 
ceremonies which by the religion of the subscriber it is in
cumbent upon him to perform and in connection with which it 
is obligatory that expenditure should be incurred; 

(d) to meet the expenditure on building or purchasing a house or 
a site for a house provided that such house or site is assignee! 
to the trustees of the fund; 

(e) to pay premia on policies of insurance on the life of the 
subscriber or of his wife provided that the policy is assigned 
to the trustees of the fund and that the receipts granted by 
the insurance company for the premia are from time to time 
handed over to the trustees for inspection by the Income-tax 
Officer. 

(2) For the purposes of sub-rule ( 1) "Family" means any of the 
following persons who reside with and are wholly dependent on the employee, 
namely:-the employee's wife, legitimate children, step-children, parents, 
sisters and minor brothers. 

( 3) No such withdrawal shall exceed ( 1) the pay of the employee 
for three months, or, in the case of a withdrawal for the purpose specified in 
clause (d) of sub-rule ( 1) six months at the time when the advance is granted, 
or (2) the total of the accumulation of exempted contributions and exempted 
interest contained in the balance to the credit of the employee whichever 
is less. 

( 4) A second withdrawal shall not be permitted until the sum first 
withdrawn has been fully repaid. · 

R. 5. ( 1) Where a withdrawal is allowed for a purpose specified in 
clause (d) or clause (e) of sub-rule ( 1) of rule 4·the amount withdrawn need 
not be repaid. · · 

(2) Where a withdrawal is allowed for any other purpose the amount 
withdrawn shall be repaid in not more than twenty-four equal manthly instal
ments and shall bear interest in accordance with rule 6 and no further 
withdrawal shall be permitted until repayment ha~ been effected in fulL 

R. 6. In respect of withdrawals which are repaid in not more than 12 
monthly instalments, an additional instalment of 4 per cent. of the amount 
withdrawn shall be paid on account of interest; and in respect of withdrawals 
which are repaid in more than 12 monthly instalments two such instalments 
of 4 per cent. of the amount withdrawn shall.be paid on account of interest: 

Provided, however, that at the discretion of the Trustees of the Fund, 
interest may be recovered on the amount withdrawn or the balance thereof 
outstanding from time to time at 1 per cent. above the rate which is payable 
for the time being on the balance in the fund at the credit of the member. 

R. 7. The employer shall deduct such instalments from the employee's 
salary, and pay them ~ the Trustees. The deductions .shall commence from 
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the second monthly payment made after the withdrawal or in the case of an 
employee on leave without pay from the second monthly payment made after 
his return to duty. 

R. 8. In case of default of repayment ~f instalments under rules 6 
and 7, the Commissioner of Income-tax may at his discretion order that the 
amount of the withdrawal or the amount outstanding shall be added to the 
total income of the employee for the year in which the default occurs and 
the Income-tax Officer shall assess the employee accordingly . 

. . R. 9. Notwithstanding anything contained in rules 4 to 8, it shall be 
open to the trustees of a recognised provident fund to permit the withdrawal 
of ninety per cent. of the amount standing at the credit of an employee if the 
employee takes leave preparatory to retirement, provided that if he rejoins 
duty on the expiry of his leave he shall refund the amount drawn together 
with interest at the rate allowed by the fund. 

R. 9-A. Where the accounts of a recognised provident fund are kept 
outside British India, certified copies of the accounts shall be supplied not 
later than the 15th June in each year to a local representative of the employer 
in British India: 

Provided that the Income-tax Officer may in any year appoint a date 
later than the 15th June as the date by which the certified copies shall be 
supplied. · · 

R. 10. ( 1) An application for recognition shall be made by the 
employer maintaining the fund for which recognition is sought and shall be 
accompanied by the following documents:-,-

( a) the trust deed if any in original with one copy thereof, the latter 
to be retained by the Commissioner, and 

(b) the rules of the fund: 

Provided that if the original of the trust deed cannot. conveniently be 
produced, it shall be open to the Commissioner of Income-tax to accept in lieu 
of the original a copy certified either by a Magistrate or in any manner 
specified in rule 7 of the Indian Companies Rules, 1914, in which case an 
additional copy shall be furnished for retention by the Commissioner. 

(2) The application shall be submitted through the Income-tax 
Officer of the area in which the accounts of the funds are kept, or, if the 
accounts are kept outside India, through the Income-tax Officer of the area 
in which the local headquarters of the employer are situate. 

( 3) The application shall contain the following information:-

(a) N arne of employer and address, his business, profession, etc., 
also his principal place of business. 

(b) Number of employees subscribing to the fund

( i) in British India; 

( ii) in Indian States; 
(iii) outside India. 
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(c) Place where the accounts of the fund are or will be maintained. 
(d) If the fund is already in existence--

(i) a copy of the last balance sheet of the fund, where such is 
maintained, 

( ii) details of investments of the fund. 
( 4) A verification in the following form shall be annexed to the 

application:-

FoRM oF VERIFICATION. 

Well, the trustee( s) of the abovenamed fund, do declare that what is 
stated in the above application is true to the best of our information and belief, 
and that the documents sent herewith are the originals or true copies thereof. 

R. 11. Where an employee of a company owns shares in the company 
with a voting power exceeding ten per cent. of the whole of such power the 
sum of the exempted contributions of the employee and employer to the 
recognised provident fund maintained by the company shall not exceed Rs. 250 
in any month. 

R. 12. If an employee assigns or creates a charge upon his beneficial 
interest in a recognised provident fund, the Income-tax Officer shall, on the 
fact of the assignment or charge coming to his knowledge, give notice to the 
employee that if he does not secure the cancellation of the assignment or 
charge within two months of the date of receipt of the notice the consideration 
received for such assignment or charge shall be deemed to be income received 
by him in the year in which the fact became known to the Income-tax Officer 
and shall be assessed accordingly. 

R. 13. If the Commissioner withdraws recognition . from a recognised 
provident fund, the balance to the credit of each employee at the end of the 
financial year prior to the date of the withdrawal of recognition shall be paid 
to him free of income-tax and super-tax at the. time when such emplqyee 
receives the accumulated balance due to him. The 1"emainder of the accumu
lated balance due to him shall be liable to income-tax and super-tax as if the 
fund had never been recognised. . .. 

R. 14. Before withdrawing recognition, th~ Commissioner of Income
tax shall give an opportunity to the employer ~d the trustees of the fund 
t<J• show cause why recognition should not be withdrawn. 

THE INDIAN INCOME-TAX (PROVIDENT FUNDS RELIEF) 
(CENTRAL BOARD OF REVENUE) RULES. 

R. 1. These rules may be called the Indian Income-tax (Provident 
Funds Relief) (Central Board of Revenue) Rules. 

R. 2. In these rules "section" means a section of the Indian Income
tax Act, 1922 (XI of 1922). 

R. 3. An order according- recognition to a provident fund shall take 
eff~t-
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(a) in cases where the application for recognition has been received 
by the Commissioner of Income-tax before the 31st May 1930-
on 31st May, 1930; 

(b) in other cases-on the last day of the month in which the order 
is made, or, at the request of the employer, on the last day of 
any later month in the same financial year. 

R. 4. An appeal under sub-section ( 4) of section 58-B, shail be in the 
following form and shall be verified in the manner indicated therein:-

Form of appeal against refusal to recognise or withdrawal of recognition 
from a Provident Fund. 

To 

The Central Board of Revenue. 

The petition of ..•............... employer( s) carrying on business, 
profession or vocation .... at .......•.•.. 

Your petitioner(s) applied to (olliained sanction from) the Commis
sioner of Income-tax under section 58-B of the Indian Income-tax Act, 1922, 
for the recognition of the provident fund maintained by him (them) for the 
benefit of his (their) employees. The Commissioner of Income-tax has 
refused recognition (withdrawn recognition) for the reasons stated in his 
order dated ....•..... ; . of which a copy is attached. 

For the reasons setout below your petitioner(s) submit(s) that the fund 
should be (continue to •be) recognised, and pray(s) that the Central Board 
of Revenue may be pleased to accord recognition I continue the recognition. 

Grounds of appeal. 

Well. •....•.•••.... the petitioner(s) named in the above petition do 
declare that what is stated therein is true to the best of ourlmy information 
and belief. · 

Sigtlllture • ............... 

Address of the appellant ............ ' ............ , ................... . 

Date 

N.B.-Unnecessarj words or letters should be scored out. 

R. 5. The accounts of a recognised provident fund shall be prepared 
at intervals of not more than twelve months. 

R. 6. An account shall be maintained for each subscriber to the 
fund and it shall include the particulars shown in the following form: 
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NON-REPAYABLE WITH
DRAWALS ACCOUNT. 

TEMPORARY WITHDRAWALS 
ACCOUNT. 

April 
May 

i::J; 
Marcil 

(Amount. I 

Total ·I 

Balance brought 
forward 
Aril M'.:y 
June 
July 

March 

Advance. ,. Repay· llntereat. 
ment. 

Balance carried 
over. 

R. 7. An abstract for the financial year or other applicable accounting 
period of the individual account of each employee participating in a recog
nised provident fund whose income under the head "Salaries" is Rs. 1,500 
or over per annum shall be furnished by the trustees to the Income-tax Officer 
of the area in which the employer conducts his business, profession or 
vocation, or to such other Income-tax Officer as the Commissioner may, 
in each case, direct, not later than the fifteenth day of June in each year. It 
shall be in the form prescribed in rule 6, but shall show only the totals of the 
various columns thereof for the financial year or other accounting period. 
It shall also give an account of any temporary withdrawals by the employee 
during the year and of the repayment thereof. Similar abstract shall also 
be furnished in respect of other employees participating in a recognised 
provident fund who were allowed withdrawals under Rule 4 of" the Indian 
Income-tax (Provident Funds Relief) Rules or who come within the purview 
of Rule 11 of these Rules. 

