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PREFACE TO THE FIRST EDITION.

When, in March 1918, the various amendments of the Law relating to
Income-Tax were consolidated into the one Act of 1918, I thought it desirable
to bring out a work on the subject, from accountancy as well as legal yoints
of view, inasmuch as no book existed at that time to help the taxpayer in
arriving at a correct estimate of his Income or Profits liable to Income and
Super-Taxes.

It is, therefore, hoped thal this little book mav prove useful to Business-
men, Manufacturers, Lawyers, Tradesmen, Professional men, Landlords,
Employees and others, as affording in a concise and clear manner a general
idea of the important points requiring their attention before paving Income-
tax, Superstax and Excess Profits Duty. A study of the book will enable
them to record the particulars of such taxes more clearly in their books, to fill
up the legal Annual Returns (Statements required by the Law relating to
Income, Super and Excess Profits Tax) more accurately, to see that they get
full benefit of the rights and reliefs to which they are legally entitled, to make
claiins for the refund of tax in the righl direction, and, in short, to satisfy
themselves that they are not over-assessed. The book may also prove of great
use to Accountant Students, intending to practise as Professional Accountants
and Auditors.

The manuscript of the first portion of the book relating to Income and
Super-Tax was ready by September last, but I was waiting to see if any change
was brought about in the Super-Tax Act, which seemed probable at that time,
and also to get more detailed particulars of the Excess Profits Duty. Specia!
pains have been taken to make this little book as clear, concise and practical
as possible, but, as its subject matter is a technical one, 1 shall feel obliged
if I am informed of any errors that may have crept into the book, so that they
may receive my attention when preparing a second edition. '

373, Hornby Road, Fori,
Bowmbay, 13th February 1919, ' F. R. M,



EDITOR'S PREFACE TO THE FOURTH EDITION,

The number of Editions which Mr. Merchant’s work on the law of
Income-Tax has already reached is a clear index of its popularity and use-
fulness. The success of the bhook is due to the helpful way in which it
elucidates numerous intricate aspects of the law. It solves the problems con-
{ronting the Income-Tax practitioner and the tax-payer alike. The illustrations
given by Mr. Merchant have proved no less valuable than his explanations in
making clear the meaning and application of the various provisions of the Act,
The responsible position which the Author holds in the Income-Tax Depart-
ment has in itself afforded a guarantee of the trustworthy character of the
work. '

This new Edition of the book, which I have been privileged to issue, has
been brought up to date. Opportunity bas been taken to recast the text
thoroughly having regard to current practice. I have given a number of fresh
illustrations with particular reterence to Hindu Undivided Family, Non-Resi-
dents, Temporary Residents, Deceased Persons, Refund of Tax and other
typical cases. 1 have made no attempt to quote decided cases, as, without a
full explanation of the exact facts, a bare statement of the judgment is
frequently useless and misleading. 1 have sought to enhance the value of
the treatise by appending a briefl Digest of important cases bearing on the
law of Income-Tax. - A publication of this size naturally precludes my giving
an elaborate Digest.

Offices of I
Messrs. Kalyaniwalla & Mistry, MANECK PHEROZE MISTRY.
20, Apolio Street, Bombay,



S

NS

o0

S N

-

»

o b

CONTENTS

PART |
CHAPTER L

Principles of Income-Tax

Income-Tax Authorities

Origin of Income-Tax '
Definition and extent of Income-Tax
Liability to Income-Tax and the Basis of Assessment thereof ...
Application of the Income-Tax Act and Exemptions
Income arising outside British India

Heads of income chargeable to Income-Tax

Rights and Duties of Tax-payers :

are

CHAPTER 1l

Salaries, Wages, etc.

Income taxed at the Source
Taxable Income
Annual Returns

ee oas

Adjustments while deducting Income-Tax at the Source .
Memorandum of instructions for the recovery of Income-Tax
on salaries, pensions, annuities, etc.

Specimen of Notice calling for the Annual Return ...

"o

sy

CHAPTER III

Income from Securities, Invastments, etc.

Income taxed at Source
Certificate of deduction of tax from Interest on Securities
Supply of Information regarding Dividends

Certificate by a Company to Shareholders receiving dividends ...

L2 2]

CHAPTER 1V.

Income from Property.

Basis of Assessment C ees
Preparation of Accounts, Statements, etc.

PAGE

(= e S I VR L

O O O B

10
14

16
17
17
18

23
21



Chapter 111
Taxable Income oo

Chapter 1V.

Deductions and Assessment :
Chapter'V.
 Liability in Special Cases T
Chapter V-A.
Special Provisions Relating to Certain Classes of Shipping

Chapter VL

Recovery of Tax and Penalties: :
Chapter VIIL |
Refunds
Chapter VIIL.
Offénces and Penalties e

Chapter 1X.
Super-Tax . .

Chapter 1X-A.

Spe_cial Provisions Relating to Certain Classes of Provident Funds ...

‘Chapter X.
Miscellaneous

Schedule 1I.

Part I:—Rates of Income-tax
Part II:—Rates of Super-Tax

aen ‘e

ﬁmt I11:—Adaptations of the Indian Income-tax Act, 1922; to provide

for the summary assessments of income-tax on total income of
less than Rs. 2,000

Act lII of 1926.

An Act to Determine the Liability of Certain Governments to Taxation
in Pritish India in respect of Trading Operations ...

“ye

PAGE

13
a1
33
34
36

39

43

50

57
58

59

60



v
DIGEST.

Agricultural Income

Assessee

Business

Hindu Undivided Family

Registration of Firms

Status of Assessee

Taxable Income

Remittances into British India

Property held under Trust for Charitable Purposes
Casual Income or Capital Receipts

Special Income-Tax Officer

Salary Income

Property

Interest on Mortgage

Depreciation

Obsolescence Allowance

Expenditure Incurred for Earning Profits
Method of Accounting

Return

Production of Accounts and Documents
Assessment

Partition of Hindu Undivided Family
Discontinuance of Business

Change in Constitution of Ownership of Firms
Succession to a Business

Penalty for Concealment of Income
Hearing of Appeals

Income Escaping Assessment

Power to take Evidence

Guardians— Trustees—Agents
Agent—Business Connection—Non-Resident
Agents to Include Persons Treated as Such
Prosecution

False Statement in Declaration
Appearance by Authorised Representative
Service of Notices

Principal Place of Assessment

Income-Tax Officer’s Jurisdiction
References to High Court

Miscellaneous

sen

LL 2]

abe

e

viii

xi

xi

xi

Xii
xii
xiii
xiii
X1V
XV
xvi
xvii
xviii
Xix
XX
XX
xxi
xxii
XXiii
XXiv
XXV
xxvi
XXvi
Xxvii
Xxvii
xxviii

. Xxviii

XXix
Xxix
XXix
XXX
XXXi



CHAPTER I

PRINCIPLES OF INCOME-TAX.
4

1. Income-Tax Authorities.

In order to understand the Income-Tax principles and procedure, il i;
necessary to know the functions of different officials appointed to put into
execution the Law of Income-Tax.,

There are the following classes of Income-Tax authorities for the pur
poses of this Act, namely :(—

(¢} The Central Bo_ard of Revenue ;
(6) Commissioners of Income-Tax ;
(¢) Assistant Commissioners of Income-Tax, and

(@) -Income-Tax Officers. -

(2) 'The Governor-General in Council may appoint a Commissioner ol
Income-Tax for any area specified in the order of appointment.

At present, a Commissioner’s jurisdiction extends over one or more entire
Provinces. The Governor-General in Council may now appoint a Com-
missioner of Income-Tax for an area, which may cover a part or the whole of
one or more Provinces, or parts of two or more Provinces. '

The Commissioner of Income-Tax may appoint special Income-Tax
Officers to deal with special cases or a special class of cases, and may post
two or more Assistant Commissioners or Income-Tax Officers to a single
Circle or District and distribute the work as he may think fit.

(3) Assistanut Commissioners of Income-Tax and Income-Tax Officers are
subject to the control of the Governor-General in Council and are appointed
by the Commissioner of Income-Tax by order in writing., The appointments
of Commissioners arnd Assistant Commissioners also require the approval of
the Public Service Commission. They perform their functions in fespect of
such pefsons or classes of persons and of such-imcomes aud classes of incorte
and in respect of such areas ds ' the -Commissioner -of - Incotne-Tax inay
direct “and, 'when two ‘6r “fiore: Assistant Commissioners of Income Tax: 6
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Income-Tax Officers have been appointed for the same area, in accordance
with any orders which the Ccmmissioner of Income-Tax may make for the
distribution and allocation of the work to be performed. The Conimissioner
may by general or special order in writing, direct that the powers conferred
on the Income-Tax Officer and the Assistant Commissioner by or under this
Act shall, in respect‘o'f any specihed 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 Assis-
tant Commlssioner shall be deemed to be references to the Assistant Commis-
sioner and the Commissioner respectively.

(4) The Central Board of Revenue may, by notification in the Gazette of
India, appoint Commissioners of Income-Tax, Assistant Comimissioners of
Income-Tax and Income-Tax Officers to perform such functions in respect cf
such classes of persons or such classes of income; and for such area, as may
be specified in the notification, and thereupon the functions so specified shall
cease, within the specified area, to be performed, in respect of the specified
classes of persons or classes of income, by the authorities appointed under
sub-paras (2) and (3} above.

(8) Assistant Commissioners of Income-Tax and Income-Tax Officers
appointed under sub-para (3) are, for the purposes of this Act, subordinate to
the Conmmissioner of Income-Tax appointed under sub-para(2) for the Pro-
vince in which they perform their functions.

In addition to the above high officials, there are also some subordinate
officers, viz , Inspectors and Examiners of Accounts. ‘ '

The duty of Examiners of Accounts is to ascertain the taxable Income or
Profits, after satisfying themselves with the Accounts, Statements, Returns,
etc., received from various assessees and to report thereon to the Income Tax
Officers. The Inspectors, bowever, are engaged more or less on outdoor
work. They find out persons chargeable with Income-Tax and report there-
on to the Income-Tax Officers. Where no accounts are available, these
Inspectors also estimate their Taxable Income or Profits.

2. Ofigin of Income-Tax.

Though the Law relatmg to Income- de in India came into force on lIst
April 1860, the tax was already in existence in Great Britain, ever sincé 1798,
when it was 1ntroduced for the hrst time, as a temporary. War Tax, by the
well- known statesman, Mr. Pltt . This Tax was, however, withdrawn in the
year 1816 but was relmposed n 1842 and was extended to Ireland in 1853.:
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The Indian Income-Tax Act of 1886, was modified from time to time
and merged into the Indian Income-Tax Act of 1918. Thereafter several
amendments were made in 1919 and 1920. All these enactments were con-
solidated into the present Act of 1922, which received the assent of the
Governor-General on 5th March 1922, Since then some more changes were
made by the various I. T. (Amendments) Acts, from 1923 to 1933,

3. Definition and extent of Income-Tax.

Income-Tax is a levy made by Government on the Income or Profits of
Individvals, Firms, Companies, Hindu undivided families and other asso-
ciations of individuals, in consideration of the protection by Government of
the Assets (which earn such Profits) of such persons, and of Trade and
Commerce in general.

It extends to the whole of British India, including British Baluchistan
and the Sonthal Parganas, and applies also, within the dominions of Princes
and Chiefs in India in alliance with His Majesty, to British subjects in those
dominions, who are in the service of Government, or of a Local Authority
established in the exercise of the powers of the Governor-General in
Conncil in that behalf and to all other servants of His Majesty in those
dominions.

4. Liability to Income-Tax and the Basis of Assessment thereof.

The tax is payable for the year beginning with 1st April by every
individual, company, firm, Hindu undivided family and other associations of
individuals, resident in British India and the dominions mentioned above, as
well as by persons not resident therein, so far as they derive income from
Properties, Securities, Trade, Profession or Employment accruing, arising or
received or deemed to accrue, arise or to be received in British India and
the said dominions, and is based on the total income, profits and gains of the
assessee for the previous completed year, as per the Graduated Scale of Rates
specified in the Finance Act passed annually by the Legislative Assembly.
(The scale is given at the end of Chapter VII.)

In the case of Joint Stock Companies and Registered Firms (Partnership),
the tax shall be levied at the maximum rate, even if the profits be less than
Rs 2,000. “Registered Firm” means a firm constituted under a partnership
agreement, particulars whereof as to Capital, Drawings, Interest, Shares of
Partners, etc., are registered with the Income-Tax Officer, as required by Rule
3 of the Act,.
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5. Application of the Income-Tax Act and Exemptions.

The Act shall apply to all Income from whatever source derived,
accruing or arising received or deemed under this Act to accrue or arise or to
be recelved in British India, except -

(a)

"~ (b)

@)
(d)

(e)

(4)

Inceme derived from Landed Property and Securities held in trust
for Religious, Educational or Charitable purposes. Any claim for
the exemption of such income must be supported by the Trust
Deed or some such similar document.

Income of Religious or Charitable Institutions applied solely
towards religious or charitable cause. (For details, see Chapter
VIL)

Income of Local Authorities, e. ¢., Municipality, Port T;just. etc. -

Interest on Securities owned or held by any Provident Fund, to
which the Provident Fund Act, 1897, applies. :

Any capital sum received in commutation of the whole or a portion
of a pension, or as compensation for death or injuries, or as
insurance policy ﬁnouey, or as the accumulated balance at the
credit of a subscriber to a provident fund to which the Provident
Funds Act, 1897, applies.

Special allowance to meet expenses wholly and necessarily
incurred in the performance of some duty, e¢. g., travelling or
conveyance allowance.

Legacies and Devises,

Capital profits or Income not arising in the ordinary course
of regular business or profession, e. g., Pcoﬁts on sale of Fixed
Assets.

Agricultural Income,

The income exempted under the above heads is not to be taken into
wnt at all in computing the “Total Income” and is not liable to Income-
Tax or Super-Tax.

Exemptions :—Income-Tax shall not be payable by an assessee in

respect of—

(a)

(®)

Any sum which he receives as a member of a Hindu undmded
family; or

Any sum which he receives by way of dividend as a shareholder
in a company, profits whereof have been assessed ; or
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{c) Any sum which he has earned as his share in the profits or galm
of any firm, the profits whereof have been assessed; or

(d) Any sum paid by him by way of insurance premium on his own
life or on that of his wife (in the case of a Hindu unidivided
family on the life of a male member or his wife) or by way of
Provident Fund subscrlptlon to which the Provident Furds Act,
1897, applies, not exceedmg in the aggregate one-sixth of his
total income. This does not apply to Super-Tax assessment,

Note:—Items (b), (c) and (d) above should be included in the ‘“Total
Income’’ of an assessee,

6. Income arising outside British India.

Profts and gains of a business accruing or arising without British India
to a person resident in British India shall, if they are received in or brought
into British India, be deemed to have accrued or arisen in British India, and
to be profits and gains of the year in which they are recelved or brought into
British India.

Profits or gains accruing or arising without British India shall not be
deemed to be received or brought into British India by reason only of the fact
that they are taken into account in the Balance Sheet prepared in British
India.

Exceplion:—Professional Fees paid in any part of India, to a person
ordinarily resident in British India, shall be deemed to be income chargeable
under the head—"Professional Earnings,”

The effect of the amendment of Sub-Section (2) of Section 4 is that any
income, profits or gains accruing or arising outside British India to a person
resident in British India, on and afier Ist April 1933, are liable to tax when-
ever they are received in or brought into British India, as if the same were
income of the year in which they are so received or brought.

Thus, the three years limit for foreign business income and the theory of
first receipt outside British India and subsequent receipt in British India of
income from source other than business have been done away with.

The second proviso to Sub-Section (2) of Section 4 excludes from the
operation of that Swb-Seclion income from agriculture arising in Indian
States.
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Section 4 (1) continues to operate in the like manner and to the same
extent as before. All profits or gains of the previous year including Tadian

States agricultural income, il received in British India, are liable to be taxed
under Section 4 (1) as hitherto. '

7. Heads of income chargeable to Income-Tax.

Income from various sources may be taxed under any one or more of the
following heads:—

(a) Salaries, including Wages, Annuity, Pension, Bonus, Allowance,
Gratuity and other Receipts in lieu of or in addition to Salaries,
¢. g., Commission, Fees, etc,

(b) Interest on Securities.

(c) Income derived from Property (i. e. Buildings and lands appur-
tenant thereto).

() Income derived from Business, Trade, Commerce, Manufacture,
Adventure, etc.,, and from sales or dealings in property, shares or
securities.

(¢) Income derived from Profession, Vocation, etc.

{f) Income derived from sources other than above:—

(1) Interest on Mortgages, Loans, Fixed Deposits, Current
Accounts, etc.

(2) Income from outside British India, which has uccrued, arisen
or been received directly or indirectly in British India.

{3) Director’s Fees, etc.
(4) Ground Rent,
(5) Dividend on shares.

(6) Profit accrued from transactions, whether in partnership with
others or not, which have not been accounted for elsewhere in
the above items.

8. Rights and Duties of Tax-payers.

By keeping proper Accounts, the tax-payer makes sure that he receives
full benefit of a!l the rights and reliefs to which he is legally entitled, and that
he is not over-assessd. Some of the said rights and reliefs may be;—



(1)

(2)

(3)

(4)

To be exempted from the Tax altogether, when his Income from
all sources is less than the minimum taxable income for the time
being.

To set off a loss or losses arising in one or more businesses against
a proht or profits arising in another business or businesses.

To claim an Allowance in respect of Life Insurance Premium paid,
not exceeding one-sixth of the Total Income.

To claim a refund of a part or whole, as the case may be, of
the tax paid on, or deducted from, the Income at the source there-
of, when the Income is less than the maximum taxable limit for
the time being,



CHAPTER II.
SALARIES, WAGES, ETC.
| N

1. Income taxed at the Source.

(@)  Govermment Officials.—Salary, Wages, Annuity, Pension, Gratuity,
etc., due to Government Officials will be paid to them, after such salary, etc..
is reduced by the amount of the tax to which they are- liable, provided that
the tax shall not be pavable in respect of any sum deducted under the autho-
rity of Government from the salary of any individual for the purpose of secur-
ing to him a Deferred Annuity or of making provision for his wife or children,
provided that the sum so deducted shall not exceed one-sixth of the salary.

Any income, which would be chargeable under this head, if paid in
British India, shall be deemed to be so chargeable if paid to a British subject
or any servant of His Majesty in any part of India, by Government or by a
Local Authority established by the Governor-General in Council,

(b) Servanis and Pensioners of Local Authorities—The tax to whicl ser-
vants and pensioners of Local Authoritities, like Municipality, Port Trust, etc.,
are liable shall be deducted from their salary, annuity, pension, gratuity, etc.,
at the time of payment thereof, by the officer whose duty it is to make the
payment. The officer will thereafter pay such tax to Government. If the
{ax is not deducted from any payment of salary, etc, it may be deducted from
a subsequent payment. Such power to deduct tax shall be without prejudice
to any other mode of recovery.

_ If the said ofticer does not deduct the tax as mentioned above, he will be
held personally liable for it.

(¢c) Servanls and Pensioners in the employment of Companies, Firms or
Individuals,—As regards servants and pensioners of ccmpanies, firms and
private employers, the tax shall be deducted by the employer, at the time
when any portion of the Wages, Gratuity, Fee, Commission, etc, is paid,
otherwise he will be liable to fine.

Explanalion:—"The right of a person fo occupy free of rent, as a place ol
residence, any premises provided by his employer, is perquisite and chargeable
under the head "'Salaries,”” Employer may not deduct Income-tax in such
£ases -



Passage-mcney paid in Iadia by an employer to enable an emp'loyee to go
on leave is liable to tax.

2. Taxable Income.

Such Income is ussessablé only when the total Income, including
salaries, etc., amounts to Rs. 2,000 per annum (i. ¢. the minimum taxable
limit) and upwards. Deduction is, however, allowed for Life Insurance
Premium and Provident Fund Subscription, to the extent in aggregate of 1/6th
of the total income, after ascertaining the latter,

3. Aonnual Returns.

The prescribed person in the case of every Government office, and the
principal officer of every Local Authority, Company, Public Body, Association,
Firm, etc., is required to prepare and deliver to the Income-tax otficer
whithin 30 days from 31st March in each year, a wrilten statement called the
Annual Return, as prescribed by Rule 17 to the Act, giving the following

particlulars:—

(1) The name of every person who was receiving on the said 31st day
of March, or has received during the year ending on that date,
any Salary, Wages, Annuity, Pension, Gratuity, Fee, Commission,
etc., of Rs. 2,000 or more per annum.

(2) The address and nature of employvment of every such person.

(3) ‘lhe amount of such salary, etc., so received by each such person,
and the time or times at which the same was paid.

(4) ‘The amount deductled in respect of Income-Tax from the income

of each such person.
4. Adjustment while deducting Incocme-Tax at the Source.

Any person responsible for paying any income chargeabie under the head
“‘Salaries” may, at the time of making any deduction by way of Income-Tax,
increase or reduce the amount to be deducted for the purpose of adjusting
any excess or deficiency arising out of any previous deduction or failure to

deduct

Nothwithstanding anything hereinbefore contained, for the purpose of
making the deduction under subsection (2), there shall be included in the
amount payable any income chargeable under the head “SALARIES” which
is payable to the assessee out of India by or on behalf of Government, ane the
value in rupees ot such income shall be calculated at the prescribed rate of ex-
vhange (vide Rule 11A.)

B



6. Memorandum of instructions for the recovery of Income-Tax on
salaries, pensions, annuities, etc.

1. Income-Tax is to be recovered at the rate specified in para. 5
below on salaries, pensions, etc., at the time of payment of such salaries, etc.,
that is to say, it is to be recovered monthly if salary is paid monthly and
‘remitted to the Income-Tax Officer within one week from the date of the
recovery, with a statement in the form shown hereatter.

2. House-rent allowances and value of rent-free quarters form additions
to the remuneration of an employee, even when residence in a particular
town or building is necessary for the proper performance of the employee’s
duties. Such allowances or perquisites cover expenses of a personal character
which the employee would otherwise have to incur and are, therefore, taxable
under section 7 and the tax thereon should be deducted.

3. Information regarding payment of any salary, allowance, benefit or
perquisite which is taken as exempt should be given in the remarks column of
the statement.

4, In calculating the amount of tax payable, the amount due on a frac-
tion of a runee should be neglected and, on determining the amount of tax
pavable, fractions of an anna less than six pies should be disregarded and
fractions of an anna equal to or exceeding six pies should be regarded as
one anna.

§. The minimum salary, &v., assessable to the tax is Rs. 167 per
mensein. The tax is leviable at the following rates ;—

Total Salary, elc. Rale,

When the estimated income from salary, commis- Nil.
sion, bonus, etc., is less than Rs. 2,000 per
annum.

When the estimated income from salary, commis-  Six pies in the
sion, bonus, etc., is Rs. 2,000 or more but is less rupee + % sur-
than Rs. 5,000 per annum. charge.

When the estimated income from salary, commis- Nine pies in the
sion, bonus, etc,, is Rs. 5,000 or more but is less rupee + 1Y sur-
than Rs. 10,000 per annuin. charge,

When the estimated income from salary, commis- Twelve pies in the
sion, bonus, etc,, is Rs. 10,000 or more but is less rupee <+ 1% sur-
than Rs. 15,000 per annum. charge.

When the estitmated income from salary, commis- Sixteen pies in the
sion, bonus, etc., is Rs. 15,000 or more but is rupee + 1% sur-

Jless than Rs. 20,000. per annum, charge.
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When the estimated income from salary, commis- Nineteen pies in the
sion, bonus, etc., is Rs. 20,000 or more but is rupee + ;% sur-
less than Rs. 30,000 per annum. charge.

When the estimated income from salary, commis- Twenty-three pies in
sion, bonus, etc., is Rs. 30,000 or more but is the rupee + 1%
less than Rs. 40,000 per annum. surcharge.

When the estimated income from salary, commis- Twenty-five pies in
sion, bonus, etc., is Rs. 40,000 or more but is the rupee 4+ 1%
less than 1,00,000 per annum. surcharge,

6. If any member of an establishimment makes payments to an insurance
company on account of life insurance, he may be allowed a rebate of the tax
on his submitting the receipts of the insurance company for the payments
made, which should be sent on to the Income-Tax Office for scrutiny. Rebate
to the extent of only one-sixth of the total income from salary, commission,
etc.,, is allowable in a year.

7. Any excess or deficiency arising out of any previous deduction of tax
can be adjusted at the time of any subsequent deduction of tax.

Hlustration 1:—
A is an employee receiving a salary of Rs. 300 ver month and pays Life

Insurance Premium of Rs. 800. What is the income on which A will be
assessed and at which rate ?

The total Annual Income of A for the year ending

31-3 1937 from salary works at s Rs. 3,600
Less Life Insurance Premium (one sixth of his total

income) e o 1 600
Net assessable income oo ves s 3,000

at 6 pies in the Rupee plus 1% surcharge.

Note.—The abatement of Life Premium allowed to A is Rs. 600 (which is
one-sixth of his annual salary and not Rs. 800)

Ilustration 2:—

A bas received the following amounts from sources mentioned below for
the year ended 31st March 1936,

Salary . .. Rs. 1774
Property vee s 166
Interest ey 453
Provident Fund Accumulations (made up as

under) e e, 11,719

Assessee’s own contribution

to the unrecognised Pro-

vident Fund Rs. 3,555
Employer’s contribution ... ,, 3,555
Interest on the whole ey 4,609

Rs, 11,719
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Assessment will be computed as under :—

Salary we Rs. 1,774 taxed at source
Property " 166
Interest " 453
Provident Fund .
Accumulation ... e m 8,164
Total Income . 10,557

aésessed at 12 Pies in the Rupee plus j% surcharge on Rs. 5,228 (1664453
+ 4,609) assessed at 12 pies in the Rupee plus g surcharge on Rs 5,329
(1,774 + 3,555).

Notes.—(1) The sum of Rs. 3,555 of the Provident Fund Accumulations,
being part of the monthly salary received by the assessee, was taxed in his
hands from year to year. The other amount of Rs. 3,555 is also a part of
such remuneration for services rendered to the employer from year to year.
The said amount was nct paid in cash at the time, but was set apart to be
accumulated. It is paid in lump in 1935.1936. This lump payment does not
change the nature of the amount, which remains throughout as remuneration
and is of the nature of salary. ‘The interest on the accumulations of Rs. 4,609
is similarly income received by the Assessee in the previous year, and is there-
fore his income for that year.

(2) The tax deducted on Rs. 1,774 will be given credit for from total tax
payable by the assessee,

No. of 193 -193
INcOME-TAX OFFICE,
Dated 193 ,

Forwarded to . with reference to

previous correspondence,

Income-Tax Officer.
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6. Specimen of Notice Calling for the Annual Return.
IncoME-TAX OFFICE:

Dated 193
To

GENTLEMEY,
SIR,

I have the honour to invite your attention to section 21 of the Indian
Income-tax Act, 1922, and to request that you will be so good as to furnish
the return of employees in the accompanying form within the period stated
therein. Failure to do so will render vou liable to a fine extending to Rs. 10
for every day during wich the default continues under section 51 {¢) of the Act.

2. House rent allowances and the value of rent-free quarters of an
employee provided by the employer form additions to the remuneration of an
employee, even when residence in a particuiar town or building is necessary
for the proper performmance of the employee’s du’ies. Such allowances or
perquisites cover expenses of a personal character which the employee would
otherwise have to incur and are, therefore, taxable and should be specified
and included as income in column 6 of the return.

3. Salary or any portion thereof paid outside British India for services
in British India is liable to income-tax and it should also be shown in the
return.

4. Information regarding payment of any salary, allowance, provident
fund benefit or perquisite which is taken as exempt and not included in column
5, 6 or 6A of the return may be given in the remarks column. Under section
21 of the Indian Income-tax Act, 1922, every employer is bound to give infor-
mation as regards all payments to his employees liable to tax under the head
“Salaries” and as it is the Income-tax Officer who is to decide which payments
fall under this head, to avoid any liability under the penal section 51 (¢) of the
Act, emplovers are requested, in case of doubt, to give in this way details of
all payments made to their employees leaving it to the Income-tax Officer to
decide the questior of liability.

I have the honour to be,
Gentlemen,
Sir, _
Your most obedient Servant,

[ncome-tax Officer,



Return under Section 21 of the Indian Income-tax Act, 1922, to be made within thirty days from the 31st day of March i
each year by the prescribed person in the case of every Government office, and the principal officer or the prescribed
person in the case of every local authority, company or other public body or association and every private employer.

Government office

Local authorivy

Company
Public body

Association

Designation of{

\Private employer
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I certify that the above statement contains complete list of the total amount paid by to all
persons who were receiving income on the 31st day of March 19 at the rate of Rs. 2,000 per annum, or have received

during the year ended on that day not less than Rs. 2,000, in respect of salary, wages, annuity, pension, gratuity, fees, com-
missions, perquisites or profits in lien of or in addition to salary or wages and that all the particulars stated are correct.

Dated (Signature of person by whom the return is delivered.)

¢l



CHAPTER lII.
INCOME FROM SECURITIES, INVESTMENTS, ETC.

+

1. Income taxed at Source.

The person who is empowered to pay interst on any Security of Govern-
ment or on Debentures or on other Securities, for money issued by or on
behalf of a Local Authority or a Limited Company shall deduct income-tax, at
the maxtmum rate, to which such interest is liable, before the tax to Govern-
ment. The exception is 1—

No tax shall be payable on the interest receivable on any Security of the
Governent of India issued or declared “Free of Income tax”, provided further,
that the income-tax payable on the interest receivable on any security of a
Local Government issued income-tax free shall be payable by that Local
Government, e. #., Bombay Deveiopment Loan. For the purpose of ascertain-
ing Total Income, gross income from such securities should be taken into
account.

If such person does not deduct and pay the tax required by the above
clause, he shall be personally liable for it.

Any sum deducted by a bapker for realizing interest on securities on behalf
of an assessee shall be treated as if it were tax-free income, but it will form
part of the total income of the assessee and will be liable to super-tax.

The addition of the proviso to Sub-Section (3) of Section 18 gives statu-
tory authority for an existing arrangement, whereby on the certificate given by
the Income-tax Officer, the person responsible for making payment of interest
on securities paid the amount of such interest without deduction of tax or
deducting the tax at less than the maximum rate.

The Sub-Section (3-A) as now inserted extends the principle of taxation
at source to income from interest, not being “'Interest on Szcurities,” where—

(a) the recipient of such interest is a person residing out of British
India, and

(») the total income of such person, in the opinion of the Income-
tax Officer, would exceed the maximum amount which is -not
chargeable to Super-tax (Rs. 30,000/- at preseut), and
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(¢) the person responsible for paying such interest is served with an
order in writing by the Income-tax Officer, specifying the rates at
- which Income-tax and Super-tax shall be deducted, or

(d) Where no such order is received, the person responsible for
paying such interest shall deduct from the interest Income-tax
and Super-tax at the appropriate rates, if he has not reasou to
believe that the recipient is resident in British India.

In the same way and under similar circumstances as above, Super-tax
shall be deducted at sourc: by the principal officer of a Company, on being
served with an order by the Income-tax Officer, or of his own accord where
the amount of any dividend (gross) or the aggregate amount of any dividend
(gross) exceeds the maximum amount which is not chargeable to Super-tax.
(Sub-Section (2) and (3) of Section 57 of the Act are now incorporated in
Section 18 and omitted in Section 57).

The liability of the person responsible for paying interest, or the principal
officer of the Company for the failure to deduct and pay the tax, now attaches
to the person holding the office, who will be deemed to be an assessee in
default in respect of the tax. He will be liable to penalty under Section 43 (1),
if he wiifully fails to deduct and pay tax. A successor in office is liable for
the default of his predecessor,

2. Certificate of deduction of tax from Interest on Securities.

Every person deducting income-tax from the Interest on Securities, in
accordance with the Provisions of the first para above, shall, at the time of
payment of interest, furnish to the person to whom the interest is payable a
certificate to the effect that income tax has been deducted, and specifying the
amount so deducted, the rate at which the tax has been deducted, and such
other particulars, in the form prescribed under Rule 13 of the Act.

3. Supply of Information regarding Dividends.

The principal officer ot every company shall on or before the 15th day of
June in each year, furnish to the prescribed officer a return, in the form
prescribed by Rule 43 and verified in the prescribed manner, of the names
and addresses, as entered in the register of shareholders, maintained by the
company, ot the shareholders to whom a dividend or aggregate dividends,
exceeding such amount as may be prescribed (vide Rule 42) in this behalf, has
or have been distributed during the preceedlng yvear and of the amount 50
distributed to each shareholder.

Section 20-A now introduced is on the same line as Section 19-A and
requires the person responsible lor paying any interest, not being "Interest on

¢
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Securities”, to make, on or before the 15th June in each year, an annual state-
ment of payments of interest or aggregate interest above Rs. 1,000/- made
during Llhe previous financial year, A form has been prescribed for the same.

4. Certificate by a Company to Shareholders receiving dividends.

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, in the form pres-
cribed under Rule 14 of the Act.

