


i -: \\ . -> 
y,~O rr 

SERVANTS or INDIA SOCIETY'S 

a~ANCH LIBRARY 
80MQA'( 

Dbananjayamo Gadgil Library 

IDmmmlm~~Um~mIU 
GlPE-PUNE-024239 



,A TREATISE 
ON 

INDIAN]NCOME.TAX LAW' &. ACCOUNTS 

BY 

n. N. DAR GUPTA. B.A.,. A.S:a.A. (LOND.), B.A. 
ISTORPOKATEIl ACCOtTNTANT 

HF.AIl OF THE DEPARTMEST OF CO~nU:lH'E. 

WITH FOREWorw. BY 

'I'RE HON. SIR N.N. SIRCAR, K.C.S.I. 
LAW MEMIII·:n. non:nNMJ-:NT O'F INDIA 

THE INDIAN PRESS, LTD. 
ALLAHABAD,BENARES, CALCUTTA 

1938 
F1'irc Rs. Fire. 



X?2..4.2.'Z 
G--~/ 

Printed and" published by K. Mittra, at 
The Indian Press, U<1., Allahabad. 



Co 

Ube Sacrcl) mcmorl! 
of 

rep J'atbcr 

lD\"arttanatb lDasgupta 
anO 

nS a Uottcn of iUfcction 
for 

m~ motbcr 

SERVANTS OF INDIA SCClfTY'S 

BRANCH lIBR~RY 

BOMBAY 



PREFACE 

The literature on Indian Income-tax Law is rather 
meagre considering the growing importance of the subject. 
In the present work an attempt is made to discuss the 
Income-tax Law as it is; to analyse its Sections into their 
essential elements; to concentrate particularly on those 
Sections which require clearer _flucidation; to show its 
applications to concrete cases and".its- implications in rela
tion to accounting, indicating some of-,the points where 
changes in the law seem desirable. My own professional 
experience has convinced me that the Income-tax Law can
not be fully comprehended unless it is studied in relation 
to accounts. A treatment of the subject on these lines 
will throw light on both. 

As the Income-ta..~ Law will undergo amendments, I 
ha,·e thought it fit not to include in this book exhaustive 
("itations of the numerous case decisions and departmental 
Hules and Instructions contained in the official Income
tax Manual. It has, however, included all the typical 
cases. A fuller treatment must await the actual amend
ment of the Act. 

To write a Treatise on Income-tax Law, the problems 
presented in its practical working and its bearing upon 
accounts is a difficult undertaking for a person outside the 
Income-tax Department. But perhaps, for this very 
reason, the work brings to its treatment a more detached 
outlook, a frank criticism and an unbiassed interpretation 
in terms of accounts, and of the law, the administration 
of which is sometimes associated with acute controversies. 

I regret that it was not possible for me to utilise the 
seventh edition of the Income-tax Manual which has. been 
published just when my Treatise has already been in print. 
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I shall teet my labour amply rewarded if the worl\ 
helps towards a soUnd understanding of the law and 
appreciation of its problems and also tlie lines on which 
the coming' legislation should be framed, (Appendix C). 
I need hardly add that ,~pe recent.1):xperts' Report . has 
received in this book due co.nsideration on its most impor
tant recommendations. 

I have every hope that assessees in general and lawyers, 
accountants and business-men in particular will find the 
Treatise useful. Appendix B has been prepared for 
purposes of ready reference for all assessees. 

My acknowledgments to various authorities have 
been. duly made in the body of the book. I have also 
consulted with profit the Income-tax Law Reports and 
Digests written by Messrs. P. R. Srinivasan, A. N .. Aiyal' 
and B. R. Jain. 

The Hon'ble the Law Member of the Government of 
India, Sir N. N. Sircar, K.C.S.I., has very much en
couraged me and placed me under I;t deep debt of gratitude 
by the valued Foreword which he has been pleased to 
write in the midst of .his many engagements. . 

New Civil Lines, Lucknow, 
2.0th Fe~ruar'!l, 1938. 



FOREWORD 

Mr. B. N. Das Gupta's Treatise on Income-tax Law 

IS a very useful addition to the publications on this 

subject. It is a welcome departure from the stereotyped 

handling of the subject, as the author has endeavoured 

with success to elucidate provisions of law by applying 

tht>m to concrete cases and by showing their implications· 

In accounting. Very few people outside the Income-tax 

Dt>partment are competent to handle the practical 

working of Income-tax Law, and the author deserves 

congratulations for his success in this difficult task. 

New Delhi, 
21.~t MarrA, 1938. 

N. N. SmeAR 

Law J,[ember, 

Government 01 India. 
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APPENDIX A 

.leT XO. XI OF 1922 

.In .let to l"on~QliJate alld amelld tlte ltlll" relatillg to Income
taJ: 0'1(1 Super-ta.,;. 

[.ls modified up to the l:)th Xon~mLer, 1937.] 

\VUERE.1S it is expedient to consolidate and amend the law relating 
10 In("ODle-Iax snd ~\lIlt'r-IaX;- it i" herehy emu-tt'd as follows:-

Sbort title. ea:tenl and commencement. 

I. f 1) This Act may Le called the Inllian lneollle-tax .let. 
I!!.?".? 

\t, It extend" to the ,,-hole of llritish India, including British 
llaluchistan and the Son thaI Parganas, and applies also, within 
the Indian States and the tribal areas, to llritish subjects who are 
in the !Wn"ice of the Crown or of a local authority established in 
the exen.·i.-e of the powers of the Crown Representatil"e or the 
Cennal Government in that LehaH, anti to all other serrants of 
the Crown in the said States and areas. 

(.1) It shllll .. "Om .. int .. fon.''' on thp first tlay of April, 1922. 

Definitions. 

2. In this Ad, WIle .... there is anything repugnant lD the 
"ubjt"t't or context,-

11) " agricultUJ1l1 income ,. means-
(0) any rent or rewnue deriwd from land which is u~ed 

for agricultural purposes,. and is either assessed to 
land-rewnue in British India or subject to a local 
rate 8>\l1t'S!'t'tl alill ('olleete,1 b,- officers of the Crown 
as luch; . 

(b) any ineome deriwd fn.lm "uch land by
Ii, agrieulture. or 

Iii) the performance by a l'ultivator or receil"er of rent
in-kind of anv proces. .. ordinarih- emplowd by a 
cultivator or n..."t"iver of rent-in-kind t~ render 
the IJn.Kluc .. raised or received by him fit to be 
taken to market, or 

\i;ii the sale L,' a cultil"ator or reeeiTer of rent-in-kind 
of the protluee l'".lised or receil"e.l by him, in 
rt>"pt'('t of whil:h no process lias been performed 
otlter than a pnJ('t'".. of th(' nahlr(' d('seribed ill 
sub-clause (il); 

20."{ 
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(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 
l'eceiver of rent-in-kind, of any land with respect to 
which, or the produce of which, any operation 
mentioned in sub-clauses (ii) and (iii) of clause (b) is 
carried on: 

l)l'ovided 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, 01' as a store-house, or other out-building; 

(2)" assessee" means a person by whom Income-tax is 
payable; . 

(3) " Assistant Commissioner" means a person appointed to 
be an Assistant Commissioner of Income-tax under section 5, 

(4) "business" includes any trade, commerce, or manu
facture or any adventure or concern in the nature of trade, 
commerce or manufacture; 

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

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

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

(6A) 'firm,' 'partner' and' partnership' have the same 
meanings respectively as in the Indian Contract Act, 1872; 

(7) "Income-tax Officer" meails. a person appointed to be 
an Income-tax Officer under section 5; 

(8) "Magistrate" means a .Presidency Magistrate or a 
Magistrate of the first class, or a Ma~istrate of the second class 
specially empowered by the Central uovernment to try offences 
against this Act; 

(9) "person" includes a Hindu undivided family; 
(10) "prescribed" means prescribed by rules made under 

this Act; 
(11) " previous year" means-

(a) the twelve months ending on the 31st day of March 
next preceding the year for which the assessment 
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it! to be wade, or, if the accounts of the al>l:!el>lSee have 
been wade up to a date within the said twelve 
months in respect of a year ending on any date 
other than the said 31st day of March, then. at the 
option of the assessee the year ending on the day 
to which his accounts have 80 been made up: 

l'l'ovided that, if this option has once been exercised by 
the assessee, it shall not again be exercised so as 
to vary the meaning of the expression "previous 
year" as then applicable to such assessee except 
with the consent of the Income-tax Officer and upon 
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 
be determined by the Central Board of Revenue or 
by such authority as the Board may authorise in thi!) 
behalf; 

(12) .. principal officer," used with reference to a local 
authority or a company or any other public body or any associa
tion, means--

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

(b) any ·person 'connected with the authority, company, 
body or association upon whom the Income-tax 
Officer has served a notice of his intention of 
treating him as the principal officer thereof; 

(1.1) .. public servant;' has the same meaning as in the 
ludian Penal Code; 

«14) .. registered firm " means a firm registered under the 
provisions of section 26A; 

(15) " total income" means total amount of income, profits 
aud gallls from all sources to which this Act applies computed 
iu the manner laid down in section 16; and 

(16) " unregistered firm "means a firm which is not a re
gistt'red firm. 

VllAPTER I 

CUARGE OF INCOME-TAX 

Charge of Income-tax. 

3. Where any Act of the Central Legislature en"acts that 
income-tax shall be charged for any year at any rate or rates 
applicable to the total income of an assessee, tax at that rate or 
those ratu shall be charged for that year in accordance with, and 
8ubject to the provisions of, this Act in respect of all income, 
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profits and gains of the previou:! year of every individual, Hindu 
undivided family, company, firm and other association of 
individuals. 

Application of Act. 

4. (I) Save as h~rein after plovided, this .lct shall apply to 
all income, profits 01' gains, as described or comprised in section U, 
from whatever source derived, accruing, Ql' arising, or received 
in British India) 01'- deemed under the provil'lions of this Act to 
accrue, 01' al'ise, 01' to be received in British India. 

(2) Income, profits and gains accruing 01' arisin<r without 
British India to a person resident in British India shan, if they 
are received in 01' brought into British India, be deemed to have 
accrued 01' arisen in British India an(1 to be income. profits and 
gains of the year in which they are so received 01' lIrought not
withstanding the fact that they did not so accrue or arise in that 
year: 

Provided that noihing contained in this. sub-section shall 
apply to any income, profits 01' gains so accruing 01' ari"ing prior 
to the 1st day of April, 1933, unless they are income, profits or 
gains of a business and are received in or brought into British 
India within thl'ee years of the f'nd of tlle war in which t1it';\" 
accrued or arose: . • 

Provided further that nothing in this sub-section shall upply 
to income from agriculture arising or accruing in a State in India 
from land for which any annual paymf'nt in money or in kind is 
made to the State. 

Ea:plmwtioll.-,-Income, prufits 01' gains accruing or arilling' 
without British India shall not be deemed to be received or 
brought into British I!J.dia within the meaning of this sub-section 
hy reason only of the fact that they are taken into account in the 
halance sheet prepared in British India. 

(.) This Ad shall not apply to the following cia sst's of 
IneOlllt' : -

(/:) Anv income derived from property held under trust or 
"Other legal obligation wholly for religious 01' 

eharitable 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. 

(ii) Any income of a }'eligious or charitable institution 
derived from voluntary contributions and applicablt' 
solel~· to religious or ~haritable purpoiles. 

(iii) The income of local authorities. 
(iv) Interellt on securities which are lleld by, or are the 

• property of, any Provident Fund to whirh the 
Provident Fllllds Act, 1897, applie;;i. 

('V) Any capital sum receiYed in commutation of the 
whole or a portion of a pension, or in the nature 
of cOIJI~olidat.ed compensation for dt'ath or injuries, 
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or in l}ayment of any insurance policy, or as the 
accumulated balance at the credit of a subscribel· 
to any such Provident Fund. 

Any special allowance, benefit or perquisite specificaUy 
grant~d to meet expenses wholly and necessarIly 
incurred in the pt'rforman!'e of the duties of an office 
or employment of l}rofit. 

Any receipts not being receipts arising from business 
or the exercise of a profession, vocation or occupa
tion, ",hii'll are of a casual and non-recurring 
nature, or are not by way of addition t.o the 

. remun(>ration of an l'mploye ... 
Agricultural income._ 
.Any ineome rec(>iveJ' by trustee" On behalf of a 

recognised provident fund as defined in clause (a) 
of section 58A. 

In this tlub-section " charitable purpose ,. ineludes relief of 
Hit' poor, eilueation, medical relief, and the afh"an!'ement of anr 
other ohjeet of general puhlic utility. 

CHAPTER II 

INCOME-TAX .\UTIIORITIES 

Inoome-tax authorities. 

8. (1) There shall be the following classes of Income-tal>: 
allillOrities for the purposes of this Act, namely:

(n) The Central Doard of Reyenue, 
(b) Commissioner:! of Income-tax, 
(c) Assitltant Commission(>rs of In!,OJue-tax, and 
(0) Income-tax Officers, 

(3) The Central Goyernment may apP9int a Commissioner 
III Income-tax for any area specified in the order of appointment, 

(4) The Central GO\'el'nment may appoint for any area as 
lIIany .!ssiMtant Commissioners of Income-tax' and Income-tax 
Offic~rll all it think!! fit, They shall perform their functions in 
rellpl't't IIf ~Udl }ll'rsons 01' classes of persons and of such incomes 
elr classes of income and in respect of such areas as thl' 
('olllmi~~ioner of Income-tax· may direct and, where two or morl' 
.\ssilltaut Couuni~~iont'rs of Iucome-tax or Income-tax Officers 
h!,,"t' lll't'n a}lpointt'd for the same art'a, in accordance with any 
order" whi!'ll the COlllmissiont'r of Incolllt'-tax may make for t.he 
elistribution and alloeation of the work to be pi-rformed, 'rhe' 
Commi~sioner may, by gl'neral or i"pecial ordt'r in writing. direct 
that tllt· pOWl'r!l cllnft'rrt'!1 on thl' In('omt'-tax Officer and tht' 
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Assistant Commissioner by or under this Act shall, in respect of 
any specified case or class of cases, be exercised by the Assistant 
Commissioner and the Commissioner, respectively, and, for the 
purposes of any case in respect of which such order applies, 
references in this Act or in any rules made . hereunder to the 
Income-tax Officer and the Assistant Commissioner shall be 
deemed to be references to the Assistant Commissioner and the 
Commissioner, respectively. 

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

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

• perform their functions.. ' 

CHAPTER III 

TAXABLE INCOME 

Heads of income chargeable to income-tax. 

6. Save as otherwise provided by this Act, the following 
heads of income, profits and gains shall be chargeable to income

_ tax in the manner hereinafter appearing, namely:-
(i) Salaries. 

(ii) Interest on securities. 
(iii) Property: 

. (iv) Business. 
(v) Professional earnings. 

(vi) Other sources. 

Salaries. 