R 8. The account to be made under the provisions of sub-section ( 1) 
of section 58-J shall show in respect of each employee (i) the total salary paid 
to the employee during the period of his participation in the provident fund, 
( ii) the total contributions, (iii) the total interest which has accrued thereon, 
and ( iv) so far as may be, the percentage of the employee's salary in 
accordance with which contributions have been made by the employer and 
employee. 

INCOME-TAX (DOUBLE TAXATION RELIEF) (INDIAN 
STATES) RULES, 1939. 

NotijicatioK No. 69 dated IM 16th September, 1939. 
· In el!'ercise of the powers conferred by section 49-A of the Indian 

Income-tax Act, 1922 (XI of 1922) the Central Board of Revenue is pleased 
to make the following rules for the grant of relief in respect of income on 
which tax has been paid both in British India and in certain Indian States, 
vi.r:-

1. These ntles mav be cited as the Income-tax (Double Taxation 
Relief) (Indian States) -Rules, 1939. 

2. In these rules,-
( a) the expression "Indian income-tax" and "Indian rate of tax" 

have the same meanings as in clauses (a) and (6) respectively 
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of sub-section (2) of section 49 of the Indian Income-tax 
Act, 1922. 

(b) "State" means any of the Indian States specified in the schedule 
to these Rules. 

(c) the expression "state income-tax" means income-tax and super
tax charged in accordance with the provisions of the law relating 
to income-tax for the time being in force in the State; and 

(d) the expression "State rate of tax" means the amount of State 
income-tax divided by the amount of the larger of the two 
incomes on which income-tax and super-tax respectively have 
been charged by the State. 

3. If any person who has paid by deduction under section 18 of the 
Indian Income-tax Act, 1922 or otherwise, Indian income-tax for any year 
on any part of his income proves to the satisfaction of the Income-tax Officer 
that he has at any time by deduction or otherwise paid State income-tax in 
respect of the same part of his income he shall be entitled to the refund of a 
sum calculated on that part of his income at a rate equal to half the State 
rate of tax: 

Provided that the rate at which refund shall be given shall not exceed 
half the Indian rate of tax. 

4. ( 1) Every application for refund of income-U.x under these rules 
shall be made to the Officer of the district in which the applicant is charge
able directly to income-tax or if he is not chargeable directly to income-tax 
to the Income-tax Officer of the district in which the applicant ordinarily 
resides or if he is not resident in British India,-

( i) to the Income-tax Officer of the district or area in which he was 
last charged directly to income-tax when so resident, or 

( ii) if he has never been so resident, to the Income-tax Officer of the 
district or area where the inconie-tax for the refund of which 
application is made was paid. 

(2) Such application may be presented by the applicant in persop or 
by a duly authorised agent or may be sent by post and shall be in Form l 
appended to these Rules. · 

5. No claim to any refund of Indian income-tax or super-tax under 
these rules shall be allowed unless it is made within 4 years from the last day 
of the financial year commencing next after the expiry of the previous year 
in which the income arose accrued or was received or was deemed to have 
arisen, accrued or been received or was brought into British India: 

Provided that where the claim is to a refund of income-tax or super
tax paid prior to 1st April, 1939, the claim shall not be allowed unless it is 
made within one year of the last day of the year in which such· tax or the 
State income~tax was recovered whichever is later. 

6. An applicant for refund under these Rules may appeal to the ' 
Appellate Assistant Commissioner of Income-tax from any order of the 
Income-tax Officer disallowing the claim for refund either wholly or in part. 

7. The appeal shall be presented within 30 days of the day on which 
the order of the. Income-tax Officer was communicated to the applil:ant and 
shall be in Form li appended to these. Rules. 



ScH.]' DOUBLE 'fAXA'tlON RELIEF '(l.S.) RULES. 

SCHEDULE. 
Gujarat States Agency. 

1. Baroda. 
2. Chhota Udepur. 
3. Sachin. 

Kashmir Agency. 
1. Jammu and Kashmir. 

1. Travancore. 
2. Cochin. 

1. Sandur. 

1. Dhar. 
2. Makrai. 
3. ,Bhopal. 

l, Patiala. 
2. Bahawalpur. 
3 .. Jind . 

. . _4. . Kapurthala. 
· 5. Loharu. 
6. Maler Kotla. 
7. Mandi. · 
8. Faridkot 

l. Baghat. 

1. Akalkot. 
2. Phaltan. 
J. Ramdrug. 
4. Kolhapur. 
5. Sangli. 
6. Jamkhandi. 

1. Ben ares. 

t. Bastar. 
2. Kanker. 
3. Raigarh. 
4. Jashpur. · · · s: · Sarilnga rh. · · · 
6. Kawardha. 
7. Khairagargh. 

9 

Madras Sllates Agency. 

Mysore Agency. 

Central India Agency. 
' ' 

Punjab States Age~tey. 

Punjab Hill Stales Age~tey. 

Deccan Stat's Age~tey. 

Gwafior Age~tey. 

Ea.Stmo Stat~s Age~U:J. 



8. Korea. 
9. Nandgaon. 

10. Chhuikhadan. 
11. Mayurbhanj. 
12. Patna. 
13. Sonepur . 
.14. Kalahandi. 
15. Rairakhol. 
16. Baudh . 
. 17. Seraikela. 
18. Talcher. 
19. Gangpur. 
20. Kharsawan. 
21. Keonjhar. 

FORM I. 

(See RULE 4). 
Application fo,. ,.elief f,.om double taxation unde,. the Income-tax (Double 

Taxation Relief) (Indian States) Rules, 1939. 
I,.. .. .. .. .. .. • .. .. . of .. .. .. .. .. .. .. .. .. do hereby state that I 

have paid [or under the provisions of section 49-B of the Indian Income-tax 
Act, 1922 (XI of 1922) must be deemed to have paid] .•...... (name of 
State) State income-taxi income-tax and super-tax amounting toRs. ....... . 
for the year ending 19. . • • on an income of Rs ........... and that Indian 
income-taxlincome-tax and super-tax of Rs ......... ; .has also been paid 
[or under the provisions of section 49-B of the Indian Income-tax Act, 1922 
(XI of 1922) must be deemed to have been paid] on the same incomelpart 
of the same income, amounting to Rs., .... , :. ; J.qow pray for relief at the 
rate of .......... amounting to Rs ........... to which I am entitled under 
the Income-tax (Double Taxation Relief) (Indian States) Rules, 1939 .. My 
*income from all sources dtiring· the "previous year'' ending on the ....... . 
19 .••. amounted toRs ......••. only see return of income·attachedlalready· 
submitted. 

Signature. 
I hereby declare that what is stated herein· is correct. 

Dated. . • . . • • • Signature. 

-
*Where the income on which income-tax bas been charged differs from :that oo 

which auper·tax bas been charged, both amounts must be <ipecified. 



DOUBLE TAXATION RELIEF (KENYA) RULES . 

....... : ........ day of ....•..........• 19 ...• 
The petition of. ............. of ...... , ......• post office ....... . 

district, showeth as follows :-
Your petitioner applied to the Income--tax Officer for refund under the 

Income-tax (Double Taxation Relief), {Indian States), Rules, 1939, for 
Rs.. . . . . . . . The Income-tax Officer has by his order dated . . . . . . . . . . of 
which a copy is attached has rejected the applicationjgranted a refund of 
only Rs.. . . . . . . . Intimation of this order was received by your petitioner 
on .......... .. 

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

Signed. 
GROUNDS OF APP.EAL. 

Form of verification. 

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

Signed 

INCOME-TAX (DOUBLE TAXATION RELIEF) (KENYA) 
RULES. 

In exercise of the powers conferred by section 49-A of the Indian 
Income-tax Act, 1922 (XI of 1922), the Central Government is pleased to 
make the following rules for the granting of relief in respect of income on 
which tax has been paid both in British India and in Kenya, namely:-

1. These rules may be cited as the Income-tax (Double Taxation 
Relief) (Kenya) Rules, 1939. · 

2. In these rules,-
( a) the expression 'Kenya income-tax' means tax charged for any 

year in accordance with the provisions of the Income-tax 
Ordinance, 1937 (XII of 1937) of the Colony a'ld Protectoratl; 
of Kenya, · 

(b) the expression 'Kenya rate of tax' has the meaning assigned to 
it in sub-section ( 3) of section 44 of the said Ordinance, 

(c) the expressions 'Indian Income-tax' and 'Indian rate of tax' have 
the same meaning as in clauses (a) and (b), respectively of 
sub-section (2) of section 49 of the Indian Income-tax Act, 
1922. 

3. If any person who has paid by deduction under section 18 of the 
Indian Income-tax Act, 1922 or otherwise Indian Income-tax for any year 
on any part of his income proves to the satisfaction of the Income-tax Officer 
that he has paid by deduction or otherwise Kenya income-tax for that year 
in respect of the same part of his income, he shall be entitled to a refund 
of a swn calculated on· that part of his income ar a rate to be determined as 
follows:- · - - · ·· 
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( i) If he is resident .in British India the rate at which refund is to be 
given shall be- . 

(a) the Kenya rate of tax, when that rate does not exceed half of 
· the Indian rate of tax; and 

' (b) half the Indian. rate of tax, in any other case. 
(ii) If he is not resident in British India the rate at which refund is 

to be given shall be,-. · 
(a) half of the Kenya ;ate ~£ tax wh~n that rate does 'tioi exceed 

the ,Indian rate of tax, and 
(b) in any other case, the amoun~ by which the Indian rate of tax. 

exceeds half of the Kenya rate of tax. 