5. Preparation of Accounts.

Hlustration.~T. Chinoy instructs his Accountant to prepare a stalement,
showing his Taxable Income, and to ascertain the amount of tax payable or
recoverable by him from the particulars given below:—

He had borrowed with the object of buying shares Rs. 10,000 from H.
Patel, on which he pays interest at 4 per cent per annum. He has been
insured with the Gresham Life Ofhce, for an Annual Premium of Rs. 900.
He holds the tollowing Securities and Investments:—

Rs.
10 67 Preference Shares of A.B.C. Company, Limited vee 2,000
20 Shares of the X. Y. Bank, Ltd. e 10,000
10 Shares of the Infants Dairy Company, Ltd. 1,000
5 Shares of the Edward Mills Company, Ltd. 2,500
100 Shares of the Eastern Maritime, Ltd. i en 2,500
10 Shares of the Eastern Investment of Commerce, Ltd. 1,000
33% Government Promissory Notes we 2,000
54% War Bonds (Free of Income-tax) 5,000
4% Port Trust Bonds ‘e ‘ee 1,000
Loan on Mortgage, at 6% to D. Laskary - «e 14,000

Do. do. 5% to K. Morley ( Income-lux to be paid by

the Morigagor) . 5,000
5% Deposit in the Firm of Dalal and Nanavati ... 15,000
Interest on Bank of India Current Account "375

The X. Y. Bank declared an interim dividend at ihe rate of 10% per
annum and a final dividend at the rate of 18% per annum (both free of income-
tax). The Dairy Company, the Eastern Maritime and the Eastern Investment
of Commerce were in their infancy. The Edward Mill declared a dividend of
757 (free of tax) while the dividends on the rest of investments were received

less tax.
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Statewienl for Income-Tax Assessment for 1936-37,
Acbounting perind :—Year ending 31-3-1936.

(1) lucome nlready liuxed or nol to be taxed —

Taxes
Source of Income. Rates. N-et Income  deducted _Gross
received. at source income,
@ 303 pies.
_ Rs. 2. p. Rs. a. p. Rs. a p.
1. X.Y. Bauk Shares ... 1474 1400 Q0 0 262 11 0 1,662 11 @
2. Edward Mill Shares ... 73% 187 8 0 35 3 0 22211 0O
3. War Bonds e SEL 275 0 0 0 0 O 275 0
4, A. B, C. Co. Shares ... 67 101 1 O 18 15 0 120 0
5. Government ! '
Promissory Notes ... 3% 58 15 0 111 70 0
6. Port Trust Bonds ... 4% 3311 0 6 5 0 40 0 O
Total Rs. 2056 3 0 333 3 0 2390 6 0
(h)  Imcome to be taxed or laxviable lycome:~—
1. 67/ Mortgage Loan .. Rs. 840
2, 57 Do. 250
3. 57 Deposit with Dalal &
Nanavati e 750
4. Bank of India Current
Account : e 1 375
Rs. 2,215
Less Interest paid a 400 1,815 0 O
Total Income 12s. 4,205
or 4,205 0
Rate applicable is 63 pies.
(c) Net taxable Income:—
Income _to be taxed Rs. 1815 0 O
Less Life Insurance -
Premium (1!6th of Rs. 4!205) ) 700 0 0 Rs. 1,115 0 0
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The amount of income-tax payable by the Assessee would be at the rate
of 6% pies in the rupee on Rs. 1,115, while that recoverable by him would be
at the rate of 23% pies in the rupee on Rs. 2,115-0-0 {viz. total of items 1, 2, 4,
5and 6 in (a) above.) The tax would be set off against the refund duve and
the net refund allowed.

(1) Life Insurance Premium.—As the amount of premium paid, wiz.
Rs. 909 exceeds one sixth of the total income from all sources, namely Rs. 4,205
only a sum of Rs. 700 (one-sixth of Rs. 4205 has been deducted by way of an
allowance therefor. Such deduction is usuwally not allowed, if the premium
receipt is not enclosed with the Annual Return. No such deduction can be
allowed for Super-tax.

(2) Rale of tax.—The Assessee will not be exempted from income-tax
simply because his untaxed income of Rs. 1,115 above is less than Rs. 2,000,
but his income from other sources is also to be taken into account. As his
total income of Rs, 4,025 is more than Rs. 2,000, and less than Rs 5,000, the
rate of income-tax fixed in his case will be 6% pies in the rupee, for ascertain-
ing total income. Interest and Dividends should be taken gross i, e., adding
to the net amount received tax deducted at source.

(3) Income-Tax lo be paid by Morigagor.—

Though there is a private arrangement between the mortgagor and the
mortgagee, that the former should pay Income-tax on the Interest, the
Income-tax authorities are not concerned therewith, and the mortgagee (7. e.
the recipient of interest) has always got to pay the tax.

The Assessment Form, in the case of the above illustration, would be
written up thus:—

ASSESSMENT FORM.
AsSSESSMENT FOR 1936-1937,
District or Area— Bowmbay.

Name of Assessee; T, Chinoy. ¥ Number in General Index 89.
Address: 6, New Queen’s Road. f Number qf Miscellaneous Record 82.

. . Amount Tax
5132?1 Dit? 111;:(51 o ;’,? grce ‘ of deducted Remarks,
income. | at source.
‘ Rs, Rs., a.
1 Salary ...
2 Interest on Securilies 110 17 6
DO. (I‘-‘o Of T.) nes (XYY 275 e
3 Property - .t . -
4 Business’
5 Profession res
6 | Other Sources (840425047504 1,815
375 - 400)
7 Dividends el 2,005 316 13




(v)
(vi)

(vii)
(viii)
(ix)

(x}

(xi)

(xii)
(xiii)
(xiv)
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‘T'otal income ree T ase

Deduction on account of provident {fund,
insurance premia, etc. .

Deduct sums received as dividends or from
a firm the profits of which have been charged
to tax

Deduct amount of interest from tax-free securi-
ties of the Government of India or of a Local
Government veo

Income now to be taxed . .

Rate applicable 63 and 7 pies per rupee on
Rs. 1,115 and Rs. 110 repectively

AmOllI'lt Of tax are [T 1] XY
Deduction under section 17 ann .

Amount of deductions at source from salary
or interest on securities for which credit is
given under section 18 (5) eee

Abatement on account of dividends (at 233 pies
per rupee) on Rs. 2,205

Abatement on account of income from a register-
ed firm (at—-—pies per rupee) ...

Net amount of refund

Penalty under section 28 or section 25 (2) ..,
Total sum to be refunded—(in figures as well as
in words)

Ru;;ees Two Hundred and nineteen Annas five.

Dated 21st June 1936,

Ra. &
700 O
2,005 0

Rs. a.
4,205 0

275 0 2980 0

1,225 0

1,225 0

41 12
17 6
243 11

201 1

219 5

219 5

B. C, D,,

Income-tax Officer,



Statement of particulars to be furnished by the person responsible for paying interest on securities
where deduction ‘of income-tax is not made by or on behalf of Government.

¢

Description of Numbers of Dates of Amounts of | Period for which | Amount of | Amount of
securities ; securities securities securities | interest is drawn | interest tax
Rs. Rs. Rs.
Place Signature

Date 193 . . Designation




CHAPTER IV.
INCOME FROM PROPERTY.

+

1. Basis of Assessment.

Income-tax shall be paid by the owner of any building or land appurte-
nant thereto, in addition to Municipal and other rates and taxes, on the bona
fide Annual Letting value, equivalent to approximate Annual Rent, of his
property. This anpual value is usually equal to the Gross Rateable value fixed
by the Municipality for Property Tax, in which case the value should be taken
from the Municipal Property Tax Bills for the same (not the previcus) year as
the year of assessment, becuase the Municipality assess on the basis of the
previous vear’s rent.

If the actual gross rent recoverable for the year as per Rent Bill Book is
more than such Mumcipal Value, the former may be considered as the Annual
Letting value, If, however, the actual receipts from Rent in a particular year
exceed the Municipal value, the former should not merely be taken as Annual
Letting value, because the same may also include some arrears of rent.

The allowances which may be claimed against, and deducted from, this
annuul value are given as follows:—

(1) 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 (i. e. 163 per cent.);

(2) 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 exceed-
ing one-sixth of such value;

(3) The amount of any annual premium paid to insure the property
against risk of damage or destruction, e. g., for Fire Insurance;

(4) When a property is subject to a mortgage or other capital charge,
it is the awmount of the interest on such mortgage or charge that is
to be ullowed as a deduction and uot the amount of such mort-
gage or charge. Noallowance is admissible for interest on 4
charge. which is not 2 cavita! charge,
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When capital is borrowed to acquire the property, the interest
payable on such borrowed capital is an admissible deduction, even
though it may not be a charge upon the property.

(5) Any sums paid on account of land-revenue in respect of the pro
perty;:

(6) In respect of collection charges, any sum paid, not exceeding the
prescribed maximum, i. e, 67%;

(7) In respect of vacancies, such as the Income-Tax Officer may
determine, having regard to the circumstances of the case.

Provided that the aggregate of the above allowances shall in no case
exceed the annual value.

For the purposes of this section, the expression “"annual value” shall be
deemed to mean the sum for which the property might reasonably be expect -
ed to be let from year to year.

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

2. Preparation of Accounts, Statements, etc.

*Ilustration:~K. Sorabjee, proprietor of some house properties, has been
insured with the Oriental Life Office, at an annual premium of Rs. 1,700, He
has no other sources of income. He requests you to prepare a statement,
showing his taxable income, from the particulars given below:—

He owned a house in “A” Ward (No. 1257) at 321, Hornby Road, and

~another in “D” Ward (No. 329) at 651, Girgaum Road. He had also a
bungalow, at 105, Cumballa Hill, and a cottage at Dadar. The bungalow was,
however, sold in July, (last rent was received for June), while the cottage
was sold in October, (last rent was received for September), The net or

" rateable values (as per Municipal Bills) and the amounts paid for Fire Insur-
ance premiums, were as follows:—

Property. Rateable Value. Insurance.
Hornby Road house 7 v Rs, 6,570 | Rs. 190
Girgaum  do. . 4140 ., 120
Bungalow s 2,430 o 80

Cottags S0 1,530 " 46



Other expenses were paid as shown below:—

Interest paid to mortgagee of Hornby Road house ... Rs.

Ground rent paid

Paid to the Collector of Bombay for Land Revenue ... .,

Rent Collection charges oo

Vacancy allowance for Girgaum house, as agreed to by

the Income-Tax Officer ...

Delails of Property (as per Schedule A.)

In whose name
property stands
in Municipal
Register,

Name and number
of street in which
property stands.

Ward and
No.

A.No.1257 321, Hornby Road, K. Sorabji
Fort.

D. No. 329 651, Girgaum Do.
Road.

C. No. 71 105, Cumballa Do.
Hill.

A. No. 54 57, Dadar Road .. Do.

[ 2 4]

(1]}

Rs,

Admissible Allowances—(Vouchers to be submitted) :—

1. Insurance Premium
2. Interest on Mortgage ...
3. Ground Rent "o
4, Land Revenue vor
5. Collection Charge (67 of Rs. 13,225)

480
w 109
17
" 1) 873
(X 1] "y 200
Annual Deduc-
Letting tion
Value, claimed,
Rs. Rs.
7,300
- 4,600 1,752
(see below)
675
350
13,425
(11} I{S. 353
[y " 480
" 109
see " I 7
. " 793
Rse 1,752
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Statement showing Taxable Income for 1936-37 assesswment.

Gross Annual Value e . Rs. 13425 0 O
Less Vacancy Allowance ... e 200 0 O

Rs 13225 0 0

Less Allowances.claimed :
(as above) s Rs. 1752

1/6th of Total Annual
Value of Rs, 13,225

for Repairs = ... , 2,204
" 3956 0 O
r Total Income e T e " 9,260 0 O
Les; Life Insurance Premium (1/6th of Rs. 9,269) allowed ,, 1,545 0 0
Taxable Income Rs. 7,724 0 0

The Assessee will pay a tax at 9 pies + 1% surcharge in the rupee on
Rs. 7,724, as his total income is more than Rs. 5,000 but less than Rs. 10,000.

NOTES.—

(1) Annual Lettt'f;zg Value.~Annual Letting Value means a sum at which
the property might reasonably be expected to be let from year to year. This
represents the Gross Rateable -Value, which could usually be ascertained from
the Net or Rateable Value, which is 90 per cent. of the Gross), stated in
Municipal Property Tax Bills, As for instance Rs. 7,300 of Hornby Road
property has been arrived at thus:—

Net value Net Value  Gross Value
90 6570 i+ 100 ;2
_. 6,570 x 100 ' '
P = -———————— = Rs. 7,300

As the bungalow was sold in July, its rent has been taken for ‘-3 months
only. Similarly £ months’ rent has been taken for the cottage sold in
October.

(2) Property in the occupalion of the owner for his own residence.

The Gross annual value of such property shall not exceed 10 per cent.
of the total income of an assessee. The total income in this case is
equal to 1iths. of (the income from all sources, except the rental value of
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the residence in question) sninus (the allowances under clauses (iii), (iv) and
(v) of § 9 (I). The annual value i¢ one-tenth of the result, and allowances
under § 9 (1) (i), (iii), (iv) and () should be deducted from it.

Hlustration —

* Gross annual letting value of A’s property is Rs. 77,850, including the
value of his residence of Rs, 8,100. Other expenses are as follows ;—

RS : " Rs,
Insurance including Rs. 500 for self occupation 3,150
Ground Rent ,, ,, 100 do. oo os 2,476
Land Revenue " 4 do. e vou 20
Coilection Charges o e oos 4,200
Gross Annnal Letting Value e we 77,850

Less ~ do. for self-occupied property e 8.100
69,750
Less Statutory Allowance :— : _ '
| : One-sixth of Rs. 69,750, fof repairs e 11,625
Insurance Premium (3,150 — 500) s 2,650
Ground Rent (2,476 ~100) vee oe 2,376
Land Revenue (20"" 4) ' o cen e ) 16
Collection charges (up to 6% of Rs. 69,750, or v
Rs. 4,200, whichever is the lower) . 4,185 20 852
Rs. 48,898
Income {for self-occupied property will be
Rs, 8,100 or 1—10— of :—f of Rs. 48,294 {48,898—(500+100+.4} which-

ever be the lower, minus admissible deductions for expenses of self-
occupied property, that is to say :— '
1 12

v e < Y] s ven 5,268
10 X 11 x 48,294
Less one-sixth of Rs. 5,268 ces 878
Insurance premium ses . 500
Ground Rent et 1T Y 100
Land Revenue vee "o ase 4
——— ],482
Rs., 3,786

A’s assessable income is therefore
Rs. 48,8984 3,786—Rs. 52,684



(3)  Fire Insurance Permium:—Here also 12 months’ premium has been
taken into account in case of honses, while those for the cottage and the bun-
galow have been taken for 3 months and 6 months, respectively. It would not
be out of place to mention here, that the actual amount of premium paid will be
allowed by the Income-Tax Officer, and not the amount stated in the premium
receipt, wherefrom a rebate or discount is usually allowed by many Fire
Insurance Companies.

Collection Chargesi—Though these charges have been actually paid to the
extent of Rs. 873, Rs. 793 only have been taken as an allowance, being the
maximum 6 per cent of the gross rental of Rs. 13,225. (i. e. Gross Rental
Valuation minus the amount of vacancies).

(5y Life Insurance Premium:— The Assessee has actually paid Rs., 1,700
for his insurance, but he can not claim the allowance for more than one sixth
of his Total Income of Rs. 9,269. The said one-sixth amounts to Rs. 1,545
which has been taken as an allowance.

(6) Properiy owned and occupied solely for business:—Where the property
is so owned and occupied, no income-tax is payable. Similarly, no charge
will be allowed to be made against the business profits by way of rent.

(7) Vouchers for Admissible Allowance: — While claiming the admissible
allowances as above, vouchers {or certified copies thereof) must be submitted
for the satisfaction of the Income-Tax Officer. These vouchers may take
the shape of acknowledgments, receipts, agreements, correspondence, etc.



CHAPTER V.

INCOME DERIVED FROM BUSINESS, TRADE, ETC.

+

1. Items allowed to be charged against Profits.

The tax under this head (business, trade, etc.” shall be payable by an
Assessee on the profits, gain or income of any business, commerce, trade,
manufacture, adventure, etc., carried on by him, subject to the following items
allowed to be charged against such profits, by \\a3 of expenses and losses
arising out of the business:—

{a) Expenses.—

(1) Cost of repairs to premises used for business, when this is not
allowed to the tenant (Assessee) to be deducted from rent by the land lord.
If partly used for dwelling house, proportionate amount only will be allowed.

(2) Interest on loans borrowed for the purposes of the business, at a rate
per cent. not varying with the profits,

(3) Fire Insurance premium for buildings, plant, machinery, furniture,
stock, stores, etc.. used for the purpcses of the business.

(4} Current repairs to buildings, furniture, machinery or plant.

(5) Land revenue, local rates, or municipal taxes in respect of the
premises used for the business, if agreed to with the landlord and not deduct-
ed from his rent. Any sum paid on account of any cess, rate or tax, varying
with or based upon profits or gains will, however, be treated as an appropria-
tion of profits and not allowed as expenses,

(6) Revenue expenditure incurred in the ordinary course of regular
business, and solely for the purpose of earning such profits.

(b) Losses,m

(1) Bad debts actually written off. Estimated reserves for them would
not be allowed to be charged against profits.

Note.—Advances to a subsidiary company by the parent company are
investments, and losses of such advances could not, therefore, be allowed Re;
English Crown Spelter Co. vs, Baker,
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In a money-lending business, irrecoverable loans written off can be allowed
as "'Bad Debts,” such a loss being that of stock-in-trade.

(2) Depreciation of building, plant, machinery or furniture, not exceed-
ing 57 on plant, machinery and furniture and 237 on bnildings (on the original
cost thereof to the Assessee.) If in any one year, the full allowance admissible
cannot be allowed, it can be carried forward and added to the amount claimed
in the subsequent period.

Hlustration:—A lathe was purchased by a Company on Ist January 1922
for Rs. 8,000. Suppose, profits prior to charging depreciation thereon were
Rs. 500 for 1922, Rs. 300 for 1923, Rs. 200 for 1924, Rs. 900 for 1925, Rs. 100
for 1926 and Rs. 800 for 1927, the Income-Tax Officer allowed depreciation to
be charged to Profit and Loss Accouut at 5% per annum, what would be the
amount of depreciation to be charged against the profit of 1927 ? |

Amount to be

Date. Profit. Del)t;icelition added to sub- Assessable
advantage of. d sequent profit.
epreciation.

Rs. Rs. Rs.

31-12-22 500 400 - Nil 100
31.12-23 ves 300 300 100 Nil
31-12-24 200 200 300 Nil
31-12-25 900 700 _ Nil 200
31-12-26 vee 100 100 300 Nit
31-12-27 800 700 Nii 100

The amount of depreciation to be charged against the profit of 1927 will
be Rs. 7C0.

Provided that the total of all such allowances for depreciation claimed,
in respect of any one asset, must not exceed, the original cost thereof to the
Assessee, S

Ilustration (1):—A gas engine, purchased on 1st January 1905, for Rs,
25,000, was estimated to last for 25 years. The rate for depreciation to be
charged against profits and allowed by the Income-Tax Officer was 57 per
annum.  On 31st December 1905, and thereafter at the end of ‘each year, Rs.
1,250 were charged by way of depreciation to the Profit and Loss Account pre-
pared for income tax purposes. The twentieth instalment so charged on 31st
December 1924 brought the total past allowances to a figure of Rs. 25,000,
‘Though the engine is still being used in 1925 and will perhaps last for 2
couple of years thereafter, on 31st December 1925 and thereafter, no further
amount would be allowed to be charged by way of depreciation on this
engine, against assessable profits.
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Hlustradion (2):-—A, a Sole Trader, purchased Machinery on 1st April 1925
for Rs. 1,00,000. Depreciation was allowed to A each year at 5 per cent
per annum. On 1st April 1936 the business of A is sold to B. Company,
Ltd., as a going concern, including the said machinery of Rs. 1,00,000 sold
to B. Co. Ltd. for Rs, 75,000. At what rate and on what amount 'is the B.

Co., Ltd., entitled to Depreciation on machinery acquired from A for
Rs. 75,0007

B. Co., Ltd., will be entitled to 5 per cent. Depreciation annually on
Rs 75,000 for 20 years.

Note :—Though the original cost of machinery' to A was Rs. 1,00,000,
and though A had got the benefit of Depreciation for 10 years @ 5 per cent.
yet B. Co., Ltd., is entitled to a fresh period of Depreciation, i. e. 20 years.
at 5% per annum on the actual cost of the machinery paid by B Co., Ltd,,
" irrespective of the cost and actual depreciation allowed to A.

For the purpose of obtaining an altowance for depreciation, full parti-
culars should be furnished, as prescribed by Rule 9 to the Act.

(3) Loss in respect of obsolescence of machinery, namely, the excess of
the original cost over the sum of (a) total allowance claitmed in respect of
depreciation and (b) the net amount realised from the sale of the asset.

Hlustration—~A soda-water machine, bdught for Rs. 10,000 in 1917,
became obsolete at the end of 1924, inasmuch as, owing to some new inven-
tion therein, similar machines, which would turn out double the quantity of

work in the same time as the old ones, could then be purchased for
Rs. 12,000. '

Upon the purchase of the new machine, early in 1925, the ‘old one was
sold for Rs, 2,000, Rs. 25 being the commission paid thereon. The total
amount of depreciation (allowed by the Income-tax Officer} charged against
profits from 1917 to 1924 was Rs. 4,000, Ascertain the loss sustained
through obsolescence uvon the sale of the old machine.

Dr. Old Machine Account. . Cr

1917 To Cash (purchase} Rs. 10,000 1924 By Depreciation
(total of the past) ... Rs. 4,000
1925 To Commmission Rs. 25 1925 By Cash (sale

proceed) .. Rs, 2,000
1925 By Profit and .
Loss account ... Rs. 34025

Rs. 10025 ' o Rs. 10,025
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The loss through obsolescence chargeable against profits will be Rs. 4,025,

Such a’loss will be allowed only if it is proved that the machinery had become
obsolete and for no other reason,

(4} Loss sustaired by an Assessee in respect of Animals, which have
been acquired for the purpose of carrying on the business and not for sale,
and have died or become permanently useless for such purpose. This loss
can be ascertained by deducting the proceeds of such animals, or their car-
casses, from the original cost value thereof to the Assessee.

(5) Loss sustained by an Assessee in any one or more businesses in any
one year may be set off against his profit earned in another or other busi-
nesses in that vear. '

Where the Assessee is a hrm, and the loss sustained cannot wholly be
set off under sub-section (5) above, any member of such firm shall be entitled
to have set off against his personal income, profits or gains of the vear 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. "

Hlustration:—Firm of A, B and C sharing %, % and 3}, respectively, own
two subsidiary concerns.

Firm’s profits for 1935 in Oriental Hardware Co. Rs. 15,893.
Firm’s loss for 1935 in Western Cycle Stores Rs. 16,493.

C also owns a house, assessable income whereof is Rs. 5,095, and has no
other source of income.

Firm is not liable to any tax. On the contrary, the amount of loss in one
business which could not be set off against the loss in the other one is
Rs. 600 C’s share wherein being Rs. 100.

C is liable to tax on Rs. 4,995 only, after deducting his proportionate
loss of Rs. I00 from his property income of Rs, 5,093, and that too at 6% pies
i the rupee.

Nole.—Such expenses and losses would be allowed only so far as they
relate to the accounting period. No prepaid items would be so allowed.
Personal or private loss cannot be set off against a share in the income of an
unregistered firm.
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Capital Profits.

The taxable or assessable profits will not include any profit of a capita"l
nature, e. g., profit on the sale of a fixed asset or a part thereof, profit on the
re-issue of shares, premium on issue of shares, debentures, etc.

3 Losses and Expenses not allowed to be charged against Profits.

The following items should not be charged against profits, inasmuch as
they are either expenses and losses not incurred in the course of regular
business, or that they are mere appropriations of profits, namely—

(a) Expenses and losses not incurred in the course of regular business:
1. Capital loss on the sale of a fixed asset.
2. Loss on speculation or gambling transaction.

3. Capital expenditure in the shape of renewals or replacements,
which go to increase the value of an asset. Replacement of dental
and surgical instruments is allowed in Profession, in lieu of
erreciation.

4. QGifts, charities, presents, etc.
5. Commissions of irregular nature, e. g, bribes, tips, etc.

6. Any other expenditure not incurred in the ordinary course of
regular business.

Note.—Casnal or Speculation Losses.—1It is contended that if casual profits
are regarded as assessable, it is fair that casual Josses of a similar nature should
be allowed to be charged against such profits. This is usually allowed in the
case of dealers on the Stock Exchange, who have entered into speculative
transactions, where they would be allowed to set off such losses sustained
against profits so made.

A layman, who occassionally enters into Stock Exchange transactions, is
not usually expected to include speculation profit in this return, nor is he
allowed to charge speculation loss against his profit or income. If, however,
he is continuously dealing in such transactions, he is regarded as a profession-
al speculator, and his speculation profits would become assessable, while his
speculation losses may be allowed by the Income-Tax Officer to be charged
against profits from other sources.

(b) Appropriations of Profits 1— _
1. Interest on proprietor’s or partner’s capital accounts.

2. Partner’s management salaries.

E
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3. Household expenses and drawings for personal or pri‘va_te use,

4. Income-tax and super-tax C

5. Bonuses paid not subject to a contract of employment.

6. Bad debts and discounts not actually written off, e. g., reserves for

bad debts and discounts provided in anticipation.

7. Amount transferred to reserves and other {unds.

Note.—Income-lax, an appropriation of Profis—Income-tax is not a
necessary expense incurred for earning profits, but oune incident in the
distribution of profit after the latter has been earned.

Legally, income-tax is an appropriation of profits and not a charge
thereon, although in the majority of cases it is treated as such in the accounts
Of Trading Concerns, inasmuch as it is charged to the Profit and Loss
Account and not to the Profit and Loss Appropriation Account.

Besides, it will appear from the following case, that income- tax has been
treated as an approprlatlon for the purpose of computmg profits, on which
commission may be allowed to the agents of a company, (hence directots,
managers and others also) by way of a percentage thereon., The case under
question was Suit No. 930 of 1916, of the Bombay High Court, namely,
Purshottamdas Harkisondas ws, The Central India Spinning, Weaving and
Manufacturing Company, Limited, wherein the Honourable Mr,  (now Sir)
Justice Marten held that “Under the Indian Income-Tax Acts. as well as the
English Acts, income-tax is in effect paid by a company, on behalf of its share-
holders and if that is so, the English decision upon the question of the
deduction of income-tax, before the caiculation of agents’ commission, will be
applicable in India as in England.” Upon the basis of the above decision, the
commission of company-agents, directors, managers' and others is calculated
on profits before income-tax is charged there against. I[ncomeé-tax should
therefore be debited to profit and Loss Appropriation Account. C

4 Retufn of Income.

“(a) Limited Companies—The principal officer of every company -shall
prepare, and, on or before the 15th of June in each year, furnish to the
Income-tax officer, a return in the form prescribed by Rule 18 to the Act and
verified in thé words at the foot thereof of the total income of the company-
during the previous completed year. o



35

Notice calling on a company for a return of total income with the
profit and loss account under section 22 of the Indian Income-tax
Act, 1922, and for a return of names and addresses of share-
holders under section 19A of the same Act.

INCOME-TAX OFFICE,

Dated 193 .

To

1. You are hereby reminded of the provisions of section 22 (1) of the
Indian Income-tax Act, 1922, under which you are hereby required to pre-
pare 2 true and correct return of total income in the attached form, so far as
it is applicable to your case, and to deliver it to me at my office, duly signed
by you as the principal officer of the company, on or before the 15th of June
193

2. The return should be accompanied by a copy of the profit and loss
account referred to therein.

3. For the purposes of obtaining an allowance for depreciation under
Section 10 (2, (vi) of the Indian Income-tax Act, 1922, you are required to
furnish particulars to the income-tax office in the attached form.

4, You are also reminded of the provisions of section 19A of the Indian
Income-tax Act, 1922, which require you to submit on or before the 15th
June 19 a return in the prescribed form and duly verified of the names and
addresses of the shareholders to whom payment has been made of a dividend
or aggregate dividends exceeding Rs. 10,000 during the period 1st April,
19 to the 31st March 19 .

5. You are also required under Section 20A of the Indian Income-tax
Act, 1922, to furnish on or before the 15th of June 1936 a similar return in
the prescribed form and verified in the prescribed manner of the names and
addresses of all persons to whom you have paid interest or aggregate interest
{not being "Interest on Securities”) exceeding Rs, 1,000/- during the financial
vear ended 31-3-1936 together with the amount paid to each such person.

Income-tax Officer.
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Form of Return of Total Income of a Company under Section 22(1) of
The Indian Income-Tax Act, 1922,

Income-tax year 193 —193 .

Name of Company

Its principal place of business

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

Rs. a.
Income, profits or gains as per profit and loss
account for the year ended 19

Add any amount debited in the accounts in res-
pect of—

Reserve for bad debts

Sums carried to reserve for prov1dent or

other funds.

Expenditure of the nature of charity or

presents.

Expenditure of the nature of capital ...

Income-fax or super-tax ...

Rental value of property owned and

occupied.

Cost of additions to, or alterations, ex-

tentions, improvements of, any of the

assets of the business

N oM w N

8. Interest on reserve or other funds

9. Losses sustained in former years

10, Losses recoverable under an insurance
or contract of an indemnity,

11. Depreciation of any of the assets of the
business.

12, Expenses not incurred solely for the
purpose of earning the profits

e b

TortaL o

Deductl—Any profits included in the accounts
already charged to Indian income-tax
and the interest on securities of the
Government of India or local Govern-
ments declared to be income-tax free.

BALANCE ves

[P T.O.
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If the Company owns any property not occupied for the purposes of the
business a statement in the form prescribed in the schedule overleaf should
be attached with particulars of the credit and debit on account of such
property entered in the accounts.

Declaration.

1, the : (Secretary, etc , see section 2(12)
of the Act) of the (Name of Company),
declare that the information against each head in this return is correctly
given as shown in the books of the Company as also in the accounts which
have been duly audited by the auditors of the Company and which have been

adopted by the shareholders of the Company.

Signature

Designation

Date : 19

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

N.B —This return must be accompanied by a copy of the profit and loss account
referred to above,



= Serial number
) Z
[=]
e 8
=58
o
m
» =% o
285~
§8 3z
asEE
oy B
@ IR
[]
=228
8.8
YEg9
o ® o™
e &B
o b
BT m
SEEE
»
In the case of municipalities
the name of person in
e whosa name the properiy
stands in the municipal re-
gisters
e Whether the property is oceu-
pied by owner or is let
o Annual letting value of the
property
= Period during which tho pro-
e perty remained vacant
-y Amount of rent actually rece-
ived for the property, if let
One-sizth of the annual
@ letting valne shown
in column 6
Premium paid t> insure
=) the property against
damags or destruction
Enterest paid on a mort-
= gage or charge on the
property
— Ground-rent paid for E
= the property g
- a
— Land revenue paid for g
™ the property =
n
% Collection charges paid
_. Amount olaimed on
t; account of property
remaining vacant
~ Total of columns 8 to
had 13A
H
5 25
i
o

8¢

*JES[19A0 0) Palidjel I[UPLYDS



Form for the purpose of obtaining an allowance for depreciation under proviso (ar) to section 10 (2) (vi)
of the Indian Income-tax Act, 1922.

Description of

Capital expenditure
during the year for addi-

Dste from which used

Particulars (including original oost,
depreciation allowed, and value rea

¢ . . lised by sale or serap value) of obso- ‘
buildmgsl. m:l gl:l O::logsltn al tions, alterations, for the purposes of lete machinery, plant or furniture REMARES. .
“efl‘? ’ Ptan : improvemen ts the business. sold or discarded during-the year,
roituare. and extensions. - with dates on which first brought
into use and sold or discarded.
1 1A 2 3 4 5
Rs,
I, declare that to the best of my information the buildings, machinery, plant

and furniture described in column 1 of the above statement were the property of

Place

Date

193 .

Signature
Designation

. during the year ended
and that the particulars entered in the statement are correct 'and complete.

6%
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(8) Firms, Hindu undivided family, any other association of individuals
not being a firm, or individuals—Where the total income is in the Income-tax
Ofticer’s opinion liable to Income-Tax, the Income-Tax Officer shall serve a
notice upon the Assessee requiring him to furrish, within such period, not
being less than 30 davs, as may be specified in the notice, a return in the form
prescribed by Rule 19 to the Act and veritied in the words at the foot thereof,

setting forth in detail the particulars {as provided for in the notice) of his
total income from various sources during the previous year.

If any person has not furnished a return within the time allowed by or
under the above para, or having furnished a return 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,

The Income-Tax Officer may serve on the principal officer of any com,
pany or on any person upon whom a notice calling for a return of income has
been served a notice requiring him on a date to be therein specified to produce
or cause to be produced, such accounts or documents as the Income-Tax
Officer may require.

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

If the returns stated in paras. {a) and (b) above are not sent in, the
Income-Tax Ofhcer shall make the assessment to the best of his judgment,
‘whereafter an appeal will not be entertained.
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Notice under sections 22 (2) and 38 of the Indian Income-tax Act, 1922.

(For assessees other than Companies.)

No,

INCOME-TAX OFFICE,

 Dated ' 193

To

1. In pursuance of the provnslons o[ section 22 (2) of the Il]di?l.l] Income-
tax Act 1922, you are hereby required to prepare a true and correct statement
of your firm's total income during the previous year in the attached form and

. . . you
to deliver it to me at my office duly signed by you on bebalf of your firm
on or before 193 |, or within 30 days of the

receipt of this notice (should the former date be less than 30 days after the
receipt of this notice),

2, The inconme to be returned is the total income from all sources
during the “previous year”, i.¢., either (i} the twelve months ending on the 31st
March 1936, or (it) if the accounts have been made up within the said twelve
months in respect of a year ending on any other day than the said 31st
March 1936, then, at your option, the year ending on the day up to which the
accounts have been so made up, or (iii) a period determined by the proper
authority under clause (b}, sub-section (ii) of section 2 of the Act This
option, if it has been exercised by you on a previous occasion, cannot, how-
ever, be again exercised now so as to vary the meaning of the expression
“previous year” as then applicable to you except with my consent.