7. (1) The tax shall be payable by an assessee under the 
head" Salaries" in respect of any salary or wages, any annuity, 
pension or gratuity, and any fees, commissions, perquisites or 
profits received by him in lieu of, or in addition to, any salary 
or wages, which are paid by or on behalf of the Crown, a local 
authority, a company, or any other public body Or as!lor.iation, 
or by or on behalf of any private employer; 
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Provided that the tax shall not be payable in respect. of any 
8um deducted froPl the salary payable by or on behalf of the 
Crown to any individual, being a sum deducted in accordance 
with the ,conditions of his service for the purpose of securing to 
.Mm a d~ferred annuity or of making provision for his wife or 
children, provided that the sum so deducted sha1,1 not exceed 
one-sixth of. the salary. 

Ezplanation.-The right of a person, to occupy free of rent 
a8 a place of residence any premises provided by his employer is 
a perquisite for the purposes of this sub-section. 

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

Interest on securities. 

8. The tax shall be payable by an assessee under the head 
.. Interest on securities" in respect of the interest receivable by 
hiDr1>D 'any security of the Central Government or of a provincial 
Government or on debentures or other securities for money issu,ed 
by or on behalf of a local authority or a company: 

Provided that DO 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 behalf of the assessee: 

Provided further that no income-tax shall be payable on 
the interest receivable on any security of the Central Government 
issued or declared to be income-tax free: 

Provided further that the income-tax payable on the interest 
receivable on any security of a Provincial Government issued 
income-tax frf'e shall be payable by that Provincial Government. 

fropel'tl. 
9. (1) The tax shall be payable by an assessee ~der the 

head' .. Property " in respect of the bona fide annual value of 
property consisting of any buildings or lands appurtenant thereto 
of whichhe is the owner, other than such portions of such property 
a8 he may occupy for the purposes of his business, subject to the 
following allowances, namely:-
.. (i) where the property is in the occupation of the owner, 

or where it is let to a tenant and the owner has 
undertaken to bear the. cost of repairs, a sum equal 

. . to one-sixth of such value j 
(ii) where the property is in the occupation of a tenant 

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

F.27 
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(iii) the amount of any annual premium paid to insUl'tl 
the property against risk of damage or destruction; 

(iv) where the property is subjlect to a mortgage, or other 
capital charge, the amount of any interest on such 
mortgage or charge; where the property is subject 
to a ground rent, the amount of such ground rent; 
and where the property has been acquired with 
borrowed c'apital, the amount of any interest pay
able on such .capital and not specifically charged 
upon the property itself; 

(v) any sums paid on account of'land revenue in respect 
of the property; 

(vi) in respect of collection charges, a sum not exceeding 
the prescribed maximum ; 

(vii) in respect of vacancies, such sum as the Income-tax 
Officer may determine having regard to the circum
stances of the case: 

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

(2) For the purposes of this section, the expression" annual 
yalue " shall be deemed to mean the sum for which the property 
might reasonably be expected to let from year to year: 

Provided that, where the property is in the occupation of thtl 
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, 

BusineSs. 

10. (1) The tax shall be payable by an assessee under the 
head." Business " in respect of the profit or gains of any business 
carried on by him, 

(2) Such profits or·· gains shall be computed after making the 
followlllg allowances, namely:-

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

used; 
(ii) in respect of repairs, where the aSS1!ssee is the tenant 

only of the premises, and has undertaken to bear 
the' cost of such repairs, the amount paid on account 
thereof, provided that, if any substantial 11 art of the 
premises is used by the assessee as a dwelling-house, 
a proportional part only of such amount shall be 
allowed; 

(ii'£) in respect of capi~al borrowed for the purposes of the 
business, where the payment of interest thereon is 
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not in any way dependent on the earning of profits, 
the amount 01 the interest paid; 

Ezplanation.-Recurring subscriptions paid periodically 
by shareholders or subscribers in such Mutual Benefit 
Societies as may be prescribed, shall be deemed to 
be capital borrowed within the meaning of this 
clause: 

(iv) in respect of insurance against risk of da.mage or 
destruction of buildings, machinery, plant, furni
ture, stooks or stores,used for the purposes of the 
business, the amount of any premium paid; 

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

(vi) ion' respect of depreciation of such buildings, 
machinery, plant, or furniture being the property 
of the assessee, a sum equivalent to such percentage 
on the original cost thereof to the assessee as may 
in any case or claes of cases be prescribed: 

Provided that-
(a) the prescribed particulars have, been duly furnished; 
(b) where full effect cannot be given to any such allowance 

in any year owing to there bein~.no profits or gains 
chargeable for that year, or oWIng to the profits or 
gains chargeable being less than the allowance, the 
allo"ance or part of the allowance to which effect 
has not been given, as the case may be, shall be 
added to the amount of the allowance for deprecia
tion for the following year and deemed to be part 
of that allowance, or if there is no such allowance 
for that year, be deemed to be the allowance Jor 
that year, and so on for succeeding years; and 

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

('!Iii). in respect of a.ny ma~hiJ1~ry or plantwhich1 in con
sequence of Its havlng. become obsolete, nas been 
sold or discarded, the .difference between the original 
cost to the assessee of the machinery or plant as re
duced by the ag~regate of the allowances made in 
respect of deprecIation under clause (vi), or any .A ct 
repealed hereby, or the Indian Income-tax Act

i 
1883, 

and the amount for which the machinery or p ant is 
actually sold, or its scrap value; 

(l';i(l) in respect of animals which have been used for the 
purPOIlf'S of the business ()therwise than 8S stol'k in 
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trade and have died or become permanently useless 
for such purposes, the diJierence between the ori
ginal cost to the assessee of the animals and the 
amoUnt, if any, realised in respect of the carcasses 
or animals; , , 

(viii) 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; 

(viiia) any sum paid to an employee as bonus or commission 
for services rendered, where such sum would not 
have beep. payable to him as profits or dividend if it 
had not been paid as bonus or commission:. 

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

(a) the pay of the employee and the conditions of his 
service; 

'( b) the profits of the business for the year in question; and 
(c) the general practice in similar businesses; 

(ia:) any expenditure (not being in the nature of capital 
, expenditure) incurred solely for the purpose of earn

ing such profits or gains: 
Proyid,ed that nothing in clause -(viii) or clause (iz) shat! 

be 'deemed to authorise the allowance of any sum 
paid on account of any cess, rate or tax leVIed on 
the profits or gains of any business or assessed at 
a proportion of or otherwise on the basis of any such 
profits or gains. 

-' (.1) In sub-section (2), the word "paid" means actually 
paid or incurred according to the method of -accounting upon the 
basis of which the profits or gains are computed under this section.. 

Professional earnings. 
11. (1) The tax shall be payable by an assessee under ~he 

head -" Professional earnings " in respect of the profits or gaIns 
of any profession or vocation followed by him. 

(2)' Such profits or gains shall be computed after making the 
following allowances, namely:-

(i) any expe~diture. (not being in the nature of capita~ 
expenditure) ,mcurred solely for. th&-, vurposes of 
such profession or vocation, and- not -bemg personal 
expenses of the assessee;-

(ii) in respect of depreciation of buildings and deprecia
tion and obsolescence of machinery, apparatus, 
appliances, plant, furniture or other capital assets 
being the property of the assessee and used solely 
for the purposes of such profession or vocation, the 
allowances specified in ,clauses (vi) and (vii) of sub
sectioI!- (2) of section 10 subject to all the conditions 
specified ill those clauses. 
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. (3) Professional fees paid in any part of India to a pel.'son 
ordinarily resident in British India shall,be deemed to be profits 
or gains chargeable under this head. 

Other sourCes. 

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

(2) Such income, profits and gains shall be computed after 
makin~ allowance for any expenditure. (not being.; in the nature 
of capdal expenditure) incurred solely for the purpose of making 
or earning such income, profits or gains, provided' that no allow
ance shall be mads on account of any personal 'expenses of the 
assessee. 

Method of accounting. 

13. Income, profits and gains shall be computed, for the 
purposes of sections 10, 11 and 12, in accordance with the method 
of accounting regularly employed by the assessee: 

, Provided that, if no method of accounting has been regulady 
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 lllanner as tlie Income-tax 
Officer may determine. 

Ellemptlons of a general nature. 

11. (1) The tax shall not be payable hy an assessee in res
.pect of any sum which he receives as a member of a Hindu un
divi~ed family. 

(2) The tax shall not be p.ayable by an assessee in respect of
(a) any sum which he. receives by way of dividend as a 

shareholder in a company where the profits or gains 
of the company have been assessed to income-tax ; or 

(b) such an amount of the profits or gains of any firm 
which have been a!!sessed to income~tax as is pro
portionate to his share in the firm· at the time of 
such assessment; or 

.::.' ,'{cl any ,Bum, which', he recsives·as .. 'his shartf;of the profits 
, .. - or gains of· an' association of individu!;"ls, other than 

a Hindu undivided family, company pr firm, wliere 
IIuch profits or gains have been assessed to income
tax. 

Ellemption In the caae of life Insurances. 

15. (1) The tax shall not he payable by an assessee in respect 
of any sums paid by him to effect an insurance on' his own life 
or on the life of his wife, or in respect of a con.tract for a deferred 
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annuity on his own'life 01' on the life of his wife, or as a 'contri
bution to any Provident ,Fund to which the Provident :Funds Act, 
1897 j applies, 

(2) Where the, assessee is a Hindu undivided family, thex'e 
shall be exempted under sub-section (1) any sums paid to effect 
an insurance on the ,life of any male member of the family or 
of the wife of any such member, • 

(3) The aggregate of any sums exempted under this section 
shall not, together with any sums exempted under the proviso 
to sub-section (1) of section 7 and any sums exempted under sub
section (1) of section' 58F, exceed one-sixt.h of the total income of 
the assessee. 

Exemptions and exclusions determining the total income. 

16. (1) In computin~ the total income of an assessee sums 
exempted under the prOVISO to sub-section (1) of section 7, the 
second and third provisos to section 8, sub-section (2) of section 14 
and section 15, shall be included. 

(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. 

(3)' In computing the total ineomt' of any individual for tilt' 
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 01' indirectly-

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

(ii) 'from the admission of the minor to the benefits of 
partnership in a firm of which such individual is Il

partner; 
(iii) from assets transferred directly or indirectly to the wife 

by the husband otherwise than for adequate consi
(leration or in eounection with au agreement to live 
apart; or 

(-it.) from assets transferred directly or iudirectly to the 
minor child, not being a married daughter" by such 
individual; and 

(b) so much of the income Q( auy association of individuals 
'consisting of such individual and hi~ wife as arises 
'from assets transferrpd to the aSFociation by such 
individual. 

Reduction of tax when margin aboye a certai!,1 limit is small. 

t 7. Where owing to the fact that the total income of any 
atltlt!6see 'has reached or exceeded a certain limit, he is liable to 
pay income-tax or to pay income-tax at. a highpr rat.e, the, amount 
of income-tax payahle by him allall. wher!' nel'PSIIary, be rpduewl 
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IMJ &8 not to exceed the aggregate of the follo1ri.ng amounts. 
namely:-

(a) the amount wwch would have been payable if his total 
income had bl'en a sum less by one rupee than that 
limit, and 

(b) the amount by which his total income l'xceeds that SUIll. 

CHAPTER IV 

DEDUCTIONS .\ND ASSEssMENl' 

18. Payment b)' deduction at source. 

(2) Any person responsible for paying any income chargeable 
under the head" Salaries ., shall, at the time of payment, deduct 
income-tax, but not supl'r-tax, on the amount payable at the rate 
applicable to the estimatl'd im'ome of the aR8£'SSee under this head: 

Provided that RUl'h person may. at the time of making any 
deduction, increase or reduce the amount to he deducted under 
this sub-sed ion for the purpose of adjusting any excess or defi~ 
ciency arising out of any previous deduction or failure to deduct~ 

(2A) Notwithstanding anything hereinbefore contained for 
the purpose of makin~ the (ledl\ction under sub-section (2), there 
shall be itwluded in tht' amount payable any income chargeable 
under the hf'ad " Salaries" which is payable to the assessee out 
of India by or on behalf of the Crown, and the value in rupees 
of lIuch inl'ome flhaIl be calculated at the prescribed rate of 
exchange. 

(.J) The pt'rson responsible for paying any income chargea~le 
\Inder the hf'ad :' Intf'rf'st on sel'urities" shall, unless otherwIse 
prescribf'd in the l'ase of any security of the Central Government; 
at the time of paymf'nt. deduct inl'oine-tax, but not ~uper~tax •. 01\ 
the amount of. the intt'rf'flt payable at the maximum rate.' 

Provided that where the Income-t.ax Officer give~ a certificate 
in writing (which l'ert.ificate he shall give in every proper case on 
the applil'ation of tbe assessee) that t.othe best of his belief .the 
total income of a redpient will be lesfi than the minimum liable 
to income-tax. or will be liable to a rate of income-tax less thau 
the. maximum ratf', the person responsible for paying any.income 
hf'rein nft'rred to such recipient shall, until lIuch certificate is 
cancelled ).v the Io('ome-tax Officer, Jla,- the income without 
dedudion or deduct the tax at 'mch lellR 'rate, as the CRse may 
bp. 

(3A) Where the Income-tax Officer has reason to believe that 
the total inl'ome of any person residing out of British India to 
whom any interest not being .. Interest on securities" is pay. 
able, will in any year f'xceed the maximum amount which is 
not chargeable with super-tax under the law for the tiine being 
in fol'('P. he ma)" by· order in writing, require Ute person 
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responsible fo'!' .pay:i,ng such intjlrest to such person to deduct .at. the 
time of payment income-tax and super-tax at the rates determmed 
by the Income-,tax Office!: to be applicable to the total income of 
such person in -that' year'- . . 

(3B) Where the 'person responsible for paying any interest 
not being" Interest on' securities" to any person pays to that 
person in any year an' amount of such interest exceeding in the 
aggregate the maximum amount which is not chargeable with 
super-tax under the law for the time being in force, the person 
responsible for .. paying slich interest shall, if he has not reason 
to believe that the recipient is resident in British India, and no 
order under sub-se(!tioll (3A) hl\S been received in respect of such 
recipient, deduCt at the time of payment income-tax on the total 
amount of such interest .atthe rate appropriate to such total, and 
super-tax on the amount by which such total exceeds the maxi
mum amount not chargeable with super-tax at the rate applicable 
to' -such excess.: 
. (3C) Where the Income-tax Officer has reason to believe that 
any person, who is a shareholder in a company, is resident out 
o( British India and that the total income of such person will in 
any year exceed the maximum amount which is not chargeable 
to super-tax un-del.' the law for the time being in force, he may) 
by order in writing, require the principal officer of the company 
to deauct at the time' of payment of any dividend from. the 
company to the shareholder in that year super-tax at such rate 
as the Income-tax Officer may determine as being the rate appli
cable in respect of the_ income of the shareholder in that year. 

(3D) If'in any year the amount of any dividend or the 
aggregate amount of any dividends paid to any shareholder by 
a company (together with the amount of any income-tax payable 
by the company in respect thereof) .exceeds the maximum amount 
of the total income of a person which i5 not chaJgeable 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 under sub-section 
(3D) has been received in respect of such shareholder by the 
Principal officer from the Income-tax Officer, the principal officer 
shall at the . time of payment deduct super-tax on the amount of. 
such excess at the rate which would be applicable under the law 
for. the time being in force if the aIriount of snch dividend' or 
dividends (together with· the amount of such income-tax as 
aforesaid) constituted the whole total income of the shareholder. 