Provided that in no case shall the tate at which such refcmd is <'alcu-
1ated exceed half the Indian rate of tax appropriate to the income of the 
person entitled to relief or be greater than the, excess of the !ower of the 
Indian and the Kenya rate of lax over the rate at which relief is given in 
Kenya. · 
' j . ' ' : ' j ,' .. 

4. ( 1) Every application for refund of income-tax untkr tl1ese ·rules 
,;hall be made to the Income-tax Officer of the district in which the ;,pplicant 
is chargeable directly to income-tax or if he is not chargeable directly to 
income-tax, to the Income-tax Officer of the District in which the applicant 
.Qrdinarily resides; or if he is not resident iri British India- · " 

( i) . to the Income-tax Officer of th~ district or area in which he was 
last charged directly to income-tax 'when so resident, or ' 

( ii) if he has never been so resident, to the Income-tax Officer of the 
district or area where the income-tax £or tlie refund of wluch 
application is made was paid. · 

(2) Such application may 'be presented by the applicant in person or 
by a duly authorised agent or may be sent by post, and shall as far as circum
stances permit be in Form I appended to these rules. 

5. No claim to any refund of Indian inc~me-tax or super-tax under, 
these rules shall be allowed unless it is made within four years from the last 
{fay of the financial year commencing nex~ after the expiry of the previous 
year in which the income arose, accrued or was received or was deemed to 
have arisen, accrued or been received or was brought into British India. 

Provided that where the claim is to a refund of income-tax or super
tax paid prior to the 1st April, 1939, the claim shall not be allowed unless it 
is made within one year from the last day of the year in which such tax or 
the Kenya income-tax was recovered whichever ·is later. 

6. An applicant for refund under these rules may appeal to the 
Appellate Assistant Commissioner of Income-tax from any order of the 
Income-tax Officer disallowing the claim for refund either wholly or in part. 

. 7. The appeal shall be presented within thirty days of the date on which 
the order of the Income-taX Officer was communicated to the applicant, and 
:>hall, as far as circumstances permit, be in Form II appended to these rules. 
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FORM I. -
(See RULE 4). 

Application for relief from double income-tai under ~he Income-tax 
(Double Taxation Relief) (Kenya) Rules, 1939. 

I, ............... ·.. . of .................. , do hereby state that I 
have paid or under the provisions of section 49-B of the Indian Income-tax 
Act, 1922 (XI of 1922) must be deemed to have paid Kenya income-tax 
amounting to £ for the year ending 19 on an income of £ 

· and that Indian Income-tax (income-tax and super-tax of Rs. has 
also been paid or under the provisions of section 49-B of the Indian Income
tall Act, 1922 (XI of 1922) must be deemed to.have been paid on the same 
income* part of the same income amounting to Rs. I now pray .for 
relief at the rate of amounting to Rs. to which I am entitled 
under the Income-tax (Double Taxation Relief) (Kenya) Rules, 1939. My 
income from all sources during the 'previous year' ending on the 19 " 
amounted toRs. only-Return of income attached I already submitted. 

I hereby declare that what is stated h'erein is correct. 

Dated ......... .-19 . 

FORM II. 
(See RuLE 7). 

Signature. 

Signature. 

Appeal from an ordw of thelncome-ttu 0 fficer disallowing a claim for 
refund under the Jru:ome-tax (Double Taxation Relief) (Kenya) 

Rules, 1939. 
To 
The Appellate Assistant Commissioner of Income-tal<, 
The Day of .19 
The petition of of post office, 

District showeth as follows:
Your petitioner applied to the Income-tax Officer for a refund underthe 

Income-tax (Double Taxation Relief) (Kenya) Rules, 1939, of Rs ........ . 
The Income-tax Officer has by his order, dated the , of which a copy is 

rejected the application 
attached, --------------- Intimation of this ordei-

granted a refund -of only Rs. 
was received by your petitioner on 

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

Signed. 
GROUNDS OF APPEAL. 

ForM of wrijication. 
I, , the petitioner named in the above petition do 

declare that what is stated therein is true to the best of my information and 
belief. 

Signed. 

•Where the income 011 which iDcome-lal< has been charged difters from that CD 

which super-tax bas been charged both amounts must be specilied. 
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RELIEF FROM MYSORE INCOME-TAX. 

![R.? 

1. · Relief in respect of salaries.-The ·Government of India have 
provided by executive order that their servants who are liable to tax in any 
Indian State may deduct the amount of the tax paid to the Indian State from 
the tax which they are liable to pay to the Government of India. 

IX. . Relief from double income-tax irt respect of pensions.-The 
_Government of India have agreed that the existing arrangement whereby 
relief from double income-tax is afforded in respect of the salaries of the 
·servants o{ the Government of India and the Mysore Government should be 
e:~ttended to pensions of retired officials of the Government of India and of 
,the Mysore Government. According to this arrangement which came into 
'effect' from 1St July, 1924, British pensioners residing in Mysore· will pay to 
the Mysore Government the tax on their income and to the British Indian 
·Government only the difference between the British Income-tax payable on 
ihe·pension and the tax levied thereon in Mysore; while Mysore pensioners 
living in British India will pay talt only to the Government of India and will 
pay no tax to Mysore Government on their pensions so long as the Mysore 
rates are lower than those of British India. 

III. Relief from double income-to in respect of business.-The 
Government of India have agreed that in the case of businesses whose head
quarters are in British India but which have branches in Mysore or carry on 
business in Mysore;·a deduction shall be made from the .Indian Income-tax 
payable on the profits of such businesses of the amount of Mysore Income-tax 
that would be payable on such portion of the same profits as appear to the 
Income-tall: Officer in British India to be due to trans!lctions in Mysore. 
Businesses with headquarters in Mysore· which have branches or dealings in 
British India 'should be assessed by the In~ome-tax authorities in British 
India to the full amount of Indian Income-tax due on the profits .in· British 
India only. · 

IV. Relief f~om double income-tax on aividends and professlonal 
earnings.-Relief from double income-tax of incomes taxed botli in Mysore 
and in British India in respect of dividends and income from professions and 
.vocations. · · 

( 1) As regards dividends, the Govemnient within whose jurisdiction 
tax is charged on the profits out of which a dividend is paid, will retain the 
tax on tbe part of those profits represented by the dividend and will allow 
such refund on the dividend as may be due under the provisions of its Income
tall: Law, corresponding to section 48 of the Indian Income-tax Act, while 
the Government in whose jurisdiction the dividend is received will include 
it in the total income of the assessee concerned for the purpose of fixing the 
rate of and the liability to tax, but will waive its claim to levy tax in respect 
of the dividend. 

(2) As regards income derived from the practice of a profession oi. 
vocation, the Government within whose jurisdiction it arises or accrues will 
tax it, while the Government in whose jurisdiction it is received will include 
it. in the total income of the assessee for the purpose of. determining liability 
to, and the rate of, ta:~t· provided that-· · · · 
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. (i) 

' (ii) 
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the income earned iii M ysore by a resident in British. India or irl 
British India by a resident in Mysore shall be charged to taX 
in British· India or Mysore, as· the case may be, if it has not 
already been, or will not be, charged -to·· tax in Mysore or 
British India ; · · · · · · , ' 

in cases where such professional earnings· have been or will be 
taxed in Mysore or in British India, they 'shall be taken into 
account for the calculation of total income in British India or 
Mysore whether received in British India or Mysore: The 
object of proviso ( i) is to tax in British India incomes which 
fall below· the taxable limit in Mysore and of provisO (ii) 'to 
include in the total income (i.e., ·to fix the rate of tax) incomes 
which may be received in Mysore in the first instance and, may 
be brought subsequently into British India and vice versa; . . . : ' 

INDIAN INCOME-TAX ,RELIEF-ADEN. 
(Notification No, 21, [ncome-taK, dated the 15th June, 1937). 

In exercise of the powers conferred by section 60 of the Indian Income-; 
tax Act, 1922 (XI of 1922); the· Central GOvernment is pleased to make the 
following modifications in respect of' income-tax in favour of income on 
which tax has been charged both in British India and Aden, namely :=- ·' 

(1) In this Notification:- ' · ,. 
(a) The expression "Aden Income-tax" means income-tax and 

super-tax charged 'for any• ·year in accordance' with the 
provisions of the Aden Income-tax Ordinance, 1937 . 

(b) The expression "Aden rate of tax" means the amount of Aden 
-income-tax divided, by the amount of the)ncome,on which 
it was ch,arged. . . . . 

(c) The expression ."Indi~ Income-tax" means , income-tax and, 
super-tax chargeable in accordance with provisions of any, 
law in force in British ,India. , , , .,, , , 

(d) The expression "Indian rate of tax"m,ea,iis the rate determined 
by dividing the amount, of income-¥'X paid in British ~ndia: 
for the year in question by the amount of income on wlurh 
tax was charged. · ' . 

( 1) The reference to the lower of the two tates shall, where the 
rates are equal, be construed as a reference to either of those 
two rates. · 

(2) If any person who has paid by deduction -under section l8 or 
otherwise Indian Income-tax for any year on any part of his income proves 
to the satisfaction of the Income-tax Officer that he has paid for that year 
Aden Income-tax in respect of that part of his income he shall be entitled 
to the refund of Indian Income-tax calculated 011 that part of his income at a 
rate bearing to the Indian rate of tall. or the Aden rate of tax whichever is 
ihe lower, the same proportion as the Indian rate of tax bears to the sun1 of 
the Indian rate of tax and the Aden rate of tax. · 

( 3) Every application for refund of jncome-tax under this notih
cation shall be made to the Income-tax Officer of the district in whicl\ 1le 
applicant is chargeahle directly ' to income-IB.x or 'if he is not chargeable 
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directly to income-tax, to the Income-tax Officer of the district in which the 
applicant ordinarily resides, or if he is not resident in British India-

( i) to the Income-tax Officer of the district or area in which he 
was last charged directly to income-tax when so resident, or 

( ii) if he has never been so resident, to the Income-tax Officer of 
the district or area where the income-tax for the refund of 
which application is made was paid. 