3. (To firms only)., 1If you wish your firm registered or re-registered
under section 2 (14) of the Act and rules 2 to 6, an application signed by one
or more of the partners, in the form and with the accompaniments prescribed
in the rules, may be submitted at any time before the assessment is made, [t
is desirable, however, that it should accompany your return of income,

F
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4. The form contains the instructions required for the preparation of
the return. If you desire any further information, you should apply to this
office. '

5. 1f you wish to make any claim for depreciation under section 10 (2)

(vi) of the Indian Income-tax Act, 1922, you should furnish the necessary

particulars in the prescribed form, a copy of which may be obtained from my
office. :

6. 1f you represent a Firm or a Hindu undivided family, you are hereby
required under section 38 to submit with this return a statement giving the
names and addresses of the members of such firm or of the Manager and
adult male members of such Hindu undivided family as the case may be.

If you are a partner in any firm or firms you are required to furnish with
this return a statement giving the name or names and address or addresses of
such firm or firms.

7. The amount paid by you as thathameda during the preceding
financial year should be shewn in your return and your recelpt attached
A-deduction in respect of the thathameda paid will be allowed in’ case you are
found liable to pay income-tax,

Income-Tax Officer.



Form of Return of Total Income for Individuals, Firms, Hindu Undivided
Families and other Associations of lndnnduals Under Section 22 (2)
of the Indian lncome tax Act, 1922

Nawme of assessee
Designation
Address

43

Income-tax year:193

—193

Statement of tolal Income during the previous year,

1

Sources of incoma.

2

Amount of profits
or gains or income
during the previous
year.

3

Tax already
charged on
the income,

1. Salaries (including wages, annuity,

1A,

lBl

10.

pensien, gratuity, fees, commi:-
-aton, allowancesg, pe*quisites, in-
oluding rent-free guarters) or
profits received in lieu of, or in

addition to, salary or wages ... [See note {1)]

The contributions made by an
employer to the accounts ina
recognised provident fund of the
_person making the return cos

The interest acerniug to the ac-
count mentioned in 1A which Is

not exempt from incomne-tax {Sectioa 58 F(2)]

Interest on securities (including

debentures) already taxed [See note (2)]

Interest on securities of the Go-

vernment of India or of local
(Gtoveroments declared to be
income-tax free

Propertv as shown in detail in
Schedule A s

Businass, trade, commerce, manu-
faoture, or dealing in property,
shares or aecurltlea (details as in
note 5)

Profession s, s

Dividends from companies (net) ...

Interest on mortgages, loans, fixed
deposits, current accounts, ete,

Ground rent .

Any source other than those
mentioned above including any
income earned in partnership

(3)
(4)

6}
(6)
N

with others . [See note (8)]

Total

e

Ru.

Rs,
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1 2 3
. ‘ Amounts of profits| Tax already
Souroces of income, or gaing or income charged on
during the previous| the income.
yoar.
Rs. RS. &,

Deductions claimed—

(a) on account of ijosurance
premia

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

{¢) on account of contributions
to a recognised provident
fund [section 584 fa)]

(d) others o vee

I declare that to the best of my knowledge and belief the information
given in the above statement is correct and complete, that the amounts of

income shown are truly stated and relate to the year ended

and that no other income accrued or arose or was received by

me 1
the firm . . the firm : H
ihe famny  Juring the said year and that 5 7 -n- had during the said
the association the gssociation

year no other sources of income.

Date Signature
N. B. (a) Income accruing o you oulside British India veceived in Brilish
India is liabte to taxation, and smust be entered by you in the form.

() All income from whatever source derived musl be entered in thc form,
including income received by you as a partner of a firm. |
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Note 1,—In column 2 should be shown the gross amount of salary and
not the net amount after deductions on account of income-tax, provident
funds, etc.

Note 2.—"Interest on securities’”” means the interest on promissory notes
or bonds issued by the Government of India or a local Government, or the
interest on debentures or other securities for money issued by or on behalf of
a local authority or company. Where income-tax has been deducted from
the interest, or where the interest has been paid income-tax free, the amount
of tax so deducted or paid should be added to the amount of interest actually
received, and the gross amount so arrived at should be entered in column 2
of the statement. The term “interest on securities” does not include interest
on fixed deposits or mortgages or other loans, which have to be shown
under heading 8.

The interest on securities of the Government of India or of local Govern-
ments declared to be income-tax free should be shown under head 3. Those

which are not declared to be income-tax free should be included under
this head.

Entries under this head must be supported by the certificate issued by
the person or company paying the interest under section 18 (9) of the Act.

Note 3—{a) The income-tax payable on the interest receivable on a
security of a local Government issued income-tax free is payable by the local
Government and not by the holder of the security,

(6) Only the interest on securities of the Government of India or of a
local Government declared to be income-tax free should be entered against
this head. Such interest will not be charged to income-tax, but it must be
included in the statement of total income in order to ascertain the rate of
income-tax chargerble on other income. [f is chargeable fo super-tax.

(c) Particulars of any interest on securities issued by other authorities
stated to be free of income-tax should be entered against head 2, as income-
tax on such interest is actually paid by these authorities on behalf of the
recipients.

Note 4.—The tax is payable under this head in respect of the bona fide
annual value of any buildings or lands appurtenant thereto, of which you are
the owner, other than such portions of such buildings and lands as you may
occupy for the purpose of your business,
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Note 5.—(a) Where you keep your accounts on the mercantile accountancy
or baok profits system, you must fite a return in the following form: —

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

Rs." a.
Income, profits or gains as per Profit _and Loss Account for thej '
year ended........ «ee193

Add any amount debited in the accounts in respect Qf—— _
1. Reserve for bad debts

Sums carried to reserve for provident or other funds

2,

3. Expenditure of the nature of charity or presents

4, Expenditure of the nature of capital
5. Income-tax or super-tax
6. Drawings or salary of proprietor or partners

7. Rental value of property owned and occupied -
8, Cost of additions to or altera'tions, extensions, im-

provements of, any of the assets of the business

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

10. Losses sustained in former years |

11. Losses recoverable under an insurance or contract of
indemnity _

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

13. Private or personal expenses and expenses not incurred
solely for the purpose of earning the profits

Total ...

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

Balance . -

(Signature of the person making the return.)

Daje)____ 193 ,




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

(#) Property owned and oucupled by the owner of a busmess for tl*e
purposes of a business;

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

(i1i) Interest on the capital of the proprietors or partners of the
business;

(jv’ Bad debts not actually written off in the accounts;
(v) Losses sustained in previous years;
(vi) Reserves of any kind;

(vif) Sums paid on account of the income-tax or super-tax ot any tax

| levied by a local authority other than local rates or municipal
taxes in respect of the portion of the premises used for the ptjr-
pose of the business;

(¢7#) Any expenditure of the nature of charity or a present;
() Any expenditure of the ﬁafure of capital;
(#) Any loss recoverable undex.'.an insurance or a contract of indemnity!
(#7) Depreciation of any kind othef than that specified in the Aét;
(xif) Drawings of salaries of the proprietors or the partners;
(x44i) Private or personal expenses of the assessee;

(xiv) Any expenditure of any kind which is not incurred solely for the
purpose of earning the profits.

If you have included any such sums in your expenditure in your booi(;,;.
you must exclude them from the expenditure permissible for the purpose of
arriving at your taxable profits.

(c) You are also required to attach a statement showing the sums
charged in your accounts under the provisions of section 58K (2).

P S P
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Nole 6.—The income, profits or gains .shall be computed after making
allowance for any expenditure { not being in the nature of capital expenditure)
incurred solely for the purpose of such profession or vocation, provided that
no allowance is made cn account of any of your personal expenses. Profes-
sional fees received by you in any part of India (whether within British India
or not ) must be included by you in your receipts. a

Note 7.——Income-tax chargeable on the profits of companies is paid by
the companies, so that the dividends received by the shareholders represent
the net amount remaining after any income-tax due by the company has been
paid. This amount should be entered in ¢olumn 2 of the statement. The
proportionate tax will be added in the Income-tax Office.

If the rate of lax applicable to your total income is less than the rale of lax
applicable lo the profits or gains of the company at the time of the declaration of
such dividends, you may, by altaching the company’s certificate received with the
dividends have the excess collecied on your dividends from the company set against
the tax payable by you on your other income instead of hcwmg fo apgbly separalely
for a refund

Nofe 8.—Agricultural income from land not paying land revenue or loca
rates to an authority in British India should be included under this head.

Note 9.~-Deductions from total income can only be made for insurance
premia in respect of insurance on your own life or on the life of your wife, or
in respect of a contract for a deferred annuity on your own life or on the life
of your wife. No deduction is permissible in the case of any other form of
insurance except in the case of Hindu undivided families where deductions
are permissible on account of premia paid in respect of insurance on the life
of any male member of the family or of his wife. The original receipt or the
certificate of the insurance company to which the premium was paid must be
attached to the return.
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{¢) Ilustrationi—From the following particulars of the income of
Dr. M. N. Navsariwalla, of 103, Cumballa Hill, prepare the Annual Return {oF
Income-Tax Assessment for 1936-37.

He is the Secretary of the X. Y. Drug Manufacturing Company, Limited,
where he receives, (for part-time appointment) a monthly salary of Rs. 350
(less tax, at 7 pies i.e. 6 pies + % surcharge in the rupee}. He holds 15
shares of the Imperial Bank of India of Rs. 500 each yielding a dividend of
15 per cent (free of tax); and 10 shares in the Merchant Manufacturing Com-
pany, Limited, of Rs. 1,000 each, carrying a preference dividend of 6 per cent.
(less tax) He has contributed to the 5 per cent. War Loan (free of tax) to
the extent of Rs. 20,000 and the 3% per cent. Government Loan up to
Rs. 10,000,

During his spare hours, he practises as a medical man (Hakim), at 35,
Grant Road, the net annual income of the practice being Rs. 817. He has
advanced Rs. 5,000 to his uncle B. Sorabji, on mortgage of property at 73
per cent. and, Rs. 4,000 on 6 per cent. debentures in the Islam Mills, Limited.
He owns a property at Gowalia Tank Road the rateable value whereof as per
Municipal bill is Rs, 4,500 and the admissible ‘allowances therefrom are
Rs. 1,782, He also holds 5 shares of 200 Francs each in the Paris. Diamond
Mining Company, Limited, wherefrom he receives an annual dividend of 90
Francs (collected and credited to his account by his Bankers at Rs. 56). He
has two-thirds share in the Registered Firm of Merwanjee & Bilimora, of 381,
Hornby Road; the taxable income of the firm amounts to Rs. 7,200 (the Firm
being separately taxed at 26 pies + 1z Surcharge ). He has also entered
into a joint venture with B, contractor in a consignment of some mining ore,
which results in a net profit of Rs. 900. He is a Director in the Mehta
Chemical Company, Limited where he gets Rs 20 for every meeting attended
by him. As he is avery busy man, he attended only nine of such meetings
during the year.

He also owns a plot of land at Sewree, the ground rent whereof is receiv-
ed at Rs. 41 per annum. He has been insured with the Reliable Insurance
Society, for which he pays annually Rs. 795 by way of premium, He aslo
subscribes annually Rs. 350 towards the provident fund which has been regis-
tered under the Provident Funds Act, 1897,) of his Drug Company where he,
is employed as a Secretary, but this amount was not deducted through over-
sight while calculating the tax paid on such salary.
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Annual Return of Dr. M. N Navsariwalla (1936-37 Assessment year),

Amount of
gﬂfr??t;oi:,_ Tax already
Sources of Income come during ;:llllar_ged on
the previous € mcome
year
Rs. Rs, 4. p.
1. SaLarieEs, WAGES, ETC.—S8alary as Secretary
of the Drug Manufacturing Company e 4,200 153 2 0
(@ 7 pies.)
2, INtEREST ON SEcCURITIES (including deben-
tures) already taxed—
67 Debentures of the Islam Mills, Limited. 240 3715 0
(@ 26 pies +
& Surcharge.)
3%/, Government Paper (less tax) . 350 55 5 0
(@ 26 pies +
4 Surcharge.)
3. INTEREST ON SECURITIES of the Government
of India or Local Governments declared to
be Income-tax free, viz. on 57. War Loan... 1,000 Nil
4, PROPERTY as shown in detail in Schedule
A—
Annual Letting value {gross} ... Rs. 5,000 } 3218 Nil
Less admissible allowances .. ,, 1,782 "
5. Busingss, TrRaDE, ETC.—Income from the
Firm of Merwanji & Bilimoria 4,800 704 3 0
(@ 26 pies +
¢ Surcharge.)
6. ProrFEssioN.—Net income from Medical
practice .o 817 Nil
7. DIVIDENDS FROM JOINT Stock Cos., ETC.—
(a) FREE OF INCOME-TAX.—Imperial Bank
Shares 1,336 211 1 0
(h) INCOME-TAX  DEDUCTED,— Merchant
Manufacturing Company shares 609 94 13 0
(@ 26 pies +
1 Surcharge.)
8. INTEREST ON MORTGAGE, ETC.—On Mortgage
at 7% per cent. 375 Nil
0. GrouD ReNT.-—-From a plot of ground at
Sewree 41 Nil
10, ALL OTHER INCOME, ETC.—
(a) Directors’ fees s 180 Nil
(b) Profit from joint venture .. 900 Nil
{c) INcoME oUTSIDE BRITISH INDIA, ETC.,
Paris Diamond Mining shares 56 Nil
Grand Total ... 18,113 (1,256 7 0
e - I

— R e
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Amount of
Sources Gross tax deducted
amount .

at source

. Rs. a. p. Rs. a. p.
Deductions claimed on account of :—

"~ (a) Life Insurance Premium ... wel 795 0 0
(h) Subscriptions to Provident Fund .| 350 0 0
1,145 0 0O

1 declare that to the best of my knowledge and beliei, the Information
-given in the above statement is correct and complete, that the amounts of
income shown are fruly stated and relate to the year ended 31st March 1936
and that no other income accrued or arose or was rcceived by me during the
said year and that I have no other sources of income,

(Signature) M, N. Navsar’iwalla.
Date 5th June 1936,

5. Assessment.

If the Income-Tax Officer is satisfied that a return mentioned in the
foregoing para, is correct and complete, he will assess the total income of the
Assessee, and determine the sum payable by him on the busis of such return.

6. Set off of a Loss in computing Aggregate Income.

Where any Assessee sustains a loss of profits or gains in any year under
any of the heads of income assessable, he shall be entitled to have the amount
of the loss set off against his income, profits or gains under any other head in
that year.

‘Where the Assessee is a firm, and the snstained loss cannot wholly be set
off under the above para, any member of such firm shall be entitled to have
set off against his personal income, profits or gains of the year in which - the
loss was sustained, in respect of which the tax is payable by h'im. such amount
of the loss not already set off as is proportionate to his share in the firm.

The amendments made in Section 24 extend to minors, who have been
admitted to the benefits of partnership in a registered firm, the benefits
hitherto enjoyed by the members of such firms.

The minor or minors, who have been admitted to the benefits of partner-
ship in a registered firm assessed before the passing of this Act, shall not be
gntitled {o the rights or privileges given by this amendment of the Act.
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7. Inspection of Books, Accounts, ete.

If the Income-Tax Officer has reason to believe that a return made under
para. 4 above is incorrect or incomplete, he will serve, on the person who
made the return, a notice requiring him, on a date to be therein specified,
either to attend at the Income-Tax Officer’s office or to produce, or to cause
to be there produced, books, accounts and documents or any other evidence
on which such person may rely in support of the return.

Any Assessee who is entitled or required to attend before any Income-
Tax Officer in connection with any proceedings under this Act, may attend
either in person or by any person authorized by him in writing in this behalf.

On the day specified in the notice, or as soon afterwards as may be,
the Income-Tax Officer, after hearing such evidence as such person may
produce, and such other evidence as the Income-Tax Officer may require on
specified points will, by an order in writing, assess the total income of the
Assessee and determine the sum payable by him, on the basis of such
assessment.

If the Assessee fails to attend or to produce the necessary evidence, efc..
as required above, or to return the form as required in para. (4) above the
Income-Tax Officer will make the assessment to the best of his judgment,

No appeal shall lie against such assessment,

Form B.

Notice under section 23, sub-section 2 (and section 22, sub-section 4} of the
Indian Income-tax Act, X1 of 1922,
_ (For use where a return has been made.)

No.

Dated the 193
To '

To enable me to test the correctness of the return of your income furni-

Sub-section 1

shed by you under section 22, Sub-section 2 of the Act for the year ending
. Sub-section 3

I hereby require you to attend at my otfice at at on

. . d

in person or by representative (3—'2; to produce or cause to be produced
at the said place and time the accounts and documents specified overleaf and
any other evidence on which you may rely in support of the return.)

Wilful failure to comply with this notice will entail the forfeiture of your
right of appeal under section 30 (1) of the Act and will render you liable to
prosecution under section 51, sub-section (d), of the Act.

Income-Tax Officer,
Particulars of accounts and documents:—
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Form A.
Nolice under section 22 (a), of the Indian Income-tax Act, X1 of 1922,

(For use where a return has not been made).

No.
Daled the 193

To

With reference to the return of income due from you under gection 22, sub-
seotion 1,

In continuation of my notice served on you on calling cn you to
make a return of your income under seotion 22, sub-section 2,

of the Act for the year ending I hereby require you to pro-
duce or cause to be produced for examination at my office at
on the accounts and documents specified below.

Wilful failure to comply with this notice will entail the forfeiture of your
right of appeal against the assessment under section 30, sub-section 1, of the
Act and will render you tiable to prosecuticn under section 51, sub-section
(d), of the Act,

Income-Tax Officer.

Particulars of accounts and documents +—

Summons to witness under Section 37 of the Indian
Income-Tax Act, 1922,

Dafted 193 .

To

WHEREAS your evidence is necessary in the matter of the assessment of
the income of you are hereby required to attend
with the documents noted below at my office at on
the day of 193 | at
there to give evidence, and not to depart until you receive my permission to
do so. Failure to so appear and give evidence is punishable under the
provisions of the Civil Procedure Code, 1908 (Rule 12 of Order XVI.)

[A sum has been deposited for your travelling expenses.].
Documents to be produced—
Income-Tax Officer.

Seal. Assist. Commissioner.
Commissioner,
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8. Assessment in case of Discontinued Business.

(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, an assessment may be made in that
year on the basis of the income, profits or gains of the period between the
end of the previous year and the date of such discontinuance, in addition to
the assessment, if any, made on the basis of the income, profits or gains of
the previous year.

Hlustration:—

Mr, Mirza started a business in Qctober 1934.

His income from October 1934 to March 1935 was <. Rs. 32,000
His income from April 1935 to March 1936 was e 29,000
His income from April 1936 to June 1936 was e 4 14,000

He closed the business in June 1936, -

He will be assessed for the first time, for 1935-36 on Rs, 32,000 and
will be exempted for 1934-35 having no income in the ‘previous’ (1933-34)
year. .

Similarly, for 1936-37, he will be assessed on Rs. 29,000, being his
income for 1935-36 (previous year.)

In addition to the above assessment on Rs. 29,000 he will also be assessed
on Rs. 14,000 for 1936-37 There wiil, however, be two separate assessments,
viz., on Rs. 29,000 at 19 pies + {5 Surchhrge and on Rs. 14,000 at 12 pies
+ 1% Surcharge in the rupee.

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

(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 ot the income, profits and
gains of the period between the end of the previous year and the date of such
discontinuance, and the Assessee may further claim that the profits and gains
of the previous year shall be deemed to have been the income, profits and
gains of the said period. Where any such claim is made, assessment will be
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tnade 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 will be given of the difference.

Hluslration :—
Mr. Spilling commenced business in 1916,
His income from April 1933 to March 1934 was
His income from April 1934 to March 1935 was
His income from April 1935 to June 1935 was

Evidently, he closed his business in June 1935.

He was assessed for 1934-35 on .

we Rse  1,00,000
we 2,00,000
v 50,020

e 1,00,000
Do. 1935-36 on oo s 2,00,000

There will be no assessment for 1936-37, because the business was not
in existence in that year, On the contrary Mr, Spilling might claim an
adjustment, to be taxed on Rs. 50,000, instead of on Rs. 2,00,000 for 1935-36.
If he has already paid the tax on Rs. 2,00,000, he will claim a refund; other-
wise, he will be assessed on Rs. 50,000 only, '

If, on the other hand, his profit of 1934-35 was only Rs. 10,000, he
would be satisfied with the assessment on that sum for 1935-26. Under no
circumstances, will there be an assessment on him for 1936-37.

(4) Where an assessment is to be made under sub-para. {1) or sub-
para. {3), the Income-Tax Officer may serve on the person whose income,
profits and gains are to be assessed, or, in the case of 3 firm, on any
person who was a member of such firm at the time of its discon-
tinuance, 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 issued under
that sub-section.

9, Assessment after partition of a Hindu Undivided Family.

(1) Where, at the time of making an assessment under section 23, it is
claimed by or on behalf of any member of a Hindu family hitherto 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 satished 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 before the end of the
previous year, he shall record an order to that effect: - '



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

(2) Where such an order has been passed, the Income-Tax Officer shall
make an assessment of the total income received by or on behalf of the joint
family as such, as if no separation or partition had taken place, and each
member or group of members shall, in additicn 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 accordingly on the
various members and groups of members in accordance with the provisions of
section 23 :

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

Hlustration (1):— A, B, C and D are members of a Hindu Undivied Family
and the income of the family for the year ended 31st March 1936 is as
follows:—

Income from properties Rs. 12,000

Income from business . s 20,000

Before the assessment is made for the year 1936-37 a request is made to the
Income-tax Officer intimating that a partition of the Joint Family Property
has taken place. The partition is acmitted. Show how the assessment of
the family shall be completed for the years 1936-37.

Where an order under Section 25A of the Act to the effect that a separa-
tion of the members of the Family has taken place and that the joint family
property has been partitioned among the various members A B C & D in
definite portions, has been passed, the Income-tax Officer shall make an
assessment of the total income of Rs. 32,000 received by or on behaif of the
joint family of Messrs. A B C & D as such. as if no separation or parti-
tion has taken place and each member A, B, C, D shall in addition to any
income-tax for which he may be separately liable, be liable for a share of the
tax on the income of Rs. 32,000 according to the portion of the joint family
property allotted to him. The family will be assessed for 1936-37 at 23 pies
+41/12 surcharge in the rupee on Rs. 32,000 and if each of the members A. B,
C & D has been allotted equal share of the joint family property, he will be
liable to pay equal share of tax levied on the family on the total income for
1936-37,

H



Hlustration (2):—A, B, C & D are members of 2 Hindu Undivided Family
and the Family’s income for the year ended 31st March 1936 is as followsi—

Income from Property e e« Rs. 12,000
» » Business o we v 20,000

A representation is made to the Income-tax Officer-. that the family
property has been partitioned, and the said representation is admitted.
Before the Assessment Order is passed for the year 1936-37, Mr. X is
admitted as a partner in the business of the family which has been registered.
The partners share profits equally. Show the assessment of the family and of
A, B, C, D and X for the year 1936-37.

Since Mr. X is admitted as a partner in the business of the family, the
provisions of Section 26 (2) of the Act will apply, as there is a succession
within the meaning of that Section as far as the business income is concerned.
Hence Messrs. A, B, C, D and X will be assessed on their share of income
from business separately. The firm will be assessed at the maximum"fate"_,
i. e., at 26 pies+ 1J12 surcharge on the whole income of Rs. 20,000; and the
partners A, B, C, D and X will be entitled. to refund of tax paid by the
Registered Firm as their share of income therefrom, if the rate applicable to
their total income from all sources is lower than the maximum rate.

As regards property income, the family will be assessed: on Rs. 12,000
and the total tax will be recovered from the members in the proportion in
which the family assets are divided among them.

Ilustration (3) :—A, B, C, and:D are members of Joint Family and the
income of the family for the year ended 31st March 1936 is as under :—

Property . Rs. 12,000 '
Business ... i’ - 20,000

A representation is made to the Income-tax Officer that the family
property has been partitioned, and the representation is admitted. Before
the Order of Assessment for one year 1936-37 is passed, a change in
the constitution is effected in the business hitherto carried on by the family
by which A and B retire and C and D enter into a fresh agreement of part-
-nership which is submitted for registration for the year 1936-37 assessment.
Show the assessable income of the family and of A, B, C, and D for the year
1936-37.

At the time of pattition, the business is disposed of to two members of
the family, and what is realised thereform is tredted as part of the joint
family property for the purpose of partition; and as such the provisions of
Section 26 (2) of the Act will apply, as there is a succession within the
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meaning of that Section as far as the income from business is concerned. The
firm of Messrs. C and D will be assessed at the maxium rate i. e, 26 pies +
1/12 surcharge on Rs. 20, 000, and both Messrs. C and D are entitled to claim
refund of tax paid by the registered firm on their share of income, if the
rate of tax appllcable to their total income is lower than the maximum rate,
'The family will be assessed on the total income from property amounting to
Rs. 12,000, and the total tax will be recovered from the members if the
properties ih which the famlly assets are d1v1ded '

Messrs. A and B will not be separately taxed if they have no other
sources of income,

10. Change in fhe Constitution of a Partnership.

- Where, at the time of making an assessment under section 23, it is found
that 2 change has occurred in the constitution of a firm or that a firm has
been newly constituted, the assessments on the firm and on the members
thereof shall, subject to the provisions of this Act, be made as if the firm had
been constituted throughout the previous year as it is constituted at the time of
making the assessment, and as if each member had received a share of the
profits- of that year proportionate to his interest in the firm at the time of
making the assessment.

[lustration -—

A, B and C are three partners sharing profits and losses equaily. The
profits earned by the firm of A, B and C for the year ended 31st March 1936 is
Rs. 30,000. Notice under Section 22 (2) of the Act is served on the firm of
A, B, & C for assessmhent of income for the year 1936-37. The Return of
Income is submitted to the Income-tax Officer on 15th of May 1936, There-
after a change in the constitution of the partnership takes place. A retires
from business and in his place comes one Mr. D). Incomes of A, B, Cand D
from sources other than the said firm of A B & C are as under i—

A—Income from Property - e Rs. 2,000
B— " Tax_r Free Securities .. .= .. s 2,000 .
| w. v Dividends = .., w 3,000
C—Income from Ground rent’ = .. ves »w 4,000
D—Incqme from Property S " ses w 4000

Under the New Agreement of Partnership between B, C & D which was
registered at the Income-tax Office for the year 1936.37, the partners are to
share profits and losses as under :—

B—half share, C—% and D—4. |
Show the assessable income of A B C and D for the year 1936-37



60

Since A has retired from business prior to the assessment being levied,
it is only those partners ( Messrs. B, C & D) who now constitute the firn
that are liable to be assessed. Registration of the firm has been accorded,
and as such the registered firm will be assessed at the maximum rate, thus

entitling the individual partners to claim refund of tax if paid in excess on
their share of income. )

A has no other sources of income except income from property. He
will, therefore, be assessed on Rs. 2,000 being income from property.

Incomes of B, C and D are shown as under ;:—

B. C. D.
Rs, Rs, Rs.
Share of income from the Registered
Firm (taxed at source) .. 15000 7,500 7,500
Interest on Tax Free Securities ... 2,000 Nil Nil
Dividend (Taxed) - 3,600 Nil - Nil
Income from ground rent Nil 4,000 Nil
" »w property rent - Nil Nil 4,000
Total Income ... 20,000 11,500 11,500
Less—Interest on Tax Free—
Securities e Rs. 2,000
Dividend e 4 3,000
» 5,000 5,000 Nil Nil
15,000 11,500 11,500

Taxable income at 19 pies + 1/12 sur- @ 12/ pies+ @ 12 pies
charge 112 sur- plus 1/12
charge surcharge.

Total tax paid on the share of income of the Registered Firm and on
dividend will be given set-off.

11. Change in the Ownership of a Business.

Where, at the time of making an assessment under section 23, it is found
that the person carrying on any business, profession or vocation has been
succeeded in such capacity by another person, the assessment shall be made
on such person succeeding, as if he had been carrying on the business, profes-

sion or vocation throughout the previous year, and as if he had received the
whole of the profits for that year.

Rlustration:—

A and B are carrying on business in partnership, and the profits earned
by them in the partnership business for the year ended 31st March 1936 is
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Rs. 20,000/-. The firm of A and B received notice under Section 22 (2) for
1936-37. Return of income is duly filed in and submitted to Income-tax
Office on the 15th of May 1936. On 26th of May 1936, the firm of A and B

is converied into a private Limited Company called X Co., Ltd., The income
bt A and B from other sources is as under;—

A~ Property income a Rs. 4,000
Dividends con s 2,000
B--Interest on tax free Securities » 4,000

Show the assessable income of the firm of A & B for the year 1936-37, as also
the assessable income of X Co. Ltd,, if any and also of A and B individually.

After the conversion of the firm of Messrs. A and B into a Limited
Company (X Co., Ltd.,) the firm does not exist, and as such there is no
income to be assessed in the hands of the firm of Messrs. A & B.

X Co., Ltd , will be treated as successors of the firm of Messrs. A & B and
assessed at 26 pies + 1{12 surcharge on income of Rs. 20,000 for 1936-37.

Messrs. A & B, though they were proprietors of the firm of Messrs,
A & B prior to conversion into a limited concern have now no income from
business. At the most, dividends of the X Co., Ltd., may be declared and
both A and B should generally declare the dividend amount they receive along
with other sources in the return of income. As it seems that the X Co., Ltd.,
has not declared any dividend, the position of A and B works out as under:——

A, B.

Rs. Rs.

Income from property ‘oo e 4,000 Nil

" ,» Dividend - o 2,000 "
" » Interest on Tax Free Securities. Nil 4,000
Total Income ... 6,000 4,000

Less—

Income-Tax Free s «s  Nil 4,000
Dividend taxed vor we 2,000 Nil
4,000 Nil

To be taxed at 9 pies+1/12 surcharge.
Abatement on account of dividend of Rs. 2,000/- at 17 pies+1/6 surcharge.

- 12. Cancellation of Assessment when cause is shown.

Where an Assessee, or in the case of a company the principal officer
thereof, within one month from the service of a notice of demand issued as
hereinafter provided, satisfies the Income-Tax Officer that he was prevented
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by sufficient cause from making the return required by para.(4) above or that
he did not receive the notice issued under paras. 4 {b) or (7) above, or that
he had not a reasonable opportunity to comply, or was prevented by sufficient
. cause from complying with the terms of the last mentioned notices, the
Income-Tax Officer will cancel the assessment aud proceed to make a fresh
assessment in accordance with the provisions of para (5) above.

13. Pénalty for concealment of Income.

- If the Income~Tax Officer, the Assistant Commissioner or the Commis-
sioner, in the course of any proceedings under this Act, is satishied that
an Assessee has concealed the particulars of his income, or has deliberately
furnished inaccurate particulars of such income, and has thereby returned
it below its real amount, he may direct that the Assessee shall, in addition to
the income-tax payable by him, pay by way of penalty 2 sum not exceeding
. the amount of income-tax which would have been avoided, if the income so
returned by the Assessee had been accepted as the correct i income;

Provided that no such order shall be made, unless the.As_sessee has been
- heard or has been given a reasonable opportunity of being heard.

Provided further that no prosecution for an offence against this Act shall
be instituted in respect of the same facts on which a penalty has been imposed
under this section.

An Assistant Commissioner or a Commissioner who has made an order
under the foregoing para will forthwith send a copy of the same to the
Income-Tax Officer,

14. Notice of Demand or Assessinent.

When the Income-Tax Officer has determined the tax to be payable by
an Assessee, or when an order for the payment of penalty has been passed,
as stated in the foregoing paragraphs, the Income-Tax Officer will serve on
the Assessee, a notice of demand in the form prescribed by Rule 20 to the
Act, specifying the sum so payable and the time and piace when and where
the tax is to be paid.

A notice or requisition under this Act my be served on the person
therein named either by post or, as if it were a summons issued by a court
under the Code of Civil Procedure, 1908.

Any such notice or requisition may, in the case. of a irm 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 associa-
. tion of individuals, be addressed to the prmcnpal officer thergof.



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

To

1. You have been assessed for the year to income-tax
amounting to Rs. : [in addition to which a penalty
of Rs, has been imposed ], as shown in the copy of the

assessment form ‘sent herewith.
2. You have also been assessed to super-tax amounting to Rs.
3. You are fi‘eqtiiz_'e'_d to pay the amount of Rs. A
on or before the . . . - to at
when you will be granted a receipt.

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

5. If you are dissatified w1th your assessment you may prcsent an appeal
under sub-section (1) of section 30 of the Indian Income-tax Act, 1922, to the
Assistant Commissioner of Income-tax at
within 30 days from the receipt of this notice, on a petition duly stamped in
the form prescribed under sub-section (3) of section 30 and verified as laid
down in that form. '

OUr

The assessment has been made under sub-section (4) of section 23 of the
Indian Income-tax Act, 1922, because you failed to make a return of your
income under section 22 to comply with a notice under sub-section (4) of
section 22 to comply with a notice under sub-section (2) of section 23, and no
appeal lies. But if you were prevented by sufficient cause from making the
return or did not receive the notice (s) aforesaid, or had not -a resonable oppor-
tunity to comply, or wete prevented by sufficient cause from coﬁiplying, with
the terms of the notice (s), you may apply to me within one morith‘ from the
receipt of this notice under section 27, to cancel the assessment iand proceed
to make a fresh assessment.