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

(5) Any deduction made in accordance with the provisions 
of this section shall be treated as a payment of income-tax or 
super-tax on behalf of the person from whose income the deduction 
was made, or of the owner of the security, as the case inay be, 
and credit shall be given to him therefor in the assessment, if 
any, made ;tor the following year 'nnder this Act: 
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Provided that, if such person or such owner obtains, in accor
dance with the provisions of this Act, a refund of any portion of 
the tax 80 deducted, no credit shall be given for the amount of 
such refund. 

Provided further that where such person or owner is a person 
whose income is included under the provisions of sub-section (3) 
()f section 16 in the total income of another person that person shall 
be deemed to be the person or owner on whose behalf payment has 
been made and to whom credit shall be given in the assessment 
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 perfOn 
making the deduction to the credit of the Central Government or 
as the Central Board of Revenue directs. 

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

Provided that the Income-tax Officer shall not make a direc
tion under sub-section (1) of section 46 for the recovery of any 
pt'nalty from such person unless satisfied that such person has 
wilfully failed to deduct and pay the tax. 

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

(9) Every person deducting income-tax or super-tax in ac
cordance with the provisions of sub-section (3), (3A), (3B) , (3C) 
Of (JIJ) shall, at the time of payment of interest or diVldends, 
fUfnit!h to the person to whom such payment is made. a certificate 
to the dlect that incoome-tax Of supeOr-tax has been deducted, and 
"pt·dfying the amount so deducted, the rate at which the tax has 
been dctluetell, and SUi'll othel' particulars as maybe prescribed. 

Payment In other cases. 

19. In the case of income chargeable under any head other 
than" Salaries" or .. Intt"rest on securities," and in any ease 
where income-tax has not been deducted in accordance 
with the provisions of section 18 the tax shall be payable by the 
assessee direct. 

Supply of Information regarding diYidends. 

19A. The principal officer of every company shall, on or 
before the 15th day of June in each year, furnish to the prescribed 
officer a return in the prescribell form and verified in the pre
sl'ribed manner of the names and of the addresses, as entered in 
the register of sharehoIaers maintaind by the company, of the 
shareholders to whom a dividend or aggregate dividends exceed
ing such amount as may be prescribed in this behalf has or have 
been di"tributed during the preceding year and of the amount 
so distributed to each such shareholder .. 

r.~ 
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Certificate by company to shareholders receilling dividends. 

. 20. The principal officer of every company shall, at the time 
of distribution of dividends, furnish to every person receiving a 
dividend a certificate to the effect that the company has paid or 
will pay income-tax ':on the profits which are being distributed, 
and specifying such other particulars as lllay be prescribed. 

Supply of information regarding inte~est. 

20A. The person responsible for paying any interest not 
being " Interest on securities" shall, :on or before the fifteenth 
day of June in each year, furnish to the prescribed 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 pre
vious financial year he has paid interest or aggregate interest 
exceeding such amount not being less than one thousand rupees 
as may be prescribed in this behalf, together with the amount 
paid to each such person. 

Annual return. 

21. 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 btJdy or 
association, and every private employer shall prepare, and, WIthin 
thirty days from the 31st day of March in each year, deliver or 
cause to be delivered to the Income-tax O.fficer in the prescribed 
form, a return in writing showing-

(a) the name and, so far as it is known, the address, of 
every person who was receiving on the said 31st day 
of March, or has received during the year ending on 
that date, from the authority, company, body, asso
ciation· or private employer, as the case may 'be, any 
income chargeable under the head "Salaries" o~ 
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 respect of income-tax from the 
income of each such person. 

Return of income. 

22. (1) The principal officer of every company shall pre
pare, and, on or before the fifteenth day· of June in each year, 
furnish to the Income-tax Officer a return, in the prescribed form . 
and verified in the prescribed manner, of the total income of the 
company during the previous year: 

Provided tha.t the Income-tax Officer may, in rus discretion, 
extend the date for ·the delivery of the return in the case of any 
company or class of companies. . 

(2) In the case of any perSOll ot.her than a company whose 
total income is, in the Income-tax Officer's opinion, of such an 
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amount as to render such person liable io income-tax, the Income
tax Officer shall serve a notice upon him requiring 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 fqrt4 (along with such 
other patriculars as may be provided for in the notice) his total 
income 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 
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 return so made shall be deemed 
to be a return made in due time under this section. , 

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

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

.Assessment. 

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

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

(3) On the day specified in the notice issued under sub-section 
(2), or as soon afterwards as may be, the Income-tax Officer, after 
hearing such evidence as such person may produce and such 
other ('vidence as the Income-tax Officer may require, on specified 
points, shall, by an order in writing, assess the. total income of 
the assessee, and determine the Rum payable by him on the basis 
of such assessment. 

(4) If the principal officer of any company or any other 
person fail~ to make a return under sub-section (1) or sub-section 
(2) of section 22, as the case may be, or fails to comply with all 
the terms of a notice issued under sub-section (4) of the same sec
tion or, baving 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 sball make the assessment to the best of his judgment 
nod. in the raRe of a re~istered firm, may cancel its registration: 
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Provided that the registration of a firm shall not be cancelled 
until fourteen days have elapsed from the issue of a notice by the 
Income-tax Officer, to the firm iniimating his intention to cancel 
its registration. . 

23A. (1) Where the Income-tax Officer is satisfied that any 
firm or other association of individuals carrying on any business, 
other than a Hindu undivided family or a company, is under the 
control of one member thereof, and thaOt such' firm or association 
has been formed or is being used for the purpose of evading or 
reducing the liability to tax of any member thereof, he may, with 
the previous approval of the Assistant Commissioner, pass an order 
that the sum payable as income-tax by the firm or association 
shall not be determined, and thereupon the share of each member 
in the profits and gains of the firm or aI'I/lociation shall be includecl 
in his total income for the purpose of llis assess}l1ent thereon. 

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

(2) Where the Income-tax Officer is satisfied that a company 
is under the control of not more than five of its members and that 
i.ts profits and gains are allowed to accumulate beyond its reason- ° 

able needs, existing and contingent, having regard to the main
tenance and development of its business, without being distri
buted to the members, or that a reasonable part of its profits and 
gains, having regard to the said needs, has not been dist.ributed to 
its members in such manner as to render the amount distributed 
liable to be included in their total income, and that such accu
mulation or failure to distribute is for the purpose of preventin~ 
the imposition of tax upon any of the members in respect of their 
shares in the profits and gains so accumulated or not distributed, 
the Income-tax Officer may, with the previous approval of the 
Assistant Commissioner, pass an order that the sum payable as 
income-tax by th!l company shall not be determined, and there
upon the proportIOnate share of each member in the profits and 
g-ains of the company, whether such profits and l!'llins have been 
distributed to the mem'6ers or not. shall he included in the total 
income of sueh member for the purpose of his a"ses~ment thereon: . 

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

Etl:planation.-For the purpose of this sub-section,-
(a) a company shall be deemed to be a subsidiary company 

if, by reason of the heneficial ownership of shares 
therein, the control of the company is in the hands 
of a company, not being a company to which the 
provisions of this sub-section apply, or of two or 
more companies none of which is a company to which 
those provisions apply; 

(b) a company shall be deemed to be a company in which 



(c) 

(d) 
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the public are substantially interested if shares of 
the company (not being shares entitled to a fi,xed 
rate of dividend, whether with or without a further 
right to participate in profits) carrying not less than 
twenty-five per cent. of the voting power have. b.een 
allotted unconditionally to, or acquU"ed uncondItIon
ally by, and are at the end of the previous year 
beneficially held by, the public (not including a 
company to which the provisions of this sub-section 
apply), and if any such shares have in the course of 
such' previous year been the subject of dealings in 
any stock exchange in I!.ritish India or are in fact 
freely transferable bv the holders to other members 
of the public; , 

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

" nominee" means a person who may be r"equired to 
exercise his voting power on the directions of, or 
holds shares directly or indirectly on behalf of, an
other person. 

(.1) The Assi~tant Commissioner shall not give his approval 
10 any order proposed to be passed hy the Income-tax Officer 
nnder this section until he has given the firm, association or 
rompany concerned an opportunity of being heard. 

(I) (i) 'Vhere any member of a firm or association of indivi
duals makes default in the payment of tax on his share of profits 
and gains which has been included in his total income under the 
provisions of sub-section (1) such tax may be recovered from the 
firm or association, as the case may be. 

(ii) Where the proportionate share of any member of a com
pany in the undistributed profits and gains of the company has 
been included in his total income under the provisions of sub
lI!'ction (2), the tax payable in respect thereof· shall be recoverable 
from the company and mav be recovered from such member, if 
there are not sufficient funds in the hands of the company to pay 
the tax, or if the winding up of the cmnpany has commenced. 

(iii) 'Vhere tax is recoverable from a conipany, firm or other 
association under this sub-section, a notice of demand shall be 
served upon it in th.e prescribed form showing the Bum so payable, 
and such company, firm or association shall be deemed to be the 
assessee in respect of such sum, for the purposes of Chapter VI. 

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

24. (1) 'Where any assessee sustains a loss of profits or gains 
in any year under any of the heads mentioned in section 6, he 
shall be entitled to have the amount of the loss off 
against his income, profits or gains under any other head in that 
year. 

(2) Where the assessee is a registered firm, and the loss sus
tained cannot wholly be set off under sub-section (1), any member 
of such firm or any person who being a minor has been admitted 
to the benefits of pa:r:tnership in such firni shall be entitled to have 
set off against any income, profits or gains of the year in which 
the loss was sustained in respect of which the tax is payable by 
him such amount of the loss not already set off as is proportionate 
to his share in the firm or to his share of the benefits of partner
ship, as the case may be. 

Assessment in case of departure froin British India. 

2M. (1) When it appears to the Income-tax Officer that any 
person may leave British India during the current financial year, 
or shortly' after its expiry, and that he has no present intention 
of returning, the Income-tax Officer may proceed to assess him on 
his total income for the period from the expiry of the last previous 
year for which he has been assessed to the probable date of his 
departure from British India. For each completed previous year 
included in this period an assessment shall be made on the total 
income of such person at the rate at which it would have been 
charged had such income been fully assessed, and for the period 
from the expiry of the last of such previous years to the probable 
date of departure, the IncQme-tax Officer shall estimate the total 
income of such person and assess it at the rate in for<'e for the 
financial year in which such assessment is made: . 

Provided that nothing herein contained shall authorise an 
Income-tax Officer to assess any income, profits or gains which 
have escaped assessment or have been assessed at too low a rate 
in respect of which he is debarred from issuing a notice under 
section 34. 

(2) For the purpose of making an assessment under sub
section (1) the Income-tax Officer may serve a notice upon such 
person requiring hi.m to furnish, within such time not being less 
than seven days as may be specified in the notice, a return in 
the same form and verified in the same manner as a return under 
sub-section (2) of section 22, setting forth (along with such other 
particulars as may be provided for in the notice) his total incoml' 
for each of the completed previous years comprised in the period 
first referred to in sub-section (1) and his estimated total income 
for the period from the expiry of the last such completed previous 
year to the probable date of his departure; and the provisions of 
this Act shall, so far as may be, apply as if the notice were q 
tlotice issued under sub-section (2) of section ~2, 
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Tax of deceased person payable by representatiye. 

2~B. (1) Where a person dies, his executor, administrator 
or other legal l"epresentative shall be liable to payout of the 
estate of the deceased person to the extent ,to which the estate is 
capable of meeting the charge the tax assessed as payable by such 
pertlOn, or any tax which would have been payable by him under 
this Act if he had Dot died. 

(2) Where a person dies before he is served with a notice 
under sub-section (2) of section 22 or section ;J4, as the case may 
be, the Income-tax Officer may serve on his executor, administra- ' 
tor or other legal representative a notice under sub-section (2) of 
section 22 or under section ;J4, as the case may be, and may pro
ceed to assess the total income of the deceased person as if such 
executor, administrator or other legal representative were the 
assessee. 

(3) Where a person dies, without, having furnished a return 
which he has been required to furnish under the provisions of sub
section (2) of section 22 or having furnished a return which the 
Income-tax Officer has reason to believe to be incorrect or incom
plete, 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 may require 
from the executor, administrator or other legal representative of 
the deceased person any accounts, documents or other evidence 
which he might under the provisions of sections 22 and 23 have 
required from the deceased person. 

Assessment In case of discontinued business. 

25. (1) Where any business, profession or vocation on 
which income-tax was not at any time charged under the provisions 
of the Indian Income-tax Act, 1918, is discontinued in any year, 
un Ilssessment may be made in that year on basis of the income, 
profits or gains of the period between the end of the previous 
year and the date of such discontinuance in addition to the assess
ment, if any, made on the basis of the income, profits or gains of 
the previous year. 

(2) Any person discontinuing any such businesli, profession 
Ill' vocation IIhall give to the Income-tax Officer notice of such 
discontinuance within fifteen days thereof, and, where any': person 
faill! to give the notice required by this ilub-section, the Income
tax Ufficer may direct that a SUIll lihall be recovered from him by 
way of pl'Dalty not exceeding the amount of tax subsequently 
a~se~sed on him in respect of any income, profits or gains of the 
business, profession or vocation up to the date of its dis
continuance. 

(3) Where any business, profession or vocation on which tax 
was at any time charged under the provisions of the Indian 
Income-tax Act, 1918, is discontinued, no tax shall be payable in 
respect of the income, profits and gains of the period between the 
end (jf the previous year and the date of such discontinuance, and 
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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. W here any such claim ill 
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, profits and gains of 
the previous year exceeding the amount payable on the basis of 
such assessment, a refund shall be given of the difference. 

(4) ·Where an assessment is to be made under sub-section (1) 
or suo-section (J), the lncome-tax vtlicer may serve on the person 
whose income, profits and gains are to be as:,essed, or, in the case 
of a firm, on any p·erson 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 
requirements which may be included in a notIce under sUb-section 
(2) of section 22, and the provisions of this Act shall, so far as 
may be, apply accordingly as if the notice were a notice issu~d 
under that sub-section. 

Assessment after partition of a Hindu undivided family. 
25A. (1) Where, .at the tim.e of making an assessment under 

SI'lction 23, it is claimed by or on behalf of any member of a 
Hindu family hitherto assessed as 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 
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 aU the members of the family. 

(2) 'Vhere such an order has been passed, the Income-tax 
Officer shall make an assessment of the total income received liy 
or on b~hal£ of the joint family as such, as if no separation 01' 

partition had taken place, and each member or group of members 
shall, in addition to .any income~tax for which he or it may be 
separately liable and notwithstanding anything contained in 
sub-section (1) of section 14, be liable for. a share of the tax on the 
income so assessed according to the portion of the joint family 
property allotted to him or it; 

and the Income-tax Officer shall make assessments according
lyon the various members and groups of members ill accordance 
with the provisions of section 23: 

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

(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 the purposes of this Act, to continue to be a Hindu 
undivided family. 
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Change In constitution of a firm. 