Such application may be presented by the applicant in person or by a duly 
authorised agent or may be sent by post, and shall be in the following form :-

Application for f"elief from double income-to; under Notification No. 21, 
Income-las, dated the 5th June, 1937. 

I, of do hereby state that I 
have paid Aden income-tax/income-tax and super-tax amounting to Rs. 
for the year ending 19 on an income* of Rs. and that Indian income
tax/income-tax and super-tax of Rs. • has also been paid on the same 
income*Jpart of the same income amounting to Rs. I now pray for 
relief at the rate of amounting to Rs , under N otifi-
cation No. 21, Income-tax, dated the 5th June, 1937, to which I am entitled. 
My income from all sources to which this Notification applies during the 
"previous year" ending on the 19 , amounted to Rs. 
only-see return of income attached/already submitted. 

Signature. 
I hereby declare that what is stated herein is correct.· 
Dated 19 . 

Signature. 
(4) No claim to any refund of Indian Income-tax under this Notifi

cation shall be allowed unless it is made within one year from the last day 
of the year in which such tax or the Aden income-tax was recovered, 
whichever is later. 

( 5) Any person objecting to a refusal of an Income-tax Officer to 
allow a claim to a refund under this Notification ·or to the amount of refund 
allowed, may appeal to the Appellate Assistant Commissioner. 

(6) The appeal shall be presented .within thirty days of receipt of 
the intimation of the refusal to gran,t a refund. or of the amount of refund 
allowed. 

To 

The appeal shall be in the following form:- . 

. Form of appeal against an order JOefusing to grant s refund under the 
N otijication of the Government of Indio i11 the Finanu Depsrtment 
( Centf"sl Revenues), No. 21-Income-tas, dated the :Nh June, 1937. 

The Appellate Assistant Commissioner of, 
The day of 
The petiton of of 

district 

.19 
post-office 

showeth as follows:-

*Where the income on which income-tax has been eharged differs from that oa: 
which super-tax has been charged both amounts must be specified. 
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Your petitioner applied to the Income-'tax Officer for a refund under 
.the Notification of the Government of India in the Finance Departme!lt 
(Central Revenues), No. 21, Income-tax, dated the· 5th June, 1937 of 
Rs. The Income-tax Officer has by his order dated the of 

, refused to grant a refund 
which a copy is attached · Intima-

granted a refund of only Rs. 
tion of this order was received by your petiti,>ner on. , ..•............... 

Your petitioner therefore requests that the order of the Income-tax 
Officer may be set aside and the cefund applied for may be granted. 

Signed. 

GROUNDS OF APPEAL. 
FoRM OF•VERIFICATION. 

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

Signed. · 

DOUBLE INCOME-TAX RELIEF-CEYLON. 

Notification No.14-dated the 2nd April, 1932. 
In exercise of the powers conferred by section 60 of the Indtan Income

tax Act, ·1922 (XI of 1922) the Governor-General in Council is pleased t, 
make the following modifications in respect of income-tax in favour of income 
on which .income-tax has been charged both in British India and in Ceylon, 
namely:-

( 1) In this notification- · 
(a) the expression ·"Ceylon tax" has the meaning assigned to it. in 

section 45 ( 4) (b) of the Ceylon Income-tax Ordinance, 
1932 .(II of 19¥), ~ * ,, 

(b) the expression "Indian income-tax" has the meaning assigned 
to it in clause (a) of section 49 (2) of the Indian Income
tax Act, 1922 (XI of 1922). 

(2) If any person, who has paid by deduction under section 18 or 
otherwise Indian income-tax for any year on any part of his income, proves 
to the satisfaction of the Income-tax Officer that he has paid Ceylon tax for 
the corresponding year in Ceylon, he shall be entitled to the refund of a swn 
equal to half the Ceylon tax calculated on that part of his income on which 
relief is admissible under the Ceylon Income-tax Law, or to half the Indian 
income-tax on the same part of his income, whichever is less: Provided that 
where any person is entitled to a further relief in British India on that part of 
his income on which relief is admissible under the Ceylon Income-tax Law on 
account of his having been also taxed in some other country besides Ceylon, 
the relief in respect of the Ceylon tax shall not exceed the difference between 
half the Indian income-tax and such further relief as may have been granted 
in British India owing to that part of his income having been taxed in some 
other country besides Ceylon. 

J() 
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: (3) Every application for refund of income-tax UJider this nottfi
l:ation shall be .made to the Income-tax Officer of the district in which the 
·applicant is chargeable· directly to income-tax or if he is not chargeable 
'directly to ·income-tax to the Income-tax Officer of the district in which the 
applicant ordinarily resides or if he is not resident in British India-

( i) to the Income-tax Officer of the district or a~ea in which he 
was last charged directly to income-tax when so resident, or 

( ii) if he has never been so resident, to· the Income-tax Officer 
of the district or area where the income-tax for ihe refund 
of which application is made was deducted. 

Such application may be presented by the applicant in person or by a duly 
authorized agent or may be sent by post, and shall be in the following form:

Application for relief from double income-tax under Notificdtion 
No. 14-dated 2nd April, 1932. 

I, of do hereby state that I 
have paid Ceylon tax amounting to Rs. for the year ending 19 , on 
an income of Rs. and that Indian income-taxi income-tax and super-tax 
of Rs. has also paid on the same income*lpart of the same income 
amounting to Rs. I now pray for relief of a sum of Rs. under 
Notification No-14, dated 2nd April, 1932 to which I am entitled. My income 
from all sources t6 which this Notification applies during the ''previous year" 
ending on the . , ·. . 19 ·, amounted to Rs; only
_see Return -of \ncpme.· attached I already submitted. 

· • Signature. . 
. I hereby declare that what is stated .herein is correct, 

Signature . 
Dated . 19 • 

( 4) No claim to any refund of income-tax under 'this notification 
shall be allowed unless it -is made within one year from the last day of the 
.year in which -such tax or the Ceylon tax was recovered whichever is later. 

• • • ~ , •. * 
( S) Any person objecting to a refusal of an Income-taX. Officer ro 

allow a claim to a refund tinder this Notification or to the 
amount of reftn:td allowed, may appeal to the Appellate Assis-
tant Commissioner. . . , 

( 6) The appeal shall be presented within thirty days of receipt of the 
intimation of the refusal to grant a refund or of the amount 
of refund allowed. 

( 7) ~he appeal shall be in the following form:-
Form of appeaL against an order refusing to grant a refund under ihe Notifi

cation of the Government of India in the Finance Department ( :'en<iral 

,To 
· Revenues) No. 14-Income-tax, dated the 2nd April, 1932. 

The Appellate Assistant Commissioner of 
The · day of 19 . 

of The petition of 
post-office district sheweth as follows -
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Your petitioner applied to the Income-tax Officer for a refund under 
.the Notification of the: GOvernment of India in the Finance Department 
(C~tral Revenues), No. 14-Income-tax, dated the 2nd April, 1932 of 
Rs- · • The Income-tax Officer has by. his order, dated 

refused to grant a refund 
the of which a .~:opy is ;attached,-<'c.ll-.--------

granted a refund of only Rs . 
.Intimation of the order was received by your petitioner on 

Your petitioner therefore requests that the order of the Income··tax 
Officer may be set aside and the refund applied for .may be granted.: 

Signed. 

GROUNDS OF APPEAL. 
FoRM OF VERIFICATION. 

I, the petitioner named above in the above petition 
do declare that what is stated therein is true to the. best of my iniormati~n 
and belief. . · ' 

N.B.-"Part of his income" (India).· 
"His income from any source" (Ceylon). 

Relief of half the sinaller tax (both countries)· · 

Signed. 

tl) As the British Indian Notification No; <14 (Finance Department 
-Centra)· Revenues), dated the 2nd April, 1932, is· drafted, relief is to be 
allowed in British India "on that part of the income on which relief is admis
sible under the Ceylon Income-tax law". The practical result of this is that 
the expressions "part of his income" in the Indian notfication, and "his 
income from any source" in the Ceylon Ordinance, refer to the same thing, 
and the British Indian relief is automatically regulated by the Ceylon relief. 

The British Indian and Ceylon authorities alike will ignore in granting 
relief all differences between the computation of the income in the two 
countries due to-

(a) Certain expenses being allowed in one country and not in the 
other. 

(b) The allowances for depreciation being higher in one country than 
in the other. 

(c) Depreciation being carried forward in one country and not in 
the other. 

(d) Losses being carried forward in one country and not in the 
other. 

( .. ) The fact that assessment is made on the "income arising" in one 
country and on "remittances" in the other. 

(f) The fact that the assessments are based on different accounting 
periods in the two countries. 

(g) Where a Tea Estate is taxed on 40 per cent. of its profits in 
British India and on the whole profits in Ceylon, there will be 
only one source of income from the Ceylon point of view and 
the relief allowed in each country will be half the lower amount 
of tax ignoring this difference in the basis of assessm'!llt. 
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'(2) No relief can be given unless tax is paid for the same year in 
each country on the source in question, e.g., in the first year of a business, 
tax. will be levied on its profits in Ceylon but not in British India; in the 
year after a business ceases, its profits will be liable to tax in British India 
but not in Ceylon. No relief can be given in these cases. 

"ANY PERSON". 
(I) In Ceylon, the income of married women is treated as that of 

their husbands. If the wife is separately assessed in British India, on the 
same income she will be entitled to relief in British Inda. 