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

Dated 193 Income-tax Officer.
Place.

NOTE.—The superfAuous words in paragraph 5 should be deleted.



ASSESSMENT FORM.
ASSESSMENT FOR 193 -193 UNDER SECIION , Act XI or 1922.

District or Area,

Name of Assessee Number in General Index
Address "~ Number of miscellaneous record
Serial i Amount | Tax de-
No Detailed sources of income of ducted | Remarks
) income |at source
RS. RS. a.
1 |Salary (including employee’s provident
fund contributions).
1A | Annual accretion (less employee’s provi-
dent fund contribution) under section
58A ().
2 Interest on securities eee ere
3 Property
4 Business
5 Profession cen ase
6 ‘ Other sources
_ Rs. a.| Rs, [a.
() Total income . ves

(if) Deduction under section 7 (f} or on account of
provident fund, to which the Provident Fund
Aet, 1897, applies.

(iii) Deduction on account of recognised provident

fund—
(a) Contributions s
(b) Exempted interest voe |
‘(#v) Deduction on account of insurance premia -

(») Deduct sums received as dividends or from a firm
the profits of which have been charged to
income-tax.

(vi) Deduct amount of interest from tax-free securities
of the Government of India or of a Local
Government.




Rs. | a.
(¢9i) Income now to be subjected to income-tax

(visf) Rate applicable....... seses Pi€S per rupee
(ix) Amount of income-tax
‘ Rs. |a.
(#) Deduction under section 17 e

(x{) Amount of deductions at source from salary or
interest on securities for which credit is given
under section 18 (5).

(xii) Abatement on account of dividends (at...... .....
pies per rupee).

(xiii) Abatement on account of income from a regis-
tered firm (at.....s......pies per rupee).

(xiv) Net amount of income-tax (or refund)

(xv) Amount of super-tax

(X 2] N R 3

(xvi) Penalty under section 28 or section 25 (2)

(xvif) Total sum payable (or to be refunded—in figures
as well as in words).

RupeeS-u (LI XY NRINT ]I RN

ANNAB.csssvesansesassnrves

Dated 193 Income-tax Officer.

15. Appeal against Assessment.

Any Assessee objecting to the amount or the rate at which he is assessed,
or denying his liability to be assessed under this Act, or objecting to a refu-
sal of an Income-Tax Officer to register a firm under section 26A or to make
2 fresh assessment under para. (12) above, or to any order against him
under para. (8) (2) or (13) above made by an Income-Tax Officer, may
appeal in the form prescribed by Rule 21 to the Act, and verified in the
words given at the foot thereof, to the Assistant Commissioner against the
assessment or against such refusal or order. Provided that no appeal shall
lie in respect of an assessment made under Section 23 (4), as already

explained in one of the paragraphs headed “Inspection of Books, Accounts,”
etc. '

The amendment of Section 30 gives to an assessee a right to appeal to
the Assistant Commiscioner, against the refusal by the Income-tax Officer to
register a firm under Section 26-A.

1
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The new Section 50-A gives a right of appeal against a refusal to make a

refund or against an order allowing a refund of less than the amount claimed.
A special form has been prescribed for the appeal.

The appeal shall ordinarily be presented within 30 days of receipt of the
notice of demand relating to the assessment or penalty objected to or the date
of the refusal to make fresh assessment under para (12) above, as the case
may be; but the Assistant Commissioner may admit an appeal after the expira-
tion of that period, if he is satisfied that the appellant has sufficient cause for
not presenting it within that period. :

Form of Appeal against an order under Section 25 (2).

To
THE Ass)STANT COMMISSIONER OF INCOME-TAX.

The day of 93 .

The petition of of shew_éth
as follows:— ' o

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

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

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

(Signed.)

STATEMENT OF Facis.

Form of verification.

I, ' , the petitoner, named in the above petition, do
declare that what is stated therein and in the above statment of facts is true to
~ the best of my information and belief.
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Form of Appeal against an order refusing to reopen an assessment
under Section 27.

To

THE AssISTANT COMMISIONER OF R
The day of 193

The petition of of sheweth
as follows:—

1. Under the Indian Income-tax Act, 1922, your petitioner has been

assessed on the sum of Rs. for the year commencing the 1st day
of April 193

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

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

4. Your petitioner therefore requests that the order of the Income-tax
Officer may be set aside and that he may be directed to make a fresh assess-
ment in accordance with the law.

(Signed.)

STATEMENT OF FacTs.

Form of verification.

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

(Signed.)
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Form of Appeal aginst an order under Section 28.
To

THe COMMISSIONER OF INCOME-TAX.
THE AssistTaNT COMMISSIONER OF INCOME-TAX.

The day of 193

The petition of of sheweth
as follows:—

1. Under Section 28 of the Indian Income-tax Act, 1922, 2

penalty of Rs. bas been imposed on your petitioner by
th Income-tax Officer. .
€ Aggistant Commisgioner,

The notice of demand attached hereto was served

upon him on

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

3. Your petitioner therefore requests that the order of the
Income-tax Officer
Agsiptant Commissioner

may be set aside

imposing a penalty of Rs, upon your petiticre:

' Stonea.

STATEMENT OF FACTS.

Form of verification.

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

(Signed)
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Form of Appeal under Section 30 (3) of the Indian
Income-tax Act, 1922.

To

THE AssisTANT COMMISSIONER OF
The day of 193

The petition of of sheweth
as follows ;=

I. Under the Indian Income-tax Act, 1922, your petitioner has been
assessed on the sum of Rs, for the year commencing the 1st day

of April, 193 ., The notice of demand attached hereto was served upon
him 193

2. Your petitioner’s income accruing or arising or received or deemed
under the provisions of the Act to accrue or arise or to be received in British
India, for the year ending the day of 19 amounted to Rs,

3. Such income and profits actually accrued or arose or were received
during the period of months and days.

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

5. Your petitioner has made a return of his income to the Income-tax
Officer, under section 22, sub-section (2), of the Act and has complied
with all the terms of the notice served on him by the Income-tax Officer

under section 23 (2) [E;%l section 22 (4).]

Your petitioner therefore prays that he may be assessed accordingly( or
that he may be declared not to be chargeable under the Act.

(Signed.)

Grounds of appeal,

Fors of Verification.

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

(Signed.)
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16. Hearing of Appeal.

The Assistant Commissioner will fix a day and place for the hearing of
the appeal, and may from time to time adjourn the hearing.

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

In disposing of an appeal, the Assistant Commissioner may, in the case
of an order of assessment,—

(a) confirm, reduce, enhance or annul the assessment, or

(b) set aside the assessment and direct the Income-Tax Officer to
make a fresh assessment after making such further inquiry as
the Income-Tax Officer thinks fit or the Assistant Commis-
sioner may direct, and the Income-Tax Officer will thereupon
proceed to make such fresh assessment, or, in the cases of an
order under sub-section 2 of section 25 or section 28,

(¢) confirm, cancel or vary such order :

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

17. Appeals against orders of Assistant Commissioners.

Any Assessee objecting to an order passed by an Assistant Commissioner
under section 28 or to an order enhanéing his assessment under sob-section
3 of section 31, may appeal to the Commissioner within thirty days of the date
on which he was served with notice of such order.

The appeal shall be in the prescribed form, and shall be verified in the
prescribed manner. ' '

In disposing of the appeal the Commissioner may, after giving the appell-
ant an opportunity of being heard, pass such orders thereon as he
thinks fit.

The amendment to Section 32 extends the time, within which an appeal
may be made against orders of the Assistant Commissioner.
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Form of Appeal under Section 32 (2) of the Indian .
Income-tax Act, 1922.

To
Tue COMMISSIONER OF INCOME-TAX,
The  day of 193
The petition of sheweth as follows :—

1. Under section 31 (3) of the Indian Income-tax Act, 1922, the Assis-
tant Commissioner of has increased the tax payable by your
petitioner from Rs. to Rs. .

2. Your petitioner prays thal the enhancement may be set aside or
reduced to Rs. for the reasons stated below :—

(Signed.)
Grounds of appeal.

Form of Verification.

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

(Signed.)

Notice of date fixed for the hearing of an Appeal
under section g—;. Act XI of 1922,

Commissioner
tant Commissioner

IN THE OFFICE OF THE Ascin OF INCOME-TAX,

Appeal No._ of 193 -193  relaling io assessment
vear 195 -193

To, APPELLANT.

agsessmont of incoma-tax
: order of the Assistant Commiesioner
red by you in the office of ' of the ' was

Whereas an appeal against the prefer-
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received and registered by this office and whereas 193 | at
o’clock, has been fixed for the hearing and final disposal of the said
appeal at » you are hereby informed that
you should appear in this office in person or by an authorized agent or by a
pleader duly instructed and able to answer all material questions relating to
the said appeal or accompanied by some person able to answer all such
questions. Take notice that in default of your appearance on the day before-
mentioned the appeal will be heard and determined in your absence.

Issued under the seal of the office this day of 193

By order, etc.,

Commissioner
Assistant Commissioner

of Income-tax.

18. Power of Review.

The Commissioner may, of his own motion, call for the record of any
proceedings under this Act which has been taken by any authority subordi-
nate to him or by himself when exercising the powers of an Assistant Com-
missioner under para 1 (4) of Chapter I.

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 prejudicial to an Assessee
without hearing him or giving him a reasonable opportunity of being heard.

19. Temporary Residents.

The new Section 24A enables assessments to be made, during or shortly
after the expiry of the cutrent financial year, on the income of persons, who
may leave British India and who are not likely to return to British India, for
the period extending to the probable date of their departure.

Mr. A, a lawyer, started practice in British India in 1930, He closes
his accounts at the end of September every year. In February 1934, the
Income-tax Officer comes to know that Mr. A had earned taxable income
and that he was to leave British India by the 15th of the next month. Mr.
A will be assessed prior to his departure for his income of the previous years
ended 30th September 1931, 30th September 1932, 30 September 1933 and for
the period- from 1st October 1933 to 15th March 1934. For the income of
the year ended 30th September 1931. he will be assessed at the rate prevail-
ing in 1932-33 and for the igepme-of the other thrde periods, at the rate in
force for the finangial year 1933-34.



Mr. A may be served with a notice by the Income-tax Officer, requiring
him to furnish within a specified time (nbt less than seven days) a return of
his total income, in the same form as a return under Sub-Section (2) of Section
22, for each oi lhe completed (three) previous years and his estimated total
imcome tor the period from 1st October 1933 to 15th March 1934,

20. Deceased Persons.

The new Section 24B provides for the assessment of the income of
deceased persons. So far, if a person died before an assessment process
was starfed or before an assessment was made, no tax was payable by his
Executor, Administrator or other legal representative on the income of the
deceased till the date of his death. So ulso no refund in respect of such
income of the deceased persou was allowed to his representative,

The tax assessed. as payable by such person ot the tax that would have
been payable by him if he were alive, is now a charge on the estate of the
deceased and must be paid out of it, to the extent to which the ebtdte is

cupable of meeting the charge, '

A pei'son may die after submitting a return of his income for the previ-
ous yéar. The tax payable may or may not have beén assessed before his
death: - ‘In either case his legal representative shall be hable to pay the tax,
in respect of the income of the previous year, that may have been assessed.

A notice under Sec. 22 (2) or Sec. 34, as thc case may le, can now be
el‘ved upon the bxeultor, Administrator or olher Lesal Representative of a.
deceased person in all such cases, where the Income-tax Officer could have
served such notice on the deceased person 1f he were alive. Where a
person, who was served with a notice under Sub-Section (2)of Sec. 22,
died before the asssessment was made for 1932-33 and all further-
procceedings were dropped after his death and before the passing of
the Indian Income-tax Second Amendment Act, 1933 whether a notice
under Section 34 can be rightly served on the Execuator or other Legal-
Representative of the deceased? If it appears that income, profits or gains
chargeable to income-tax has escaped assessment, action under Section 34
would be justified even though it is the amendment of the Act that enables
the Income-tax Officer to take action under Section 34. Income or gains of a
deceased person, that did not attract tax under the law in force at the time
of his assessment when he was alive,—e.¢. agricultural income-—cannot be said
to have eéscaped assessment, if any subsequent change in the law renders such
income liable to tax, No action under Section 34 can be legitimately taken
against the Executor or other Legal Representative of the deceased in respect
of such income. But where income that normally attracts tax is not assessed,
because no person was found on whom the liability for the tax on that ingome

J



could be fixed, action under Section 34 can be taken, if any subsequent change
in the Act enables the Income-tax Officer to fix liability on some person in
respect of such income.

Where a person who has been served with a notice under Sub-Section
(2) of Section 22 dies without complying with the terms of the notice, the
Income-tax Officer may make an assessment of the total income of the
deceased and for that purpose may require from: the Executor or other Legal
Representative of the deceased any accounts or other evidence by issue of
notice under Section 22 (4), If the return of income was furnished by the
person before his death, the Income-tax Officer may accept it and make an
assessment ou the basis of that return, or e may call for accoums or other
evidence under Section 22 and Section 23 trom the LExecutor ete., of the
deceased betorc making the assessment. The Execulor ete., will have the
same right to object to the amount or the rate ol assessment or deny his
liability to be assessed, in the same way as if he were the assessec.

Ilustration:— A, a sole trader, had the following amounts of income for
the year ended 31st March 1936:—

He pays Life Insurance Premium «. Rs. 1,000
Income from Property ey 5,060
Income from Dividend e 2,000
Income from Tax Free Securities we 4 1,000

Notice under Section 22(2) of the Act for the year 1936-37 is served on A
on 10th May 1936. On the 15th May 1936 A dies. Is the Estate of A liable
to assessment for 1936-37 and if so on what account ?

Service of notice under Section 22 (2) was effected on A, who expired
before submitting the return of income for 1936-37 declaring therein his
income from all sources. Under Section 24B (3) the Income-tax Office may
make an assessment of the total income of A, and A’ s executor, administrator
ot other legal representative shall be liable to pay out of the estate of
deceased A to the extent to which the estate is capable of meeting the charge
of the tax assessed as payable by A. The amount to be assessed is shown
below:-—

1936-37 Assessment

Income from property «. Rs. 5,000
" s Dividend e cer a 2,000

" w Interest on Tax Free Securities we 1,000

w 8,000

I
————————————
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Less —
I.ife Assurance premia - e Rs. 1,000
Interest on Tax Free Securities s o 1,000
Dividend Taxed at source ... weo 4 2,000 " 4,000
Net taxable income ees Rs, 4,000

Taxable at 9 pies + 1/12 surcharge in the rupee. Abatement will be siven in
the case of taxed dividend income @ 17 pies + 1/6 surcharge.

2]1. Income escaping Assessment.

If for any reason, income, profits or gains chargeable to income-tax has
escaped assessment in anv year or has been assessed at too low a rate, the
Income-Tax Officer may, at any time, within one year of the end of that vear,
serve on the person liable to pay tax on such income, profits or gains, or, in
the case of a company, on the pricipal officer thereof, a notice containing
all or any of the requirements which may be included in a notice under
para. 4 (b) above, and may proceed to assess or reassess such income,
profits or gains, and the provisions of this Act shall, so far as may be, applv
accordingly as if the notice were a notice issued under that para.

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

Notice under Section 34 of the Indian Income-tax Act XI 22,

Income-tax Offce,
Dated 193

Whereas I have reason to believe that your income from
. {a) should have been
which {b) has been
ending the 31st March 193 .—

wholly
_ ssessment
(@) has carally escaped assessmernt,

(b) has been assessed at too low a rate,

assessed in the financial year

and I therefore propose—
{a) to assess the said income that has escaped assessment,
(b) to re-assess your said income at the correct rate.
I hereby require you to deliver to me, not later than
or within 30 days of the receipt of this notice, a return in the attached form

of vour income from all sources which was assessable in the said year ending
the 31st March 193

Income-tax Ofticer.
Here enter source,
(a) tb)—Unnecessary portions to be struck out.
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22. Rectification of Mistake.

The Commissioner or Assistant Commissioner may, at any time within
one vear from the date of any order passed by him in appeal or, in the case
of the Commissioner, in review under section 33, and the Income-tax Officer
may, at any time within one year from the date of any demand made upon an
Assessee, on his own motion, rectify any mistake apparent from the record of
the appeal, revision or assessment, as the case may be, and within the like
period rectify any such mistake which has been brought to his notice by the
Assessee.

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

Where any such rectification has the effect of reducing the assess-
ment, the Income-tax Officer will make any refund which may be due to
such assessee,

Where any such rectification has the effect of enhancing the assessment'
the Income-Tax Officer will serve on the Assessee a notice of demand in the
prescribed form specifying the sum payable and such notice of demand shall
be deemed to be issued under para, (14) above, and the provisions of this Act
shall apply accordingly. '

23. Power to call for Information.

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

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

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

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

or agent and of their addresses;

(3) require any person whom he has resaon to believe to be
engaged in business, to furnish him with a return containing
particulars of the location and style of his principal place of busi-
pess, and of his branch businesses, if any, the names and
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addresses ot his partners in any business, and the extenl of his
own share and the shares of all such partners in the profits of
such business or businesses.

24. Power to inspect Company’s Register of Members.

The Income-tax Officer or Assistant Commissioner or any person
authorised in writing in this behalf by the Income-tax Officer or Assistant
Commissioner, may inspect and, if necessary, take copies or cause copies to
be taken of any register of the members, debenture-holders or mortgagees of
any company or of any entry in such register.

25. Accounting period and Accounts.

The Income-tax Year (financial year of Government) begins from
Ist April and ends on 31st March. The tax-payer would, therefore, do well
to close the accounts on 31st March in each year, in which case he would be
assessed on the profits for the 12 months preceding the Income-tax year;

that is, for 1936-37, he would be assessed on the profits of the 12 months
ending 31st March 1936.

If the tax-payer does not close his acccounts on 31st March,
he will have to pay the tax on the previous completed year’s profits.
As for example, if he closes his accounts on 30th June, or 30th September, or
31st December, he will be assessed for the Income-tax year 1936-37 on the
profits of the year ending 30th June, or 30th September, or 31st December
1935, respectively. Similarly, if accounts be closed at “Divali” time, the
Assessee will have to pay the tax on the profits, for the Samvat year ending
Aso Vad Amas 1991, or Shuk year ending 30th Falgan 1857, or Marvari year;

or any other period of 12 months ending within the year ending 31st
March 1936.

(@)  Firms or sole traders.—

Profit and Loss Account for ascertaining the assessable profits, or taxable
income, may be prepared from the business annual Profit and Loss Account
in two ways, namely, (1) by starting with Gross Profits, or (2) by starting
with Net Profits, '

1. By starting with Gross Profits.—
(1) Credit Side:—

1. Gross Profits, as per trading account, that is, profit on sales with-
out taking into consideration any expenses incurred in effecting
the same,
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2.  Anv other income which arises in the ordinary course of regular

business, e. 2., Discounts and Allowances from Creditors, Interest
on Bank (Current) Account, Rent from sub-letting part of the
premises, etc.

NoTE.— No Capital Profits or Income which has been received less

tax should be taken here,

(b) Debit Side:—

1.

Expenses absolutely necessary for carrying on the business, e. g.,
Rent, Salaries, Trade expenses, Interest, Printing, Stationery,
Postages, Telegrams, Repairs, Fire Insurance Premium, Rates
and Taxes, etc.

Losses arising in the ordinary course of regular business actually
written off. e, g., Bad Debts, Discounts and Allowances, Deprecia-
tion, Obsolescence loss, etc.

Nore.—The following items should not be taken here, viz.—Appro-

priations of Profits (e. g., Interest on Proprietor’s or Partner’s
Capital, Proprietor’s or Partner’s Salaries or Drawings, Income-
tax and Super-tax Amounts transferred to Reserve, Bonus or
other Funds, etc.): Capital, Casual or Speculation Losses;
Capital Expenditure; Gifts, Charities and presents; and all other
Losses and Expenses not incurred in the ordinary course of
regular business.

Hiustration.—~From the Profit and Loss Account of the firm of Bapuji
& Perojshaw given below, prepare an adjusted account for income-tax assess-

It is assumed that the full amount of depreciation has been allowed by

the Income-tax Officer and that the repairs are to be borne by the firm.

Dr. Profit and Loss Account. Cr.
Rs. Rs.
To Trade Expenses e 228 By Gross Profits, as per.
. Partners’ Salaries .o 1,000 Trading Account e 6,207
» Rent we 1,200 » Interest on Bank (Cur-
. Gifts 20 rent) Account 32
. Salaries and Wages ... 900 .»» Discounts and Allowances., 171
» Charities s 100 ,» Profit on Sale of Invest-

"

Printing and Stationery. 81 ments o 389



Dr. Ct.
Rs. Rs.
,» Postages and Telegrams. 139 » Rent from sub-letting .., 205
» Interest on Capital 721 ., Dividends s 457
» Repairs to Buildings ... 570
» Loss by Fire (irreco-
verable) 500
,» Replacing Machinery
parts e 600
. Income-tax 100
o 1ive Insurance Premium, 75
w Bad Debts cwritlen ofth 2149
» Discounts and Allowauces., 207
w Loss on Sale ot Invest-
ments e 84
» Concert Tickets 15
»» Depreciation 381
. Net Profits, transferred
to Capital Accounts .. 321
Rs. 7,461 Ks. 7,461
Dr. Profit and Loss Account adjusted for Income-tax. Cr.
Rs. _ Rs.
Trade Expenses 228 Gross Profits, as per Trading
Rent e 1,200 Account 6,207
Salaries and Wages 900 Interest on Bank Account ... 32-
Printing and Stationery ... 81 Discounts and Allowances ... 171
Postages and Telegrams ... 139 Rent from sub-letting voe 205
Repairs to Buildings 570
Fire Insurance Premium ... 75
Bad Debts s 219
Discounts and Allowances... 207
Depreciation 381
Balance, being Taxable or
Assessable Profits e 2,615
Rs. 6,615

Rs. 6,615

70

The firm will be assessed on Rs. 2,013 income from business.
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1. By starting with Net Profils,——
(@) Credit Side -—

1. Net Profits transferred (o Capital Accounts, as per Lhe busincss
I’rofit and Loss Account, o

2. Expenses and Losses charged to the business Profit and Loss
Account, before arriving at the above Net Profits, which
expenses therefore reduced the said Net Profits, but which
ought not to have been so charged for income-tax purposes,
inasmuch as such expenses or losses were eilther Appropria-
tions of Profits or were not incurred in the ordinary course of
regular business, or were of a capital or casual nature (seec Note
precedinz: the above itHlustralion.)

(b) Debit Side - —

Income or Profit credited to business Prohit and Loss Account,
before arriving at the above Net Profits, and therefore 'ihcluded
in the latter, but which income ought not to have becn so cred-
ited for income-tax purposes, masmuch as such income or proﬁt
was either received less tax or was not earned’in the ordinary
course of regular business, or was of a capital nature (see the
first Note to para. (23) abave.)...

Hiustralion.—~—Taking for example the same Profnf and Loss Account, as
given above, the assessable piofits by this method ‘would be arrived al as
follows t—m

Dr. Profit and Loss Account adjusied for Income-tax. Cr.
Rs, Rs.

Dividend e . 457 Net Profits, as per business
Profiit on the sale of Invest- Profit and Loss Account ... 321
ments .. 389 Partners’ salaries «» 1,000
Balance, being taxable or as- Gifts 20
sessable Profits vee 2,615 Charities e e 100
Interest on Capital .o721

Loss by fire (irrecoverable) ... 500
Replacement of machinery

parts T e 600
Income-tax we .. 100
Loss on Sale of Investments .. 84
Concert Tickets 15

Rs. 3,461 " Rs. 3,461
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(b) Limiled Companies.—

The two methods of preparing accounts for income-tax purposes in Joint
‘Stock Companies are similar to those in the case of firms as stated in {a)
above,

Itustration.—The published Profit and Loss Account of the Patel Manu-
facturing Company, Limited, is given below. The Income-tax Officer
allowed only 5 per cent. by way of depreciation of machinery. The company
had deducted income-tax before paying the interest to the debenture-holders.
Adjust the Profit and Loss Account for the income-tax assessment.

Dr. Profit and Loss Account. " Cr.
Rs. Rs.

To Salaries & Wages vee 2,350 By Gross Profits as per Tra-
» Pension (lump sum) to the ing Account ... 35,218

late Secretary e 500 . Prohit on re-issue of for-
w Trade Expenses - we 7,237 feited shares . 285
» Preliminary Expenses » Discounts earned 578
(balance written off) ... 3,231 ,, Dividends ... e 1,025

» Discount and allowances 1,009 . Premium on issue of
» Interest on Debentures ... 3,500 - Shares soe «. 2,000
» Auditors and Directors » Transfer Fees - 190
Fees e 825 . Sundry receipts vee 25

» Fire Insurance Premium 329
yy Loss on Sale of Machine‘ry 725
» Bad Debts (written off).,. 891
'y Depreciation of Machi-
 nery 757 see . 1,950
,.“Income-tax e 821
» Subscriptions to Concerts 1,000
ww Reserves for Bad Debts,
etc. we 322
«» Net Profits .., . 14,631

Rs. 39,321 Rs. 39,321

et
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ta) By Starting with Gross Profils.—

Dr. Profit and Loss Account adjusted for Income-tax. _ Cr.

Rs. Rs.
Salaries and Wages e 2,350 Gross Profits ... 35,218
Trade Expenses wee 7,237 Discounts earned e 578
Discounts and allowances ... 1,009 Transfer Fees . 190
Interest on Debentures we 3,500 Sundry Receipts 25

Directors’ and Auditors’ Fees 825
Fire Insurance Premium ... 329
Bad Debts (written off) ... 891
Depreciation of Machinery

(57.) we 1,300
Balance, being Assessable or
Taxable Profits woe 18,570
 Rs. 86,011 | Rs. 36,011

(6) By Starting with Net Profitss——

Dr. Profit and Loss Account adjusted for Income-tax. Cr.
Rs. ‘ Rs.
Profits on re-issue of forfeited Net Profts, as per Profit and
shares .. 285 Loss Account e 14,631
Dividends 1,025 Pension to late Secretary ... 500
Premium on issue of Shares 2,000 Preliminary Expenses e 3,231
Balance being Taxable Profits Loss on Sale of Machinery ... 725
(see above) ... . 18,570 Excess Depreciation of Ma-
chinery (23 %) we 650
Income-tax e 821

Subscriptions to Concerts ... 1,000
Reserves for Bad Debts & -
Discount .. 322

Rs 21,880 Rs. 21,880

26. Treatment of Income-tax Account in Joint Stock Companies.

When a company declares dividends on its shares free of income-tax, the
. whole of the income-tax assessment on the company’s profits is borne by the
company. If the tax is, however, deducted by the company before the pay-
ment of such dividend to the share-holders, the difference between the full
amount of tax shown by company’s assessment and the amount of tax so
deducted from the shareholders, will only have to be suffered by the company
and, therefore, charged to its Profit & Loss Appropriation Accoant.
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Hlusiration:~——The Krishnarao Spinning and Weaving Mills Company,
Limited, had a paid-up capital of Rs. 11,00,000, divided into an equal number
of Ordinary and Preference Shares of Rs. 100 each. The company, whose
assessable profits for the year 1935 were Rs. 86,900, had also borrowed
Rs. 1,00,000 on 5 per cent. Debenture Bonds of Rs, 100 each, and had
declared an annual dividend of 6 per cent. on Preference Shares and 5 per
cent. on Ordinary Shares. The above profits had been arrived at after charg-
ing interest on debeniures. Ascertain the amount of income-tax to be bhorne
by the company and debited to the company’s Profit & Loss Appropriation
Account.

(a) Where Dividends are paid ‘'free of Income-tax.’

As th e shareholders are given the dividends free of tax, they will not
pay any tax on such income so received by them; and the company will,
therefore, have to pay the tax on the whole amount of profits of Rs. 86,900
at 26 pies 4+ 1/12 Surcharge in the rupee. The whole amount of the tax of
Rs. 12,748-5-9 will therefore be debited to the company’s Profit & Loss
Appropriation Account.

(B)  Where Dividends are paid "less income-tax,”’

Assuming that dividends are declared In the financial year 1936-37 and
as the company is going to deduct the tax before paying the dividends, the
amount suffered by the company would be the tax on the profits not distri-
buted amongst the shareholders, namely, Rs. 3872-15-0 7, e. 26 pies + 1/12
Surcharge in the rupee on Rs. 26,400, as shown below:—

Dr. fncomc-tax Acceunt. Cr,
Rs. a. p. Rs. a, p.
To Income-tax Office, being By Preference Share
the income-tax assess- Dividend Account
ment at 26 pies + 1/12 being 26 pies +
Surcharge in the rupee 1/12 Surcharge in
on Rs. 86,900 W 12748 5 0 the rupee on

. Rs 33,000 we 4841 2 0

»» Ordinary  Share
Dividend Account,
etc., on Rs. 27,500 4,034 4 0
. Profit and Loss
Appropriation Ac-
count, etc., on

Rs. 26,400 .o 387215 0

Rs, 12,748 5 O Rs. 12,748 5 0

Note:— Premiusn on issue of shares. This being capital profit is not
assessable, ‘
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27. Allocation of Partnership Tax in Accounts.

A firm is assessed jointly in the firm-name, and not separately in the
pame of individual partners constituting such firm, If the firm be a
“Registered” orve and even if its profits be less than Rs. 2,000, income-tax
shall be levied at the maximum rate, namely, 26 pies + 1/12 sur charge in -
the rupee. If all the partnei's declare their personal income from all sources
they may be separately assessed and no demand may be made against the
firm. The liability of the firm ceases as soon as the partners have paid their
individual tax. An “Unregistered” firm is, however, assessed at the graduated
rates like an individual person, though jointly as stated above.

The correct apportionmerit of taxable income of a Registered firm
amongst its partners has got two advantages :—{a) It prevents an improper
allocation of the burden of the tax amongst the partners, even if no claim for
refund be made, and () it enables the individual partners to ascertain what

refund each partner is entitled to. These advantages may be illustrated
thus:—

1 Where no claim for refund can be made:—

_ It must be remembered that the firm’s taxable income should not be
distributed amongst the partners in the proportions of their sharing of profits
and losses, even though the individual partners make no claim for refund or
exemption from income-tax. Items like interest on capital, partners’ salaries,
etc., which are mere appropriations of profits and which are included in the
firm’s taxable income, should not be shared by the partners in the said
proportions, inasmuch as they have no direct relation to the taxable income,
but, that they depend more or less on the capitals of individual partners and
on the time devoted to the management of the business by individual partners
It is, therefore, necessary for the Firm to make careful adjustment to see that

each partner is charged with the proper proportion of the tax applicable to
him alone.

For this purpose, interest on capitals, partners’ salaries, etc, would be
deducted (temporarily) from the taxable income, in order to arrive at the
“Divisible’” income which would be apportioned amongst the partners, in the
proportions in which they share profits and losses. To each partner’s share
so arrived at would be added his corresponding share of interest on capital,
partner’s salary, etc. Now, the sum of the shares of partners so arrived at

would be exactly equal tc the total taxable income of the firm, which has
been correctly allocated amongst individual partuners,

[lustration:—L Sethna, K. Mody, and B. Sanjana, whose business Profit
and Loss Account for the year ending 31-3-1936, has been given below, are
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trading in partnership, under the style of L. K. B. & Co., Book-sellers and
Commission Agents, sharing profits and losses equally. They have put in
capital, at Rs. 1,20,000, Rs. 70,000, and Rs. 20,000, respectively, upon which
interest is to be crediled at 5% per annum. They have also agreed to receive
management salaries at Rs, 9,000, Rs. 6,000 and Rs, 3,000, respectively.
Ascertain the amounts of tax borne hy each of the partners,

Dr. Profit and Loss Account for the year ending 31-3-1936. Cr.
Rs | Rs.
To Trade Expenses ... 28,207 By Gross Profits as per
y» Interest on Capital;— Trading Account ... 1,95,217
RS. " DlVidCl’ldS . vee 521
Sethna ... 6,0C0
MOdy (11} 3,500
Sanjana .. 1,000
—— 10,500
» Partners’ Salaries:—
Sethna <. 9,000
Mody ... 6,000
Sanjana <. 3,000
18,000
,» Charities 367
» Net Profits ... 1,38,664
Rs. 1,95,738 Rs. 1,95,738
Dr. Profit and Loss Account adjusted for Income-lax. Cr.
Rs. Rs.
Dividends 521 Net Profits {as above} ... 1,38,664
Balance, being Firm’s Tax- Interest on Capital «. 10,500
able Income « 1,67,010 Partners' Salaries ws 18,000
Charities 367
Rs. 1,67,531 . Rs. 1,67,531

The firm’s taxable income of Rs. 1,67,010 is not divisible amongst the
partners equally, because it contains interest on capital and partners’ salaries,
which are not shared equally but in some different proportion (e. g.,-in
proportion to their capital, etc.) It is, therefure, necessary for the time being

to take away from taxable income the partners’ salaries and interest on capital,
L}
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in order to arvive at the ‘' Divisible”’ income, which may be apportioned amongst
the partners in the proportions in which they share profits and losses,

Firm’s taxable income ..« Rs. 1.67,010
Less Interest on Capital ves «. Rs. 10,500
,» Partners’ Salaries s e 5 18,000

" 28,500

FirmY’s Divisible Income . s Rs. 1,38,510

Statement allocating Taxable Income amonsst the Pariners.