26. (1) Where, at the time of making an assessment under 
lI~tion 23, it is found that a change has o('curre(I in the constitu
tion of a firm or that a firm has been newly constituted, the assess
ments on the firm and on the members thereof shall, suvject to the 
pro\"illions of this A('t, he made as if the firm had been t:onstituted 
throughout the pre\"ious )-ear as it is conlltituted at the time of 
making the assessment, and as if each memher had received a 
IIhare of the profits of that :rear proportionate to his interest in 
the firm at the time of making the assessment. 

(2) "'here, at the time of making an assessment under sec
tion 2:1, it is found that the person carrying on any business. 
profeflSion or vocation has been succeeded in such capacity by 
another person, the assellllment shall be made on such person 
succeeding, as if he had heen carrying on the business, profession 
or vocation throughout the previous year, and as If ht' h-ad 
receh .... ,l the whole of the profits for that year. 

ProcedUN In registration of firms. 

2111.. (1) Application may he made to the Income-tax Officer 
on llehalf of an)· fiml, constituted under an in;,.trument of partner
.~hip specifying the iDllh-idual shares of the partners, for regis
tration fur tht' purposes of this Act and of any other enactment 
fur tbe timt' lwing in force rt'lating to income-tax or super-tax. 

(2) The application shall he made by sucb person or persons, 
and at such times and shall contain such particulars and shall be 
in 8uch form, and be verified in su('h manner, as may be prescrib
.. ,I: an,l it shall h .. dealt witb b\" the Income-tax" Offict'r in such 
mannt'r a8 may be preRCrihed. -

Can06llatlon of assessment when cause Is shown. 

27. "Yht're an a8llessee or, in the case of a company, the 
prin('ipal officer thereof, within one month trom the service of a 
Dotiee of demand issue(l as hereinafter provided, satisfies the 
In('ome-tax Offil'er that he was prevented by sufficient cause from 
making the return required hy st'ction 22, or that he did not 
receive the notice issued under sub-section (4) of section 22, or 
Bub-section (2) of section 23. or that he had not a reasonable 
opportunit)- to comply, or was prevented by sufficient cause from 
complying, with the tt'rm8 of the last-mentioned noti('es, tIle 
In{'ome-tax Offi('t'r IIhall can('el the assessmt'nt and procel'd to 
make a fre8b 8!I!lt'lIlIment in accordan('e with tht' provisions of 
lIt'Ction 23. 

PenaltJ for concealment of Income or improper distribution of profits. 

28. (1) If the Income-tax Offi('t'r. the Assistant Commissioner 
or the C'ommiAAiont'r, in the course of any proceedings under this 
Act, ill satisfit'd that an assessee bas concealed the particulars of 
his income or has dt'libt'ratt'ly furnished inaccurate particulara 
of lIuch income, and h811 tht'rt'bv rt'hU'llt'd it below it. real amount. 

F.29 . 
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he may direct that the assessee shall, in addition to the income· 
-tax payable by him, pay by way of penalty a sum not exceeding 
the amount of the income-tax which would have been avoided if 
the income so returned by the assessee had been accepted as the 
correct income. 

(2) If the -Income-tax Officer, the Assistant Commissioner or 
the Commissioner, in the course of any proceedings under this 
Act, is satisfied that the profits of a registered firm have been 
distributed ot.herwise than in accordance with the shares of the 
partners as shown in the instrument of partnership registered 
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 pay
able by him, pay by way of penalty a sum not exceeding the 
amount of income-tax which has been avoided, or would have 
been avoided if the income returned by such part.ner had been 
accepted as his correct income; and no refund or other adjustment 
shall be- claimable by any other partner by reason of such direc-' 
tion. '-
- (3) No order shall be made under sub-section (1) or sub-section 

(2) unless the assessee or partner, as the case may be, ha~ been 
heard, or has been given a reasonable opportunity of being heard. 

(4) No prosec-qtion for an offence against this Act shall be 
instituted in respect of the Rame facts on which a penalty has 
been imposed under this section. 

(5) An Assistant Commissioner or a Commissioner, who has 
made an order under sub-section (1) or sub-sect.ion (2), shall forth
with send a. copy of the same to the Income-tax Officer. 

Notice of demand. 

29. When the Income-tax Officer has determined a sum to 
be payable by an assessee under section 23, or when an order has 
been passed under sub-section (2) of section 25 or section 28 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. 

Appeal against assessment under this Act. 

30. (1) Any assessee objecting to the amount or rate at 
which he is assesRed under section 23 or section 21, or denying his 
liability to be assessed under this Act, or objecting to a refusal 
of an Income-tax Officer to register a firm under section 26A or 
to make a fresh assessment under section 21, or to any order 
against him under sub-section (2) of sed ion 25, or section 25A 
or section 28, made by an Income-tax Officer, may appeal to the 
Assistant Commissioner against the aSflessment or against such 
refusal or order: 

Provided that no appeal flhall lie in respect of an allsessment 
made under sub-section (4) of flection 23. or under that sub-flection 
read with section 21. 
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(2) The appeal "hall ordinarily be presented within thirty 
days 01 receipt of the notice of demand relating to the assessment 
or penalty objected to or of the intimation of the refusal to pass 
an order under sub-section (1) of section 2:JA, or to register a 
firm under section 26A or of the date of the refusal to make a 
fresh asse88ment under section 27, as the case may be; but the 
Assistant'Commil!sioner may admit an appeal after the expiration 
flf the period if he is satildied that the appellant had sufficient 
cause for not presenting it within that period. 

(3) The appeal (oIha11 b~ in t.he prescribed form aud shall be 
verified in the prellcriht'tl manner. 

Hearing of appeal. 

S1. (1) The Alillistant Commi88ioner shall fix a day and 
place for the hearing of the appeal, and may from time to time 
adjourn the hearing. 

(2) The Assistant Commissioner may, before dispolling of any 
appeal, make lIuch further inquiry 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 assessment,-

(a) confirm, reduce, enhance 01' annul the assessment, or 
(b) set aside the asssesment and direct the Income-tax 

Officer to make a fresh assessment after making 
such further inquiry as the Income-tax Officer thinks 
fit or the Assistant Commissioner may direct,. and 
the Income-tax Officer shall thereupon proceed to 
make such fresh assessment, 

or, in the case of an order refusing to register a firm under section 
26A or to make a fresh assessment under section 21, 

(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 2-5 or 
section 28, 

(d) confirm, cancel or vary such order: 
Provided that the Assistant Commissioner shall not enhance 

an 888essment unless the appellant has had a reasonable opportunity 
of showing cause against such enhancement. 

Appeals against ordel'8 of Assistant Commissioner. 

S2. (1) Anv lI!I<!e"lIee objecting to an order passt'd by an 
Assistant CommIssioner under section 28 or to an order enhancing 
his asse88ment under sub-section (3} of section 31, may appeal to 
the Commi88ioner within thirty days of the date on which he was 
served with notice of such order. 

(2) The appeal IIha11 be in the prt'lICribetl fonn, and shall be 
verified in the prescribed manner. 
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(3) In disposing of the appeal the Conllnissioner may, after 
giving the appellant an opportunity of being heard, pass such 
orders thereon as he thinks fit. 

Power of revision. 

33. (1) The Commissioner may of his own motion call for 
the record of any proceeding under this Act which has been taken 
by any authorit.y subordinate to him or lly himself when exercis
ing the powers of an Assistant Commissioner under sub-section 
(4) of sectioIl. 5. 

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

Provided that. he shall not pass any order prejudici;,tl to au 
assessee without hearing him or giving him a reaEonable oppor
tunity of being heard. 

Reference to Board of Referees. 

a3A. (1) Any person aggrieved by an order of an In\<Dme
tax Officer under sub-section (1) or sub-section (2) of section 23A 
may, within thirty days of the date on which he was served with 
~otice of such order, lodge an appeal in the office of the Commis
SIOner. 

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

(3) The' Commissioner shall refer such appeal, with a state
ment of his own opinion thereon, to a Board of Referees for deci
sion; and the Board of Referees shall decide the appeal aft"l' 
hearing ·the appellant and any person deputed by the Commis-
sioner: • 

Provided that, before making a reference to a Board of 
Referees, the Commissioner may, and at the request of the appel
lant shall, in exercise of his powers of revision under section 3a, 
decide the matters in disput.e and thereupon the assessee may 
withdraw his appeal or proceed with it. 

(4) The decision of the Board of Referees shall be forwarded 
to the Commissioner who shall transmit it to the Income-tax Office>r 
who. passed the original order, and shall also send copies to each 
Income-tax Officer who has made any assessment consequent upon 
such order; and where a decision reverses or modifies the order of 
the Income-tax Officer; fresh asseSflments shall be ma(le in accord
ance. therewith, or such consequential adj~ustments as may lle 
requned shall be made in any asses~ment already made. 

(5) The decision of a Board of Refl'rees IIha11 not he subject 
to appeal to any Income-tax 'authority, and shall not be revised 
by the Commissioner in exercise of his powers under section 33. 

(6) A Board of Referees shall consist of, not less than three 
and not more than five persons, of whom not less than one-half 
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tlhall be non-officialtl 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 le88 than ten years, 

(i) Subject to the provitlions of sub-section (6), the Central 
Boarel of Revenue may luake rules regulating the formation. 
compotlition and procedure of Uoardl'l of Referee!!, 
Income escaping e.ssessment, 

31. If for any reallon income, profits or gain!! chargeable 
til iUl"lIme-tax hall eReapetl al'l!!el'lsment in a~y year, or hall been 
allllt'_11 at too low a rate, the Income-tax Officer may, at 
any time within one year of the end of that year, serve on the 
).erlSlm liable to pay ou I'luch income, profitl'l or gains, or, in the 
l'a14e IIf a l'omII3U~', ou the principal officer thereof,' a notice con
taiuiug all or auy of the requirements which may be included in 
a nlltiee uueler sub-section (2) of section 22, an(l may proceed to 
aS~.f'1'I1i or re-alll'lel'lS IIUl'l1 income, profits or gaiutl, and the provisions 
of thil'l Ad IIhall, tlO far as may be, apply accordingly as if the 
notiee were a notil'e il'1suell unller that sub-section: 

Provielt'll that the tax flhall be charged at the rate at which 
it would have 1.et'n dlargeil hall tIle income, profits or gains not 
t'lIl'ape<1 a,,~ePlPllllent or full al'lsessment, as the case may be. 
RectifIcatIon of mistake. 

35. (1) The COlllmillllioner or Atltlitltant Commil!ll!lioner may, 
at any time within one_ year from the date of any order passed 
by him in appeal or, in the calle of the COIDmis;ioner, in revision 
under section 33 and the Income-tax Officer may, at any time 
within one year from the date of auy demand made upon an 
alltletl8ee, on hill own motion rectify any mistake apparent from the 
reeord of the appeal, revision or alillel'lllment, al'l the ease JIlav be 
and sholl within the like period reetify auy such milltake which 
has hef'n Immght to hil'l Jlotiee hy the asse;see: 

I'J'ovidell that. uo Kuell rectificatioll IIhalI be made, having 
the eIYeet of t'uhullt·ing an assessmeut unless the Commissioner, 
the AlII!illtant l'ommiR"ioller or the lueome-tax Officer, as the case 
lila,\' hE', has Jfiveu ulltil'e to the a'iSeSRee of his intention so to 
110 and hall alluwt'1l him a reaPionable opportunity of being heard. 

(2) \Vhere an~' slu·h I'ectifil'ation has the effect of reducing 
the aRllellPimeut, the IlIt'ome-tax Officer shall make any refund 
whit·1t ma~' bf' 11ue to PlUell aSRE'SSee, 

(,n \VJIt!rt' Uuy SUdl redificatillu hall the effect of enhaucing. 
the aMKe!lllment, the IUl'tlIue-tax Offieer shall serve on the assessee 
a notil'e of demand i!l flle prescribed lonu flpecifying the sum 
).a~·al.le, anll "\I(·h notlce 01 tlemand IIllall be tleemt'<1 to he issued 
1II111er ,lIedilln 29, anll the proviflions of this Act 8hall apply 
u('corcllllgly, 
Tax to be calculated to nearest anna. 

36. In the determination of the amount of tax or of a 
rt'funll payable under thi" Ad. fractions of an auna less than six 
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pies shall be disregarded, and fractions of an anna equal to or 
exceeding six pies shall be regarded as one anna. 

Power to take ellidence on oath, etc. 

37. The Income-tax Officer, Assistant Commissioner and 
Commissioner 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 the 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) issqing commissions for the examination of witnessell, 

and any proceeding before an - Income-tax OHicer, Assistant 
Commissioner or Commissioner under this Chapter shall be deem
ed to be a " iudicial proceeding" within the meaning of s{'ctions 
193 and 228 and for the purposes of section 196 of the Indian 
Penal Code. 

Power to call for information. 

38. The Income-tax Officer or Assistant Commissioner may, 
for the purposes of this Act,-_ 

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

(2)- l'equire any person whom he has reason to believe to 
be a trustee, guardian, or agent, to furnish him 
with a return of the names of the persons for or 
of whom he is trustee, guardian, or agent, and of 
their addresses; 

(3) require any person whom he has reaSOn to believe to 
. be engaged in busi.ness, to furnish him with a 
return containing particulars of the location and 
style of his principal place of business, and. of his 
branch businesses, if any, the names and addresses of 
his partMrs in any business, and the extent of his 
own share and the shares of all such partnerfl In 

the profits of such business or businesses. 

Power to inspect the register of members of any company. 

39. The Income-tax Officer or Assistant Commissioner, or 
any person authorised in writing in this bt'ha1£ by the Income-tax 
Officer or Assistant Commissioner, may inspect and, if neceRsary, 
take copies, or cause copies to be taken, of any register of the 
members, debenture-holders or mortga.g'ees of any company or of 
any entry in such register. 
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CHAPTER V. 

LIABILITY IN SPECIAL CASJ!"'. 

Guardians, trustees and agents. 

10. In the case of any guardian, trustee or agent of any 
person being a minor, lunatic or idiot or residing out of Bl'itish 
India (all of which persons are hereinafter in this section includ
ed in the term beneficiary) being in receipt on behalf of such bene
ficiary of any income, profits or gains chargeable under this .Act, 
the tax shall be levied upon and recoverable from such guardian, 
trustee or agent, as the case may be, in like manner and to the 
Kame amount as it would be leViable upon and recoverable from 
any such bt'nt'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 provisions of this Act shall apply accordingly. 

Courta of Warda, eto. 

11. In the case of income, profits or gains chargeable under 
this Act which are rt'ceived by the Courts of Wards, the Adminis
tratorll-General, the Official Trustees or by any receiver or manager 
(including any person whatever his designation whQ in fact 
manag~" propt'rty on behalf of another) appointed by or under 
any order of a Court, the tax shall be levied upon and recoverable 
from such Court of Wards, Administrator-General, Official Trustee, 
rect'ivt'r or manaA'f'r in the like manner and t:> the same amount 
as it would be It'viable upon and rt'coverable from any lerson on 
whofit'! bl'half surh income, profits or gains are receive , and all 
the provisions of this Act shall apply accordingly. 

Non-residents. 