(2) Parlnership.--Ceylon charges tax on individual partners and not 
on partnerships at all. No difficulty will arise in British India in regard to 
registered Firms. If partners of an unregistered firm are assessed in Ceylon 
and the firm is assessed in India, the partners will be entitled to relief in 
British India and direct assessments should be made on them for the purpose. 

SHAREHOLDERS. 
(1) A resident in India has dividends from a Company in Ceylon 

from which Ceylon tax is deducted at source. He is assessed in India on 
those dividends, as may in certain circumstances happen. 

He will be entitled to relief in India. 
(2) A resident in Ceylon is a shareholder in an Indian Company and 

is taxed on its dividends in Ceylon. The Company is taxed only in India. 
Ceylon will regard him as. having suffered Indian tax indirectly. He will 
be entitled to relief in India. 



' EXEMPTIONS. 

I.-INCOME EXCLUDED FROM TOTAL INCOME ALTOGETHER. 

( 1) The Official allowance which an llgent ef a Prince or. State in India, 
who has been duly accredited to represent the ,Prince or State for political 
purposes in any place· within th~ . limits ef British .India, receives 
as such agent in British India . from the Prince or State; and 
the· official . salaries and . fees which a Consul-General, Consul, Vice
Consul. or .Consular Agent of a foreign State, whether 'de carrier' or 
not, and whether a British or a foreign. subject,_.or a representative or consular 
employee of a Foreign State, not being l\ British subject, receives in India 
from such Foreign State in his capacity of .Consul-General, Consul, Vice
Consul or Consular Agent, representative or consular employee. 

(The latter portion of this exemption appli~s only to salaries and fees 
received from their Governments and not to any otller income, profits or 
gains, accruing or arising to them or received by them in Britis~ India.) 

(2) Sums paid in pursuance of Article 3 of the agreement, dated the 
17th August, 1825, between tile British Government and the King of Oudh. 

(3) Income derived from 'the Bua. tax defined i~. clause. (c). ot 
section 2 of the Teri. Dues Regulation, ,1902 .. 

( 4) The salary and allowances paid by. a State in India during the 
period of deputation to any person deputed by th~ $tate for training in British 
India. 

( 5) Scholarships granted to meet the cost of education, . , 
(6) Such portion of the income of a member of. His.Majesty's Navall 

Military or Air Forces, British or Indian, or of the Royal Indian Manne •a& 
is compulsorily payable by him under the orders, or with the approval of 
,Government to a mess, wine or band fund. 

(7) The allowances attached to
The Victoria Cross. 
The Military Cross. 
The Order of British India. 
The Indian Order of Merit. 
The King's Police Medal. 
The Indian Police Medal. 

(8) The interest on Government securities held by, or on behalf of, 
Ruling Chiefs and Princes of India as their private property. 

(9) 'Jangi Inams' awarded to Indian officers, Indian other ranks and 
followers in respect of services in the Great War. 

( 10) The yield of Post Office cash certificates. . 
( 11) The interest on deposits in the Post Office Savings Bank. 

. . ( 12) The income of _;& University or other educational institution 
existing solely for educational purposes and !10~ ~or p\lfPOses of prqlit. 
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(13) The income of "Thana Funds" administered by Political Agents 
in Kathiawar and of the "Secunderabad Local (Abkari, etc.), Fund" 
administered by the Resident at H yderabad. 

( 13-A) The income of the Rewa Kantha Mewas Administrations 
Fund, and of the Sankheda Mewas Road Fund administered by the Political 
Agent, Rewa Kantha. . . . 

(13-B) The following income of-
( a) the following funds controlled by the Resident for the States 

of Western India, namely :-'-
The Kathiawar Consolidated Local Fund; the Rajkot Civil Station 

Land Improvement Fund; the Rajkot Civil Station F•:nd; 
the Kathiawar Mounted Police Fund; the Consolidated 
Local Fund, Mahi Kantha; the Consolidated Local Fund, 
Banas Kantha, including the Palanpur Agency Educa
tiona!, Sihori, Deodar, Varahi, Santalpur Dispensaries, 
and Survey Funds; and the Sadra Bazar Fund; 

(b) the village Police Funds, Kankrej, Deodar, Suigam, Vaccht, 
Santalpur, controlled by the Political Agent, Sabar Kantha 
Agency; and 

(c) the Wadhwan Civil Station Fund controlled by the Political 
Agent, Eastern Kathiawar Agency. 

[ (13C) The income of Nowgong Cantonment Fund] Deleted by 
Notification, drJted 24-12-38. 

(13-D) The income of Regimental Institutes derived from rebates 
payable by Institute Contractors. 

(13-E) The interest on secUrities held by the Kathiawar Education 
Provident Fund. 

(13-F) The income of recognised Regimental Thrift and Savings 
Funds, the assets of which consist solely of deposits made by members and 
the profits earned by the investment thereof. 

( 13-G) The income of the Kolhapur Residency Area Fund. 
( 14) The salary of His Majesty's ·Trade Commissioners in India. 
(15) The salary of the Canadian Trade Commissioner in India at 

Calcutta. · 
( 16) The salary of the Trade Commissio;;er in India of the United 

States of America, and of any members of his staff who are citizens of the 
U.S.A. and have been detailed for duty with the said Trade CommissiOner 
by the Government of the said States. · · 

( 16-A) The salary of the Italian Trade Commissioner in India and 
of any members of his staff who are citizens of Italy and have been detailed 
for duty with the said Trade Commissioner by the Italian Government. 
' (16-B) The salary of the Trade Commissioner for Ceylon in India 
and of any members of his· staff who are citizens of Ceylon and who have 
been detailed for duty with the said Trade Commissioner by the said Ceylon 
Government. · 

( 17) The salaries of the .correspondent of the International Labour 
Office, New. Delhi, and his staff. · 
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( 18) The salaries of. the Organiser and Manager of the Branch Office 
of the League of Nations, Bombay, and his staff. 

"(19) The salaries of .Khasadars levies and Badraggas employed in 
the tribal territory on the North-West Frontier and .of all persons emptoyed 
in the tribal levy service in Baluchistan. 

[ (20) The allowance or salary 1 
paid in the United Kingdom to 
officers of Govenunent on leave or 
duty in that country whether such 
allowance or salary is paid in sterling 
in the United Kingdom or by means 
of negotiable rupee drafts on a bank 
in India. 

(21) The leave allowance or 
salary drawn from . any Colonial 
Treasury by officers of Governments 
on leave or duty in the Colony. Deleted by Notification, dated 

(22) Leave salaries or leave > 18-3-39 
allowances paid in the United King- · 
dom or in a Colony, to officers of 
local authorities, or to the employees 
of Companies, or · of private 
employers on leave in the United 
Kingdom or in such Colony. 

(23) Vacation salaries paid in 
the United Kingdom or in a Colony 
to Judges of High Courts or of Chief 
Courts, to Judicial Commissioners, or 
to other officers of Government, when 
on vacation therein]. J 

(24) The pensions of officers of Government residing out of India 
drawn from any Colonial Treasury or paid in the United Kingdom: whether' 
such pensions are paid in sterling or by means of negotiable rupee drafts 
on a bank in India. · , 

(25) The salaries of the light-house keepers of light-houses in the 
Red Sea. 

(26) The pensions paid in the United Kingdom or in a Colony to 
officers of local authorities or employees of companies or of private employers, 
such officers or employees being resident out of India. 

(27) The interest on Mysore Durbar Securities. 

(28) Pensions granted to officers of His Majesty's Naval, Milit.'lry 
or Air Forces, British or Indian, or of the Auxiliary Force, India, or of the 
Indian Territorial Force, or of the Royal Indian Marine in respect of wounds 
or injuries receiVed in action or in the performance of their duties as members 
of such forces otherwise than in actioiL 

(28-A) Estraordi~ pensions granted to Civil Officers (excluding 
family pensions granted as the result of the death of such an officer) under 
Chapter XXXVIII of the Civil Service Regulations, or the Army Regu-
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latlona, India, as the case may be in respect• of wounds or injuries received 
in the performance of their duties. 

(29} Pensions granted to members of His Majesty's Naval, Military 
or Air Farces, British or Indian, or of the Auxiliary Force, India, or of the 
Indian Territorial Force, or of the Royal Indian Marine, who have been 
invalided from service with such forces on account of bodily disability atlri
butable to, or aggravated by, such service; 

(30) Value of rations issued in kind or money allowances paid in· 
lieu thereof, to any officer or other rank in His Majesty's Naval, Military or 
Air Forces, British or Indian, or in the Auxiliary Force, India, or in the 
Indian Territorial Force, or in the Royal Indian Marine... · 

(31) Value of rent-free quarters occupied by or money allowance. 
paid in lieu thereof to, Indian officers, British Warrant and non-commis
sioned officers and men of His Majesty's Military or Air Forces, and British 
and Indian Warrant officers of His Majesty's Naval and Marine Forces; in 
all cases irrespective of whether the individual concerned is married or single. 

· . ( 32)· Cotiset'Van:cy allowance granted in lieu of free conservancy to 
non-departmental Warrant and non-commissioned officers of the Indian 
Unattached List, departmental non-commissioned officers of the India 
Unattached List not in receipt of consolidated rates of p~y and Warrant and: 
non-commissioned officers of the permanent staff· of. the Auxiliary and' 
Territorial forces. 