Particulars Total Sethna Mody  Sanjana
. Rs. Rs. Rs. Rs.
Divisible Income (as above) « 1,38510 46,170 46,170 46,170
Add Partners’ Salaries 18,000 9,000 6,000 3,000
. Interest on Capital - 10,500 6,000 3,500 1,000
Taxable Income {as above) e 167010 61,170 55670 50,170

The above statement shows the correct allocation of the taxable income
of the irm. When the firm’s fax is paid, it should be divided in proportion
to each partner’s taxable income from the firm as above (viz,, 61, 56, 50), and
charged to their respective current accounts and not to the Profit and Loss
Account.

If the taxable income had been divided equally amongst the partners,
the burden of the tax would have been very unjustly allocated and iHustrated
thus :

Partner Correct  Divided Over-  Under-
allocation  equally taxed taxed
Rs, Rs. Rs. Rs.
Sethna . 61,170 55,670 5,500
MOdy o eon 55,670 55,670 oY s
Sanjana w 50,170 55,670 5,500 es

1,67,010 1,67,010 5,500 5,500

The firm would pay the tax of Rs. 24,500-10-0 namely, 26 pies+1/12 sur-
charge in the rupee, on Rs. 1,67,010, but the tax should not be debited to the
firm’s Profit an.d Loss Account, because each of the partners in that case
would suffer Rs. 8,166-14-0. This amount of Rs. 15,657-3-0 should, therefore,
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be apportioned over, and debited to the respective capital accounts of the

three partners in the proportions of Rs, 61,170, Rs. 55,670 and Rs. 50,170,
respectively.

Note—~I11 the partners are receiving management salaries and inlerest on
capitals in the same proportions in which they share profits and losses
(which is not usual) and not out of proportion, as in the above illustration, the
taxable income of Rs. 1,67,010 would also be the Divisible income, and each
of them would then bear the tax on Rs. 55,670, namely, Rs. 8,166-14-0, and
there would be no need of preparing the abcve statement of allocation.

II. Where a claim for refund is made :—

{1lustration.~~Hirji Dalal, Bapalal Nanavati and Fatehmahomed Mer-
chant are in partnership having interest in the firm as follows : —

Partner Share Capital Interest Salary
on capital
Rs. Rs. Rs.
Dalal 3 10,000 500 300
Nanavati ves cos % 10,000 500 100
Merchant .. & Nil Nil 150
20,000 1,000 550 -

S——

The partners have no other sources of income except this business, the
Profit and Loss Account whereof is given below. Ascertain the. taxable in-
come of the firm and the amount of tax borne by each partner.

Dr. Profit and Loss Account for _thc yeay end;’ng 31 -3-1 936.. B Cr.
Rs. . Rs.

To Office Expenses w965 By Gross Profits, as per Trad- "~
,» Salaries and Wages wee 785 ing Accounts B wee 7,852
» Rent e 900 » Bad Debts Dividends = .o ™ 62
. Interest on Capital ... 1,000 ,» Discounts , 72
. Partners’ Salaries e 550 |, Profit on Sale of Invest-
,» Fire Insurance Premium. 29 ments , - 50
» Income-tax e - 19 .

, Bank Interest we . 17
, Net Profits, transferred to ' :
Capital Accounts vee 3,745

-

Rs. 8,053 SR ‘ Rs. 8,053

. et . L LR o 2]
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Dr. Profit und Loss Account adjusled for Income-tax. Cr.
| | Rs. Rs.
Profit on Sale of Investmets. 50 Net Profits (as above) e 3,745
Firm’s taxable income e 5,324 Interest on Capital «. 1,000
Partners’ Salaries e 550
Income-tax 79
Rs. 5,374 Rs. 5,374
Taxable Income ver e .« Rs. 5,324
Less Interest on Capital «» Rs. 1,000
» Partners’ Salaries ves ey 550
' 1.550

Divisible Income « Rs. 3,774

Statesment allocating Taxable Income amongst the Partners.

Particulars Dalal Nanavati Merchant Total

Rs. Rs. ) Rs. Rs.

Divisible income (as above) .. 1,887 1,258 629 3,774
Add Interest on Capital - 500 500 Nil 1,000
n Partners’ Salaries ° - s - 300 100. - . 150 550
“Taxable Income (as above) =~ v 2,687 1,858 779 5,324

(a) Registered Firm.—

The tax ﬁ)aid by the firnt would amount to Rs. 781-0-0 (namely 26 pies
+1/12 Surcharge in the rupee, on Rs. 5,324.) This amount of tax would
be debited to the current accounts of the partners in the proportions. of
Rs. 2,687, Rs. 1,858, and Rs. 779, respectively.

(1). As DalaPs income from all sources, namely, Rs. 2,687, exceeds
‘Rs. 2,000 but is less than'Rs, 5,000, he ought to have been assessed at 6 pies
+41/12 Surcharge in the rupee on Rs. 2,687. In the firm, however, he has been
‘assessed on this amount at 26 + 1{12 Surcharge pies in the rupees, therefore
he can claim a refund at the rate of 20 pies 4+ 1/12 Surcharge in the rupee on
Rs. 2,687. T ' '

(2) Nanavati’s income from all sources is less than Rs. 2,000. He is,
therefore, totally exempted from the tax. As he has already paid, through
the firm, a tax of Rs, 272-10-0 he will claim the whole sum back.
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(3) Merchant’s income from all sources is also less than Rs. 2,000,
therefore, he is t’otally exempted from income-tax. As he has already paid,
through the firm, a tax of Rs. 114-5.0, namely, 26 pies + 1/12 surcharge in the
rupee on Rs, 779, he will claim a refund of the whole of it.

Statement showing net tax payable.

Partner : Firm's tax Refund Net Tax
paid claimed payable
_ Rs. a. p. Rs. a. p. Rs. a. p.
Dalal ' we 394 1 O 303 1 0 91 0 O
Nanavati we 27210 O 27210 O Nil
Merchant e e 114 5 O 114 5 0 Nil -
781 ¢ O 690 0 O

99 0 O

If the three partners put in their individual returns along with the firm’s
return, they would be taxed in the first instance on their respective income, at
the rates applicable to the total income of each of them. No refund will, then
be necessary. The firm’s liability to pay the tax will, however, remain unti!
all the partners pay off their tax.

() Unvegistered Firmi—

The firm will be jointly assessed on Rs. 5,324 at © pies +1/12 ‘surcharge
in the rupee, and no indvidual partner thereof could claim any refund, which
relief is only allowed to the partners of a Registered firm.

The firm’s tax of Rs. 270.6-0 will be borne by the “three. partners, and

-debited to -their current accounts, in the proportions of Rs, 2687 Rs: 1,858,
and Rs. 779. : :

{llustration ~—The firm of Messrs. Cox & Co. consists of 3 partners A. lB
& C. The partners share Proﬁts and Losses in equal proportlons. The firm
of Cox & Co. is registered for the year 1936-37.

The assessable income from the firm of Cox & Co. is fixed for Rs. 30,000.
“The partners have also got Profits and incurred Losses for the year ended
31st March 1936 as under:— :

Ta) A has suffered loss in Cotton Business of Rs. 5,000, He is also a
sharer of half profit in another registered firm of M. & Co.
whose income is settled for the year 1936-37 at Rs. 9,000. He
has got property income of Rs. 2,000/-,

(b) B has got Dividend Income for the vear ended 31st March 1936
taxed at source Rs. 2,000. Income from Tax Free Securities
Rs. 1,000. B occupies property at Warden Road which belongs to
him and the Municipal ratable value of which is Rs. 8,000,
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{c) C has sustained his half share of {oss in an unregistered firm of
F & Co. of Rs. 6,000. He gets ground rent of Rs. 1,200 per
annum, pays Life Insurance Premium Rs. 400 annually, Find out
the assessable income of A, B & C for the year 1936-37.

The firm of Messrs. Cox & Co,, has earned a profit of Rs. 30,000, As
registration has been accorded to the firm, income will have to be assessed at
the maximum rate . e. at 26 pies % 1{12 surcharge, allowing the partners a
right to claim refund if the rate of tax applicable to their total income is
lower than 26 pies + 1/12th surcharge. Each of the partners A, B & C share
the profits equally and as such the share of income of each comes to Rs. 10,000
which is taxed at the maximum rate., The total income of each of the
partners is ascertained as under:—

Statement of A.

(a) 1/3rd Share of profit from the re-
gistered firm of Messrs. Cox & Co. Rs. 10,000 taxed at 26 pies
, 4+ 1{12 surcharge.
5 share of Profits from the regis- «
tered firm of Messrs. M, & Co. ... ,, 4,500 taxed at 26 pies
+ 1/12 surcharge.

» 14,500
Less Loss in Cotton Business ... ,, 5, 000
Income from Business ver 9 500
Income from property ey 2,000

Total income +e. ,, 11,500

Taxable at 12 pies + 112 surcharge in the rupee. Tax paid at source
on the share of income Rs. 14,500 from the registered firm of Messrs. Cox &
Co., and Messrs. M. & Co., will be set off against tax due, and the excess of

“tax paid will be refunded.
' Statement of B.

(b) 1/3rd share of income from the re-
gistered firm of Messrs. Cox & Co. Rs. 10,000 taxed at 26 pies
+ 1/12 surcharge.

Income from dividend (gross) ... , 2,000 taxed @ 26 pies

+ 1/6 surcharge.
Interest on Tax Free Securities ... , 1,000

13,000
Add income from property self occu-
pied (1/10 of 12/11 of Rs. 13 000—1[6
for repairs e . 1,182
Total Income ... ,, 14,182
Less interest on tax free Securities ... Rs, 1,000

Taxable income .. , 13,182



Taxable at 12 pies + 1/12 surcharge in the rupee on Rs, 11,182 and at
12 pies 416 surcharge on Rs 2,000. Tax paid at source at the maximum

rate on the share of income {rom the registered firm and dividend will be set
oft and excess of tax paid will be refunded.

Statement of C.
(c) 1/3 Share of income from the
registered firm of Messrs.
Cox & Co. oo e Rs. 10,000 taxed @ 26 pies+

1/12 surcharge
Less 3 share of loss in an un-

registered firm of Messrs. F,

& COO .ee (R X} RS' 6,000
Income from business ... " 4,000
Other sources:—Ground rent ... " 1,200
Total income oo . 5,200

Less 1/6 for Life Assurance
premia actual Rs. 4,000 " 866
Taxable income " 4,334

Taxable at 9 pies 4 1/12 surchage on Rs. 4,334, Tax paid on Rs. 10,000
(share of income from the registered firm of Messrs Cox & Co.) at the
maximum rate will be given a set off and the excess refunded.

Notes :—(1) In actual practice no demand of tax at the maximum rate is
levied against the registered firm on the total income but the share of
income of each of the partners is assessed to tax in their hands.

(2) Rate of tax applicable to income from dividend, interest on securities
and salary is the rate ruling on the day when such dividends are declared and
such interest on securities and salary received.




CHAPTER VI
PROFESSIONAL EARNINGS.
+

1. Assessable Profits.

The tax under this head shall be pavable by an- Assessee on the excess

of current income over current expenditure, in any profession or vocation
followed by him.

The expenditure stated above must be of a revenue nature and incurred
solely for the purposes of the profession. -The income stated above shall

also include Professional Fees paid in any part of India to a person ordinarily
resident in British India.

Replacement of dental and surgical intruments is allowed as an expense,
in lieu of depreciation thereon.

The remarks concerning the returns by Assessee, Assessment, Inspection
of Books, Notice of Demand, Rectification of Errors, Appeal against Assess-
ment, etc,, as mentioned in Chapter V, also apply here.

2. Preparation of Accounts..'

Hiustration.—A. B. Govind, Practising Accountant, has prepared his
[ncome and Expenditure Account, for the year ending 31st March 1936, as
shown below. Prepare an adjusted account to show his assessable income
for income-tax assessment, and find out the amount of his income-tax. He
is a part-time lecturer at a. Government College and an examiner to the
Un'versity, and also owns private Accountancy Classes.

Section 11.——Depreciation shall be allowed in accordance with the rates
prescribed in the statement attached to Rule 8, to persons deriving income
from profession in respect of buildings owned by an assessee and #sed solely
for his profession; and in respect of machinery, apparatus, appliances, plant
furniture or other capital assets, being the property of the assessee and used
for the purposes of profession in like manner and to the same extent as in the
case of business  Depreciation shall be allowed at the rate of 5% per annum

on the prime cost of capital assets not covered by the statement attached to
Rule 8.

For obtaining an allowance for depreciation, the assessee shall furnish
particulars to the Income-tax Officer in the form included in Rule 9,
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Income and Expenditure Account for the year ending 31st March 1936.

Dr. Cr.
Rs. Rs.
To Office Expenses e 2,735 By Audit Fees 5,700

» Class ’ es 837 . Income from Legal

. Personal ., - - 6,205 Accountancy Jobs s 3,806

» Income-fax . 283 ,» Dividends - s 348

.» Subscriptions to War ,» Private Class Fees e 2,700
Fund and Concerts ... 500 ., College Salary (lesstax at

,» Life Infurance Premium. 750 6 pies + & surcharge). 4,650

.» Compulsory Subscription ,,» Honorarium as Examiner. 1,750
to various Accountants’ » Bank Interest 124
Societies e 85 . Profit on Sale of Invest-

» Subscriptions and Dona- ments 150
tions to Accountants’ . Rent from sub-tenant ... 600
Benevolent Fund 100 » Present from students.., 1,000

,» Net Income 9,333

Rs. 20,828 Rs. 20,828

Dr. (a) Income and Expendiiure Account adjusied for Income-tax. Cr.
Rs. Rs.

Dividends 348 Net Income {as above) 9,333

College Salary (less tax) ... 4,650 Personal Expenses e 6,205

Profit on Sale of Investments 150 Income-tax 283

Present from students e 1,000 Subscriptions to War Fund

Taxable income e 11,023 and concerts 500

Subscriptions and Donations
to Accountants’ Benevo-
lent Fund oes 100
Lite Insurance Premium ... 750
Rs. 17,171 Rs. 17.171
Dr. (b) Income and Expendiiure Account adjusled for Ineome-tax. Cr.
Rs. Rs.

Office expenses e 2,735 Audit Fees <+ 5,700

Class " .. 837 Income from Legal Accoun-

Compulsory subscriptions to tancy Jobs v 3.806
various Accountants’ Private Class Fees . 2,700
Societies 85 Honorarium as Examiner ... 1,750

Taxable income . 11,023 Bank Interest 124

Rent from subtenant 6G0
Rs, 14,680 Rs, 14,680
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Though Govind will pay the income-tax on Rs. 10,273, in order to fix
the rate of tax thereon, his income from other sources already taxed must
also be aggregated, as follows :(—

(¢) Income already taxed :—(Gross).

1. Dividend from Investments (taxed at 26

pies 4 1/6 Surcharge) 413
2. College Salary (taxed at 6 pies + 1/6 Sur-
charge)] e 4,826
_ | ——— 5,239
() Income not taxed(as above) 11,023
Total income ' Rs. 16,262

Rate applicable is 16 pies + 1/12 Surcharge on income from profession
and 16 pies + 1/6 Surcharge on income from Salary and Dividend.

(¢) Net Taxable Income :—
Income as per (b) .. 11,023

Less Insurance Premium paid T e 750
—-—— Rs. 10,273

As Govind’s total income is less than Rs. 20,000 and more than
Rs. 15,0C0 his income from profession should be taxed at 16 pies + 1f12 sur-
charge in the rupee. His dividends have, however, been taxed at 26 pies
4+ 1/6 surcharge in the rupee; he can, therefore, claim a refund of 10 pies
+ 1/6 surcharge in the rupee on Rs. 413, But his salary has been taxed at
6 pies + 1/6 surchage in the rupee, and he will, therefore, have to pay a
further tax of 10 pies ¥ 1/6 surcharge in the rupee on Rs 4,826. The total
net amount of tax payable by him is Rs. 1,195-9-0 as shown below :-—

Rs. Rs. a. p.

Tax of 16 pies + 1/12 surcharge in the rupee on 10,273 927 6 o
» 10 ,, + 1/6 surcharge " " 4,826 203 4 0

1,220 10 0
Less Refund of 10 pies + 1/6 surcharge

in the rupee on 413 25 1 0

Net tax payable T 11195 9 0
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ASSESSMENT FORM.

Assessment for 1936-1937.

DisTRICT OR AREA—BOMBAY.

Name of Assessee—a. B Govind.

Address: Lamington Villa, Lamington
Road, Bombay,

Number in General Index—10Y

} N umber of miscellaneous record—124

. Tax de-
S;nal Detailed sources of income Amount of ducted at | Remarks
0. Income
source
Rs. Rs. a.
1 Sa.lal'y ‘es . 4,826 176 0
2 | Interest on Securities
3 | Property .
4 | Business . er
5 | Profession . 11,023
6 | Other sources .
7 | Dividends (348 net) 413 65 0
Rs. |a.
() Total income . 16,262 | O
(ii) Deduction on account of provident fund insurance| Rs.
premia, etc. . 750
(#17) Deduct sums received as dmdends or from a ﬁrm
the profits of which have been charged to tax ...| 413
(fv) Deduct amount of interest from tax-free securities
of the Government of India or of a local Govern-
ment
1,163| 0
(v) Income now to be taxed 15,0991 0
(vi} Rate applicable 16 pies per rupee ... .
(vii) Amount of tax 1,258 | 4
Surcharge at & on Rs. 4,826 67| 1
v . 1/12 ., 10,273 ver 711 5
1,396 (10
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Rs. {a.| Rs.
(witi} Deduction under section 17 o
(ix) Amount of deductions at source from salary or
interest on securities for which credit is given
under section 18 (5) | 176 | O
{x) Abatement on account of dividends (at 10 pies
+ & surcharge per rupee) on Rs. 413 25 |1
{xf)} Abatement on account of income from a regis-
tered firm (at pies per rupee) ... o | one ,
2011
(xii) Net amount of tax 1,195 | 9
(x117) Penalty under section 28 or section 25 (2) v
(ajv) Total sum payable (in figures as well as in
words) 1,195| 9
Rupees one thousand one hundred and ninety-five
annas nine only.
C.D.E,

Dated 21st June 1936.

Income-lax Offic



CHAPTER VIL.

MISCELLANEOUS.
+

1. Income from other Sources.

Income and profits of every kind and from every source to which this
Act applies {other than those included in the preceding five Chapters ), except
agricultural income, shall be taxable under this head, ¢ g interest on
mortgage, loan, ctc.; interst on banking accounts; income accrued outside, but
received in British India; profit on other transactions:; directors’ fees, etc.;
ground rent, etc. ' )

Such income or profits shall be computed after making allowance for any
expenditure or loss (not of a capital nature) incurred solely for the purpose of
earning such income, provided that no allowance shall be made-on:account of
any personal expenses or drawings of the Assessee. . = - e o

2. Taxable Income.

The apgregate amount of an Assessee’s income from all sources 'charge-
able under the above para. 1 and chargesble under the preceding five
Chapters shall be the 'Taxable Income” of such Assessee, subject to the
following deductions:— La R EIL L

(2) Any income which the Assesse:- enjoys'as“é m-émb'é'r’ofa company,
or of a firm, or of an undivided Hindu family, whéfe the company,
firm or the family has been alre .dy assessed.

(b) - Any sum paid by the Assessee to effect an insurance on his own life
or on that of his wife, or as a contribution to any Provident ¥Fuird (to which
the Provident Funds Act, 1897, applies,) not exceeding in all one-sixth of the
income chargeable to tax. A claim for such deduction or-exemption must be
made within one year from the last day. of thé year in. which the ‘tax was
recovered ‘and must be supported by premium receipt. (either original or
duplicate} or such other proof as the Income-Tax Officer:may deem sufficient.
This deduction will be made after the taxable income has been ascertained

and the rate of tax fixed thereon. No such deduction is atlowed for Super
Tax. - _ e e

" In determining the rate at which the tax is to be charged, gross income

fro;frall sources, whether taxed at’squrce or not,’except share from joint
family income, should be aggregated.

M
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Hlustration:—Ascertain the taxable income of Dr. M. N. Navsarivalla,
of 103, Cumballa Hill, from the particulars of his income given in the illustra-
tion in Chapter V, para 4 (¢)

Statesient for Income-tax Assessment.

(a) Income alveady taxed or not to be taxed:—

Source of income Rate Net income Tax deduct- Gross
received ed at source income
~ Rs. Rs. a. p. Rs. a. p. Rs.

.. Salary as Secretary Taxed ‘
at 6 pies + 16 Surcharge 350 4,046 14 O 153 2 0 4,200
2. Bombay Bank Shares Tax-
ed at 26 pies + 1/6 Sur- ‘
~ charge S L4 1,125 0 0 212 1 0O 1,336

3. Merchant Manufacturing
Co. Shares Taxed at 26

- pies + 1/6 Surcharge ... 6% 505 3 0 94 13 0 600
4, War Loan Tax at 26 pies ‘

pies + 1/6 Surcharge... 5% 1,000 0 O Nii 1,000
5. Government Loan Taxed at , "
26 pies + 1/6 Sur- .
charge w 3/ 294 12 0 5 4 0 350
6. Islam Mill Debentures o
Taxed at 26 pies + 1/6 :
Surcharge v 6% 202 2 0 3714 0 240
7. Share in Merwanji & Bili. :
moria Taxed at 26 pies ,
+ 1/12 Surcharge .. $rd 409513 0 704 3 O 4,800

1126012 0 125 5 0  125%

() Income to be tasxed or taxable income:

. Rs.
1. Income from medical practice - 817
2. Interest from.7% per cent. Mortgage Loan ... 375
3. Income from property . e 3,218
4 Dividends of Diamond shares 56
5. Income from joint venture 900
6. Director’s fee ave 180
7. Ground rent vos 41

5,587

Total income at 16 pies + 1/12 Surcharge Rs. 18,113

A v———



«) Nel laxable income:—

Rs. Rs,
Income as per (b) 5,587
Less Life Insurance Premium ves we 795
Subscriptions to Provident Fund . 350
1,145
Net taxable income _Rs. 4,442

As the Assessee’s income from all sources, viz., Rs 18,113, is more than
Rs. 10,000, but less than Rs. 20,000, ke ought to pay the tax at 16 pies + 1{12
surcharge in the rupee on his net taxable income. He has, however. paid the
tax on Rs., 11,526 at various rates from 6 pies 4+ 1'6 surcharge to 26 pies
+1/6 surcharge in the rupee. If he has paid the tax on certain income at less
than 16 pies, +1J6 surcharge he will have to pay the balance now. If, on the
other hand, he has paid on some income at more than 16 pies+1/6 surcharge,
he can claim a refund of the excess, tax paid. He will also have to pay the
tax on his taxable income of Rs. 4,442 at 16 pies + 1/12 surcharge in the
rupee.

Statement showing the Tax payable and recoverable.

In- Rate Tax Tax
Sources come pies per payable recoverable
rupee
Rs. Rs. a, p. Rs., a. p,
(a) Taxable income as
shown above . 4,442 1641[12s,c. 401 1 0 Nil
1. Salary as Secretary. 4,200 104+1/6s.c. 255 3 O ves
2. Share in the Regis-
tered Firm of Mer-
wanji and Bilimoria. 4800 104112 s,c. Nil 270 13 0
3. Merchant Manufac-
turing Co. shares ... 600 10+4+1/6 s. c. Nil 36 7 0
4, Interest from Gov- ‘
ernment Loan ... 350 1041/6 s.c. Nil 21 5 0O
5. Debenture interest. 240 1041/6 s.c. Nil 14 9 @
6. Bombay Bank shares. 1,336 1041/6 s. c, Nil 81 3 0

656 4 0 424 5 0

Thus, he would have to pay tax of Rs. 231 15 ¢
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ASSESSMENT FORM.

Assessment for 1936-1937.

DisTrRIcT OrR AREA, BOMRBAY.

valla.

Namg of Assesse—Dr. M N. Naﬁsérf— }Number in General! Index—385
Address: 103, Cumballa Hill, Bombay

Number of iniscellaneous record— 302

; SR . ' Tax de- -
S;Irlal Detailed source of income Amouni_: of ducted at | Remarks -
0. : income
: source
o ) ' Rs. Rs. a.
1- | Salary " ees 4,200 153 2
- 2: | Interest on Securities - 590 93 2 |
L Do. do, (F.of T.) ) 1,000 oo b
3 | Property 3,218
4 | Business 4,800 704 3
5 | Profession ey 817 “es
6 | Other Sources (375+41+180+ '
900+ 56). - 1,552
Dividends 1,936 305 14
{(1,125 4+ 3/29ths.) + 600}
Rs. |a,
(i) Total income = . . . e - |18,113 | 0
' ; ' v 3 Rs. | a.
(ii) Deduction on account of provident fund, insurauce
premia etc. - .| 1,145 0|
(iii) Deduct sums received as dividends or from a 4.800
firm the prohts of whlch have been charged ' 0
to tax 1,936] 0
(iv) Deduct amount of interest from tax- free securltles'l' S
: of the Government of India or of a local |
Government - we ! 10000 O] 8,881( 0
(v) Income now to be taxed T e vee 92321 0
(vi) Rate applicable 16 pies per rupee. ' T
(vii) Amount of tax vee ves 7691 5
Rs. | a.
1/6 surcharge on Rs. 4,790 - . 66| 8
e ., 4 W 442 vor 3013| 97| 5
T - 866 (10
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TP Rs., {a.§ Rs. |a.

(viii) Deduction under section 17 SR RTINS toe

(ix) Amount of dednctions at source from" salary or { 153 '2
interest on securities for which credit is given

under section 18 (5) e 93| 2
(x) Abatemeht on account of dividends (at 6 pies '
+1/6 surcharge per rupee) on Rs, 1,936 ... 117{10

{xi) Abatement on account of income trom a régistered
firm (at 10 pies +1/12 surch'u'ge per rupee)

on Rs. 4,800 27013| 63411
(xii) Net amount of refund ke . o 231 15
(xiii) Penalty under section 28 or section 25 (2)
( xiv) Total sum payable (in figures as well as in’ words) | 231 (15
Rupees Two hundred and thirty one and annas fifteen S
only.
Datea-2tstJune 1926. Income-tax Officer.

3. Tax to be calculated to nearest anna.

In calculating the amount of tax or refund payable, the amount due on a
fraction of an anna less than six pies shall be ignored, while the fraction
equal 1o or more than six pies.shall be regarded as one anna.

4. Reduction of Tax, when margin above a certain limit is small.

Where owing to the fact that the total income of any person has reached
or exceeded a certain limit he is liable to pay income-tax or to pay incomga-
tax at a higher rate, the amount of income-tax payable by him shall, where
necessary, be reduced so as not to exceed the aggregate of the following
amounts, namely —

(¢ - the amount which would have been payable if his total income
had been a sum less by one rupee than that limit, and
" (b) the.amount by which his total income exceeds that sum.

Illustrations: (1) A’s assessable income for 1936.37 is Rs. 10,050. In
ibsénce of the above clause (section 17 of the Act), he would have had to
pay Rs, 680-8 wiz, 12 pies + 1/12 surcharge in the rupee on Rs. 10,050. But
now he will have to pav Rs. 558-12 only (viz., o + & above), as shown
below .:— S -

(@) Rs. 507 12 0O viz., 9 pies + 1/12 surcharge in the rupee on Rs. 9,999

o, (one rupee less than Rs. 10.000. )

() ,, 51 00 wiz, Rs. 10,050 less Rs. 9,999,

Rs. 558 12 0



(2) B’s Income for the year ending 31-3-1936 fror.. .
(a) Business Rs., 5,010, with Life Insurance Premium of Rs. 100.

OR
Rs. Rs,
() Property e . 4,910
Interest on Tax Free Securities ... 100 5,010
OR
(c) Profession - . 4910

Share in Unregistered Firm (taxed to I.T.) ... 100 5,010

In either of the above three cases, the tax payable is Rs, 176.14.0 as
follows ;=

Rs. a. p.
On Rs. 4,899 (i.c.) 4,999-100) @ 6 pies + 1/12 surcharge 165 14 0
Add Rs. 11 (i.e 5,010-4,999) ver e i1 0 O
176 14 0
(3) C’s Income for 1936-37 assessment is from :—
_ Rs. Rs.

(a) Business _ C eee e 4,910

Gross Dividends vee 100 5,010
OR

(b) Profession o 4,910

Gross Interest on Securities (taxed at source) ... 100 5,010
OR
(¢} Property e 4910

Share in Registered Firm (taxed To I. T.) ... 100 5,010

In either of the a and b cases, C will have to pay Rs. 164-11 as
follows :—

Rs. a. p. Rs. a. p.

On Rs. 4.899, at 6 pies + 1/12 surcharge .. 165 14 0

» ». 100 ,, » w + 16 s.c. .. 3 100

169 8§ 0

Add RS. 11 (1.060 5‘010_""4,999) (¥ 1] (X 1] ll 0 0
| | 180 8 0

Less 26 pies + 1/6 surcharge on Rs. 100 .., 1513 0

164 11
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In the case of C, C will have to pay Rs, 165-9 as follows:—

: Rs. a. p

On Rs. 4,999 @ 6 pies 4+ 1/12 surcharge per rupee . 169 4 0
Add Rs. 11 (i.e. Rs. 5,010-4,999) 11 0 O
180 4 0

Less 26 pies +1[12 surcharge on Rs. 100 14 11 0
165 9 0

(4) D has got income for 193637 assessment year from business Rs. 896
and from Tax Free Securities Rs. 1,152. He pays Life Insurance Premium of
Rs. 121, He will have to pay a tax of Rs. 26-4-0 no relief being admissible
to him under sec. 17 of the Indian I. T. Act, 1922.

Rs.
Interest on T. F. Securities - 1,152
Business . e 896
Total ... 2,048
Rs.

Less Insurance . vee 121
T. F. Interest _ 1,152 1,273
Income taxable at 6 pies + 1/12 surcharge 775

Tax at 6 pies +# surcharge is equal to Rs, 26—4

(5) E has for the year ending 31-3.1936 business income of Rs. 2,935
and pays Life insurance Premium of Rs. 200. His income from T. F. Securi-
ties is Rs. 2,075. He will pay Income-Tax of Rs. 103-4-0 thus:—

Rs.
Business are 2,935
Tax Free Securities Interest 2,075

Total ... 5,010

Rs. a. p.

On Rs. 2,724, ¢. i. 4,999-(2,075 x 200)
@ 6 pies + 1/12 surcharge 92 4 0
Add Rs. 11{;. . 5,010-4,999) 11 0 0
103 4 0

(6) F is a property owner, with an annual net income of Rs, 896/- from
that source. His business yielded a net profit of Rs. 1,152/- making his total
income 1936-37 assessment year of Rs. 2,048/-. He pays insurance prémium
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on his life @ Rs. 121 per annum. He wilt pay a ‘tax of Rs.44-14 as
follows:—

. Ce o _Rs- Rs po
Income under sec. 17 (i, ¢. 2,048—1,999 we -~ 490 O
Less 6 pies + 112 surcharge on Rs, 121 4 20
414 0
'His assessment form will be written up thus: —
ASSESSMENT FORM
Assessment for 1936-1937
DISTRICT OR AREA—BOMBAY

Name of Assessee; F Number in General Index—39

Address:- 35, Kalbadevi }

Road, Bombay. Number of miscellaneous record—41

. - : N Y “ ¢ Tax de-
_S;Jr(;al ~ Detailed sources of income A{t;g\;glteof ducted at Remarks
Copte e T TR L "goutee ] 0
‘Rs.. ¢ *Rs., a.
1 ..
2 L
3 | Property 896
4 [ Business 1,152 ¢
6
: Rs |a.
7. {i) Total income T o 204381 0
r ‘ . .. | Rs. la.
(ii) Deduction on account of provident fund, insurance’ b
(. . premia, ete. . 121 | @

(iii) Deduct sums received as dividends or from a firm
the profits of which have been charged to tax ...

"(vi) Deduct amount of interest from tax-free securities
- ot the Goyernment of India or of a Local Govern-

. i ment : SN .
e g R : '_f 'szl '0:




_ Rs. |a.
(v) Income now to be taxed e 1,927 1 0
(vi} Rate applicable 6 pies per rupee...
(vii) Amount of tax 60| 4
1/12 surcharge oes 510
651 4
Rs. |a.
(viii) Deduction under section 17 20| 6
(ix) Amount of deductions at source from salary or
interest on securities for which credit is given
under section 18 (5)
(x) Abatement on account of dividends (at———ples
per rupee) |
(xi) Abatement on ac:t,ount of income from a reglstered I
20, 6
(xii) Net amount of tax 44 |14
(xiii) Penalty under section 28 or section 25 (2)
(xiv) Total sum payable (in figures as well as in words), 44 114
Rupees Forty-four and annas Fourteen.
, X. Y. Z,
Daled 21st June 1936. Income-tax Officer.
Note:—On Rs, 2,048 @ rate= (2,048-1,999) =49.0-0
Less 6 pies+1[12 surcharge on Rs. 121 4.2-0
| Rs. 44-14-0

(7) G’s income is as follows : He pays a Life Insurance Premium of
Rs. 200.