12. (1) In thl' case of any person residing out of British 
India. all profitM or ~ainil accruing or arising, to such person, 

- whetht'r dirf'ctly or indirectly, through or from any business 
connt'rtion or property in British India. shall he deemed to be 
income ar('ruing or arising within British India, and shall be 
rhargt'ahle to income-tax in the name of the agent of anv such 
pt'rf;(ln, ond surh agent shall be deemt'd to be, for all the purposes 
of this Art, the allflt'flRee in respert of such income-tax: 

Provided that any arrears of tax may be recovered also in 
IIr('ordanre with the provisions of this Act from any assets of 
the non-rf'sident pl'rROn which are, or may at any time come within 
British India. 

(2) Where a person not resident in British India, and not 
lleiol!' a British subject or a firm or companv constituted within 
His Majf'sty's dominions or a braneh thl'reot, carries on business 
with a person resident in British India. and it appears to the 
Income-tax Officer or the Assistant Commiflsioner, as the cas~ mav 
be, that owing to the close connection between the resident and 
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the non-resident person and to the substantial control exercised 
by the non-resident over the resident, the course of business 
between those persons is so arranged, that t.he husiness done by 
the resident in pursuance of his connection with the non-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 therefrom, or which may reasonably be deemed to 
have b,een derived t.herefrom, shall be chargeable to income-tax in 
the name of the resident person who shall be deemed to be, for 
all the purposes of this Act, the assessee in respect of such 
inc01;ne-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 merchan
dise exported to British India by him or any agency or branch 
on his behalf from any place ,outside Britillh India, the profits 
or gains shall be deemed to have accrued and arisen and to have 
been received in British India, and no allowance shall be made 
under sub-section - (2) of section 10 in resp2ct of any buying or 
other commission whatsoever not actually paid, or of any other 
amounts not actually spent, for the purpose of earning such profits 
or gains. 

Agent to include persons treated as such. 

113. Any person employed by or on behalf of a person resid
ing out of British India, or having any business connection with 
such person, or through whom such person is in ~he receipt 
of any income, 'Profits or gains upon whom the Income-tax 
Officer has caused a notice to be served of his intention of treating 
him as t.he agent of the non-resident person shall, for all the 
purposes of this Act, ge deemed to be such, agent: 

Provided that no person shall be deemed to be the agent of 
a non-resinent person, unless he has han an onJ)ortunity of being 
hearn by the Income-tax Officer all to hii'l liability. 

Liability in case of a discontinued firm or partnership. , 
n. Where any business, profession or vocation carried on 

by a firm has been discontinued, every person who was at the time 
of such discontinuance a member of such firm shall be jointly 

• and severally liable for the amount of the tax payablt' in reRpect 
of the income, profits and gains of the firm. 
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CHAPTER YA 

SrECUJ. PBonswss REU.TJSG TO CERT.UX CLASSES Q],' SHIPPING. 

Liability to tax of occasional shipping. 

"A. The provisions of this Chapter shall, notw~thstanding 
anything contained in the other provisions of this AI'!, apply for 
th; purpose of the levy and recovery of tax ill t.he case of any 
perll(ln who re .. itles out of lhitish India amI carries on business in 
llritirlh India in an~' year as the owner or chartPrer of a ship (such 
person hereinafter in this Chapter. being referred to as the 
principal), lIDless tlll' Income-tax Officer is satisfied that there is 
an agent of linch principal from whom the tax will be recoverable 
in the following year under the other provisions of this Act. 

Retum of profits and gains. 

44B. (1) Before the departure from any port in British India 
of any ship in respect of which the provisions of this Chapter 
apply, the master (If the ship shall prepare and furnish -to the 
Jm·ome-tax «Ifficer a return of the full amount paid or payable to 
the principal, or to any person on his behalf, on account of the 
('arriage of all pallsengers, live-stock or goods shipped at that port 
since the lallt arrival of the ship thereat. 

(2) On re('eipt of the return! the Income-tax Officer shall 
assells the amount referred to in sub-section (1), and for this 
purpose may call for such accounts or documents as he may 
require, anti one-twentieth of the amount so assessed shall be 
deemed to be the alUount of t.he profits and gains acrruing to the 
principal on account of the carriage of the passengers, live-stock 
anll gOOfls shipped at the port. 

(.1) 'Vhen the profits anel gains have been assessed as afore
said, the Income-tax Officer shall (letermine the sum payahle a~ 
tax therl"on at the rate for the time lleing applicable to the total 
income o~ a company, and such sum shall be payable by the master 
of the shIp, and a port-cll"arance llliall not he grantl"d to the Rhip 
until the CURtmllll-collecior, (lr other officer duly authorised to 
grant the snnH', i~ "ati~fierl illnt tbe tax hail heeil dulr paid. 

Adjustment. 

nc. Xothing in this Chapter shall hI" dl"eml"d to prevent 
a principal from f~laillling, in any year following that in which 
any payml"nt has heen ma(le on his hehalf \lIlIler this Chapter, 
that an a!lllf'RSment be marll" of hill total in('ome in the previous 
~'ear, and that the tax pa~'able on the basis thereof he determined 
in acc!,rdancl" with the othl"r provisions of this Act, and, if he 
110 claIms, any RtU'h payment all aforesairl shall he treated as a 
payrnl"nt in advance of the tax and the difference between the Bum 
110 paid, and the amount or tax found payablebv him shall be 
paid by him or rf'fundl"d to him, \IS the cafoll" may 'bl', 

r, ZlO 
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OHAPTER VI 

RECOVERY m' TAX A:rID PENALTIES 

Tax when payable. 

~5. Any amount specified as payable in a notice of demand 
under subcsection (4) of section 23A 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 
no~ice or· order, or if. a time is not so mentioned, then on or before 
the first day of the second month following the date of the service 
of the notice or order, and any assessee failing so to pay shall be 
deemed to be in default, provided that, when an assessee has 
presented an appeal under section 30 or under section 33A, the 
Income-tax Officer may in his discretion treat the assessee as not 
being in default as long as such appeal is undisposed of. 

Mode and time of recoyery. 

~6. (1) When an assessee is in default in making a payment 
of income-tax, the Income-tax Officer may in his discretion direct 
that, in addition to the amount of the arrears, a sum not exceed
ing that amount shall be recovered from the assessee by way of 
penalty. 

(1A) For the purposes of sub-section (1), the Income-tax 
Officer may direct the recovery of any sum less than the amount 
of the arrears and may enhance the sum so directed to be recovered 
from time to time in the case of a continuing default, so however 
that the total sum so directed to be recovered shall not exceed the 
amount of the arrears payable. . 

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

Provided that without prejiudice to any other powers of the 
Oollector in this behalf, he shall for the purpose of recovering the 
said amount have in respect of the attachment and sale of debts 
nue to the assessee the powers which under the Oode of Civil 
Procedure, 19GB, a Civil Oourt has in respect 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 has 

directed that any arrears may be recovered by any process en
forceable for the recovery of an arrear of any muniCIpal tax or 
local ~ate imposed under any enactment for'the t.ime being in 
force In any part of the province, t.he Income-tax Officer may 
proceed to recover the amount due by such process, 

(4) The Commissioner m~y. direct by what authority any 
powers Of duties incidep-t up-der any- such enactment as aforesaid 
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to the enforcement of any process for the recovery of a municipal 
tax or local rate shall be exercised or performed when that process 
is employed under sub-section (3). 

(5) If any assessee is in receipt of any income chargeable 
under the head" Salaries" the Income-tax Officer, may require 
any persoll paying the same to deduct from any payment subs~
(Iuent to the date of such requisition any arrears due from such 
assessee, and such person shall 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 recovery of income-tax in any area has been 
entrusted to a Provincial Government under section 124 (1) of 
the Government of India Act, 1935, the Provincial Government 
may direct with respect to that area or any part thereof, that 
income-tax shall be recovered therein with, and as an addition 
to, any municipal tax or local rate, by the same person and in 
the same manner as the municipal tax or local rate is recovered. 

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

Recovery of penalties. 

17. Any sum imposed by way of penalty under the provi
siolls of sub-section (2) of section 2:'), section 28 or sub-section (1) 
of section 46, shall be recoverable in the manner provided in this 
Chapter for the recovery of arrear of tax. 

CHAPTER VII 

REFUNDS 

Refunds. 
18. (1) If a shartlhuider in a company who ,has received any 

dividend therefrum satisfies the Income-tax Officer or other 
authority appointed by the Ventral Government in this behalf 
that the rate of income-tax applicable to the profits or gains of 
the company at the time of the declaration of such dividend is 
~reater than the rate applicable to his total income of the year 
lD which such dividend was declared, or that his total income in 
such year is below the minimum chargeahle with income-tax, he 
shall, on production of the certificate received by him under the 
provillionll of section 20, be entitled to a refund on the amount 
of such dividend (including the amount of the tax thereon) 
l'all'ulatt'd at the difference bf'tween those rates or at the rate 
npplicahle to the profits and gain~ of the company at the time of 
the det'laration of such dividend; as the calle mar be. . 
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(2) If a member of a registt'red· firm or any person :who being 
a minor has been admitted to the benefits of partnershIp in such 
firm, satisfies the Income-tax Officer or other authority appointed 
by the Central Government in this behalf that the rate of income
tax applicable to his total income of the previous year was less 
than the rate at which income-tax has been levied on the profits 
or gains of the firm of that year. or that his total income of the 
previous year was below the minimum charg-eable with income
tax, he shall be entitled to a refund on his share of those I)l'ofits 
or gains calculated at the clifterence between those rates or at the 
rate at which incom.e-tax has been levied, as the cas~ lllay be. 

. (3) If the owner of a security from the interest on which, or 
any person from whose salary, income-tax has been deducted in 
accordance with the provisions of section 18, satisfies the Income
tax Officer or other authority appointed by the Central Govern
ment in this behalf that the rate of income-tax applicable to his 
total income of the previous year was less than the rate at which 
income-tax has been charged in making such deduction in that 
year, or that his total income of the previous year was below the 
minimum chargeable with income-tax, he shall be entitled to a 
refund on the amount of interest or salary from which such de
duction has been made calculated at the difference between those 
rates or at the rate at which income-tax has been deducted, as 
the case may be . 

. (.3A) Where the shareholder referred to ill sub-section (1), 
or the member of a registered firm or the minor admitted to the 
benefits of partnership referred to in sub-section (2) or the owner 
of a security referred to in sub-section (3) is a person whose 
income is included under the provisions of sub-section (3) 
of section 16 in the total income of another person, the provisions 
of sub-sections (1), (2) and (3) shall apply as if that person were 
himself the person entitled to a refund under those sub-sections. 

(4) For the purposes of this section, "total income" in
cludes, in the case of any person not resident in British India, all 
income, profits and gains wherever arising, accruing or received, 
which; if arising, accruing or received in British India, would be 
included in the computation .·of total income under section 16. 

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

General power to make refunds. 

. 48A. (1) If any case not proyide!l for bv section 48 or oy 
the provisions relating to refunds elsewhere contained in this Act 
the Inl'ome-tax Offirer is satisfietl, upon I'laim made ill this be
hal!. that tax has been llaid 11Y or Oil hehalf of a]1Y person 'With 
wluch he was .not properly ehargeahle or which was ill excess of 
the alll?Unt WIth which he was properly ehargeable, the Income
tax Officer shall allow a refund to such person of the amount so 
paill or so paid in excess. 
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(2) The Assistant Commissioner in the exercise of his appel
late powers, or the Commissiont'r in the exercise of his appellate 
powers or powers of re",ision if t<atisfied to the like effect shall in 
like manner cause a refund to be made by the Income-tax Officer _ 
of any amount found to have been wrongly paid or paid in excess. 

(3) Xotbing in this section IIl1all operate to validate any 
uhjedion or appeal which is otherwist' invalid or to authorise the 
rl',-i .. ion of anv assessment or other matter which has become final 
and conl'lu!'i",;, or the review by any officer of a decision of his 
own whieh is subject 'to appeal or rt'visinn, or where any relief is 
"pt'l'ifically provided elsewhere in this Act, to t'ntitle any person 
to any relit'f other or greater tllan that relief. 

Relief in respect of United Kingdom Inoome-tax. 

49. (1) If any person who has paid Indian income-tax fol' 
any yt'ar on any part of his income provt's to the satisfaction of 
the locome-tax Officer that he has paid United Kingdom income
tax for that year in respect of the Same part of his income and 
that the rate at ,,-hich he was t'nt-itled to, and has obtained, relief 
undt'r ~he provisions of section 27 of the Finance Act, 1920, is 
It'8s than the Indian rate of tax charged in respect of that part of 
his income,- he shall be entitled· to a reflind of a sum calculated 
on that 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-tax, ,,·hichever is lesR, and the rate at which he was 
entitled to, and obtained relief under that section. 

(2) In sub-section (1)-

(a) the expression "Indian income-tax" means lllcome
tax and super-tax charged in accordance with the 
provisions of this Act; 

(b) thc exprt'ssion " Indian rate of tax" means the amount 
IIf the Indian income-tax divided by the iueome on 
which it was charged; 

(c) the expretlsion "United Kingdom income-tax" means 
income-tax and super-tax chargeable in accordance 
with the provisions of the Income-tax Acts. 

(d) the expression "appropriate rate of Uuited Kingdolll 
income-tax" has the meaning assigned to that 
expl'ellsion in sectiou 2; of the l"illance Act, 1920, 
as amended by the :Finance Act, 1927. 

Power to set oft amount of refunds against tax remaining payable. 

49A. 'Where under any of the proviRioDI! of thil! Art. a .re
flllill j" f"uu.l til Ill' dut' to any pl'rson, the IIIf'llllle-tax tHIi('l'r, 
.\Ssist~lIt ~'Ullllllis"iuuer or Commissioner, as the case may be, 
may, 111 heu of payment of the refund, set off the amount to 
he rl'.fu.nded, or aD~' part of that alllount against the tax, if any, 
rema1l1lDg payable by the person to whom the refund is due. 
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Power of representatiY~ of deceased person or person disabled to 
make claim on his behalf. 

49B. Where through death, incapacity,. bankruptcy, liqui
dation or other cause, a person who would but for such cause 
have been entitled to a refund under any of the provisions of 
this Act, or tQ make a claim under section 48 or 48A or 49, is 
unable-to receive such refund or to make such claim, his executor, 
administrator or other legal representative, or the trustee 01: 
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 . 

. Limitation of claims for refund. 

50. No claim to any refund of income-tax und~r this Chapter 
shall be allowed, unless it is made within one year from the last 
day of the year in which the tax was recovered or before the last 
day of the financial year commencing after the expiry of the 
previous year, as defined in clause (11) of section 2, in which the 
income arose on which the tax was recovered, whichever period 
may expire later: 

Provided that a claim to refund under section 49 may be 
admitted after the period of limitation herein prescribed, when 
the applicant satisfies the Commissioner, or an Assistant Com
missioner 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. 

Appeal against refusal of refund. 

50A. (1) Any person objecting to' a refusal of un luCOlllt'
tax Officer to allow a claim to a refund under section 48 or 48A 
or 49 or to the amount of the refund made in any sueh cast', may 
appeal to the Assistant Commissioner. . . 

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

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

(4) The Assistant Commissioner may, after giving the 
appellant an opportunity of being heard, pass such orders as he 
thinks fit. . 