(33) The value of the free education provided for the c~ildren of 
British Warrant and non-commissioned officers and any grants-in-aid made 
to British Warrant and non-commissioned officers in lieu of the provision of 
free education for their children.· 

( 34) The income of persons, other than persons in the service of the 
Government, residing in the district of Angul. · 

( 35) Deferred pay within the meaning of paragraph 254, Pay and 
Allowance Regulations for the Army in India; Part ·II paid to soldiers or 
non-Commissioned officers .of the Indian Army. ·. · 

(35-A) Shore allowance granted to Warrant' Officers of the Royal
Indian Navy when employed on Marine Survey duties under paragraph 89 
(f) of the Regulations for the Royal Indiaii. Na:vy,, Volwnei• 

( 36) The income of indigenous hillmen; other than persons in the 
service ·of Government· residing in the following .areas of Assam:-

. The Naga Hills District. 
The Lushai Hills District. 
The Sadiya Frontier Tract, · 
The Bali para. Frontier Tract. 
The Lakhimpur Frontier Tract. ' 
The Garo Hills .. 
The Jowai sub-division of the l<hasi and Jaintia Hills District and 
The North Cachar Hills in the district of Cachar. . 

. (37) The perquisite represented· by the right of any of the offiders' 
specified in the annexed list,to occupy free of rent as a place of residence any 
preini'ses P1'<1Vided 'by the Central Government, the Crown Representative ot' 
the Prov.incial Gov'ermhent as tile case may be. ' ·· · · ·. · ' 
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The Governor-General. 
The Commander-in-Chief. 

List of officers. 

The Governor of a Governor's Province. 

lxxxi · 

·The Chief Commissioner of any of the following Provinces, namely:
British Baluchistan, 
Delhi, 
1\jmer-Merwara, 
Coorg, 
The J\ndaman and Nicobar Islands, and 

any first class Resident of the Indian Political Department Service. 
( 38) Such part of income in respect of which the said tax is payable 

under the head "property" as is equal to the amount of ·rent payable for a 
year but not paid by a tenant of the assessee and so proved to be lost· and 
irrecoverable, where-

(a) the tenancy is bona fide; 
(b) the defaulting tenant has vacated, or steps ha've been taken to 

compel him to vacate the property; . 
(c) the defaulting tenant is not in occupation of any other property 

of the assessee; 
(d) the assessee has taken all reasonable steps to institute legal 

proceedings for the recovery of the unpaid rent .or satisfies 
the Income-tax Officer that legal proceedings would be 
useless; and 

(e) the annual value of the property to which the unpaid rent relates 
has been included in the assessed income of the year during 
which that rent was due and income-tax has been duly paid 
on such assessed income. 

( 39) The lump grants made by Government to the Indian Church
. ( 1) for the provision of episcopal supervision and ministrations; 
(2) for the payment of allowances to clergymen entertained in lieu 

of Chaplancies reduced; and 
( 3) in lieu of the grants-in-aid at present given for the entertain

ment of clergymen of the J\dditional Clergy Society under 
J\rticles 602 and 603 of the Civil Service Regulations. 

( 40) When in any year an assessee has ceased to be an employee 
participating in a recognised Provident Fund and has been declared by the 
employer maintaining the Fund not to be eligible to receive the whole of the 
accumulated balance due to him, so much of his income as is assessable for 
that year shall be exempted from income-tax and shall be excluded from the 
computation of his total income for the purposes of the said J\ct as is equiva
lent to so much of the accumulated balance due to him as has not been paid 
or is not payable to him, and if such amount exceeds the amount of his income 
in that year, so much of his income in the following year or years as is equal 
to the amount of such excess shall be so exempted and excluded in such year 
or years. 

( 41) Income of a Service Fund derived from interest on Govern
ment securities or interest on funds deposited with the Central or any 
Provincial Government. 

11 



1 II 
XXXII THE lNCOME-TAX Act. 

For the purpose of this exemption, a Service Fund means a fund esta
blished under the authority of, or with the permission of, the Central or any 
Provincial Government for the purpose of securing deferred annuities to the 
subscribers, or payments to them in the event of their resignation or dismissal 
from the service in which they are employed, or provision for their wives or 
children after their death, or payments to their estate or their nominees upon 
their death; to which servants of the Crown are alone admissible as subscri
bers or members and the funds of which are either deposited with the Central 
or any Provincial Government or invested in Government Securities. 

II. Incomes included in total income but exempt from Income-tax. 

(I) The interest on Government securities purchased through the 
Post Office, and held in the custody of the Accountant-General, 
PO$ts and Telegraphs, provided that the exemption shall apply 
only to interest on securities so held on account of any one 
assessee up to a face value of Rs. 22,500. 

This shall cease to have effect in respect of interest paid after the 31st 
March, 1939. 

(2) Sums received by an assessee on account of salary, bonus, com
mission, or other remuneration for services rendered, or in lieu 
of interest on money advanced, to a person for the purposes 
of his business, 

where such sums have been paid out of, or determined with reference 
to, the profits of such business, 

and, by reason of such mode of payment or determination, have not 
been allowed as a deduction but have been included in the profits 
of the business on which income-tax has been assessed and 
charged under the head "business!' : 

Provided that such sums shall not be exempt from the payment of 
super-tax unless they are paid to the assessee by a person other 
than a company and have alr~dy been assessed to super-tax. 

(3) The profits of any Co-operative Society other than the Sanikatta 
Salt-owners' Society in the Bomb,ay Presidency for the time 
being registered under the Co-operative Societies Act, 1912 (II 
of 1912) the Bombay Co-operative Societies Act, 1925, 
(Bombay Act VII of 1925), the Burma Co-operative Societies 
Act, 1927 (Burma Act VI of 1927) or the Madras Co-op~r~
tive Societies Act, 1932 (Madras Act VI of 1932), or the d!VI
dends or other payments received by the members of any such 
Society out of such profits. 

Explanation.-:-For this purpose the profits of a Co-operative Soci~ty 
shall not be deemed to include any income, profits or gams 
from-

"(!) investments in (a) securities of the nature referred to in 
section 8 of the Indian Income-tax Act, or (b) property of the 
nature referred to in section 9 of that Act; 
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(2) dividends, or 
( 3) the 'other sources' referred to in section 12 of the Indian Income

tax Act." 
( 4) Such part of the profits or gains of a firm which has discontinued 

its business, profession or vocation as is proportionate to the 
share of an. assessee in the firm at the time of such discontinu
ance, if income-tax has at any time been charged on such 
business, profession or vocation under the Indian Income-tax 
Act, 1918 (VII of 1918), or if an assessment has been made 
on the firm in respect of such profits or gains under sub
section ( 1) of section 25 of the Indian Income-tax Act, 1922 
(XI of 1922). 

III. Income Exempt from Super-tax but not from Income-tax. 

( 1) So much of the income of any Investment Trust Company as is 
derived from dividends paid by any other Company which has 
paid or will pay super-tax in respect of the profits out of which 
such dividends are paid. 

Explanation.-For this purpose an investment trust company means 
a company in respect of which the Governor-General in Council 
is satisfied that-

( i) 

( ii) 

(iii) 

it is a company having for its principal business the acquisition 
and holding of investments in the stocks, shares, bonds, deben
trues or debenture-stocks of other companies or in securities 
issued by public authorities, 

it is not a company formed for the purpose of, or engaged in, 
acquiring or exercising control over any other company or 
group of companies or enabling any other persons to acquire 
or exercise such control, 

it is a company deemed under clause (b) of the Explanation 
to sub-section (2) of section 23-A, of the said Act, to be a 
company in which the public are substantially interested. 
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1. Where, owing to the fact that the total income of an assessee has 
reached or exceeded a certain limit, he is liable to pay super-tax or to pay 
super-tax at a higher rate, the amount payable by him on account of income
tax and super-tax shall, where necessary, be reduced so as not to exceed the 
aggregate of the following amounts, namely :-

(a) the amount which would have been payable on account of income
tax and super-tax if his total income had been a sum less by 
one rupee than that limit, and 

(b) the amount by which his total income exceeds that sum. 
2. Allowances in assessing profits of railway or tramway business.

The following modification has been made in respect of income-tax in favour 
of income derived from railway or tramway business (other than an electric 
tramway):-

An assessee deriving income from a railway or tramway business 
may at his option require that in computing the profits or gains 
of such business the following allowance shall be made in lieu 
of the allowances specified in clause (v), clause (vi) and 
clause (vii) of sub-section (2) of section 10 of the said Act, 
namely," the actual expenditure illcurred by the assessee during 
the previous year on repairs, replacements and renewals of 
plant, machinery, buildings and furniture which are the 
property of the assessee. 

Provided that an assessee who in any year has exercised the option 
hereinbefore conferred shall not be entitled save with the con
sent of the Commissioner of Income-tax to withdraw' that 
option in any subsequent year. 

Provided" further that nothing in this notificati01~ shall apply to an 
electric tramway. · · '' 



HOW TO FIND THE TAX ON YOUR INCOME. 

INCOME-TAX. 

In the case of:. 

A. Company or Local Authority, Re. 0·2-6 per rupee. 

B. Individual. 
Hindu Undivided Family, 
Unregistered Firm, 
Other Association of Persons, 
(not being a company or local authority). 

For Rs. 15,000 or under 
(i) Read ~ax up to previous hundred rupees from Table A. 

(ii) Find appropriate rate of tax from Table B. 
(iii) .Add to (i) the tax at appropriate rate from Table C for the 

remainder of the Income. 

for example to fined Income-tax on Rs. 
12,345-0-0. 

(i) Tax on Rs. 12,300 (previous hundred) , , 
(ii) Appropriate tax for 12345 Slab from 

Table B is 0-2-0 per rupee 
(iii) Add to Rs. 842-3-0 tax at 0-2-0 per rupee 

on remainder of income, viz., Rs. 345. 

Total .. 

For over Rs. 15,000 

(i) Tax 011 15,000 from Tabl6 A is 
(ii) Add to Rs. 1,179-II-{) tax at o-2-6 per rupee 

011 i11come i11 excess of Rs. 15,000 · · 
For example to find Income-tax on Rs. 23,456. 