Business aes we Rs. 2,075
Property .er 2,935
5,010

He will have to pay a tax of Rs. 173-8 as follows:—
On Rs. 4,799 (i, e. 4,999-200)

@ 6 pies + 1/12 surcharge .. Rs. 162-8
Add Rs. 11 (. e. 5010-4,999) ees e e 11-0
Rs. 173-8

Noler—

In absence of section 17, G would have had to pay Rs. 244-5-0, 7. e. on
Rs. 4,810 (7. e. 5,010-200) @ 9 pies + 1/12 surcharge.
N
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ASSESSMENT FORM

Assessment for 1936-1937 |

DistRICT OR AREA—BOMBAY.

Name of Assessee. G.
Address : 25, Girgaum

Number in general Index—325

Road, Bombay. Number of miscellaneous record—2389
Serial Amount Tax
;}r‘;‘ Detailed sources of income. of deducted | REMARKS.

income. l at source.

Rs, Rs. a.
1
2
3 | Property 2,935
4 | Business ves 2,075
5
6
. Rs. |a.
(i) Total income 5010 0
Rs. |a.
(71)) Deduct on account of provident fund, insurance
premia, etc. . e 200 O
(##) Deduct sums received as dividends or from a
firm the profits of which have been charged
to tax . e
(vi) Deduct amount of mterest from tax- free securities
of the Government of India or of a local Govern-
ment. ’
200! 0
(v) Income now to be taxed 48101 0
(v{) Rate applicable nine pies per rupee.
(vii) Amount of tax - . 225 8
1/12 surcharge 18 /13
244 5
Rs. ia.
(viti) Deduction under section 17 70 13
(ix) Amount-of deductions at source from salary or
interest on securities for which credit is given
under section 18 (5)
(x) Abatement on account of dividends (at
pies per rupee) e
(i} Abatement on account of income frorn a register-
- ed firm (at pies per rupee) 20|13
: i
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Rs. |a.

(xi7) Net amount of tax 173 8
{ a7ii) Peunalty under section 28 or section 25 (2)

{ xiv} Total sum payable (in figures as well as in words). 173 8
Rupees One Hundred & Seventy-three and annas

Eight only.
A B. C.

Daled 21st June 1936. Income-tax Officer. 7

Nole:—On Rs. 4,799 (7. e. 4,999-200) @ 6 pies+1/12 Sarcharge= 162 8

Add Rs. 11 (4. e. 5,010-4,999) 11 0

Rs. 173 8

5. Appearance by authorised representative.

Any Assessee, who is entitled or required to attend before any Income-
Tax Official in connection with any proceedings under this Act, may attend
either in person or by any person authorized by him in writing in this behalf.

6. Place of Assessment.

Where an Assessee carries on business profession at any one place, he
shall be assessed by the Income-Tax Officer of the area in which that place
is situate or, where the business or profession 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.

In other cases, the Assessee will be assessed by the Income-tax Officer
of the area in which he resides.

7. Insurance Companies.
(@) Rules for determining Tazxable Income.

(1) Life Assurance and Annuily Business:—The taxable income of insur-
ance companies carrying on Life Assurance or Annuity business shall be
determined by taking the annual average of the total profits disclosed by the
last preceding actuarial valuation.

Provided that any deductions made from the Gross Income, in arriving
at the actuarial valuation, which are not admissible for the purpose of income-
tax assessment and any Indian income-tax deducted from or paid on income
derived from investments before such income is received, shall be added to
the net profits disclosed by the valuation,
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If the tax deducted at source from interest on investments of such
companies exceeds the tax on profits thus calculated, a refund may, as a con-
cession be permitted of the amount by which the deduction from interest on
investments exceeds the tax payable on profits.

(2) Fire Marine, efc., Business—In determining the taxable income of
insurance companies carrying on other classes of insurance business, such as
Fire, Marine, Personal Accident, Employer’s Liability, Fidelity Guarantee,
Burglary, Third Party, etc., the taxable income shall be determined by
annual calculation of profits, bat the amounts actually credited by any such
insurance company in the ordinary accounts of its business for the previous
year to any fund established for the sole purpose of forming a reserve to
meet outstanding or unexpired liabilities to policy-holders (including theiein
risk of exceptional losses) shall be treated as expenditure incurred solely for
the purpose of earning the profits of the business in that year.

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

(4) Indian Branches of Non-Resident Inmsurance Companies:—The total
income of the Indian branches of non-resident insurance companies (Life,
Marine, Fire, Accident, Burglary, Fidelity, Guarantee, etc.), in the absence of
more reliable data, may be deemed to be the proportion of the total income,
profits or gains of the compénies, corresponding to the proportion which
their Indian premium income bears to their total premium income,

(b) Actual Assessment,

The above rules relate merely to the determination of taxable income
from different classes of insurance business. The actual assessment, however,
of an insurance company carrying on more than one class of business should
be determined as to its rate and amount by its aggregate taxable income
from all classes of business which it carries on.

8. Assessment on Owners and Charterers of Tramp steamers, etc.

The provisions of this clause shall, notwithstanding anything contained in
the other provisions of this Act, apply for the purpose of the levy and
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recovery of tax in the case of any person who resides out of British India
and carries on Business in British India in any year as the owner or
charterer of a ship (such person hereinafter in this chapter being referred to
as the principal), unless the Income-Tax Officer is satisfied that there is an
agent of such principal from whom the tax will be recoverable in the follow-
ing year under the other provisions of this Act.

Before the departure from any port in British India of any ship
in respect of which the provisions of this chapter apply, the master of the
ship shall prepare and furnish to the Income-Tax Officer a return of the full
amount paid or payable to the principal, or to any person on his behalf, on
account of the carriage of all passengers, live-stock or goods shipped at the
port since the last arrival of the ship thereat.

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

When the profits and gains have been assessed as aforesaid, the
Income-tax Officer shall determine the sum payable as tax thereon, at the rate
for the time being applicable to the total income of a company, and such sum
shall be payable by the master of the ship, and a port clearance shall not be
granted to the ship until the Custom’s Collector or other officer duly authorise
ed to grant the same, is satisfied that the tax has been duly paid.

Nothing in this chapter shall be deemed to prevent a principal from
claiming, in any year following that in which any payment has been made on
his behalf under this chapter, that an assessment be made of his total income
in the previous year, and that the {ax payable on the basis thereof be deter-
mined in accordance with the other provisions of this Act, and, if he so claims
any such payment as aforesaid shall be treated as a payment in advance of the
tax and the difference between the sum so paid, and the amount of tax

found payable by him, shall be paid by him or refunded to him as the case
may be.

[llustrations ‘—

INCOME-TAX FORM, 1936-37.

Name of vessel : S. S, “Miyamaru,’”

Name of owners (or charterers): A. B, C. & Co., Finland.
Name of Agent in Bombay (if any) : Messrs, Niyogami, Ltd.
Number of passengers shipped in Bombay : Nil.

Nalit ol Sl e
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5. Quantity of live stock shipped in Bombay: Nil.
Tonnage loaded in Bombay : 7,000 tons D, W.
Amount paid or payble to the Owners or Charterers on account of :—

(A) Item number 4 above .. ... Rs. Nil

(B) Item No. 5 above e we . Nil
(C} Item No. 6 above e o 87804 14 O
8. Probable date of departure of ship ... - 3lst May 1936.

P. Q. R,,

Signature of Master of Ship,

1. Amount paid or payable . Rs. 87,804 14 0

2. Profits at one-twentieth ey 4,390 3 11}

3. Tax due at 26 pies + 1/12 surcharge e ay 644 1 O

P. D,

Income-tax Officer.

The X. Y, Z. Co., Ltd. 5, Hornby Road,
Bombay, 28th June 1636.
The Senior Income-tax Officer,
Bombay.
Sir, .
S. S. “Brownside.”

We have the honour to inform you that the total freight accruing to
Owners for the above vessel’s present voyage amounts to as under :—

S. 8. Brownside, Glasgow. _
Total 6,782, 1328, T DfW, at the charter rate of 14/6 per ton for one loading
port to two discharging ports s . £4917 011,
.For assessments of profits 1/20th of £ 4,917-0-11 = £ 245-17-0, at 1/5 29{32
rate of exchange on 19-6-1935, the date of steamer’s sailing, Rs. 3,295-2-6

We would request you to kindly confirm the above by submitting your
notice of demand at your earliest convenience,

“We have the honour fo be,
Sir,
Your most obedient servants,
A. B. & Co.
Agents,

The X, Y. Z. Co,, Ltd.
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9. Liability of Persons other than Assessee.
(a) Guardians, Trustees and Others.

In the case of any guardian, trustee or agent of any person being a minor»
lunatic or idiot, or residing out of British India (called hereinafter “Benefi-
ciaries”), being in receipt on behalf of such beneficiary of any income, profits
or gains chargeable under this Act, the tax shall be levied upon and recove-
rable from such guardian, trustee or agent, as the case may be, in like manner
and to the same amount as it would be leviable upon and recoverable from
any such beneficiary if of full age, sound mind or resident in British India
and in direct receipt of such income, profits or gains and all the provisions of
this Act shall apply accordingly.

lf a guardian, trustee or agent disposes of the assets and funds i~ his
hands, without paying or providing for any income-tax due, he renders him-
self personally liable to pay the tax, since he will be deemed to have
misapplied the assets and funds.

(b) Couris of Wards, elc.

In the case of income, profits or gains chargeable under this Act, which
is receivable by the Court of Wards, the Administrator-General, the Official
Trustee, or by any receiver or manager, appointed by or under any order of
a Court, the tax shall be levied upon and recoverable from such party, in the
like manner and to the same amount as it would be leviable upon and reco-
verable from any person on whose behalf such income, profits or gains, is
received and all the provisions of this Act shall apply accordingly.

(¢c) Non-Residenis.

(1) In the case of any person residing out of British India, all profits or
gains accruing or arising to such person, whether directly or indirectly,
through or from any business connection or property in British India shall be
deemed to be income accruing or arising within British India, and shall be
chargeable to income-tax in the name of the agent of any such person, and
such agent shall be deemed to be, for all the purposes of the Act, the Assessee
in respect of such income-tax.

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

(2) When a person not resident in British India, and not being a British
subject, or a firm, or company, constituted within His Majesty’s dominions
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or a branch thereof, carries on business with a person resident in British
India, and it appears to the Income-Tax Officer, or the Assistant Commis-
‘sioner, as the case may be, that owing to the close connection between the
resident and the non-resident person and to the substantial control exercised
by the non-resident over the resident, the course of business between those
persons is so arranged, that the business done by the resident in pursuance of
his connection with the non-resident produces to the resident either 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 been derived therefrom, shall be chargeable to income-tax in
the name of the resident person, who shall be, for all the purposes of this
Act, the Assessee in respect of such income-tax.

(3) Where any profits or gains have accrued or arisen to any person
directly or indirectly from the sale in British India by him or by any agency
or branch on his behalf of any merchandise exported to British India by him
or any agency or branch on his behalf from any place outside British India,
the profits or gains shall be deemed to have accrued and arisen and to have
been received in British India, and no allowance shall be made under sub-
section (2) of section 10 in respect of any buying or other commission what-
soever not actually paid, or of any other amounts not actually spent, for the
purpose of earning such profits or gains.”

In any case in which the Income-Tax Officer is of opinion that the actual
amount of the income, profits or gains accruing or arising to any person
residing out of British India, whether directly or indirectly through or from
any business connection in British India, cannot be ascertained, the amount of
such income, profits or gains for the purposes of assessment to income-tax
may be calculated on such percentage of the turnover so accruing or arising
as the Income-Tax Officer may consider to be reasonable, or on an amount
which bears the same proportion to the total profits of the business of such
person (such profits being computed in accordance with the provisions of the
Indian Income-Tax Act) as the receipts so accrning or arising bear to the
total receipts of the business, or in such other manner as the Income-Tax
Officer may deem suitable.

NoTre.—Any person employed by or on behalf of a person résiding out
of British India, or having any business connection with such person or
through whom such person is in the 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 the agent of the non-resident person, shall, for
the purposes of this Act, be deemed to be such agent. Provided that no
person shall be deemed to be the agent of a non-resident person, unless he
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has had an opportunity of being heard by the Income-Tax Officer as to his
liabiiity.

By virtue of Section 42 (1) all Profits or Gains accruing or arising to a
non-resident through or from any business connection or property in British
India are to be deemed to be income accruing or arising within British India
and are to be chargeable to Indian Income tax.

Under Section 42 such income of a non-resident would be chargeable to
income-tax in the name of his agent in British India, and the agent would be
deemed for all purposes of the Act to be the assessee in respect of such
income-tax. Section 42 is essential as some arrangement is required for realis-

ing taxes due on income profits and gains of persons residing outside British
India. '

Section 43 lays down rules for determining as to who is to be treated as
an agent particularly in a case where a non-resident has not got any appointed
agent in British India. All that is essential for the purpose of Section 42 is
that there should be some form of business in British India, and that there
should exist business connec ion between a non-resident person or company
and that business and that non-resident person should have earned income
through such business connection. It inay be stated that where the relation is
one of mere debtor and creditor there is no business connection.

The main distinction between Sections 42 and 43 is that by virtue of
Section 42 the agent is a duly appointed agent, which is distinct from the one
appointed under Section 43. Section 43 makes any person who is employed
by or on Dbehalf of a person residing out of British India or having any
business connection with such person or through whom suech person is in

receipt of any income prohts or gains thereby creating an artificial position of
an agent.

ustration (1):—

A is an Agent of non-resident B. A looks after B’s properties, collects
rents, pays Municipal Bills etc. in Bombay on behalf of B. In a case like
this A is held as the Statutory Agent of B on account of income arising to
B through property in British India. B shall be chargeable to income-tax in
the name of his Agent A, and the Agent shall be deemed to be the assessee in
respect of such income.

Hustration (2):—

A sells goods of B in Bombay in the name of B {as representative of B}, -
in such a way that all his acts with the local customers or buyers bind the

Principal B, as also any bad debts on such sales fall on B the Principal. In
O
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such a case any profits or gains arising to B (non-resident), his Agent A
shall be deemed liable to pay tax on income accruing in British India and
shall be chargeable to tax in the name of the Agent A;and A shail be
deemed to be for the purposes of this act the Assessee in respect of Profits
of such sale.

Hlustraiion (3):—

A Company limited by shares (non-resident, in United Kingdom has a
subsidiary compaay in Bombay, of which the parent company holds say 997
of shares in the subsidiary company, leaving nominal shares of about 1
per centage to the Manager in Bombay makes profits on goods supplied
to the subsidiary company. In this case the subsidiary company will be
ordinarily liable for its own profits, and also under Section 42 (1} as Agent
of the non-resident for profits made by the parent comp‘my on the goods
supplied to the subsidiary company.

NOTE:—The Subsidiary company is liable to be assessed for profits of
the parent company, because a business connection has existed within the
meaning of Section 42 (1) between the two companies and the profits and
and gains arose to the non-resident company either directly or indirectly
through such business connection. .

(d) Liquidalors and Trustees.

The liability of such persous is similar to that of guardians and agents, as
stated in the above paragraph {a). If therefore, a liquidator or trustee
distributes the assets in his hands, without providing for income-tax, he will
have to pay the tax out of his own pocket.

10. Liability in case of a discontinued firm or partnership.

When 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 payable in respect of the income, profits and gains of the firm.
Notice of discontinuance should be given.

11. Recovery of Tax and Penalties.

(a) Tax when payable:-~The amount specified as payable in a notice of
demand or an order shall be paid within the time, at the place, and to the
person, mentioned in the notice or order, or if a time is not so mentioned,
then on or before the first day of the second month following the date of the
notice or order, and any Assessee {ailing so to pay shall be deemed to be in
deiault, provided that when an Assessee has presented a petition, the Officer
may in his discretion treat the Assessee as not being in default as long as such
‘petition is undisposed of. '
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{b) Mode and time of recovery:—

(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 exceeding that amount shall be recovered
from the Assessee by way of penalty.

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 con.
tinuing default, so however that the total sum so directed to be recovered
shall not exceed the amount of the arrears payable.

(2) Where there is no regular staff for the collection of the tax, and
where there is no movable property of an Assessee which could be attached,
the Income-Tax Officer may forward to the Collector a certificate under his
signature specifying the amount of arrears due from an Assessee, and the
Collector, on receipt of such certificate, will proceed to recover from such
Assessee the amount specified therein as if it were an arrear of land-revenue.

Provided that without prejondice to any other powers of the Collector in
this behalf, he shall for the purpose of recovering the said amount have in
respect of the attachment and sale of debts due to the assessee the powers
which under the Code of Civil Procedure 1908, a Civil Court 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 enforceable for the recovery
of an arrear of any municipal tax or local rate imposed under any enactment
for the time being in force in any part of the province, the Income-Tax Officer

may proceed to recover the amount due by such process.

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

(5) 1If any Assesser is in receipt of any income chargeable under the
head “Salaries,” the Income-Tax Officer may require any person paying the
same to deduct from any payment subsequent to the date of such requisition,
any arrears due from such Assessee, and such person shall comply with any
such requisition and shall pay the sums so deducted to the credit of the
Government of India, or as the Central Board of Revenue directs.

(6) The Local Government may direct, with respect to any specified
area, that income-tax shall be received therein, with, and as an addition to,
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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 clause 9 (¢) above, no
proceedings for the recovery of any sum payable under this Act shall be com-
menced after the expiration of one year from the last day of the year in
which any demand is made under this Act.

(c) Recovery of Penalties:—Any sum imposed by way of penalty under
this Act shall be recoverable in the manner provided above for the recovery
of arrears of tax.

Notice of imposing a Penalty under Section 46, Indian
Income-tax Act, 1922,

INncoME-TAX OFFICE,

Dated 193

*

To

YWhereas you have not paid the sum of
due on accoant of Income-tax for the year ' on the
prescribed date in accordance with the notice of
demand sent to you on you are hereby informed

that a penalty of Rs. has been imposed upon you under
section 46 (1) of the Indian Income-tax Act, 1922.

2. You are further informed that if you pay the amount of tax due on or

before the 193 , a sum of Rs,

will be remitted from the penalty and the sum of Rs. will

be payable by you. A chalan for the payment of Rs. is
Treasury

accordingly enclosed for presentation at the Sub-Treasury
Branch of Imperial Bank of India

at but is only valid upto and including
the 193 .. If payment is not made on or before
this date, it will be necessary for you to apply to me for the issue of a new
chalan, *{and a warrant of distress will be issued for the recovery of the
whole amount due with costs).

Office Seal.

Income-tax Officer.

* For use in those areas only in which the Commissioner of Income-Tax has issued
ipstructions under section 46(3),
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Second or subsequent notice regarding the imposition of a penalty
. under section 46, Indian Income-tax Act, 1922,

Income-Tax OFFIcR,

Daled 193

To

Whereas a penalty of Rs, was imposed on you
on the 193 under section 46 (1) of the Indian Income-tax
Act, 1922, and whereas you were informed that if the arrear of income-tax due
from you was paid on or before the 193 , a certain
sum would Dbe remitted from the penalty, and whereas the arrear of income-
tax has not been paid by the date aforesaid and the concession has lapsed,
you are hereby informed that if you pay the said arrear on or before

193  a sum of Rs. will be
remitted from the penalty and the sum of Rs. will be
payable by you. A chalan for the payment of Rs. is

Treasury '

accordingly enclosed for presentation at the Sub-Treasury
Branch of Imperial Bank of India

at but is only valid up to and including
the 193 . If payment is not made on or before this
date, it will be necessary for you to apply to me for the issue of a new chalan,
*(and a warrant of distress will be issued for the recovery of the whole
amount due with costs).

Office Seal.

Income-tax Officer.

*For use in those areas only in which the Commssioner of Income-tax has issued
instructions under section 46 (3),
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Certificate under section 46 (2) of the Indian Income-tax Act, 1922

INcOME-TAX OFFILE :
Daled 193
To
| THE COLLECTIOR,

DisTRICT.

This is to certify that the sum of Ks
which is due from
son of

resident of

Income-tax

supor-tax and penalty is in arrear. With reference to the

on acount of

provisions of sub-section (2) of section 46 of the Indian Income-tax Act, 1922,
you are hereby requested to _recovér the same as if it were an arrear of land

revenue.

Seal,

Income lax Officer.



No.

Distress Warrant

- 193 .

ver in Index Register—

ter in register of demand and
ections—

of gervice of notice imgosing
alty under section 46 (1)—

of Distraining Officer—

ot demanded Rs....vvevvees

Income-tax Officer

- BRI R = 333333338333 ¢

SR =-B==

No.
Distress Warrant.

INCOME-TAX OFFICE,

To

Whereas of

bas not paid or shown sufficient cause, to my satisfaction, for the non-payment of
the sum of Rs,

Income-ta
due on account of E;u-e—taxx (as detailed below) for the year although the said sum has been duly de-
manded in writing from the gaid * [and
whereas an order has been issued under section 46 (1) of the Indian Income-tax Act, 1922, that, in
addition to the amount of the aforesaid arrears, a sum of Rs, shall be levied by way of
penalty and the said was warned that if the amonnt of arreazs

and penalty aforesaid were not paid within fifteen days, a warrant of distress would be issued] * [and
whereas thg said period of fifteen days has elapsed] this is to direct you to distrain
movable property .
1
the ¥ goods and chattlas of the said
to the amount of the said sum of Rs. together with * [a fee of Rs. pay-
able on the issne of this warrant and] such further sum as may be sufficient to defray the cost of
recovering the said amounts and if within seven days next after such distress the said sum of Ras.
shall not Ye paid together with such further sum as shall be suificient to defray the said costs, to sel
th id t movable property
o sal goods apd chattles
sum oi Hs and the cost of recovering the same, to return the surplus, if any, and if the
three years

one year

; and having paid and deducted out of the proceeds of the sale the said

same be demanded within t from the date of the sale, to the person whom you shafl find

movatle property

goods and chattles
the said you are to certify the same to me together with this warrant.
Details ¢f amount due,

in possession of the said property, If pufficient distress cannot be found of the 1

Given under my hand and seal
this day of 193

* The words in brackets should be omitted or modified according to circumstances.
1 The superfluons words should te deleted.

} Income-tux Officer,

~

611
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12. Religious, Charitable and like Institutions.

When investments are held by concerns like Church, Hospital, Library,
Gymkhana, Museum, Accountant Scciety and similar institutions, whose
only cbject is to promote the cause of religion, charity, education, health,
science, etc., and wherein the income from investments is received less tax,
a refund of the full amount of the tax so deducted can be claimed, if the
Income-Tax Officer be satisfied that the income under question has been
applied solely towards the promotion of the said or similar causes.

13. Refund of Income-tax.

Application | for Refund.—An application for a refund of income-tax
must be made in the form prescribed by Rule 36 of the Act.

The new Section 49 A gives power to make adjustments, where refund is
due. The whole or any part of the amount of refund may be set off against
the tax remaining payable by the person to whom refund is due.

The new Section 49-B gives a right to receive or claim refund to the
legal representative of an assessee disabled to make a claim through death,
incapacity, bankruptcy or other cause.

(1) If ashare-holder in a company who has received any dividend there-
from satisfies the Income-Tax Officer or other authority appointed by the
Governor-General in Council in this bebalf that the rate of income-tax appli-
cable to the profits or gains of the company at the time of the declaration of
such dividend is greater than the rate applicable to his total income of the
vear in which such dividend was declared, or that his total income in such
year is below the minimum chargeable with income-tax, he shall on produc-
tion of the certificate received by him under the provisions of section 20, be
entitled to a refund on the amount of such dividend (including the amount of
the tax thereon) calculated at the difference between those rates or at the
rate applicable to the profits and gains of the Company at the time of the
declaration of such dividend, as the case may be.

(2) If a member of a registered firm satishes the Income-tax Officer
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 chargeable with income-tax, he will be entitled to a
refund on his share of those profits or gains calculated at the difference
between those rates, or at the rate at which income-tax has been levied as the
case may be. '
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(3) 1f the owner of a security from the interest on which; ot anv person
from whose salary, income-tax has been deducted in accordance with the
provisions of sections 18, satisfies the Income-Tax Officer or other authority
appointed by the Governor General in Council in this behalf, that the rate of
income-tax applicable to his total income of the previous year was less thaun
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 will be entitled to a refund on the

amount of interest or salary for which such deduction has been made calcu-
lated at the difference between those rates, |

(4) For the purposes of this section, ‘total income’ includes 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 tetal income unde!
section 16, or at the rate at which income-tax has.been deducted; as the ease
may be.

(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.

(6) “If in any case not provided for by Section 48 or by the provisions
relating to refunds elsewhere contained in this Act the Income-tax Officer is
satisfied, upon claim made in this behalf, that tax has been paid by or on be~
half of any person with which he was not properly chargeable, or which was
in excess of the amount with which he was properly chargeable, the Income-
tax Ofhcer shall allow a refund to such person of the amount so paid or so
paid in excess.”

(7) ““The Assistant Commissioner in the exercise of his appellate powers
or the Commissioner in the exercise of his appellate powers or powers of
revision if satisfied 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.”

(8) “'Nothing in this Section shall operate to validate any objection ot
appeal which is otherwise invalid or to authorise the revision of any assess-
ment or other matter which become hAnal and conclusive, or the review by any
Officer of a decision of his own which is subject to appeal or revision, or
where any relief is specifically provided elsewhere in thS Ac’t to entitle any
person to any relief other ot greater than that réelief.”

P
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The amendments to Section 48 remedy certain defects in the provisions
of the Act relating to refunds. The refund of tax deducted at source to a
person, whose income was below the taxable limit, or who had no iucome
directly taxable in British India, though allowed so far, was not authorised
under the Act. Those who are admitted to the benefits of partnership in a
registered firm, but are not partners, can now be allowed refund.

A firm, with one or more minors admitted to the benefits of partnership,
was registered and assessed before the passing of this amendment. A claim
for refund on behalf of the minotr or minors will not be admitted, because,
when the income was assessed against the firm, those who were admitted to
the benefits of partnership were not entitled to any refund of tax levied on
the profits or gains of the registered firm.

The new Section 48A gives a general power to make refunds, whether
during assessment or other proceedings under the Act, or an appeal, in cases
which are not provided for under the Act.

A claim must be made in this behalf. The Income-tax Officer, the
Assistant Commissioner or the Commissioner of Income-tax, as the case may
be, must be satished that tax has been paid, which is not properly chzirgca-ble,
or tax has been paid in excess of what was properly chargeable,

Refund can be allowed under this Section in the following and similar
cases — ' '

(a) where tax has been deducted at source, without giving deduction
on account of Life Insurance Premium.

() where tax has been deducted from income, to which the Act does
not apply.

(¢) where tax has been paid on an assessment made under Sec. 23 (4},
before it is re-opened under Sec. 27.

(i) where the income of an individual consists solely of interest from
Government securities or of dividends on the shares of Joint
Stock Companies, refund will be allowed of the tax deducted on
the amcunt of the Life Insurance Premium paid,

(¢) where, because of the reduction of income in appeal against the
assessiment ol an unregistered firm, the total income of a partner
having other sources of income becomes liable to be taxed at a
rate lower than the rate al which he has paid tax, he may put in
his claim for reiund under this Section.
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Application for refund of income-tax under section 48 of the
indian Incomestax Act, 1922.

I of
do hereby state that my income from all sources to which the Act aoplies
during the year ending on the 31st March, 193 , as shown
in the return annexed amounted to Rs. only. -

I therefore pray for a refund of :(—

Rs under “Salaries”
Rs. under “‘Securities”
Rs. . under "'Dividends”
{from Companies"”
Rs. under ‘‘Share of
profits of the registered
firm or partuership” known as of which I am

a partner.

Stgnalure

I hereby declare that what is stated herein is correct.
Daled ‘ ' Signature

NOTES

1. The application should be accompanied by a return of total income
in the form prescribed under section 22, unless the applicant has already
made such a return to the Income-tax Officer.

2. Where the application is made in respect of interest on securities or
dividends from companies, the application should be accompanied by the
certificate prescribed under section 18 (9) or section 20, as the case may be.

3. The application for a refund should be made to the Income-tax
Oificer for the district in which the applicant is chargeable directly to income-
tax. or, if he is not chargeable directly to Income-tax, to the Income-tax Officer
for the district in which the applicant ordinarily resides, or if he is not resident
in British India—

(¢) to the Income-tax Officer of the district or area in which he was
last charged directly to income-tax when so resident, or

(77) if he has never been so resident, to the Income-tax Officer of the
district or area where the income-tax for the refund of which
application is.made was deducted.
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4. The application may be presented by the applicant in person or
through a duly authorized agent or may be sent by post.

(b) Relief from Double Income-Tax :—
(1) In respect of United Kingdom Income-Tax.—

(I} If any person who has paid Indian income-tax for any year on any
part of his income, proves to the satisfaction of the Income-tax 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 which he was entitled to, and has
obtained relief under the provisions of section 27 of the Finance Act, 1920, is
less than the Indian rate of tax charged in respect of that part of his income,
he will be entitled to a refund of a sum calculated on that part of his income
at a rate equal to the difference between the Indian rate of tax and the rate
at which he was entitled to and obtained relief under that section. '

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

(2) In sub-section (1):—

(¢) The expression “Indian income-tax” means income-tax and super-
tax charged in accordance with the provisions of this Act;

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

(¢} the expression “United Kingdom income-tax’”’ means income-tax
and super-tax chargeable in accordance with the provisions of
the Income-tax Acts,

The above may be summarised thus:— :

{(a) When the effective Indian rate of tax is less than kalf of the
appropriate English (i. ¢. of United Kingdom) rate, relief could
be obtained only in the United Kindom, viz., the Indian rate will
be deducted from the English rate and the tax will be pavable, at
the balance rate, on the income doubly taxable. Provided that
the maximum rate of relief given by the United Kindom shall not
exceed one-half of the English rate.

(b)) When the effective Indian rate of tax is more than half of the
- appropriate English rate,

(1) At first, relief should be obtained inthe United Kindom, viz.
refund will be allowed, at half of English rate, and

(2) Thereafter, upon production of certificate of refund as in para {1)
above, refund will be allowed in India, at the excess of Indian
rate over half of English rate, provided that such excess rate,
shall not exceed half of effective Indian rate.
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The effect of the above arrangement is that where Income is liable to
taxation both in the United Kingdom and in India, it should pay only at the
highest rate leviable in either country,

In order to obtain relief in India, a claimant is required to supply the
official receipt for the United Kingdom income-tax paid. the notice of assess.
ment in particular showing the basis on which the lability has been computed
and a certificate of the Income-Tax Authorities showing what reliel has
actually been pranted to him in the United Kingdom. ‘ '

I.T. +S. T.

NOTE—EFFECTIVE RATE= -
Total Income

“Total Income” for the purposes of refund under §49 is the larger of the
two incomes. viz., (A) the total income within the meaning of § 16, deducting
therefrom sums cxempted from tax under § 7 (1) proviso (7. e. contribution to
Annuity Fund or Provident Fund), § 8 proviso (i, e. interest on Tax Free
Securities) and § 15 (4. e. Life Insurance premium ), but #of the sums mentioned
in § 14 (2) G. e. on which the partner or shareholder suffers tax indirectly);
and (B) the total income minus Rs. 50,000 (or Rs. 75,000 in the case of a
Joint Hindu Family), and further reduced by any sums that the assessee may
have received froin an Unregistered Firm that has itself paid S. T.

In order to ascertain the refund; ascertain the total tax (7. e. I. T, + S. T.)
paid. Divide the latter Ly the larger income (as explained above), the
quotient being the Indian Effective Rate of Tax. Deduct half of English
Rate from the latter. Balance is the rate (which should not exceed half of
Indian Effective Rate), at which refund should be allowed on the Income tax.
ed twice over. o '

Hlustrations . —
I. INDIVIDUALS,
Specimen of Application for Certificate of Indian Tax paid.
915, Queen’s Road,
" Bowmbay, O May 19....ceie .
The Income-tax Officer,
BOMBAY.
Sir,
I beg to request you to kindly send me a certificate to the effect that I

have paid Indian Income-tax and Super-tax on all Dividends, on the profits
of my Firm and on interest ou deposits etc., received by me, in order to
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enable me to send it to England for refnnd under 49 of the Indian I. T. Act,
1922, For this purpose, I herewith enclose a tupee stamped paper, and
shall feel obliged by your sending me a certificate on the same line as you
last favoured me on 9th January 19.........Showing that (a) the A. B.C. Co.
Ltp., from whom I received the dividends on my shares held in this com-
pany, have paid I. T. to you for all their profits at the rate of one anna six pies
in the rupee, for the year ending 31st March 19......(b) that my Firm of
X. Y. Z. have paid I. T., at the rate of one anna six pies in the rupee, on all
the profits of my firm for the same period, {(c) that I have paid 1. T. on inte-
rest and other sources of my income, for the same period, and (d) that I have
paid S. T. on my total income, for the same period.

Yours faithfully,
(8d.) P.Q.R.

Specimen of Certificate of Indian Tax Paid.

This is to certify that Mr. P. Q. R., of 915, Queen’s Road, Bombay, has
been assessed to I. Tvand 8. T, under tne Indian 1. T. Act, 1922, for the
Government year 19......-19....., and has paid the tax on his following
income, either at source or direct —

Rs.

(1) Dividends of Companies (Gross taxed) e e 9,37,027
(2) Interest on Securities 6,750
(3) Property e 32,347
(4) Business (Share in Reglstered Firm of X. Y. Z.) we  8,57,670
(5) Other Sources (Interest) e oo . 1,16,523

Total ... Rs. 19,50,317

(1) That the A. B. C. Co. Lip.,, has paid income-tax amounting to
Rs. 5,14,039-10-0, for the Government year 19......=19......, on all profits in-
cluding the dividends of Rs. 9,37,027 paid to Mr. P, Q. R. at the rate of one
anna and six pies per rupee.