APPENDIX A 239 

Failure to make payments or deliver returns or statements or a]ow 
Inspection. 

51. If a person fails without reasonable cause or excuse-
(u) to dpduct and pay any tax as requirell by section 18 

or under sub-section (5) of section 46; 
(b) to furnish a certificate required by sub-section (9) of 

section 18 or by section 20 to be furnished; 
(c) to furnish in due time any ~f the returns mentioned 

in section 19A, section 20A, section 21, section 22, 
or section 38; 

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

(e) to grant inspection or allow copies to be taken III 

accordance with the provisions of section 39; 

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

False statement In declaration. 

52. If a person makes a "tatement in a verification men
tioned in sed ion 19A or section 20A or section 22 or sub-section (2) 
of sec-tion 26.\ or sub-section (3) of section 30 01' sub-section (2) 
of section :12 or sub-section (2) of section 33A or sub-s2ction (3) of 
se('t-ion 50A, which is false, and which he either knows or believes 
to be faille, or cloes not believe to be true, he shall be deemed to have 
committed t he offence described in section 177 of the Indian Penal 
Code. 

Prosecution to be at Instance of Assistant Commissioner. 

53. (1).\ person shall not be proceeded against for an 
olJenl'e under section 51 or section 52 excl'pt at the instance of the 
A~~illtant Commissioner. 

(2) The Assistant Commissioner may stay any such proceeding 
or cODipoUlul any such offence. 

Disclosure of Information by a public servant. 

51. (1) All particulars contained in any statl'lllent made, 
rt'turn furni"hpll or accounts or documents produced nodel' the 
provi~i~1l11 of this. Act, or in any evidence given, 01' affirlavit or 
depOSItIon made, m, the course of any proceedings under this Al't 
othf'r than rrll(,f't'dlllg~ lIndf'r this Chapter, or in any rf'cord of 
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any assessment proceeding, or any proceeding relating to the 
recovery of a demand, prepared for the purposes of this Act, shall 
be treated as confidential, and notwithstanding anything contain
ed 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 evidence before it in 
respect thereof. 

(2) If a public servant discloses any particulars containetl ill 
any such statement, return, accounts, documents, evidence, affi
davit, deposition or record, he shall be punishable with imprison
ment "which may extend to six months, and shall also be iiable 
to fine: 

Pro,=ided that nothing in the section shall apply to the. dis
closure-

(a) 

(b) 

(c) 

(cc) 

of any such particulars for the purposes of a prosecu- " 
tion under the Indian Penal Code in respect of any 
such statement, return, accounts, documents," evi
dence, affidavit or depm;ition, or for the purposes of 
a prosecution uncler this Act, or 

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

of any such particulars occasioned by the lawful employ
ment under this Act of !J.ny process for the service 
of any notice or the recovery of any demand, or 

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 insufficient
ly stamped document, or 

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

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

Provided further that no prosecution shall be instituted uncler 
this section except with the previous sanction of the Commissioner. 
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CHAPTER IX 

SUPER-TAX 

Charge of luper-tax. 

55. In addition to the income-tax charged for any year, 
there shall be charged, levied and paid for that year in respect 
of the total income of the previous year of any individual, Hi.ndu 
undivided family, company, unregistered firm or other associa
ti.on of individuals, not being a registered 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 profits and gains of an unregistered 
firm have been assessed to super-tax, super-tax shall not be" payable 
by an individual having a share in the firm in respect of the 
amount of such profits and gains which is proportionate to his 
~~. " 

Total Income for purposes of super-tax. 

56. Subject to the provisions of this Chapter, the total income 
of any individual, Hindu undivided family, company, unregis': 
tered firm or other association of individuals shall, for the pur
poses of super-tax, be the total income as assessed for the pur
poses of income-tax, and where an assessment of total income" has 
become final and conclusive lor the purposes of income-tax for 
any year, the assessment shall also be final-and conclusive for the 
purposes of super-tax- for the same year: " 

Non-resIdent partners and shareholders. 

57. (1) In the case of any person residing out of British 
India who is a member of a regIstered firm, and whose share of 
the profits from such firm is liable to super-tax, the remaining 
members of such firm who are resident in British India shall be 
jointly and severally liable to pay the super-tax due from.the non
n>lIident member in respect of such share. 

(2) 'Vhere any person pays any tax under the provisions of 
this section on account of another person who "is residing out of 
British India, credit shall be given therefor in determining the 
amount of the tax to be payable by any agent of such non
resident person under th'e provisions of f!ect.ions 42 and 43. 

ApplIcation of Act to super-tax. 

5S. (1) All the provisions of this Act, relating to the charge, 
assessment, collection and recovery of income-tax except those 
contained in section 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, 58F and sub-sections (2) 
and (3) of section 58G shall apply, so far as may be, to the 
rharge, "aSSeflflment, collection and recovery of super-tax. 

F.31 
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(2) Save as pJ.·ovided in sub-section (3.4), (3H) , (3C) and 
(3D) of section 18, section 57 and section 58H super-tax shall be 
payable by the assessee direct. 

CIlAPTER IXA 

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF PROVIDENT 

FUNDS 

Definitions. 

5SA. 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 the Commissioner, in accordance with the provi
sions of this Chapter; 

(b) an "employer" means-
(i) a Hindu undhided family, company, firm or other 

association of individu..als or persons, or 
(ii) an individual engaged in a business, profession or 

vocation whereof the profits and gains are asses
sable 10 income-tax under section 10 or section 11. 

maintaining a. provident fund for the benefit of his 
or its employees; 

(0) an " employee" means an employee participating in a 
provident fund, but dot's not include a pl'l'sonal or 
domestic servant; 

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

(e) the" balance to the credit" of an employee means the 
total amount to the credit of his individual account 
in a provident fund at any time; 

<I) the " annual accretion " to thJl balance to the credit 
of an employee means the increase to such balance 
in any year, arising from contributions and interest; 

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

(11.) the "regulations of a fund" means the special body 
of regulations governing the constitution and ad
ministration. of a particular proyident fund. 
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The aoool'Cling and withdrawal of recognition. 

58B. (1) The Commissioner of Income-tax may accord 
recognition to any provident fund which, in his opinion, satisfies 
the conditions prescribed in section 58C and the rules made there
under, and may, at any time, withdraw such recognition if, in his 
opinion, the provident fund contravenes aD¥ of those conditions. 

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

(3) An order according recognition shall take effect on such 
date as the Commissioner may fix in accordance with any rules 
the Centrat Board of Revenue may make in this behalf, such 
date not bemg later ihan 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 recognise a provident fund may appeal, within sixty 
days of such order, to the Central Board of Revenue. 

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

ConditioDl to be satisfied b1 a recogtLsed plOYident (und. 

58C. (1) In order that a provident fund may receive and 
rt:tain recognition, it shall satisfy the conditions set out below 
und any other conditions which the Central Government may, by 
rule, prescribe- .. -... 

(a) All employees I!hall be employed.in India, or .shall be 
employed by an employer whose principal place of 
business is in .ilritish India. 

(6) The contributions of an .employee in ally year ,hall 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 pay
ment of such salary in that year, and credited to the 
employee's individual account in the fund. 

(c) Subject to the provi,;ions of section 58D, the contrilJu
tions of ·an employer to the individual account of an 
employee in any year shall not exceed the amount 
of the contributions of the employee in that year, 
and shall be credited to the employee's individual 
account at intervals not exceeding one year. 

(d) The fund shall consist of contributions as above 
specified, of accumulatioDs thereof, and of interest 
(simple and compound), credited in respect of such 
contributions and accumulatioDs, and of securities 
purchased therewith, and of no other sums. 
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(e) The fund shall be _vested in two or more trustees or in 
the Official Trustee under a trust which shall 
not be revocable save with the consent of all the 
beneficiaries. 

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

In such cases the recoveries made by the employer shall -
be limited to the contributions made by him to the 
individual account of the employee, and to interest 
(simple and compound) credited in respect of such 
contributions and accumulations thereof, in accord
ance with the regulations of the fund. 

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

(h) Save as provided in clause (g), or in accordance with 
such conditions and restrictions as -the Ventral 
Government may, by rules, prescribe, no portion of 
the balance to the credit of an employee shall be 

-payable to him. - - -- - -

- (2)' Where tneie -is a" "repugnance between any regulation of 
a recognised "provident fund aria any provision" of thisVhapter 
or of the rules inade -thereunder,the regulation shall,to the 
extent of the repugnance, be of no effect. - " 

-T'ile Co~missloner may, -at any time, reqllire that such repug
nance shall be relilo'v:ed from- t~~ 'regulations of- the_ fund. . 

Power- to relax _ -restrictions of emp:oyer's _ contrIbutions _ in certain 
cases. 
5SD. Subject to any rules which the Central Government 

may make in this behalf, the Commissioner may, in respect of any 
particular fund; relax the provisions of condition (0) of sub-section 
(1) of section 580-

(a) 

(b) 

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

so as to permit the crediting by employers t.o .the 
individual accounts of employees of perlodlCal 
bonuses or other contributions of a contingent nature, 
where the calculation and payment of such bonu~es 
or other contributions is provided for on defilllte 
principles by the regulatipnsof the fund. 
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Annual.accretion deemed to be income receiyed. 

58E. The annual accretion in any ·year io the balance at the 
credit of an employee participating in a recognised provident fund 
shall be deemed to have been received by him. in that year ~nd 
shall be included in his total income for that year, and, subJect 
to the exemptions specified in section 58F, shall be liaDle to 
income-tax and super-tax: . 

Pro,ided that, for the purpose of sub-section (3) of section 
15, out of such annual accretion only the employee's own contri
butions shall be included in his total income. 

Exemption of annual accretion from income-tax. 

58F. (1) An employee shall not be liable to pay income-t~ 
on contributions to his mdividual account in a recognised proVI
dent fund, in 80 far as the aggregate of such contributions in any 
year does not exceed one-sixth of his salary in that year. 

(2) In the accounts of a ,recognised provident fund, the con
tributions exempted from income-tax under sub-section (1) and 
accumulations thereof shall be shown separately, and interest 
thereon shall be calculated and shown separately. Such interest 
.. hall Le exempt from payment of income-tax, in so far as it is 
allowea at a rate not exceeding such rate as the Central Govern
ment may, by modification in the Official Gazette, fix in this behalf. 

Exemption of accumulated balance from income-tax and super-tax. 

58G. (1) Where the accumuiated, balance due to anemploy.ee 
participating in a recognised provident fund . becomes . payable, 
lIuch accumulate<l balance shall be exempt from payment of 
super-tax except to the extent of an amount equal to the aggre
gate of the amounts of super-tax on annual accretions that· would 
have been payable under section EBE up to the firl:it 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 recognis~d p~ovi
<lent fund has rendered continuous service with his employer for 
a period of not less than five years, and the accumulated balance 
due to him becomes payable, such accumulated balance shall be 
exempt from payment of income-tax and shall be excluded from 
the computation of his total income: 

Provided that the Commissioner of Income-tax may allow 
such l'xemption and exclusion where the employee has render~d 
continuous service with the employer for a period of less than five 
years, if, in his opinion, the service has been terminated by. reason 
of the employee's ill-health, or by the contraction or disconti
nuance of the employer's business, or other cause beyond the 
control of the employee. 

(3) Where exemption from payment of income-tax is not 
allowed under the provisions of sub-section (2) the Income-tax 
Officer shall calculate the t.otal of the various sums of income-tax 



246 INCOME-TAX LAW AND AccouNts 

from the payment of which the contributions and interest 1;redihd 
to the employee's individual account have been exempted under 
the provisions of sub-sections (1) and (2) of section 58}', and such 
total shall be payable by the employee, in additiOll to any other 
income-tax for which he may be liable for the year in which the 
Ilccumulated balance due to him becomes payable. 

Deduction at source of Income-tax payable on accumulated balances 
due. -

58H. The trustees of a recognised provident fund, or other 
]Jerson authorised by the regulations of the fund to make payment 
of accumulated balances due to employees, shall, at the time an 
accumulated balance due to an employee is paid, deduct therefrom 
any income-tax payable under sub-section (3) of section58G and 
any income-tax and super-tax payable on an employee's total 
income as determined under sub-section (3) of section 58J, -and 
sub-sections (4) to (9) of section 18 shall apply as if the sum to be 
deducted were income~tax payable under the head " Salaries." 

Accounts of recognised provident funds. 

581. (1) The accounts of a recognised provident fund shall 
be maintained by the trustees of the fund and shall be in such form 
and for such periods, and shall contain such particulars· as the 
Central Board of. Revenue may prescribe. 

(2) The accounts shall be open to inspection at all reasonable 
times by Income-tax authorities, and the trustees shall furnish 
to the. Income-tax Offi.cer such abstracts thereof as the Central 
Board of Revenue may pr-escribe. 

Treatment of balances in newly recogn:sed proddent funds. 

58J. (1) Where recognition is accorded to a provident fund 
with existing balances, an account shall be made of the fund up 
to the day before the day on which the recognition takes effect, 
showing the balance to the credit of each employee on such day, 
and containing such further particulars al! the Central Board of 
Revenue may prescribe. 

(2) The account shall. also show in respect of th~ ba~allce to 
the credit of each employee the amount thereof whIch IS to b.c 
transferred to that employee's account ill. the recognised prOVI
dent fund and such amount (hereinafter called his transferred 
balance) shall be shown as the balance to his credit in the recog
nised provident fund on the .date on which the recognition 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 a.ccounts of the recognised fund and 
shall be liable to income-tax and super-tax in accordance with 
the provisions of this Act other than this Chapter. 
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(3) Subject to such rules as the Central Board of Revenue 
may make ill this behalf, the lncome-tax Officer shall make a 
calculation of the aggregate of all SUlliS comprised in a transferred 
"a lance which would have beell liable to income-tax if this 
t:hapter had been in force from the date of the institution of the 
fund, without regard to any tax which may have been paid 011 

any such sum, and such aggregate (if any) shall. be deemed to be 
income received by the employee in the year in which the recog
nition of the fund takes effect, and shall be included in the 
employee's total income for that year; and, for the purposes of 
assessment,- the remainder of the transferred balance shall be 
dillregarded, but no other exemption. or relief, by way of refund 
or otherwise, shall be granted in respect of any sum comprised in 
lIuch transferred balance: 

Provided that, in cases of serious accounting difficulty, the 
Commillsioner shall ha\"e power, subject to the said rules, to make 
a lIummary calculation of such aggregate. 

(4) Notwithstanding anything contained in condition (h) of 
~\lb-se(·tion (1) of section 58C, an employee, in order to enable 
him to pay the amount of tax assessed on his total income as 
fletermined under sub-section (.3), shall be entitled to withdraw 
from the balance to his credit in the recognised provident fund 
a IIum not exceeding the difference between such amount and the 
amount to which he would have been a~se~sed if the transferred 
balance had not been included in his total income. 

(5) Nothing in this section shall affect tIierights of the 
persons administering an unrecognised provident fund or deal
lDg with it, or with the balance to the credit of any individual 
employe!', before recognition is accorded, in any manner which 
may be lawful. 

Treatment of fund transferred by employer to trustee. 