(i) Tax on 15,000 
( ii) Add tax on balance of Rs. 8,456 at 

Rs. 0-2-6 per rupee 

Rs. A. P. 

842 3 0 

5 10 0 

847 13 0 

Rs. A. P. 

1,179 11 0 

Rs. A. P. 

1,179 11 0 

1,321 4 0 

2,500 15 0 

·-· ---====-
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TABLE A. 

Tax. Income. j 
ks. a. p 

Tax. 
Rs. a. p [nco me. Income. 

2,001 0 8 0 2,059 26 3 0 3,800 
2,002 I 0 0 2,060 26 4 0 3,900 
2,003 I 8 0 2,061 26 5 0 4,000 
2,004 2 0 0 20,62 26 6 0 4,100 
2,005 2 8 0 2,061 26 6 0 4,200 
2,006 3 0 0 2,064 26 7 0 4,300 
2,007 3 8 0 2,D65 26 8 0 4,410 
2,008 4 0 0 2,066 26 9 0 4,500 
2,009 4 8 0 2,067 26 9 0 A,LOO 
2,010 5 0 0 20,68 26 1u 0 4,700 
2,011 5 8 0 2,069 26 IJ 0 4,800 
20,12 6 0 0 2,070 26 12 0 4,~00 

2,013 6 8 0 2.071 26 12 0 5,000 
2,014 7 0 0 2,072 26 13 0 o,IOO 
2,015 7 8 0 2,073 26 14 0 5.200 
2,016 8 0 0 2,074 26 IS 0 S,3u0 
2,017 8 8 Q 2,075 26 15 0 5,400 
2,018 9 0 0 2,076 27 0 0 5.500 
2,019 9 8 (I 2.077 27 I 0 5.600 
2,020 10 0 0 2 078 27 2 0 5,700 
2,021 10 8 0 2,079 27 2 0 5,•oo 
2,022 II 0 0 2,080 27 3 0 5,900 
2,023 11 8 0 2,081 27 4 0 6,000 
2,024 12 0 0 2,082 27 5 0 6,100 
2,025 12 8 0 2,083 27 5 0 6,2UO 
2,026 11 0 0 2,084 27 6 0 6.300 
2,027 13 8 0 2,085 27 7 0 MOO 
20,28 14 0 0 2,086 27 8 0 6,5LO 
2,029 14 8 0 2,087 27 8 (I 6,<00 
20,30 15 0 0 2,080 27 9 0 6,700 
2 031 IS 8 0 2.0~9 27 10 ( 6,f00 
2,032 16 0 0 2,090 27 II 0 1•,900 
2,033 16 8 0 2,091 27 IJ 0 7,000 
20,34 17 0 0 20.92 27 12 0 7,100 
2,035 17 8 0 2,[.93 27 13 0 7,2LO 
2.036 18 0 0 2,094 27 14 0 7,300 
20,37 18 8 0 2,095 27 14 0 7,400 
20,.18 19 0 0 2,096 -27. 15 0 7,500 
20,39 19 8 0 2.097 2i 0 0 7,600 
20,40 20 0 ,, 2,098 28 I ·0 7,700 
2,041 20 8 0 2,099 28 1 0 7,800 
2.042 21 0 0 2,100 28 2 0 7,SOO 

• 2,043 21 8 0 2,2CO 32 13 0 8,000 
2,044 22 0 0 2,3VO 37 8 0 8,1CO 
2,045 22 8 0 2,400 42 3 0 8,200 
2.046 23 0 0 2,!>00 46 14 0 8,300 
2,047 ?3 8 0 2,600 51 9 0 8,400 
2,048 24 0 0 2,700 56 4 0 H.SOO 
2,049 . 24 8 0 2,POO 60 IS 0 P,600 
2,050 25 0 0 2,900 65 10 0 8,700 
2,051 25 8 0 3,000 70 5 0 MOO 
2,052 25 14 0 3,100 75 0 0 8,900 
2,053 25 IS .0 3,200 79 11 0 9,000 
2,054 26 0 0 3,300 84 6 0 9.100 
2,055 26 0 0 3400 89 I 0 9,200 
2,056 26 I 0 3,500 93 12 0 9,300 
2,057 26 2 0 3,600 98 7 0 9,40 I 

2,058 26 3 0 3,700 103 2 0 9,500 

Tax. 
Rs. a. p. 

107 13 
112 8 
117 3 
121 14 
126 9 
131 4 
135 IS 
140 !0 
145 5 
ISO 0 
154 11 
159 6 
164 1 
171 14 
179 11 
187 8 
195 5 
203 2 
210 IS 
218 12 
226 9 
2J4 6 
242 3 
250 0 
257 13 
265 10 
273 7 
281 4 
289 1 
296 14 
304 II 
312 8 
320 5 
32H 2 
335 J5 
343 12 
351 9 
~59 6 
367 3 
375 0 
3~2 13 
390 10 
398 7 
406 4 
414 1 
421 14 
429 II 
437 8 
445 5 
453 2 
460 15 
468 12 
476 9 
484 6 
492 3 
500 0 
507 13 
SIS 10 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

s 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 



'I'ABLl<: OF l{A'!'ES. lxxxvii 

Income. I Tox. I Income. r Rs. a. p Tax. I I I Rs. a. p ncome. 
Tax. 

Rs. a. J" 

9,600 .~23 7 0 !1 ,QOO 792 3 0 14,200 
9,700 . 53! 4 0 12,100 804 II 0 14,300 
9,•oo · 539 I 0 1?,100 8!7 3 0 14,400 
9,900 546 14 0 12,200 829 II 0 14,500 

10,000 S54 II 0 12,100 842 3 0 14,600 
IP,100 567 3 0 12,4' 0 ~54 II 0 14,700 
!0.200 Si9 II 0 ll,SOO 867 3 0 14,800 
In.300 S92 3 0 12,600 R79 II 0 14,900 
)0,400 604 11 0 12,700 892 3 0 JS,OOO 
10,500 617 3 0 12,800 904 II 0 16,000 
10.600 629 II 0 12,900 917 3 0 17/00 
10,700 642 3 0 1.1,000 929 II 0 I MOO 
)0,800 6'4 II 0 13,100 942 3 0 19,000 
10,900 667 3 0 13,200 9S4 II 0 20000 
11,00~ 679 II 0 13,300 967 3 0 21,000 
11,!00 692 3 0 13,400 979 11 0 22,000 
11.200 704 II 0 1~.100 992 3 0 23,COO 
11,300 717 3 0 13,600 1,004 II 0 2l,OCO 
11,400 729 II 0 13,700 1.017 3 0 2S,OOU 
11,500 742 3 0 13,POO 1.029 II 0 so.ooo 
11,600 754 II 0 13,900 1,042 3 0 60,000 
11,700 767 3 0 14,000 1,0'4 II 0 1.00,000 
11,800 779 II 0 14,10 l 1,067 3 0 1,20,0CO 

• 
TABLE B. 

Appropriate rates of tax. 
On Total income 

On the first 1,500 i.e. 1- 1,500 nil .. next 3,500 i.e. 1,'.01- 5,000 0-4-9 .. .. 5,000 i.e. 5,001-10,000 0-1-3 .. .. 5,000 i.e. 10,001-15,000 0-2-0 .. The balance i .c. Over 15,000 0-2-6 

TABLE C. 
(Tax on Rs. 1-100 at t•arious rates). 

I 0 0 9 0 1 3 0 2 0 0 2 6 13 0 9 9 I 0 3 
2 0 I 6 0 2 6 0 4 0 0 s 0 14 0 10 6 I I 6 
3 0 2 3 0 3 9 0 6 0 0 7 6 15 011 3 I 2 9 
4 0 3 0 0 s 0 0 8 0 0 10 0 16 0 12 0 I 4 0 
5 0 3 9 0 6 3 0 10 0 0 12 6 17 0 12 9 I s 3 
6 0 4 6 0 7 6 0 12 6 0 IS 0 18 0 13 6 1 6 6 
7 0 5 3 0 R 9 0 14 0 I I 6 19 0 14 3 I 7 9 
8 0 6 0 0 10 0 I 0 0 I 4 0 20 0 IS 0 I 9 0 
9 0 6 Cl 011 3 I 2 0 I 6 6 21 0 IS 9 I 10 3 

10 0 ' 6 0 12 6 I 4 0 I 9 0 22 I 0 6 I II 6 
II 0 8 3 0 13 9 I 6 0 I II 6 23 I I 3 I 12 9 
12 0 9 0 0 IS 0 I 8 0 I 14 6 24 I 2 0 I 14 0 

!,079 II 
1.092 3 
1,104 II 
1,117 3 
1,129 II 
1,142 3 
1,1.14 II 
1.167 3 
1,179 12 
1,335 IS 
1,492 3 
1,648 7 
1,804 II 
1,960 IS 
2,117 3 
2,273 7 
2,429 II 
2,58S IS 
2.742 3 
3,123 7 
8,210 IS 

14,460 IS 
17,S8S 15 

per rupee .. .. .. .. .. .. 