(2) That the tax has also been paid on Rs. 6,750, Interest on Securities,
at the rate of one anna and six pies.

(3) That he has paid tax on the property income of Rs. 32,347 direct,
at the I. T. Office, Bombay, for the Government year 19... . -19..... .

(4) That the firm of Messrs X. Y. Z. have paid I. T. amounting to
Rs. 1,43,991.11.0, for the Government year 19......-19......, on all the profits,
including Rs. 8,57,670 paid to Mr. P. Q. R. as his share, at the rate of one
anna and six pies per rupee,



127
(5) That the tax has also been paid on the income from interest of
Rs, 1,16,523 at Bombay [. T. Office for the Government year 19......<19... 00

(6) That Mr. P.Q.R. has already paid S. T. amounting to Rs. 6,26,681-6-0,
for the Government year 19,,.00.-19......, on his total income of Rs, 19,50,317.

(Sd.) D. E, F,
Income-Tax Officer, Bombay,

Copy forwarded to Mr. P. Q R. on a rupee stamp paper, with reference
to his letter of the 9th instant.

(Sd.}) D. E. F.
Income-Tax Ofticer, Bombay.

Specimen of Application for Refund of Indian Tax.’

915, Queen’s Road.
Bombﬂy, 15, Aﬁ?’l‘l 19011003

The Income-Tax Ofhcer,
BoMBay.

Sir,
With reference to my letter dated 9th May last, for claim of relief of

double tax for 19...-19 , 1 beg to enclose herein a certificate from H. M.

Inspector of Taxes, on behalt of the Commissioner of Inland Revenue,
London.

My average exchage rate of remittances for that year, for the amounts

remitted to England, was ls.%d Please, therefore, give the necessary

refund,

Yours faithfully,
(Sd.) P. Q. R.

Specimen of Certificate of Relief allowed in the United Kingdom.

This is to certify that Mr. P. Q. R,, of 915, Queen’s Road, Bombay, has
been allowed relief from United Kingdom, for the year ended 5th April
19......, in respect of Indian I. T. and 8. T., as follows —

(2) Approximate rate of United Kingdom Income and Super-Tax
for the year ended 5 April 19......8s. 1.86724.

(6) Amount of Income assessed to United Kingdom Income and
Super-Tax, for the year ended 5 April 19......, on which relief
from United Kingdom I. T. has been allowed in respect of Indian
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Tax=4£16,869 (i.e. the income doubly taxed). being' the gross
average amount arising in India and remitted to the United
Kingdom, arrived at as follows :—

19...... ~19...... £ 12445 0 O
19.00000-19%000es 12,419 15 6
19, ...-19000ee ,, 12,512 2 4 -
. . 3)37,376 17 10
12,459
" Plus average Indian I, T. suffered
thereon e 4,410
£ 16,869

- (¢) Rate of relief allowed 4s. 0.9336d in the £., being half the appro-
ximate rate (vide (a) above)

{d) Amount of relief allowed £3.439-85, - o

(Sd.) G.H.IL,

_ H. M. Inspector of Taxes,
B On behalf of the Commissioners
. of Indian Revenue,
London, 23rd March 19...... ' o

SPECIMEN OF ASSESSMENT FORM.

Assessment for 192 -192

District oF AREA—BOMBAY.

Name of Assessee——P. Q. ] Number in General Index............594
R. ' '
_Address; 915, Queen’s - |> Number of miscellaneous
~ "Road. J record —582
= b'd .
R . : 5. E|%gd
5:2 Detailed sources of income. g“é‘ 8 | &5 REMARKS.
n ' < = } E‘j% 7
!
Rs. Rs. | a. .
1 iSalary AT eoe | eee | (F.of T.)
2 - |Interest on Securities . 2,780| ... }
Do. Do. (F.of T.) 3970, 372| 3
3 |Property e el 32347 L.
4 Business ...| 8,57,670| ... ( (share
Profession . .. ol oo |l in Reg.
5 |Other Sources _ vl 1,16,523] ... | ... |4 Firm
' 6 |Dividends 19370270 0V L || already
' R i L taxed.)

© S. I Of Rs. 19,00,317=Rs. 6.26,681.6.0.
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(i) Total income
(ii) Deducation on account of provident fund,
insurance premia, etc. sen

(iii) Deduct sums received as dividends or from a
firm the profits of which have been
charged to tax

(iv) Deduct amount of interest from tax-free
securities of the Government of India or
of a local Government

(v) Income now to be taxed

(vi) Rate applicable Eighteen pies per rupee. ...

(vii) Amount of tax

(viii) Deduction under section 17 ...

(ix) Amount of deductions at source from salary
or interest on securities for which credit

is given under section 18 (5)
(x) Abatement on account of dividends
(at pies per rupee)
(xi) * Abatement on accocnt of income from a
registered firm (at pies per
rupee)
(xii} Net amount of tax .

(xiii) Penalty under section 28 or section 25 (2)...

(xiv) Total sum payable—(in figures as well as
i.ﬂ \Vords) *09 L Xy (2 1)

Rupees Thirteen thousand, nine hundred, fifty-six,
annas nine.

Rs. [a. Rs. |a.
19,50,317
9,37,027
8,57,670
2,7801 17,97,477
1,52,840
|
Rs. a.;
; . 14,328(12
|
| 372
372|
13,956 ¢
13,956 ¢

S. T. Rupees: Six lakhs, Twenty-six thousand,

Annas six.

Dated 5th May 193 .

Ilustration:—

Income of the Assessee:

Dividends taxed we RS,
. tax (ree "
Interest on securities taxed oy

Six hundred, Eighty one

D. E. F,,
Income-tax Officer.

14,753.
42,
2,900,

Rs,

17,695.
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brdinary and Preference Dividends
Less "“Fixed Rate” Preference Dividends

Dividends on which relief was allowed in the United
Kingdom. oo
Interest on Securities.

Total income on which relief was allowed in the
United Kingdom. .

Rate of tax charged in India {as per claim under ...
Section 48 (4).

Less Rate of relief jin the United Kingdom
2sh. 6.875d or

.. Rate of refund duz

s Refund (@ 6.55 pies on :Rs. 13,648;-

REFUND UNDER 48.

Rs. 14,753
. 4,005,
Rs. 10,748.
Y 2,900.
., 13,648,

31,25 pies in the
Rupee.

24.7 pies "
6-55 1) "
Rs. 465 9 O

The total income for the purpose of sec. 49, in the above case, will be
Rs, 19,47,537/-, viz., Rs. 19,50,317—Rs. 2,780 (interest on Tax Free Securities),
while the total Indian Tax, as shown below, amounts to Rs. 8,09,262-8-0, viz.

[. T, on Dividends
I. T. on Securities Interest
[. T. on Share of profits in the firm
I. T. on other sources,
Total I. T.
S. T. as per Assessment Form above es

Rs.

Rs. a. p.

LA N 87’846 0 0
372 0 O

80,406 9 O
13956 9 0
1,82581 2 O

we 0,26681 6 O
8,09,262 8 O

Total Tax of Rs. 8,09,262-+Total Income of Rs. 19,47,537=6as. 7-— Ps.

(i. e. the Effective Indian Rate of Tax).

Relief was granted in the United Kingdom @ 4s. 0.9336 d per £.

sh. as. sh. as.
L B 20 . 16 4 4—093360 3 3104
In Indian Currency, the relief granted in the United Kingdom may be said
15 .. .
to be at 3 as. 3104 pies in the rupee.

£ 16 869 have been subject to double taxation. In Indian Currency, at

1s. 4 d., the same would amount to Rs. 2,43,065.

32



131
Refund has been allowed in the United Kingdom at 3as. 31%% pies in the

rupee, while the tax paid in India is at 6as. 7%?— pies per rupee. The excess
of the latter over the former, which is half of English rate, amounts to

3 as. 4%27— pies (viz., the balance rate).

In India, refund shcould not, however, be allowed at 3 as. 46‘2

97
pies, because this rate is more than half of Indian rate, viz ¥ x 6 as.

76 1
7 97 pies=3 as. 3 *i%i— pies.

Hence, reliet on Rs, 2,43,065, at 3as. 3i—£ pies in the rupee, amounts to

Rs. 50,501-8-0. This should be refunded to Mr. P. Q. R.

II. LIMITED COMPANIES.
(1) Re: A. B. C, Co. Ltd,;—
Specimen of Application for Certificate of Indian Tax paid.

373, Hornby Road,
Bombay, 11th February 19.ceceeeee

The Income-Tax Officer,
BOMBAY

Sir,

With reference to yvour letter dated the 9th instant, we beg to apply for
a certificate of Tax paid in India, for the year 19,,.44e=19...

When sending us the certificate, stating we have paid tax on our total
profits and gains, we shall be glad if you will please specifically mention that
such profits include the sum of £ 2,373—6—8. Dividend income received
from Messrs, X. Y. Z. Co. Ltd. You will find this amount in the Profit and

Loss account as Rs. 35,392, the conversion at ls. 4535 d. We should like

to have this mentioned in the certificaie, to enable us to recover a propor-
tion of the taxes paid thereon in the United Kingdom.

Yours faithfully,

(8d.) A. B. C. Co. Ltd.,
John Jones
Managing Director.
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Specimen of Certificate of Indian Tax paid.

Bombay, 14th February 19,0100
The Managing Director, -

A. Bc C; COO' Ltd.l BOMBAY.
Sir,
With reference to the correspondence ending with your letter of the 11th

instant, 1 have the honour to give below the certificate desired by you, which
please acknowledge.

I have etc.
(Sd.) P. F. M.
Income-Tax Officer.
Certified that the A. B. C. Company Ltd., of 373, Hornby Road, Bombay,
has been assessed in Bombay to I. T., and 8. T., for the year ended 3lst
March 19 , on all its profits and gains, including *Dividends of £2,373-6-8

or Rs. 35,392 received by it from Messrs, X. Y. Z. Co Ltd. of London for the
year ended 31st March 19......

(8d) P.F. M,
Income Tax Officer, Bombay.

*Note— This dividend income has boen specifically mentioned as per Company’s request
in its letter deted 11th instant,

Specimen of Application for Refund of Indian Tax.

373, Hornby Road,

Bombay, 20th October 19.. ...
The Income Tax Officer,

. Bombay.
Sir,

We beg to make a final application for refund of Indian Taxes under § 49
in respect of the year 19...-19_,,...

The claim is in respect of the dividend on shares held by us in Messrs.
X. Y. Z, & Co Ltd. of London. The dividend included in ocur accounts for
the year ended 31st March 19......, which formed the basis of the assessment
for the year 19 ..-19,.,, was £ 2,373--6--8 or Rs. 35,392 converted at 1s,

4—33? d (vide our letter dated 11th February last).

We have now received in the United Kingdom refund at 2/3, viz., half the
rate of tax paid and enclose certificate from the Inspector of Taxes, Loudon
to that effect. We shall be glad to receive a payment order for the refuud
due. ‘

Yours faithfully,
(Sd.) A. B.C. Co. Ltd.

John Jones,
Managing Director,
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Specimen of Certificate of Relief Allowed in the United Kingdom.‘

London, September 14th, 19......
Gentlemen,

RE A. B. C. Co. L1p.

With reference to your letter of the 12th ultimo, the gross United King-
dom income amounting to £2,400, for the year 19...-19.., has been repaid at

2/3, i.e. one half of the appropriate rate of United Kingdom Income Tax,
which is less than the rate of Indian [. T. suffered,

I am etc.,

(8d.) B.P.N.,
for Chief Inspector of Taxes.

To
Messrs. G. F. & Co.,
London.
REFUND UNDER 49,
Bowmbay, 7 November 19......
To
The Managing Director,
A. B. C, Co. 1td,,
373, Hornby Koad, Bombay.
Sir,

With reference to your letter dated the 20th ultimo, re: refund due to
your Company for the year 19..,-19...,under 49 of the I. T, Act, 1922, in
respect of the Dividend income of Rs. 35,392, received from Messrs, X. Y. Z.

Co. Ltd. of London, I have the honour to inform you that a refund of
Rs. 1,286 has been sanctioned as under :(— '

Accounts for the year ended 31st March 19...

Profit as worked out for S. T. for 19...-19... s Rs, 11,69,316

Less Statutory Allowance e 50,000
[ncome within the meaning § 49 (2) (b) wo Rs. 11,19,316
Income Tax paid on business etc. ‘e e o 72377 12 0
Do. on Dividends - we 1 22464 00
Do. on Government Securities e o 1,799 00
Super Tax paid ves we 4 09957 40
Total Tax paid Rs ... 166,598 090

B L T
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Appropriate or Effective Rate
- _1.66,598
11,99,316

Rate of relief allowed in U. K.
= 25, 3d. in the £ or 1'8000 as. in the rupee.

Relief to be allowed in India
= 2'3814 — 1'8000 = '5814 in the rupee,
on Rs. 35,392 = *5814 % 35,392 = Rs, 1,286.

This office Refund Order for Rs. 1,286 is enclosed herein, which please
acknowledge.

= 2°3814 as. in the rupee,

I have etc.

(Sd.) P.F. M.
Income Tax Officer Bombay,

(2) Re: The Oriental 01l Co. Lid.

ASSESSMENT FORM

Assessment for 1926-27

under Section 23 (1} Act XI of 1922,

DistricT OR AREA—BOMBAY,

Name of Assessee—The Oriental Number in General Index......... 129
0il Co. Ltd.
Address, 19, Hornby Road, Number of miscellaneous record 154
Serial Detailed sources Amount of Tax deduc-
No. of income. income, ted at source Remarks.
Rs. Rs. A.
I  |Business ool 2,10,287-8-4

Interest on Govt. Securities. 1,86,000-0-0 | F. O. T.
Dividend ws|  1,23387-4-0 | 12036 |0

Interest oh'Govt. Securities. 88,037-5-5 8253 |8

DN bW N
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‘Total Income
Less Exempt

S. T. Rs. 35,169-8-0

Or

Rs. A
(:} Total income 6,12,712 |1
Rs. a..
(ii) Deduction on account of provident fund, in-
surance premia, etc.
(fii) Deduct sums received as dividends or from a
firm the profits of which have been charged
to tax .. |1,28,387 |4
(iv) Deduct amount of interest from tax-free secu-
rities of the Government of India or of a local
Government v | 18600010314 38714
(v) Income now to be {axed 2,98,324 113
(vi) Rate applicable, 18 pies per rupee oee T
(vii) Amount of tax 27,967 |15
: Rs. .
(viii) Deduction under section 17 =
(ix) Amount of deductions at source from salary
or interest on securities for which credit is
given under section 18 (5) 8,253 |8
(x) Abatement on account of dividends (at——— 7
——pies per rupee) vee  fene
(xi) Abatement on account of income from a re-
gistered firm (at———npies per rupee) ot 8,253 | 8
(x11) Net amount of tax . _19,714\7
(#7if) Penalty under section 28 or section 25(2) ...
(wiv) Total sum payable in figures as well as in
words)
Rupees 19,714 (Ninteen thousand seven hund-
red fourteen) & annas 7 (Seven only).
X. Y. Z,,

liicome-tax Officer.

Total income as worked out for super-tax assessment
Less Interest on securities free of tax

e 6,12,712
X1} 1'861000
4,26,712
we 612,712
e 50,000
5.62,712

———————-te
———————rtr
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Income within the meaning of § 49 (2) (), therefore is Rs. 5,62,712

Income tax actually paid voo we 19,714.-7.-0
Do. paid @ source on Dividends 12,036-0
Do. on Securities 8,253-8
— 20,289-8-0
Super-tax paid e e 35,169-8-0
75'173-7"‘0
75,173-7-0
Appropriate rate of tax= -
5,62,712-0-0

=2,137 amnas in the rupee. Rate of relief
obtained in the United Kingdom

=2s. in the £ or annas 1.600 in the rupee.
Relief to be allowed now
=annas 2,137—1.600
= annas .537 in the rupee.
Rs, 5,62,712 % *537
Rs. 18,886

It

I, In respect of Indian Slales Income-Tax,

In exercise of the powers conferred by section 60 of the Indian Income.
Tax Acét, 1922, (X1 of 1922), the Government-General in Council is pleased
to make the following modifications in respect of Income-tax, in favour of
income on which income-tax has been charged both in British India and in
one of the Indian States referred to in the schedule to this notification (herein-
after called the said Schedule), namely:—

1, In this notification—

(a) the expression "'State Income-tax’’ means Income-tax and Super-
tax charged, in accordance with the provisions of the law relating
to income-tax for the time being in force in the State concerned;

(b) the expression ‘‘State rate of tax” means the amount of state
income tax divided by the amount of the larger of the two incomes

on which income-tax and Super-tax respectively, have been charged
by the State and;

(c) the expression “Indian Income-tax’ and "Indian rate of tax” have

the same meaning as in clauses (a) and (b), respectively, of section
49 (2) of the Act.

2, _ If any person, who has paid Indian Income-tax for any vear on any
part ot-histncome, proves to the satisfaction of the Income-Tax Officer that
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he has paid the State Income-tax in one of the States mentioned in the said
schedule, for that year in respect of the same part of his income, he shall be
entitled to the refund of a sum calculated on that part of his income, at a rate
equal to half the State rate of Tax :—

Provided that the rate at which the refund shall be given shall not exceed
one-half of the Indian rate of Tax.

3 Every application for refund of income-tax under this notification
shall be made to the Income Tax Officer of the district in which the appli-
cant is chargeable directly to income-tax, or if he 15 not chargeable directly
to income-tax, to the Income Tax Officer for the district in which the
apphlicant ordinarily resides, or if he is not resident in British India,

(7/) to the Income-Tax Officer of the district or area in which he was
last charged directly to Income-Tax when so resident, or

(1) if he has never been so resident, tc the Income-Tax Officer of the
district or area where the income-tax for the refund of which
application is made was deducted. Such application may be
presented by the applicant in person or by duly authorised agent
or may be sent by post, and shall be in the following form :—

Application for relief from double income-tax under notification No. 25,
dated the 1st July 1926.

I of do hereby state that I have paid
- Income-Tax .
(name of State) State Income-Tax & Super-Tax amounting fo Rs. |
for the year ending 19...... on an income of Rs. and that Indian

Income-Tax
Income-Tax & Super-Tax ©

the same incgrquf_w I now pray for
part of the same income amounting to Rs..........
relief at the rate of amounting to Rs. under
notification No. 25, dated the Ist July 1926, to which I am entitled. My
income from all sources to which this notification applies during the “pre-
vious year” ending on the 19... amounted to Rs,

attached

already submitted.

f Rs. has also been paid on

only—see Return of income

Signature.

I hereby declare that what is stated herein 1s correct,

Signature,
Dated 19...

* Note:—Where income on which income-tax has been charged differs from that on
which super-tax his been charged both amounts must be specified,

R
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4. No claim to any refund of Indian Income-tax under this Notification

shall be allowed, unless it is made within one year from the last day of the
year in which such tax was recovered.

SCHEDULE.
:1. Baroda Cenlral Provincc.
Madras Slates Agency, 13. Bastar.
2, Travancore.. 14. Kanker.
Central India Agency. 15. Raigarh.
3. Dhar. 16. Jashpur.
Pugjab Stales Agencv, 17. Sarangarh.
4, Patiala. 18, Makrai.
5. Bahawalpur. 19. Kawardha.
6. Jind. | 20, Khairagarl.
7. Kapurthala. 21. Xorea. '
8. Loharu. 22. Nandgaon.
Bombay, ‘ 23, Chhuikhadan.
9, Sachin. Bihar & Orrisa,
10, Akalkot. - - 24, Mayurbhanj.
11, Phaltan, Punjab,
United Provinces. - 25, Baghat,

12. Benares.

Hlustration :

The X, Y. Z. Co., Limited., claims a refund of Rs. 51-12.0, being half of
the Income-tax paid by it to the Baroda State, under Notification No. 25
dated 1st July 1926,

The company has a Ginning and Pressing Factory in Baroda State.” The
profits earned by the factory during the year ended 20-6-1926 amount to
Rs. 6,851-0-8, and it has paid a tax of Rs. 103.8 0 thereon to the State, In
support of the claim, it has put in a certificate from the Baroda Authorities,
showing the amount of profit, year of accounts, amount of Tax, etc., as
above. The rate of taxation by the State seems to be Re, 1-8 per Rs. 100/-
of income.

The Company's accounts are closed at 30th June and it has already paid
Income-tax and Super-tax in Bombay for 1927-28, on its profits for the year
ended 30-6-1926. These accounts include the income taxed in the State.

According to the above notification, the company is entitled to a refund
of tax at half of the lower rate. The rate of taxation in the State is lower

than the rate in British India and hence the company is entitled to a refund of

Bs) .1.032;’5.3-_0:._125__ 51-12-0, for 1927-28.
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Exceplion:—{Mysore State.)

(@) 1In the case of businesses, whose headquarters are in British India
but which have branches in Mysore or carry on business in Mysore, a deduc.
tion will be made from the Indian Income-Tax payable on the profits of such
businesses, of the amount of Mysore Income-Tax that will be payable on such
portion of the same profits as appears to the Income-Tax Officer in Britich
India to be due to transactions in Mysore,

(b) Businesses with head quarters in Mysore which have branches or
dealings in British India should be assessed by the Income-Tax Authorities
in British India to the full amount of Indian Income-Tax due on the profits
realised in British India only.

In order to obtain refund, a claimant shounld furnish the Official receipt
for the Mysore Tax paid and the notice of assessment showing the basis on
which the tax has been levied.

Application for relief from double income-tax under section 49 of
the Indian Income-tax Act, 1922,

I of

Income tax
Income-tax and Suf)gr-tax
amounting to £ for the year ending 19 on an income

Income-tax
of £

and that IndlanIncome-i&a:s; and Super-tzw:of Rs.

} the same income.
has also been paid on;: ;
inzome from the same source amounting to Rs.

I have obtained relief under the provisions of sections 27 of the English

do hereby state that I have paid United Kingdom

Finance Act, 1920, a* the rate of —see attached certificate from the
Inspector of Taxes, I now pray for a further relief
at the rate of amounting to Rs. under section

49 ot the Indian Income-tax Act, 1922, to which I am entitled. My income
from all sources to which this Act applies during the “previous year” ending
on the 19 amounted to Rs. only;

attached
already submitted.

see return of income

Stonature,
I hereby declare that what is statecd herein is correct.

Signatnre,

Duled 19 R
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(¢) Limilalion of claims for refund:—No claim to any refund of income-
tax under this Chapter will be allowed, unless it is made within one vear,
from the last day of the year in which the tax was recovered.

14. Summary of claims tor refund of Income-tax.

Claims for refund of income-tax may be made under the followlng
circumstances, if the claimant satisfies the Income-Tax Officer that his claim
is in order and it is made in the manner prescribed above: —

(1) If his income from all sources is less than Rs., 2,000, i. e., the
minimum faxable limit, and the whole or part of such income has been reccived
less tax, he can cliam the full amount of such tax.

(2) Where a person, either through ignorance of his rights or owing to
the fact that his income is received less tax, has not obtained an allowance in

respect of his life insurance premium, he may make a claim for the repay-
inent of tax thereon. ‘

(3) Where a person, having credited his Profit and Loss Account with
taxed income on investments, omits to charge the same to his Profit and Loss
Account adjusted for income-tax purposes, he can make a claim for the
refund of tax.

(4) Where a person is engaged in more than one concern and where he
pays the tax on the profits of one or more of such concerns. without setting
off the loss of one or more concerns against the taxed profits, he can claim a
refund of tax on an amount equal fo such loss or losses

(5) Where an institution, the income whereof is applied solely for
religious or charitable purposes, receives income from its investment taxed
at the source, the full amount of the tax so deducted may be claimed back.

Ilustrations:—
(1) For exemption from Income-lax.

John James is desirous of knowing exactly the amount on which he is
legally liable to pay income-tax, and, thereiore, submits the following
particulars of his income from all sources.

He owns a Grocer’s shop, the annual taxable profit whereof is Rs 352-2.0,
He is the proprietor of a cottage, the annual letting value whereof is
Rs 450 and the admissible allowances relating thereto are in all Rs. 189,
He is also serving as a typist in a firm where he gets Rs. 30 per month (with-
out deductig income-tax), and teaching a student privately at home for a
monthly fee of Rs 10. He has insured his life with two companies and pays
3 total annual permium of Rs. 195,
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Preparc a statement showing his taxable income for the assessment.

Stalesnent for Exemption from Income-tax.

1. Profits from Grocer’s shop e . Rs, 352 2 O
2. Net income from house property ... e 261 0 O
3. Salary as a typist e 7 360 0 0
4, Student’s coaching fee e 7 120 0 O
Total gross income .o « Rs. 1093 2 0
Less—Life insurance premium (upto one-sixth of
Rs. 1,093). .. Rs. 182 3 0
Taxable income e ‘... Rs, 910 15 O

As his total income is less than Rs. 2,000, heis exempted from paying
the income-tax.

Note.—Though he has paid Rs. 195 for life insurance premium, only
Rs, 182-3-0 (one sixth of the total income of Rs, 1,093) will be allowed to be
deducted for income-tax purposes.

(2) For relief from Income-tax.

P. F. Rose is the proprietor of a Millinery business, the taxable income
whereof is Rs. 3,750. He has also a Hosiery concern, which has made a net
loss of Rs, 1,000. He is a Music Teacher at the Maloni School of Music,
whereby he derives a monthly gross salary of Rs. 200 (received less tax at
6 pies 4 1/6 sur charge in the rupee).

He is the holder of 5} per cent War Bonds of Rs. 5,000 (free of tax) and
3% per cent Government Promissory Notes of Rs. 10,000. He owns a bunga-
low at Cumballa Hill, the annual letting value whereof is Rs. 9,000 and the
admissible allowances wherefor are Rs. 3,875, He is a Director in the
Threadneedle Embroidery Co., Ltd., the annual fees wherefrom are Rs. 300
(viz., Rs. 25 per monthly meeting attended). His interest from the Central
Bank Current Account is Rs. 289, and from the Imperial Bank of India
Deposit Account is Rs. 1,450. He pays an annual premium for his Life {n-
surance of Rs. 600. Ascertain the tax payable and the relief claimable
by him,
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only 6 pies 416 Sur charge in the rupee.
by him will be arrived at as shown below,
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Statement for relief from Income-tax.

(a) Income alveady laxed or not to be laxed—

Source, Rate Net income.-
Rs,

War Bonds . 537 275 0 0
Government

Promissory

Notes we 337 294 12 O
Salary as Teacher

Rs, 200 p.m. ... 2312 8 0O

a. p.

Tax deducted
at the source. Gross income,

Rs, 2,882 4 0

(B) Income lo be taxed or taxable income:—

Profit of Millinery business
Income from house property
Director’s fees

Interest on Central Bank account

Imperial Bank Deposit Interest

Less——T.0ss in Hosiery business

(c) Net taxable income:—

Income as above
Less—Insurance premium

Rs. a. p. Rs.

Nil 275

55 4 0 350

87 8 0 2,400

142 12 0 3,025
e 3750 0 0
we 5125 0 0
[ IR ] 3m 0 0
280 0 0
v 1450 0 0
Rs. 10914 0 0
1000 0 0O

9,914

Total income Rs, 12,939

(11} 9’914
e 600
Rs. 9.314

Rose ought to have been taxed on the whole of his income at 12 pies +
Sur charge in the rupee, inasmuch as his total income is more than Rs. 10,000
but less than Rs. 15,000. He will have, therefore, to pay the tax on Rs, 9,314
at 12 pies + 1/12 Sur charge and on salary of Rs. 2,400 at 6 pies + 1/6 Sur
charge because the rate of tax deducted from his salary at the source was

The tax payable and recoverable



143

Statesment showing the lax payvable and recoverable.

Source. Income. Rate. + Tax Tax
Rs. payable. recoverable.

(d) Taxable income

as above we 9,314 12 pies+1[12 s.c, 630 10 O Nil
(e) Income already

taxed i—
1. Teacher’s salary. 2,400 6 pies.+1/6s.c. 87 8 0 Nil.
2. Govt. Pro. Notes. 350 14 pies. Nil 29 12 0

Rs., 718 2 0 Rs. 2912 O

Thus, Rose will pay a net tax of Rs. 688-6.

ASSESSMENT FORM.

Assessment for 1936-1937.

DistrcT OrR AREA, BOMBAY,

Name of assessee, P. F. Rose} Nuamber in General Index—123
Address 373, Hornby Road. Number of miscellaneous record—105

) Tax de-
S;Irorttl Detailed sources of income. Air::g;lr':]';'of ducted at | REMARKs,
source,
Rs. Rs. |a.
1 [Salary 2,400 87 | 8
2 |{Interest on Securltles 350 55 | 4
Do. (F.of T.) 275
3 [Property 5,125
4 |Business (3,750-1,000) s 2,750
S |Protession
~ 6 Other Sources (300+ 283 + 1 450) 2,039
Dividends e




Rs. la.’ Rs. ja
(i) 'Total income ... 12939
{ii} Deduction on account of provident fund, |
insurance premia etc. 600
(iii) Deduct sums received as dividend or from
a firm the profits of which have been
charged to tax
(iv) Deduct amount of interest from tax-free l
securities of the Government of India or
of a local Government 275 875
(v) Income now to be taxed 12,064
(vi) Rate applicable @. 12 pies per rupee |
{(vii) Amount of tax . . 754
1/6 s.c. on Rs. 2,750 I, T. 17114 | 28 |10
1/12 s.c. on Rs. 9,314 1, T. 582-2 i 48 | 8
Rs. a 831 | 2
(viii) Deduction under section 17
(ix) Amount of deductions at source from
salary or interest on securities for which R7 i 8
credit is given under section 18 (5) 55 | 4
(x) Abatement on account of dividends
(at pies per rupee)
(xi) Abatement on account of income from. a
registered firm (at pies per rupee) 142 12
(xii) Net amount of tax v | 688 | 6
(xiii} Penalty under section 28 or section 25 (2) LU KL
(xiv) Total sum payable—(in figures as well as in 688 | 6
WOI'dS) (XN} (2N} 00 e
Rupees Six hundred and Eighty eight and annas
Six. '
E. F.G.

- Daled 21-6-36.

15. Offences and Penalties.

Incosne-tax Officer.

(¢} Failure to make payments or deliver relurns or slalemenis or allow
fuspection -—

lf a person fails without reasonable cause or excuse—-

(1) to deduct and pay any tax from salary or interest on securities, as

required by section 18 or under sub-section 5 of section 46;

by section 20 to be furnished;

(2) to furnish a certificate required by sub-section (9) of section 18 or



{3) to deliver in due time any of the returns mentioned in SGCthﬂ 194,
. section 21, section 22 or section 38;

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

(5) to grant inspection or allow copies to be taken in accordance with
the provisions of section 39;

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

(b) False sialement in declaratzon —

If a person makes a statement in a venﬁcatlon mentioned in . sectlon 19A,

- or section 22, or sub-section (3) of section.30 or sub-section (2) of section 32

which is false and which he either knows or believes to bhe false, or does not

believe to be true, he will be deemed to have committed the offence described
in section 177 of the Inchan Penal Code. ‘

(c) Prosecution to be at instance of Assistant Commissioney i~

(L_l}_. A person will not be proceeded against for an offence under
paragraphs (a) and (b) above except at the instance of the Assistant Conimis-
sioner. '

(2) The Assistant. Commissioner. may stay.any such proceedings or
compound any such offence,

{(d)} Disclosure of informaiion by a public servant:

(1 ) All particulars contained in any statement made, return furnished or
.accounts or documents produced under the provisions of this Act, or in any
evidence given, or affidavit or deposition made, in the course of any proceedings
under this Act, other than proceedings under this Chapter, or in any record of
any assessment proceeding or any proceeding relating to the recoiréry of a
demand, prepared for the purposes of this Act, shall be treated as ‘con.ﬁdential,
“and notwithstanding anything contained in the Indian Evidence Act, 1872, no
"Court ‘shall, save as provided in the Act, be entitled to require any public
servant to produce before it any such return, accounts, dc‘)cumept‘s ‘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 contained in any such
sfatement. return, accounts, documents, evidence, affidavit, deposition or
record, he shall be panishable with imprisonment which may extend to six
months, and shall also be Jliable .to fine :

S



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

(a) of any particulars for the purposes of a prosecution under section
193 of the Indian Penal Code in respect of any such statement,
return, accounts, documents, evidence, atfidavit or deposition or
for purposes of a prosecution under this Act, or

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

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

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

of this Act. '

Provided further that no prosecution shall be instituted under this sebtlon
except with the previous sanction of the Commissioner.

16. Indemnity.

"' Every person deducting, retaining or paying at:ny'tzik in puréuahéé of this
Act in respect of income belonging to another person is hereby mdemmﬁed
for deduction, retention or payment thereof.

17. Statement of case by Commissioner to High Court.

(1) If in the course of any assessment under this Act or any procéeding
in connection therewith other than a proceeding under para 15 above, a
question of law arises, the Commissioner may either on his own motion or on
reference from any income-tax authority subordinate to him, draw up a state-
ment of the case and refer it with his own opinion thereon to the High
Court.