58K. (1) 'Vhere an employer who maintains a provident fund 
(wl1ether recognised or not) for the benefit of his employees 
and hall not transferred the fund or any portion of it, transfers 
IIuch fund or portion to trustees in trusi for the employees parti
ripating in the fund, the amount so transferred shall be deemed 
to be of the nature of capital expenditure. 

(2) When an employee participating in such fund is paid 
the accumulated balance due to him therefrom, any portion of 
IIuch balance as represents his share in the amount so transferred 
to the trustee (without addition of interest. and exclusive of the 
rmployeE"s contributions and interest thpreon) shall be deemed to 
hI' an E'xpenditllre hy the employer within the meaning of clause 
liz) of sub-section (2) of section 10, incurred in the year in which 
the accumulated balance due to the employee is paid. 

Proylslons relating to rules. 

58L. (1} All rules made under this Chapter shall be subject 
to the provlslonsof sub-sections (4) and (5) of section 59. 
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(2) In addition· to any power conferred by this Chapter, the 
Central Government may make rules- -

(a) prescribing the statements and other information to 
be submitted with an application for recognition; 

(b) limiting the contributions to a recognised provident 
fund by employees of a company who are share
holders in the company; 

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

(d) determining the extent to and the manner in which 
exemption from payment of income-tax ana super
tax may be granted in respect of contributions and 
interest credited to the individual accounts of 
employees in a provident fund from which recogni
tion has_been withdrawn; and 

(e) generally, to carry out the purposes of this Chapter and 
to secure such further control over the recognition of 
provident funds and the administration of recognised 
providen-t funds as it may deem requisite. 

Application of this Chapter. 

58M. This Chapter shall not apply to any provident fund 
to which the Provident Funds Act, 1925, applies. 

CHAPTER X 

Mrs CELLA~"'EOUS 

Power to make rules. 

59. (1) The Central Board of Revenue may, subject to the 
control of the Central Government, make rules for carrying out 
the purposes of this Act and for the ascertainment and oetermina
tion 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 in which, and the procedure by 
which, the income,. profits. and gains shall be arriv
ed at in the case of-

(i) incomes derived in part from agriculture and in part 
from business; 

(ii) insurance companies; . 
(iii) persons residing out of British India i 
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(b) prescribe the procedure to be followed on applications 
for refunds j 

(c) provide for such· arrangements with His Majesty's 
Government as may be necessary to enable the 
appropriate relief to be granted under section 21 of 
the Finance Act, 1920, or under section 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 section 27 
of the Finance Act, 1920; and 

(e) provide for any matter which by this Act is to be 
prescribed. _ 

(3) In cases coming under clause (a) of sub-section (2), where 
the income, profits and gains liable to tax cannot be defi
nitely ascertained. or can be ascertained only with an amount 
of trouble and expense to the assessee which, in the opinion of 
the Central Board of _ Revenue, is unreasonable, the rules made 
under that sub-section may-

(a) prescribe methods by which an estimate of such 
income, 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 such estimate or proportion shall bp, 
deemed' to be duly made in accordance with the provisions of 
this Act. 

(4) The power to make rules conferred by this section shall, 
except on the first occasion of the exercise thereof, be subject to 
the ('ondition of previous publication. 

(5) Rules made under this section shall be published in the 
Official Gazette, and "hall t.hereupon have effect as if enacted in 
this Act. 

Power to make exemptions, eto. 

80. (1) The Central Government may, by notification in the 
Official Gazette, make an exemption, reduction in rate or other 
modification, in respect of income-tax in favour of any class of 
income, or in regard to the whole or any part of the income of any 
dass of perSODS. --

(2) Wliere, by reason of any portion of an assessee's salary 
being paid in arrears or in advance. or by reasons of hIS having 
received in anyone 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 assessed, the Central Government 
may grant 1I\1('h relief as it may think fit. 

F.32 
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Appearance by authorised representative. 

61. Any assessee, who is entitled or required to attend before 
any Income-tax authority in connection with any proceeding 
under this Act, may attend either in person or by any person 
authorised by him in writing in this behalf. 

Receipts to lle given. 

62. A receipt shall be given for any mORrv paid or recovered 
under this Act. 

Service of notices. 

63. (1) A notice or requisition under this Act may be serv
ed on the person therein named either by post or. as if it were a 
summons issued hy a Court, under the Code of Civil Procedure, 
1908. 

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

Place of assessment. 

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

(2) In all other case!!, an assessee shall be 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 
Commissioner, or, where the question is between places in more 
provinces th\\n one,. by the Commissioners concprned, 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. 

(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 I!ains accruing. or ari~ing or rf'cf'ived within the arf'a 
for which he is appointed. 

Indemnity. 

65. Every person deducting , retaining or paying any tax in 
pursuance of this Act in respect of income belonging to another 
person is hereby indemnified for thf' df'lluction, retf'ntion or pay
ment thereof. 
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Statement of case by Commissioner to High Court. 

66. (1) If, in the course of any assessment under this Act 
or any proceeding in connection therewith other than a proceed
ing under Chapter VIII, a question of law arises, the Commis
sioner may, either on his own motion or on reference from any 
Income-tax authority subordinate to him, draw up a statement of 
the case and refer It with his own opinion thereon to the High 
Court. 

(2) Within sixty days of the date on which he is served with 
notice of an order under section 31 or section 32 or of an order 
under section 33 enhancing an assessment or otherwise prejudicial 
to him or of a decision by a Board of Referees under section 33A 
the assestlee in respect of whom the order or decision was passed 
may, by application accompanied by a fee of one hundred rupees 
or such lesser sum as may be prescribed, require the Commissioner 
to refer to the High Court any ouestion of law arising out of such 
order or decision and the Commissioner shall, within sixty days 
of the receipt of such application, draw up a statement of the 
case and refer it with his own opinion thereon to the High Court: 

Provided that a reference shall lie from an order under 
section 33 only on a question of law arising out of that ordel' 
itself, and not on a question of law arising out of a previous order 
under section 31 _ or section 32, revised by the order under 
section 33: 

Pl'ovided fwother that. if. in eXerCitl6 of his power of revision 
under section ::la, the Commissioner decides the question. or if the 
Commissioner rejects the application on the ground that it is 
Lime-barred or otherwise incompetent. or i~ in exercise of his 
powers under Bub-section (3), the CommissIOner refuses to state 
the case, the assessee may within thirty days from the date on· 
which he receives notice of the order passed by the Commissioner 
withdraw his application, and if he does so, the fee paid shall 
be refunded. 

(3) If, on any application being made under sub-section (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 date on which he is served with notice of the refusal 
apply to the High Court, and the High Court, if it is not satis-

, tied of the correctness of the Commissioner's decision, may require 
the Commissioner to state the case and to refer it, and, on receipt 
of auy such requisition, the Commissioner shall state and refer the 
case accordingly. -

(3.40) If, on any application being made under sub-section 
(2), the Commitlsioner rejects it on the ground that it is time
hurred, the asseli"ee may, within two months from the date on 
which he is served with notice of t.he order of the Commissioner, 
apply to the High Court, and the High Court, if it is not satisfied 
of t.he correctness of the Commissioner's decision, may require 
the Commis~ioner to treat the application as made within the time 
allowt'd und"r SUb-8t'ctiou (2), . 
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(4). If the High Court is not satisfied that the statements in 
a case referred under this sectioil are sufficient to enable it to 
determine the question raised thereby, the Court may refer the 
case back to the Commissioner by whom it was stated to make 
such additions thereto or alterations therein as the Court may 
direct in that behalf. 

(5) The High Court upon the hearing of any such case shall 
decide the questions of law raised thereby, and shall deliver iti:! 
judgment thereon .containing the grounds on which such decision 
is founded, and shall send to the Commissioner by whom the case 
was stated a copy of, such judgment under the seal of the Court 
and the signature of the Registrar, and the Commissioner shall 
dispose of the case accordingly, or, if the case arose on a reference 
from any Income-tax authority subordinate to him, shall forward 
a copy of such judgment to such authority who shall dispose of 
the case conformably to such judgment. 

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

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

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

(7 A) Section 5 of the Indian Limitation Act, 1908, shall 
apply to an application to the High Court by an assessee under 
sub-section (3) or sub-section (3A). 

(8) For the .purposes of this section "the High Court ,~, 
means-

(a) III relation to the N orth-West Frontier Province and 
British Baluchistan, the High Court of Judicature 
at Lahore; 

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

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

References to be heard by Benches of High Courts, and appeal to lie 
in certain cases to Privy Councn. 

66A. (1) When any case has been referred to the High Court 
under section 66, it shall be heard by a Bench of not less than two 
Judges of the High Court, and in respect of such case the provi
sions of section 98 of the Code of Civil Procedure, 1908, shall, so 
far as may be, apply notwithstanding anything contained in the 
Letters Patent of any High Court established by IJetters Patent 
or in any other law for the time being in force. 

. (2) An appeal shall lie to His Majesty in Council from any 
judgment of the High Court delivered on a reference made under 
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&ection 66 in any case which the High Court certifies to be a fit 
one for appeal to His Majesty in Council. 

(3) The provisions of the Code of Civil Procedure, 1908, 
relating to appeals to His Majesty in Council shall, so fur a" 
may be, apply III the case of appeals undel' this sect.ion in like 
manner as they apply in the case of appeals from decrees of a 
lligh Court: 

Provided that lll.thing in this sub-section shall be deemed to 
affed the provisions of "ub-section (5) or sub-section (7) of 
section GG: 

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 execution to 
any Court subordinate to the High Court. 

(I) Where the judgment o'f the High Court is varied or 
reversed in appeal under this section, effect shall be given to 
the order of His Majesty in Council in the manner provided in 
sub-sections (5) and (7) of section 66 in the case of a jiudgment of 
the High Court. 

(5) Nothing in this section shall be deemed-
(0) to bar the full and unqualified exercise of His Majesty's 

pleasure in receiving or rejecting appeals to His 
Majesty in Council, or otherwise howsoever, or 

(b) to interfere with any rules ~ade by the Judicial Com
mittee of the Privy Council, and for the time being 
in force, for the presentation of appeals to His 
Majesty in Council, or their conduct before the said 
Judicial Committee. 

Bar or suita In ClyU Court. 
67. No suit shall be brought in any Civil Court to set aside 

or modify any assessment made under this Act, and no prosecu
tion, suit or other proceeding shall lie against any Officer of the 
Crown for anything in good faith done or intended to be done 
under this Act. 

Computation or periods or limitation. 

67.1. In computing the period of limitation prescribed for 
an appeal under this Act or for an application under section 66, 
the day on which the order complained of was made, and 
the time requisite for obtaining a copy of such order, shall be 
excluded. 
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The assessees ~o remember the following provisions:-

(1) A company is bound to submit a Return by l?th J Ulle 

every year.. l::iectlon 22~1) 
(2) .None else is bound to submit any Return unless the 1.'1'.0. 

has served a notice and a form. ~ectIOn ~"\:.-!) 
(3) I.T.O. can ask for .accounts and documents to be pro~ 

duced. ~ection 2~\ 4) 
(4) Where I.T.O. thinks that the Return submitted is in

complete or incorrect, he shall serve a notice requiring attendance 
or production of evidence in support of his Return. ~ection 2a(~) 

(5) Where notice and form served (generally notices under 
section 22(4) and 23(2) are served together) but 

(a) ne Return is submitted, or (b) fails to produce accounts 
and documents, I:r.O. shall make a reasonable 
assessment. Section 23(4) 

(6) A victim of section 23(4) can only pray for cancellation 
of assessment by showing suflicient cause. Section ~7 

(7) If I. T.V. refuses to cancel and to make a fresh assessment, 
assessee can appeal-to Assistant Commissioner against order passed 
under section 21, onl:)' as regards the proprIety of assessment under 
section "23(4) or his refusa! to consider the circumstances under 
which the assessee might have been prevented from complying
with I.T.O.'srequisitions. Section 3u 

(8) Therefore every person when called upon to make a 
H.eturn should submit a valid Return, then produce evidence to 
Income-tax Officer, if necessary, and then appeal to the Assistant 
Commissioner. . 

(9) Notice under section 22(4) can be issued immediately 
after the notice under section 22(2) has been served but cannot 
complete the assessment Until the date of filing the Return has 
expired. 

(10) No appeal lies against the assessment made under 
section 23(4); only indirectly through sections 27 and 30 appeal 
possible. 

APPEAL 

(11) Appeal is to be presented within 30 days of the receipt 
of the notice of demand or of the date of refusal to make a fresh 
assessment (form in Rule 21). . 

(12) There is no second appeal against Assistant Commis
sioner's decision. 

(13) But in two casel;!, viz., when Assistant Commissioner him
self imposes a penalty or enhances an assessment, an appeal may 
be made to the Commissioner (Section :12). 

(14) ~ssessee may apply any time (though by executive orders. 
CommISSIOners have been forbidden to revise a case after the lapse 
of one year from the date of the order of the subordinate authority) 
to the Commissioner for revision of any proceedings (Section 33) 
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but if the assessee thinks that the matter may have to be referred 
to High Court, he should apply to the Commissioner within 60 
days of the service of the notice of the appellate order, for, in that 
case, he can add a prayer for reference to High Court. . 

(15) On an application to Commissioner for a' reference ~o 
High Court, if the Commissioner refuses, the assessee can, withm 
6 months of the refusal, apply to High Court to cal~ upon the 
Commis!!ioner to !!tate the ral'le and refpr it to the said rouTt. 

STAMPS AND COURT-FEES 

(16) Atrld&yit must be stamped. 
(17) Letter of Authority which is merely a bare letter of 

alhhorisation empowering a person to appear on be]lal£ of the 
assessee, is not to be stamped. 

(18) Letter of Authority which constitutes a. " power of at tor
ney" must be stamped. 

(19) CopIes 01' extracts will be charged with stamp-duty pro
vidpd they are not chargeable to court-fpes. 

(20) WakaIatnama or Mukhtarnama for conducting a case 
before the Income-tax A.uthorities is to be charged with court-fees. 

(21) PetitIon presented to any executive officer of the Income
tax Department for the purpose' of obtaining a COPy of any order 
passed or any 'other document is chargeable with court-fees. 

(22) CopIes of orders or other proceedings of the department 
"hould bear court-fees. . 

(23) Memorandum of appeal prpsented to Income-tax Df'part
ml'nt is to he chargt'd with court-fees. 

IIISCELLANEOUS 

(24) Mt're forwarding particulars of depreciation will not 
entitle an assessee to depreciation allowance; he shall file the 
particulars in the prescribed form. 

(25) He must remember that he is entitled to unabsorbed 
depreciation in future years. It is depreciation only which can 
he carried forward if not full v allowed in the year. 

(26) Tax at the maximum' rate must have "been deducted on 
Interest on Securities and dividends and from profits of registere(l 
firm: and where the total income is below one lac rupees, refund 
is allowablt'. In claiming refund. certificates relatin ... to income 
from init'rt'st on securitit's and dividends should- be fil-;d. 

(27) Lift' In~urnn('(' premium t'xt'mption is up to 1/6 of Total 
Incoml'. 

(2.8) An IIsseS8el' may not draw. his salary due. By deferring 
drawmg of lIalary, he can avoid hu~her rate of tax. 