I 10 0 2 0 
1 12 0 2 3 
I 14 0 2 s 
2 0 0 2 8 
2 2 0 2 10 
2 4 0 2 13 
2 6 0 2 15 
2 8 0 3 2 
2 10 0 3 4 
2 12 0 3 7 
2 14 0 3 9 
3 0 0 3 12 

0 
0 
0 
0 
0 

3 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
6 
0 
6 
0 
6 
0 
6 
0 
6 
0 
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'l 2 9 I IS 
26 I 3 6 2 0 
27 1 4 3 2 I 
28 I 5 0 2 3 
2'l 1 5 9 2 4 
30 1 6 6 2 5 
31 I 7 3 2 6 
32 I 8 0 2 8 
33 I 8 9 2 9 
34 1 9 6 2 10 
3S 1 10' 3 211 
36 1 11 0 2 13 
37 I 11 9 z 14 
38 I 12 6 2 1S 
3~ 1 13 3 3 0 
40 I 14 0 3 2 
41 1 14 9 3 3 
42 1 IS 6 3 4 
43 2 0 3 3 5 
44 2 I 0 ! 7 

. 41 2 I 9 3 8 
46 2 2 6 3 9 
47 2 3 3 3 to 
48 2 4 0 3 12 
49 Z.4 9 3 13 
50 2 s 6 J 14 
51 2 6 3 3 Is 
52 2 7 0 4 1 
53 2 7 9 4 2 
54 2 8 6 4 3 
55 2 9 3 4 4 
56 2 10 0 4 6 
57 2 10 9 4 7 
58 2 II 6 4 8 
59 2 12 3 4 9 
60 2 13 0 411 
61 2 13 9 4 12 
62 2 14 6 4 13 

-

THE INCOME-TAX ACT. 

r 
0 3 14 6 6.1 2 15 J 4 14 

6 3 4 0· 4 I 0 64 3 0 0 5 0 
9 3 6 0 4 3 6 65 3 0 9 s I 
0 3 8 0 4 6 0 66 3 I 6 5 2 
3 .l 10 0 4 8 6 67 3 2 3 s 3 
6 3 12 0 411 0 68 3 J 0 s s 
9 3 14 0 4 )3 6 69 3 3 9 5 h 
0 4 0 0 s 0 0 70 3 4 6 s 7 
3 4 2 0 s 2 6 71 .l s 3 5 II 
6 4 4 0 s s 0 72 3 6 0 s 10 
Q 4 6 0 5 7 6 73 3 6 q 511 
0 4 8 0 s 10 0 74 3 7 6 5 12 
3 4 10 0 5 12 6 75 3 8 3 313 

.6 4 12 0 S IS 0 76 3 9 0 5 IS 
9 4 14 0 6 I 6 77 3 q 9 6 0 
0 s 0 0 6 4 0 78 3 10 6 6 1 
3 s 2 0 6 6 6 79 311 3 6 z 
6 s 4 0 6 9 0 80 3 12 ·0 6 4 
9 5 6 0 611 6 81 3 12 9 6 5 
0 5 8 0 6 14 0 82 3 13 6 6 6 
3 5 10 0 7 0 6 83 3 14 3 6 7 
6 5 12 0 7 3 0 84 3 IS 0 6 9 
9 5 14 0 7· s 6 8S 3 IS 9 6 'to 
0 6 0 0 7 8 0 86 4 0 6 611 
3 6 .2 0 7 10 6 87 4 I J 6 12 
6 6 4 0 7 13 0 P8 4 2 0 6 14 
9 6 6 0 7 IS 6 P9 4 2 9 6 IS 
0 6 8 0 8 2 0 .90 4 3 6 7 0 
3 6 10 0 8 4 6 91 4 4 3 7 I 
6 6 12 0 ~ 7 0 92 4 5 0 7 3 
9 6 14 0 8 9 6 93 4 5 9 7 4 
0 7 0 0 8 12 0 94 4 6 6 7 5 
3 7 2 0 8 14 6 95 4 7 3 7 6 
6 7 4 0 9 I 0 96 ll 8 0 7 8 
9 7 6 0 9 3 6 97 4 8 9 7 9 
0 7 8 u 9 6 0 98 4 9 6 7 10 
3 7 10 0 y 8 6 99 4 10 3 711 
6 7 12 0 911 0 ICO 4 II 0 7 13 

SUPER-TAX. 

9 7 14 
0 8 0 
3 8 2 
6 8 4 
9 8 6 
n 8 8 
3 8 10 
b 8 12 
9 8 14 
0 9 0 
3 9 2 
6 9 4 
9 9 6 
0 9 8 
3 9 10 
6 9 12 
9 9 14 
0 10 0 
3 10 2 
6 10 4 
9 10 6 
0 10 8 
3 10 10 
6 10 12 
9 10 14 
0 11 0 
3 II 2 
6 II 4 
9 II 6 
0 11 8 
3 1 I 10 
6 II 12 
9 II 14 
0 12 0 
3 12 2 
6 12 4 
9 12 6 
0 12 8 

0 9 13 6 
0 10 ·0 0 
0 10 2 6 
0 10 s 0 
0 10 7 6 
0 10 10 0 
0 10 12 6 
0 10 IS 0 
0 II I 6 
0 II 4 0 
0 11 6 6 
0 II 9 0 
0 II II 6 
01114 0 
0 12 .0 6 
0 12 3 0 
0 12 5 6 
0 12 8 6 
0 12 10 0 
0 12 13 0 
0 12 IS 6 
0 13 2 0 
0 t3 4 6 
0 t3 7 0 
0 13 9 6 
0 13 12 0 
0 13 14 6 
0 l4 1 0 

0 
0 14 3 6 
0 14 6 
0 14 8 
0 14 11 
0 14 13 
0 11 0 
0 IS 2 
0 IS 5 
0 1> 7 
0 IS 10 

6 
0 
6 
0 
6 
0 
6 
0 

A. Companies and Local Auth~~ities, Re. 0-1-0 per rupee. 
B. Registered Firms, Nil. 
C. All other Persons, See Table below. 

R~ R~ Rs ( 

Between 1 and 2S,OOO 
2S,OOI " 3>,000 

3S,OOI • 55,000 Rs 62S plus 
SS,OOI 

" 
1,2S,OOO Rs 3,125 " 

1.25,0001 
" 

2,00,000 Rs 16.250 .. 
2 00,0001 

" 
3,50,000 Rs 35.000 

" 3,50,0001 
" 

5,00,000 Rs 81,875 
" Over 5,00,000 Rs 1,38,12S 
" 

Nil 
al 0-l·ll per rupee on 

excess over 25.000 
at 0-2-0 

" 
" 0 3·0 " 
" 

0-4·0 
" 

" 0-5-0 
" 

" 
06-0 

" 
" 

0-7-0 
" 

~ 

" 
" 
" 
" 
" 

" 
" 
" .. 
" 
" 

35,000 
ss,ooo 

1,25,000 
2,00,01.0 
3,50,000 
5,00,000 



'TABLE OF RATES. lxxxi:x: 

INCOME-TAX RATES-1922 TO 1938. 

Statement showing the Rates of Income-tax under "step" System 
for the years from 1922-23 to 1938-39. 

Rates in pies 10 the rupee. -
Grades of income. 1922-23 t93t;_sz Surcharge. 

to 1930-31 to 
1929-30. I93S-39. 

2,000 to 4,999 5 5 6 No surcharie before 
193I-32. 

5,000 to 9,999 ~ 6 9 193I-32 . !/8th. 
IO,OOO to I4,999 9 9 I2 1932-33} 

to !/4th. 

1'o 
1934-35 

I 5/00 to I 9, 999 9 16 !935-36 !/6th. 
20,000 to 29,999 12 13 19 19.16-37} 

to I/12th. 
30,000 to 39,999 IS 16 23 1938-39 
40.000 to 99,999 18 19 25 

1,00,000 and <tbove IS !9 . 26 
Company and Registered 18 I9 26 

firm whatever its total 
inrome. 

Rates under "Lowrr Inc es" 

Rates in pies in the rupee. 

Grades of income. I J9J2-.13 

J 1--'9~5~. 1931-32. and !934-35. 
1933-34 

1,000 to 1,499 2 4 2 11/3 

1,500 to 2,9!>9 . 2 4 4 22/3 

N ote.-Special provision was made in each year to the effect that the 
rate of income-tax and surcharge applicable to such part of the total income 
of any person as is derived from salaries or from interest on securities paid 
in the previous year was the rate fixed for the year previous to the year in 
question; and the same rate applied to refunds under section 48. 

12 



XC THE INCOME-TAX ACT. 

SUPER-TAX RATES-1922 TO 1938. 
Stmtement showing the Rates of Super-tar from 1922-23 to 1938-39. 

I 1. Y22-23 I I 1931-32 
to 1930-31. to 

1929--10 1'13• 3Q 

I. CoMPANY.-
First Rs. 50,000 .. Nil Nil Nil 
Every rupee of the remainder .. 12 12 12 

II. HINDU UNDIVIDED FAMU.Y.-
First Rs. 75,000 .. Nil Nil Nil 
Every rupee of next 25,000 .. 12 13 IS .. so, coo .. 18 19 21 .. 50,000 .. ;4 25 27 .. 50,000 .. 30 31 33 .. 50,000 .. 36 37 3'1 .. •o.ooo .. 42 43 45 .. 50,000 .. 48 49 ~1 .. 50,000 .. 54 55 57 .. 50,000 .. 60 61 63 . 

,, 50,000 .. 66 67 69 
Every rupee of the remainder .. 72 73 75 

III. INDIVIDUAL, UNREGISTERED FIRM AND 
ASSOCIATION OF INDIVIDUALS.-

First Rs. 30,000 .. Nil Nil Nil 
Every rupee of next 20,000 .. Nil Nil 9 .. 50,000 .. 12 13 15 .. 50,000 .. 18 19 21 .. 50,000 .. 24 ?5 27 .. 50,000 .. 30 31 33 .. 50,000 .. 3o 37 39 .. 50,000 .. 42 43 45 .. 50,000 .. 48 49 51 .. 50,000 .. 54 55 57 .. .10,000 .. 60 61 ~3 

.. 50,000 .. 66 67 6'1 
Every rupee of the remainder .. 72 73 75 

• 

Surcharge: The surcharge was the same .as that for income-tax show? 
above. 
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