(29) In the case of a nt'w bUliinel'lll. no as!leSllment will he 
made in the firllt year; as!lessment in the second vear will he made 
on thl! profits of the previous year. . 

mO) Claim for rpfund ml1~t hI' mail/' within ont' vpllr (see 
Jla~p!'I 1M, 137). . 
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Suggestions. 

(1) 
(2) 

(3)' 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

Section 1 should be made more comprehensive. 
,Section 2:"";;":' 

(a) Defj.nition of agricultural income should be narrowftd 
down to Agriculture, Horticulture, etc. only. 
Broad outlines of exemptions have been suggested. 
(Pa-ge 24). 

(b) There should be no exemption for Tea Industry. 
(Page 23). 

(c) Agricultural income may be taxed by provincial 
'governments where the total income from rentals 

exceeds Rs. 75,000 or Rs. 100,000. (Page 22). 
(d) Question of taxing Forest income should again be 

seriously considered. (Page 23). 
Section 3:-

(a) Slab system, as recommended in the- Experts' Report, 
should not be adopted. (Page 34). 

(b) Exemption of first 1500/- (as a part of the slab system 
recommended in the Experts' Report) should be 
accepted. (Page 33). 

(c) Reduce the steepness of the rates and create more 
intermediate stages of income. In such a case 
marginal relief may not be needed. (Page 34). 

(d) Some statutory concessions be given to audited 
accounts; it will pay the State in the long run. 
(Page 35). 

(e). Profits from current year's income or previous accu
mulations declared and paid in any form (cash, 
share or debenture) should be deemed as dividends 
received by shareholders. (Pages 33, 93). 

Section 4:-
(a) Any payment from the British Indian Exchequer 

received by any person in any part of . the world 
should be taxed as it is earned in British India. 

(b) "Whole Income" basis as recommended' i~ the 
Experts' Report should not be accepted: The pre
sent basis together with "Remittance", provision 
is reasonable and satisfactory. But the term 
" accrue " should be so defined as to include every 
item of direct and indirect accrual. (Page 37). 
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llluatration :-
A Maharaja having estate in British India takes a loan of 

rupees five crores in England on'the security of his estate in 
British India agreeing to pay the interest in England. In this 
case, the interest is not liable to Indian Income-tax as it is con
sidered not to have accrued in British India though the estates 
are in British India. As this mortgage is an essential J!ondition 
of the transaction, interest payable in England should be regard- , 
eel as income earned in British India. 
(13) (c) If dividend is declared by a rupee company out of its 

profits but the dividends are paid out in U.K. from 
- the income of the company's sterling investments 

(which income has not been brought into' British,.. 
India and where the company is-'ltot, assessed to the 
tax on that portion of the company'-s investments) 
then will not the company's income from' toreign 
investments to the extent of the amount of such 
dividend be deemed to have been brought into Briftsh 
India and be ta~able under section 4(2)? 

(14) (d) Every Individual, Firm or Company <;.arrying on 
business in India and having sterling securities in 
U.K: should furnish to the I.T. authorities every 
year by 15th June, the amount of money remitted 
from outside British India and received in British 
India within the previous year; 

and should specify what portion represents income 
and what portion capital. 

(15) (e) Where any company (sterling or r'ilpee) 'carrying on 
business in British India invests its Indian income, 
profits or gains in foreign investments, income from 
such foreign investments should be taxed. 

(Ui) (f) Commercial undertakings of local authority should 
be taxed. 

(17) Section 12:-

F. S3 

(a) A Tea Company, an assessee as such, is taxed on 40% 
of its profits. 

(6) but when a shareholder is assessed as an individual, 
the dividend received must be taxed on the full 100% 
(no matter whether it is tea or coal or sugar divi
dend) for the dividend is taxable under section 12. 

If the Concession enjoyed by the source (e.g., Tea 
Company) continues to be enjoyed by everybody in 
receipt of money from that source, then an absurd 
position may arise, e.g., University being exempt 
from tax, all teachers getting' salary from the exempt
ed earnings of the universIty should, according to 
the' above, enj'oy exemption. In short, concession 
granted to a tea company under section 2, cannot 
be extended to its shareholders who must he assessed 
under section 12. 
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(18) Section 14:~ 
This section should be so redrafted that a case like 

Hungerford Investment Co. may not be repeated. 
(Page' 76). The previous point has also to be borne 
in mind. 

(19) Section 23(4):-
The calling for book,s of accounts under section 22(4), 

before assessing under section 23(4), should not be 
left to the option of the I.T.O.; the I.T.O. should 
be required, when asseSsment under section 23(4) is 
going to be made, to give a notice again to the 
defaUlter assessee to produce accounts on the basis 
of which assessment should be made, if accounts 
would be available even so late as at that time. This 
provision in -favour of the assessee is necessary. 

(20). Section 23A:-
All loopholes should be removed so that a case like 

David Yule's Estate may not be repeated. (Page 92). 
(21) Section 26:-

(22) 

(23) 

(24) 
(25) 

(26) 

(27) 

(28) 

Should be more precise in view of High Court decisions. 
(Page 100). 

Section 34:-
Should be much more precise. Power of I.T.O. should 

be restricted. Assessment once _ made . should be 
final, except for rectification of an arithmetical error 
and not rectification or application of any prin
ciple; Frivolous re-opening of a case by I.T.O. 
should be strictly prohibited. (Page 112). 

Section 4.k.':- (Pages 124, 125). 
(a) All non-resident and foreign companies be treated 

alike for taxation purposes. 
(b) Trading in and with be defined in the Act. 
(c) Tests be provided in the Act to find out definitely 

whether agency exists or not. 
(d) Business done in any country outside British India 

through an agent in India should be regarded as 
business done in India and be assessed. Section 42 
should be so amended as to include and render tax
able any profits wherever arising from business 
done in or with India. 

Section 49 be entirely removed from the Act. (Pages 135, 
136). 

Section 58A, etc.:-
These are unnecessarily complicated provisions and are of 

doubtful advantages in many cases. With a few 
safeguards, such funds may be allowed to come 
under the Act of 1925. (Page 140). 



(29) 

(30) 

(31) 

(32) 

(33) 

(34) 

(35) 

(36) 

(31) 
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Section 60:- (Pages 141, 151). 
Instructions relating 'to the assessment of Cooperative 

Society are not at all clear or complete. The ma~n 
act (not instructions merely) should provide for 1t. 
The Society should be a separate subje,ct under the 
charging section 3. Society as assessee and share-' 
holder as assessee should be clearly dealt with 

Hindu Undivided Family:-(Pages 159, 160). ' 
(a) How can an absolute transfer to wife be included 

in husband's assessment? 
(11) .. Benami" transaction is taxed but deliberate con

version of income into capital cannot be; as if, the 
first transaction (which is done in many cases f()r 
purposes other than evading· taxation) 1S a greater 
offence than a clear case of evasion of taxation by 
converS10n. 

(c) The suggestion in the Experts' Report of assessing 
H.U.}'. on 50% after aggregating the family income 
and the income of all the members is wholly un
acceptable. 

Life Insurance Companies;- (Pages 161, 113). 
(a) If after a triennial valuation, the Company adopts 

a quinquennial valuation, how to assess in the 
fourth year? 

(b) Rules 25 to 35 are a machinery to find out the asses
sable profits. Once found out, why the profit should 
not be fixed against each year of the averaged years? 
Otherwise, first few years go un assessed and the 
defect in (a) above remains. 

Indian States and Ruling Princes both should be liable to 
income-tax and super-tax in respect of interest on 
securities. (Page .54). 

Pensions to officers of Government residing out of India and 
pensions to other employees residing out of India 
should be assessed to tax. (Page 145). 

Leave allowance or salary paid to officers of Government 
or of private employers when they are on leave or on 
duty in U.K. should be assessed to tax. (Page 145). 

Though High Court decisions clearly forbid whimsical 
assessment purporting to punish the assessee under 
the protection of section 23(4) for his non-compliance 
with I.T.O.'s requisitions, still, assessments from 
time to time clearly indicate that a strong inclina
tion to punish such an assessee does persist in the 
minds of the Income-tax authorities. It is a regret 
that the department 110es not fully realise the diffi
culties of an average businessman of to-day. A 
sympathetic wider outlook is a remedy. The other 
remedy is a provision for appeal. 
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(38) A 
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tendency· to overassess has become the general practice. 
This is regal'ded by the I.T.O. as erring on the right
side for (1) the I.T.O. feels free to overassess with
out any sense of restraint or ~estriction, (2) im
possible amount of highly responsible work thrust 
upon the Inspectors, l<.:xaminers and Officers can. 
give them absolutely no time to think for themselves 
or to study judgments; speed and larger revenue have 
become much more important than judicial disposal 
of cases. The result is overassessment. Apart from 
usual trouble and waste of time, overassessment means 
3 to 4 months of additional harassment, botheration 
and financial loss in connection with appeals, etc., 
and means an equally serious hardship, viz., depo
siting a large sum of money prior to lodgment of 
appeal. If the Income-tax Authorities only keep 
in mind that businessmen have to do business and 
not to waste time and money in fighting an over
assessment, a wider outlook can be secured towards 
Indian business. The remedy lies more in chang
ing the attitude of the department towards its 
assessees than changing the words of the law. The 
other equally important remedy lies not in increas
ing higher posts but in increasing the posts of 
Income-tax Examiners and Officers. 
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. Rates of Income-tax. 

A. In the case of every individual, Hindu Rate per rupee.' 
undivided family, unregistered firm 
and other association of individuals 
not being a registered firm or' a company 

(1) When the total income is less than 
Rs. 2,000 ... nil. 

(2) When the total income is Rs. 2,000 
or upwards, but IS less. than 
Rs. 5,000 

(3) When the total inco~e is Rs. 5,000 
or upwards, but IS less than 
Rs. 10,000 

(4) When the total income is Rs. 10,00) 
or npwards, but is less than 
Rs. 15,000 

(5) When the total income is Rs. 15,000 
or upwards, but is less than 
Rs. 20,000 

(6) When the total income is Rs. 20,000 
or upwards, but is less than 
Rs. 30,000 ... 

(7) When the total income is Rs. 30,000 
or upwards, but is less than 
Rs. 40,000 

(8) When the total income is Rs. 40,000 
or upwards, but is less than 
Rs. 1,00,000 

(9) When the total income is Rs. 1,00,000 
or upwards. 

n In the case of every company and regis
tered firm, whatever its total income. 

Surcharge 1/12. 
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6 pies. 

9 pies. 

12 pies. 

16 pies. 

19 pies. 

23 pies. 

25 pies. 

26 pies. 

26 piel'!. 
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Super-Tax, 

Rs. 30,000 exempted in every case .. 
I 

. ( 
Company . 

First Rs. 20,000 (nil) 
I , 

Every rupee In 
excess (1 anna) 

I ;_. ) 
Hindu Undivided Individual, un-register-

Family. First 45,000 ed firm· etc. First 
(nil) Rs. 20,000 (9 pies) .. 

I I· 
Next Rs, 25,000 Next Rs. 50, 000· 

(15 pies) (15 pies) 
---~-

100,000 100,000 
----

\._-
V ~ 

Rs, a, p. 
Next 50,000 , 1 9 

Next 50,000 2 3 
I 

Next 50,000 2 9 
1 

Next 50,000 3 3 
1 

Next 50,900 3 9 
I 

Next 50,000 4 3 
I 

Next 50,000 4 9 
I 

Next 50,000 
1 

5 3 

Next 50,000 5 9 
I 

. or every rupee of the remainder of such excess 6 3 

Surcharge 1/12. 
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Ability to pay, M 
Absolute transfer by husband $0 

wife, 159 
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Accounting year, 30 
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Acconntant $0 represent assessee, 151& 
Accouuts-- . 

failure to produce, 85 
I.T.O.'s power to call for, 85 
if not reflecting true profits, 74 

Accrue, 36, 87 
Accumulated balance, 43, 141, 2411 
Actuarial surplus, 172 
Administrator General, 116 
Affidavit, 255 J 

Agency, 123 
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Agent assessable on behalf of non
. resident, 116 
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Definitions, 8 
History of taxation of income from, 
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Allowancea' payable to members of 
Impartible Raj, 157 
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Annuity under a will, 411, 78 
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Annual accretion, 141, 242 
Annnal average, 173 
Annual valu&-

of a house for letting, 55 
of a house for dwelling, 56 

Appeal, 1154 
to Assistant Commissioner, 109 
to Commissioner, 111, 112 
to High .Court, 153 
to Privy Council, 154 
Forms of; 107 

Assistant Commissioner, 46 
Association of Individuals, 165 
Attendance, 115 
Attendance of Representative, 152 
Attendance of Assessee, 152 
Audited Accounts, 35 
Authorisation Letter, 252 

B 

Bad Debts Reserve, 61, 64 
Bank assessment, 199 
Benevolent purpose, 40, 41 
Best judgment assessment, 87, 254, 

258 
Beneficiaries, 41, 116 
Betting, 4S 
Bonus share, 33 
Bonus in cash, 33 
Bookmaker, 45 
Borrowed Capital, 71 
British Subject, 4 
British India, 4 
Branch in Br. India of non·resident, 

122 
Buildings, 54 
Business-

Assessment, 61, 210 
Allowance in respect of borrowed 

capital, 71 
Change in the constitution, 100 
Change of ownership of, 101 
Connection in Br. India, 86, 119 
Discontinuance, 9S 
Items allowed and not allowed in, 

70 
New, 255 
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o 
Cancellation of assessment, 10.4 
Cash certificate, 63 
Casual gain, 1, 44, 45 , 
Central Board of Revenue, 46, 144 
Charging section, 31 
Club, 177 
Coal-profits from, 10. 
Commission paid to bank for collecting 

interest, 54 
Commissioner, 46 
Company, 27 
Company in liquidation, 31 
Company owning house properties 

mainly, 61 
Concealment of income, 10.5, 225 
Concessions suggested, 35 
Cooperative Society, 146, 147-151, 
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Consignment business, 123, 125 

. Constructive receipt, 37 
Contribution-

by Employer, 51 
by Employee, 51 

Court-fees, 255 
Court of Wards, 116 
Creation of occupation, 35 
Culpable non-compliance, 87 

D 

Dairy, 10. 
Dayabhaga Law, 160. 
Debenture interest, 70. 
Deduction at Source, 80. 
Deemed to accrue or arise, 36 
Deferred drawing of salary due, 50. 
Delhi moving allowance, 44 
Deposit in bank, 72 
Depreciation, 65, 66, 255 
Discontinued business, 95, 97 
Disclosure, 138 
Dividends, 63 
Domicile, 35 
Double Income-tax Relief, 129, 135 
Double Taxation, 75, 76, 135, 136 
.. Dne "basis, 50., 160 

E 

Eqnitable adjustment, 65, 187 

INDEX 

Escaped assessment, 112, 258 
Evasion of tax, 92-
Experts' Report Criticised, 33, 37, 

135, 160. 
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lump sum in lieu of pension, 43 
paid to employees fol' services, 44 

Guardians, 116 
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on aecuritiea reeeived by Co-operative 

Society, 154 
on capital, 54 
on bank deposit, 711, 18S 

Interest unrealised, 75 
Invalid Return, 89, 91 
Investment--
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