(2) Within one month of the passing of an order under section 31 or
32, the Assessee in respect of whom the order was passed may, by applica-
tion accompanied by a fee of one hundred rupees or such lesser sum as may
be prescribed, require the Commissioner to refer to the High Court any
question of law arising out of such order and the Commissioner will, within
one month of the receip: of such application, draw up a statement of the case
and refer it with his own opinion thereon to the High Court =

Provided that if in the exercise of his power of review under section 33,
'the commissioner decides the question, the assessez may withdraw his appli-
cation, and if he does so, the fee shall be refunded. .
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(3) If on any application being made under sub-section {2) above, the
Commissioner refuses to state the case on the - ground that no question of -
law arises, the Assessee may apply, within six months from the date on which
he is served with notice of the refusal, to the High Court, and the High
Court, if it is not satisfied with the correctness of the Commissioner’s deci-
sion, may require the Commissioner to state the case and refer it, and on
receipt of any such requ:s1tlon the Commissioner will state and refer the case
accordingly.

(4) 1If the High Court is not satisfied that the statements in a case
referred under this section are sufficient to enable it to determine the question
raised thereby, the Court may refer the case back to the Commissioner by
whom it was stated to make such additions thereto or alterations therein as
the Court may direct in that behalf.

(5) The High Court upon the hearing of any such case will decide the
questions of law raised thereby and deliver its judgment thereon containing
the grounds on which such decision is founded and will send to the Commis-
sioner 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 will
dispose ot 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 judg-
ment to such offlcer who shall dlSpOSC of the case conformably to such
tndgment. ‘

(6) Where a reference is made to the High Court on t"he 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 assess-
meut 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.

(8) References to be heard by Benches of High Courts and Appeals
to he in certain Cases to Privy Council :—

(a) 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 provisions of section 98 of the Code of
Civil Procedure, 1908, shall, so far as may be, apply notwithstanding any-
thing contained in the Letters Patent or in any other law for the: time being

in force,
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() An appeal shall lie to His Majesty in Council from any judgment of
the High Court delivered on a reference made under section 66 in any case,

which the High Court certifies to be a fit one for appeal to his Majesty in
Council.

(c) The provrsrons of the Code of Civil Procedure, 1908, relatmg to
appe'lls to His Ma]esty in Council shall so far as may be, apply in the -case
of appeals under this section in like manner as they apply in the case of
appeals from decrees of a H:gh Court

Provuded that nothing in this sub-section shall be " deemed to aFfect “the
provrsmns of sub-section ( 5) or sub- sectton (7) of .section 66.

Provided further. that the High Court . may, on petition made for the
execution of the order of His Majesty in Council in respect of any costs

awarded thereby, transmit the order for executlon to any Court subordmate
- to the High Court. )

(d) Where the judgment of 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 judgment of the High Court.

(¢) Nothing in this clause shall be deemed:—

(s) to bar the full and unqualified exercise of His Majesty’s pleasure

in receiving or rejecting appeals to HIS M'ijesty in COllnCll, or
otherwise howsoever, or

e

(ii)' to mterfere w1th any rul.es made by the Jud1c1al Commtttee of
the Privy Council, and for the time being in force, for the
presentation of appeals to His Majesty in Councﬂ or their conduct
before the said Judicial Committee : |

The amendment of Section 66 provides :(—

(1) . A right to claim a reference to the High Court on a point of law
- arising out of an order passed by the Commissioner in revision.

(i) - A right to a refund of thie deposit fee if the Comm;ssnoner refuses
to state a case to the High Court.

(:';'z') That the High_,Court has power to require a case {0 be stated. by
the Commissioner where the. .application .for a reference to the
High Court has been rejected as being barred by limitatjon, . .
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18. Bar of Suits in Civil Court.

No suit shall be brought in any Civil Court to :set aside or modify any
assessment made under this Act, and no prosecutlon, sul_t or other proceeding
shall lie against any Government officer for any thmg in good faith done or
mtended to be done under thlS Act

'-' -

19. Accounts Prepared by Profecsmnal Accountants

The income-tax authorities may accept the accounts prepared, and sub-
mitted to them,: by duly qualified Accountants, on behalf of tax payers, pro-
vided that such accounts are .duly audited and adjusted for. income-tax
purposes. The responsibility of such accountants is of a twofold nature,
viz., firstly towards their clients (the tax-payers) and secondly towards the
Government (Revenue Department) They must act in such a way, that
neither do their clients pay too much by way of income or super tax, nor
may the Government receive too little. In short, they should act guite
impartially. | ' o

20, Trading by other Governments..

(1) Where a trade or business of any kirid is carried on by or on behalf
of the Government of any part of His Majesty’s Dominion excinsive of British
India, that Government shall, in respect.-of the trade or business. and of all
operations connected therewith, all property occupied in British India and
all goods owned in . British- India.for the purposes thereof, and all income
ansmg in connectlon therevmth be liable

Aa) to taxation under the Indian Income-tax Act, 1922. in the same
manner and to the same extent as in the like case a company
would be liable ;.

() to all other taxation ‘for‘the.'time being in force in Brit.’iéh'-'lﬁdia in
the same manner as in the like case any other person would be
liable,

(2) For the purposes of the név‘y and collection of Income-tax under the
Indian Income-tax -Act, 1922, in'- accordance with the provisions of the sub-
section (1), any Government to which that sub-section applies shall be deemed
to be a company within the meaning of that Act, and the provisions of that
Act shall apply accordingly.

(3) In this section the expression "His Majesty’s Dominions” includes
any territory which is under His Majesty’s protection or in respect of which

a mandate is being exercised by the Government of any part of His Majesty’s
Pominions,
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21. Graduated scale for Rates of Income-tax.
Amount, Rate.
1. When the taxable income is less than
‘ Rs. 2,000 Nil

2, " » Rs. 2,000 or upwards. 6 pies + 1/12 Sur charge

but less than Rs. 5000 in the rupee
3. » +  Rs. 5,000 or upwards,

but less than Rs, 10,000 9 pies + 1/12 ,, |
4, " »  Rs, 10,000 or upwards, |
o but less than Rs, 15000 12 ,, +1f12 ,,
5. " » Rs. 15,000 or upwards.

but less than Rs. 20,000 16 ,, + 1/12 .
6. " «» Rs, 20,000 or upwards

but less than Rs. 30,000 19 ,, 4+ 1/12
7. ” »w  Rs. 30, 000 or upwards

but less than Rs, 40,000 23 ,, + 1/12 "
8. " s  Rs. 40,000 or upwards
_ but less than Rs. 100,000 25 ,, + 1/12 "
9, » »  Rs, 100,000 or more 26 ,, + 1/12 "

22. Graduated scale of Rates for Refund of Income-tax.
1. Less than Rs. 2,000 26 pies+1/6 surcharge in the
N : : - rupee.

2. Rs. 2,000 or upwards, but less than Rs 5,000 20 , " " "
3. ,, 5000 » " » 10,000 17 , & ’” "
4, ,, 10,000 " »w . n» 15000 14 " " "
5. . 15,000 " w w 20,000 10 ,, " ”
6, , 20,000 " " » 30000 7 ,, " »
7. . 30,000 " w 40000 3, L, y
8. . 40,000 " " 100,000 1 ,, v ”" "
9, 1,00,000 or more,.

Nii.



CHAPTER VIIL
SUPER-TAX.

+

1. Origin of the Tas.

Super-tax was introduced in India on Ist April 1917, more or less
on the lines of the English Act, which came into force in England in the year
1910. Formerly, there was a separate Act for Super:tax, which has:now been
included in the Income-Tax Act of 1922,

2. Charge of Super-tax.

In addition fo the Income-tax charged for any year, there will be
charged, levied and paid for that year in respect of the total income of the
previous year of any individual, unregistered firm, Hindu undivided “family,
company or other association 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 an Act of the Indian Legislature -(at
present as per the graduated scale shown hereafter).” Provided that 'when
the profits and gains of an unregistered firm have been assessed to Super-tax,
Super-tax will not be payable by an individual having a share in the firm in
respect of the amounts of such profits and gains which is proportionate to
his share. .

Though he does not bring this share of income into acecount for Super-
tax, it should be taken into account for ascertaining this total income for
‘“‘Rate” purposes. '

The amendment of Section 58G makes clear that contributions to a
recognised provident fund are liable to Super-tax and that Super-tax shall not
be levied a second time when an accumulated balance is paid to the
contributor. ‘

3. Total income for purposes of Super-tax..

Subject to the provisions of this Chapter, the total income of any indi-
vidual unregistered firm, Hindu undivided family, company or other associa-
tion of individuals not being a registered firm, will be the total income as
assessed for the purposes of lucome-tax, and where an assessment of total
income has become final and conclusive for the purposes of Income-tax for
any year, the assessment shall also be final and conclusive for the purposes of
Super-tax for the same year. |
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Provided that in computing the total income of a member of a registered
firm, where any change occurs in the copstltutlon of the firm, the profits or
gains of the firm during tﬁe prewons year shall be deemed to have been re-
ceived in that year by the members of the firm as constituted at the time of the

making of the assessment to Super-tax, in-propoporion to their shares in the
firm at that time.

4. Non-Resident Partners and Share-holders.

In the case of any person residing out of British India; who is a.member

f aregistered firm and whose share of the profits from such firm is liable to

super-tax, the remaining imembers of such firm who are resident in British

ndia will be jointly and severally liable to pay -the Super-tax due from the
non-resident member in respect of such share,

. -Where the Licome-tax Officer has reason to believe that ‘any person,
«who is a shareholder in a company, is resident out of- British. India and that
‘the total income of .such: person will in any year exceed the maximum amount
. which is not chargeable to Super-tax under the law for the time being -in
-force, he may, by:order in writing, require the principal officer .of the com-
pany to,deduct, at the time of payment of any dividend from the company
to the shareholder in that year, Super-tax at such rate as the Incomedax
Ofticer may determine, as being the rate applicable in respect of .the: income
of the shareholder in that year.

“1f in-any year, the amOunt of any ‘dividends or the ageregate 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 s not
chargeable to Super-tax under the law for the time being in force, - and.-the
principal ofﬁcer of the company has not reason to believe that the shareholder
"is re31dent in Bntlsh Indla, and no order under sub-sectlorl (2) has been
'ﬂrecewed in reSpect of such shareholder by the prmcnpal officer from the
Income-tax Officer, the principal cfficer 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 “dmount of such
dividend or dividends (together with the amount of. such Income-tax:as afore-
said) constltuted the whole total income of the; shareholder. . - .- :

““Where any’ person pays any tax under the ‘pI'OVlSions of thlS sectlon ‘on
*:au:ount of another person who is remdm}, out 'of British India, credit’ will be
given therefor in determining the amount of the tax to be payable byany
dgent 8f sicH non-résident person under the provisions of paragraph 8 (¢) of
Chapter VII.



5. Application of Act to Super-tax.

(1) All the provisions of this Act apply to Super-tax so far as they
relate to the charge, assessment, collection and recovery of Super-tax. The
following sections of the Act will not apply to Super-tax, viz., section 3, pro-
viso to section 7 (1) second and third provisos to section 8, sections 14 (2), 15,
17, 19, 20, 21 and 48, 58 F and sub-sections (2) and (3) of section 58 G.

(2) Save as provided in sub-sections (3 A), (3 B), (3 C), aud (3 D) of
section 18, section 57 and section 58 H, Super-tax will be payable by the
Assessee direct,

6. Rates of Super-tax.

(a) In the case of every individual, unregistered firm, Hindu undivided
family, and other association of individuals not being a registered. firm, Super-
tax will be charged on his or its taxable income, at the rate specified in the
graduated scale thereof as shown hereafter. '

(3) In the case of every company, Super-tax will be charged on the
amount by which its Total income exceeds Rs. 50,000, at the flat rate of one
anna in the rupee.

Graduated-Scale.
(A) Up to one lakh:—
(1) In the case of Hindu undivided family.—

Rate.
(a) 1In respect of the first Rs. 75,000 of taxable
illcome YY) Y wee Nllo
(b) In respect of the next Rs. 25,000 of taxable
income .+« One anna + 3 pies
in rupee,
(2) Inthe case of all others:—
(a) In respect of the first Rs. 30,000 of taxable
income Nil.
(b) In respect of the next Rs. 20,000 - of taxable
income I ~ 9 pies in the
rupee.

{¢) In respect of the next Rs. 50,000 of taxable 7
income : .. - . . 1annaand 3 pies
in the rupee,



(B) Above one lakh.—

‘Annas in
In respect of the rupee+1/12
: sur-charge
"~ 1. the first Rs, 50,000 of taxable inccme. 1%
2. next Rs, " " 2}
3. next Rs. 50,000 of taxable income. ' 23 annas
4, .- D " 31
5. " " w | 3
¢ . o
7. " " " - 43
8, " o 5}
9. " " " e 5§
. 10, On all taxable income over.;yRs. 5% lakhs, 6%,

7. Prepér‘ation of the Returns and Accounts for Super-tax.
) (a) Ascertaining * ‘Taxable Income.’

The questlon whether a person, firm or company is hable to Super-tax
" or not will depend upon the total gross income from all sources accruing in
"'the previous year. If such total income exceed Rs 30,000, the Assessee Wil
be required to pay the tax on the excess over Rs. 30,000 called the “Taxable
Income’ for Super-tax purposes, otherwise not (statutory deduction in the
case of Hindu undivided family is Rs. 75,000).

The method of computing total incoine from all sources is almost the
same as that adopted for ascertiining total income from all sources for the
purpose of assessment of or exemption from Income-tax. The procedure for
ascertaining taxable income is as follows —

1. Aggregate the total gross income from all sources, whether taxed at
source or not.

2. Deduct expenses and losses allowed for Income-tax purposes.

3. The balance of income will show whether the tax is payable by the
Assessee or not.

4, Deduct the statutory deduction of Rs, 30,000 or Rs. 75,000, as the
case may be.

5. The balance of income represents the “"I'axable Income” upon which
Super-tax is payable, at the rate shown in paragraph 6 above.
(b) Limiled Companics,

o Hiustratien:—The Swadeshi Maunfacturing Company, Limited, has
prepared the following Profit and Loss Account for the year ending 31st
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March 1936  Find out the taxable income of the company, and ascertain
the amount of Super-tax to which the company is liable, It is assumed that
the Income-tax Officer will allow, by way of depreciation, only 5 percent on
Machinery and 2% percent on Bulldmgs Co

Dr, _Proﬁt and Loss Account. Cr.
Rs. Rs.

To Materials consumed ... 1,02,75,873 By Sales (less returns) ., 1,75,06,731
~» Stores consumed ... 5,27,284 ,, Dividends (gross) ... 15,750

»w Manufacturing wages 8,30,271 ,, Rent from subletting 2,400
. w Factory Estabhshment 6,50,758 ,, Discounts and allowances 1,539
, Office do. © 0,37,367 ,, Transfer fees 90
» Income-Tax - - 1,12,000
» Loss on Sale of Invest- =~ °
_ments 15,850
" Bad Debts & D:qcounts
“{written off) 3,587
w Interest on Debentures
(less tax) 14,500
»w Reserves for Bad
Debts & Discounts ... - 5,500 = - Co R
» Depreciation of Machi- T
rery (87) 80,000
» Depreciation of Build-
ing (5%) 72,000
. Net Profits carried T
* - -down e  40,01,520
Rs. 1,75,26,510 Rs, 1,75,26,510
- To Dividends on Ord. : By Net. Profits . . ... ...~ .,
Shares. . . .. .... 25,00,000: . brought down ... . 40,01,500
., Dividends on Pref. w Last year’s Profits ...... ... 75,000
Shares. ... 10,00,000

s» Amount transferred

to Reserve Fund .., 2,50,000
,, Balance carried - ... . :
...-forward. - e o 3426,520

Rs. 4076520 ~~  Rs. 40,76,520
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Dr, Profit und. Loss Account adjusted for Super-tax. Cr.

Rs. Rs,
Balance carried over ... 42,00,870 Nel profit as above e 40,01,520

Income-tax we 1,12,000
Loss on Sale of Invest-

ments v 15,850
Reserves for Bad Debts .

& Discounts es 5,500

Excess Depreciation of
Machinery (37) 30,000

Excess Depreciation of
Buiiding (25%) 36,000

——— — — —

Rs. 42,00,870 Rs. 42,00,870

Statutory allowance ... 50,000 Balance brought down ... 42,00,870

Balance being Profits
Taxable to Super-
tax (Taxable Income.) 41,50,870

— e — — - —————

"Rs.  42,00,870 42,00,870

The amount of Super-tax payable by the company on its taxable income
of Rs. 41,50,870 will be Rs. 2,81,048-8, viz., at a flat rate of 1 anna + 1/12
sur-charge in the rupee.

(¢) Unvregisiered Firm.

- 1llustration —Pastakia, Popatlal and Panday having a capital of Rs.
1,50,000 in equal shares, are in partnership as Mills Stores Suppliers, sharing
profits and losses in the proportions of 5 : 3 : 2, respectively., From the
following Profit and Loss Account of the firm, for the year ending 31st March
1936, ascertain the profits taxable to Super-tax and the share of tax borne by
each partiner,
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Dr. Profit and Loss Account, Cr.
Rs, Rs.
To Office establishment ... 45,938 By Gross Profits, as per
» Donations to Sir J. J. Trading account ve 2,46,850
Hospital e 25,000 ,»» Profit made on the
» Bad Debts & Discounts race-course 14,375
(written off) 5,892 »» Rent from subletting ... 1,800
» Income-tax . 2,000 » Discounts and allow-
»» Rent (less repairs) ... 6,592 ances 392
» Interest on capital » Profit from the Sale of
(equal shares) cee 7,500 Investments <. 15,595
» Partners’ salaries—
Pastakia 4,800
Popatlal 3,000
Panday 2,400
—_ 10,200
» Speculation Loss e 15,000

» Net Profitscarried down 1,60,890

T

Rs. 2,79,012

A ——— —

To General Reserve

Account 44,000
» Speculation Reserve
Account 25,000
» Partners? Drawings
Accounts :—
Pastakia (five-tenths) ... 45,945
Popatlal (three-tenths). 27,567
. Panday {two-tenths}) ... 18,378
Rs. 1,60,890

T et d— gy o

Rs. 279,012

By Net Profits brought

down . 1,60,890

Rs. 1,60,890
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Dr.

Profit and Loss Account adjusled fbr Super-lax. Cr.
Rs. Rs.
Profit on the race-course, .. 14,375 Net Profits as above ... 1,60,890
Profit from the sale of Invest- Donations to the Hospital 25,000
ments. ... e 15,595 Income-tax 2,000
Balance carried down. «e 1,90,620 Interest on capitals ... 7,500
Partner’s salaries e 10,200
Specuolation loss. e 15,000
Rss. 2,20,590 Rs 2,20,590
Statutory Allowance. ... . 30,000 Balance brought : down 1,90,620
Balance being firm’s Profit '
taxable to Super-tax
{Taxable Income). ... 1,60,620
Rs. 190,620 " Rs. 1,9@.620
Firm’s Taxable Income CLi Rs. 1,60,620
Less Interest on Capital 7,500
Partner’s Salaries ... .+ 10,200 o
17,700
Firm’s Divisible Income 3 Rs. 1,42,920
Statement showing allocation of Taxable Income.
Pastakia. Popatlal. Panday. Total .
Divisible Income Rs. 71,460 ‘42,876 28,584 1,42,920
Interest on Capital " 2,500 2,5C0 2,500 7,500
Partners’ Salaries v 4,800 3,000 2,400 10,200
Taxable Income RS. 78,760 48,376 33484  1,60,620

The amount of Super-tax payable by the firm amounts to Rs. 17,360

which is arrived at thus (—

el Rs.

Rs. : ‘R Pe

On first 20,000 at 9 pies in the rupee 937 8 0
,» next 50,000 at 1} annas in the rupee 3906 4 0
T o 50,000 at 13 o 5,468 12 0
LLI ) 40 620 at 2& »" Y 5,712 3 0
Rs. 1,60,620 Rs. 16,024 11 O

1/12 Sur-charge 1335 6 O

Rs, 17360 1 0




159

Though the firm pays a tax of Rs. 17,360-1-0 it should be borne by the
partners in the proportions of Rs, 78,760 : 48,376 : 33,484,

(a) Registered firms.

A, B. C, and D. are the four partners in a firm, sharing profits and losses
in the proportions of 4:3:2:1, and the income whereof is as follows :—

Rs.
1. Property Rents (after admissible deductions) e 50,000
. Proprietory Mill's Profit (after admissible deductions ... 40,000
3. Dividends gross e 34,441
4, "Tax Free Securities” Interest e e 60,000
5. Interest from Securities taxed at source e e 68,882
6. *'Loans on Mortgage” Interest e ... 20,000
7. Agency Commission, as a partner in a Registered Firm
{taxed at source) ... 10,000
8. Agency Commission, as a partner in a Registered Firm
(not taxed) = ... . ... 30,000

9. Share in an Unregistered Firm {taxed at 9 pies) .. 9,000
10. Share in an Unregistered Firm (taxedto I. T. &S T .. 50,000

11, Lommission as Treasurers and Secretaries to a Joint
Stock Co. eee 25,000

(a) Ascertain what I T, & S. T. the unregistered firm will have to pay.

(b) Also whatI T. & S. T. the partners will pay, if they were‘asses-
sed directly, the irm being a registered one.

Illustratmn {(a) :— Rs.

1. Property v 50,000
2. Proprietory MlllS . 40,000
3. Interest on Loans ... ‘e © e 20,000
4. Agency Commission ..« 30,000
5. Secretaries Commission . we 25,000

: : 1,65,000
6. Dividends (gross) . e 34,441
7. Tax Free Securities . 60,0000
8, Taxed Do. (gross) e . 68,882
9. Agency Commission (taxed to I. T, only) ... 10,000
10. Share in a Firm (iaxed to I. T. only} e 9,000

— 1,82,323

11. Agency Commission (taxed to 1. 1. & S. T.). ' 50,000

Total ... 397,323

Less Income taxed to I. T, & S. T. 50,000

Income for S. T. ves 3,47,323

Less Income taxed to I. T, oniy, or [‘ax ,
Free Income for I. I 1,82,323

. Rs  1,65,000

E e~ — ]



The firm, if an unregistered one, will have td pay an L. T. of Rs, 24.205-12.0,
being 26 pies + 1/12 surcharge on Rs. 1,65,000. Thé Income liable to
S.T. is Rs. 3,17,323 4. e, Rs. 3,47,323 less the statutory allowance of
Rs. 30,000. The S. T. amounts to Rs. 51,117-2-0 as shown below :—

Rs. a.

On the first .. Rs. 20,000 @ 9 Dpies 037 8
On the next e. » 50,000 @ 1} anna ... 3906 4
Do. e 5 50,000 @ 1§ annas .. 5,468 12
Do. e 5, 50,000 @ 2} annas . 7,031 4
Do. we 5 50,000 @ 2% annas - 8593 12
Do, e 5, 50,000 @ 3} annas o 10,156 4

DO. T 47,323 @ 3% Y] e 11,09' 5
Total Rs. ... 3,17,323 47,185 1

Add 1/12 Surcharge ... 3,932 1

51,117 2

Notgs :—(1) The Agency Commission of Rs. 50,000 has been ignored,
because I. T. as well as 8. T. have already been paid thereon. It is, however,
to be taken for rate purposes. For instance, if the partner D., whose share

"in the firm is one-tenth, had a personal income of Rs, 2,0C0 from properties,
the rate applicable to the latter would be 25 pies 4 1/12 Surcharge, his
total income being Rs. 41,732 4. e. Rs. 39,732 (one-tenth of Rs. 3,97,323, and
not Rs. 3,47,323, as above) plus Rs. 2,000 from properties.

(2) The firm, being an unregistered one in this case, is liable to S. T. at
graded rates. A registered tirm is not, however, liable to S. T., which is charged
against the partners directly, as shown in the followiug illustration

Hlustratiou (b).—

The income of 3,67,323 ascertained as above, will be apportioned
amongst the partners of the registered firm thus :—

Share, Liable to I. T. Total for S. T. Total for rate.
Rs. Rs. Rs.
A. Four-tenths. 66,000 1,38,929 1,58,929
B. Three-tenths. 49,500 1,04,197 1,19,197
C. Two-tenths. 33,000 69,465 . 79,465
D.  :One-tenth. 16,500 34,732 39,732

1,65,000 3,47,323 3,97,323

————— . ——- ———— A . ey

-
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(A) L T. will be paid by A on Rs, 66,000 ( 26 pies + 1/12 Sur charge.
He will pay S.T. on Rs., 1,08,929, on Rs. 20,000 @ 9 pies + 1/12 Sur
charge and on Rs. 50,000 @ 15 pies 4+ 1{12 Surcharge and on the balance
of Rs 38,929 @ 21 pies + 1/12 Surcharge.

(B) L. T. will be paid by B. on Rs. 49,500 at 26 pies + 112 Surcharge
while he will pay S, T.on Rs. 74,197 at the rate of 9 pies + 1/12S. C. on
the first Rs. 20,000, 15 pies + 1/12 S, C. on Rs. 50,000 and @ 21 pies + 1/12
S, C. on the rest Rs, 4,197,

(C) 1. T. payable by C on Rs. 33,000 will be at the rate of 25 pies, +
1/12 S.C. his total income being Rs. 79,465 for rate purposes. He will,
however, pay S. T. on Rs. 39,465 only: (Rs. 69,465—Rs. 30,000). Rate
applicable is @ 9 pies 4+ 1/12 Surcharge on Rs, 20,000 and @ 15 pies + 1/12
S C. on Rs. 19,465,

(D) Though D's income liable to I. T. is only Rs. 16,500, yet he will
have to pay it at the rate of 23 pies + 1/12 S. C. his totual income being
Rs. 39,732. He will pay S. T. only on Rs. 4,732, (34,732—Rs. 30,000).

Note:—If the firm be taxed at source as a Registered Firm, it will pay
I. T. on the Rs, 1,65,0C0 at 26 pies 4+ 1/12 S. C. the S.T. being recovered
from the partners directly as stated above. In such a case, partners A. & B.
could not claim any refund of 1. T., the rate applicable to them being 26 pies
+ 1/12 S, C. C. could claim a refund on Rs. 33.000 at 1 pie + 1/12 S, C.
inasmuch as he has paid tax in the Firm at 26 pies + 1/12 S. C. rate (Rs.
33,000 being included in Rs. 1,65,000 taxed with the Firm). D. could claim
a refnnd of tax at 3 pies + 1/12 surcharge on Rs. 16,500 inasmuch as he has
paid tax in the firm at 26 pies plus 1/12 S. C. in the refund.

Change in the Partners of a Registered Firm.

Where any change occurs in the constitution of a registered firm, for,
computing the total income of a partner for S. T., the profit of the firm during
the previous year shall be deemed to have been received in that vear by the
rartners of the firm as constituted at the time of the making of the assessment
to S. T., in proportion to their shares in the firm at that time.

Hlustralion :.—

P. Q. R., the partners of a Registered Firm, have the {ollowing incoine
liable to S. T. :—

P. Half share Rs. 2,25,000
Q. Onme-third share 1,50,000
R. One-sixth share 75,000

——

“Firm’s Total Income Rs. 4,50,000
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They take in a partner X before the Assessment is levied, their new
shares being 4: 3: 2: 1 The income will now be divided thus:—
P. 1,80,000
Q. 1,35,000
R. 90,000
X. 45,000 Rs. <4L50,000

So that P. will have to pay S. T. on Rs. 1,50,0.0, Q. on Rs. 1,05,000 and
R. on Rs. 60,000/- and X on Rs. 15,000/-

On the other hand, if P, retired from the above firm, before the S. T.
assessment was levied and the shares of Q. and R. between themselves were
3:2, the whole of the income of Rs. 4,50,000 would have been divided between
them, for 8. T. purposes, as Rs. 2,70,000 and Rs. 1,80,000/- respectively. Q.
will then have to pay S. T. on Rs, 2,40,000/- and R. on Ks, 1.,50,000[-, at the
graded rates.

(e} Individuals.

Hlystration:—From the following paticulars of the income of Haribhai
K. Mehta, of 32, C. P. Tank Road, ascertain the amount of the tax payable
by him:— '
He is the part-time Secretary of the Reliance Insurance Co., Ltd. of 51,
Green Street, Fort, where he is given a salary of Rs. 1,000 per mensem after
deducting income-tax at 12 pies 4 } surcharge in the rupee. He is a share-
liolder in the Mody Manufacturing Co., Ltd., wherefrom he derives an annual
dividend of Rs. 2,9C0, and a debenture-holder in the Pareira Mills, Ltd, for
Rs. 2,50,000 from which he gets a regular interest at 6 per cent (less tax). He
has also subscribed to the 53 per cent War Bonds (free of tax) up to Rs. 50,000,
During his spare hours, he practises as Insurance Counsel at 375, Hornby
Road, the net assessable income wherefrom is Rs. 13,278. He is a sleeping
‘partner in the unregistered firm of Mody, Master & Co., of 27th Street,
Rangoon where he gets by way of prolits a certain percentage (of interest on
his capital) varying with the profits of the firm; and during the last year he
got such interest amouniing to Rs. 9,600. The National Bank of India, Ltd.,
has credited his current account with Rs. 379, being interest due to him.

He also owns a house property at 32, Sewri Road, the annual letting
value whereof is Rs, 15,820, and the admissible allowances relating thereto
amount to Rs. 3,752. He is a pensionec (retired Headmaster) of the Baroda
State which give him Rs, 5,000 annually, He is appointed Examiner in
Sanskrit to the Bombay University, wherefrom he got during the last year, an
honorarium of Rs. 1,900. He is also a Director of the Navsari Assurance
Society, Ltd., where he attends the monthly meetings regularly, and so gets
Rs. 240 per annum,
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Statement of Tucowme for Super-lax Assessment,

(a) Gross Income already laxed or veceived free of tnx :m- :
Rs.

1. Salary as Secretary s 12,000
2. Dividend from Mody Mfg. Co. Shal es Gross e 3,444
3. 6% Interest from Debentures of Pareira Mills we 15,000
4, Interest on 5% War Bonds (free of tax) . 2,730
5. Interest from Mody, Master & Co, ... s 9,600

——— 42,794

(h) Income nol taxed (— Rs.

1. Net Income from the practice as Insurance Counsel 13,273
2. Interest on Bank Current Account 379
3. Net Income from house property e 12,068
4. Pension from Baroda State vee 5,000
5. Honorarium as Examiner 1,900
6. Director’s Fees ‘ 240

———32,865

Total Gross Income Rs, 75,659

. Less Statutory Allowance ’ 30,600

Taxable Income Rs., 45,659

Haribhai will pay a Super-tax at 9 pies+ 1{12 sur-charge in the rupee on
Rs. 20,000 and @ 15 pies +1/12 sur charge on Rs. 25,659.

Nole—If he proves to be a member of a Hindu joint family, he will pay
Super-Tax (@ 1 anna and 3 pies+1/12 sur-charge in the rupee on Rs. 659 only.
Interest at a rate varying with the profits is not allowed to be deducted as an
expense; s2 that Rs. 9,600, will be taxed at source, along with the income of
Mody, Master & Co.

ASSESSMENT FORM.

Assessment for 1936-1937.

DisTrICT OR AREA—BOMBAY,

Name of Assessee, | Number in General Index—359,
Haribhai K. Mehta, |
Address: 32 C, P, Tank Road. | Number of miscellaneous record—30+
b;{nal Detailed sources of income, J Amount of ‘ Tax deduc- Remarks.
0. income. [ted at source.
‘ Rs, - Rs. | a.
1 ISalary etc, (12,0004-5,000)[ 17,000 875 | 0
2 [nterest on Securities ) 15,000 2200 8
3 Do Do. (F.of T. 2,750
4 Property el 12,068 ves
5  |Business 9.600% * (taxed at
6 Profession . 13,273 source to I. T,
7 |Other sources (3794-1,900 | only ).
+ 240) 2,519
8 |Dividends (2 900+3]”9th% ) 3,444 544 | 2




(i)
(ii)

(iii)

(iv)

(v
(vi)
(vit)

(viii)

(ix)

(x)
(xi}

{xii)

[64
For S. T. Rs. 75,639
Less n 30,000
45,659

@ 9 pies on Rs, 20,000 Rs. 937-8

@ 15 pies ,, 25659 ,, 2,004-10
Total 2.942-2
112 S. C. 245-3
3,187-5

Taotal income

aes

Deduction on acconnt of provident fund, in-
surance preniia, etc.

Deduct sums received as dividends or from
a firm the proits of which have been
charged to tax

Deduct amount of interest from tax-free
securities of the Government of India or of a
Local Government

Income now to be taxed

L1

Rate applicable 25 pies per rupee

Amouut of tax
-+1/6 Sur-charge on Rs. 27,000 Rs. 3,515.10
+1/12 . 32,865 ,, 4,279-5

Deduction under section 17
Amount of deductions at source from salary
or interest on securities for which credit is
given under section 18 (5)

Abatement on account of dividends at 1 pie
plus 1/6 S. C. on Rs. 3,444 per rupee -

Abatement on account of income {from i re-
gistered firm (at Nil pies per rupee)

Net amount of tax

(xiii) Penalty under section 28 or section 25 (2) ...

(xiv) Total sum payable—(in figures as well as in

words)

Rupees Five Thousand, six hundred, forty one and
anna one only.

{

9.600
3,44

2,750

875
2,200

20

Rs.
75,659

15,794
59,865

7,794
585
356

8,737

15
15
10

- |

S, 7. Rupees: Three Thousand, one hundred, eighty seven and annas

five only.

Dated Ist July, 1936.

F.G. H.
Income-tax Officer.



THE' INDIAN INCOME-TAX ACT
(ACT NO. XI OF 1922)

As amended up to April 1, 1934

An Act to consolidale and amend the law relating to Income-tax
and Super-tax

WHEREAS it is expedient to consolidate and amend the law relating to
Income-tax and Super-tax; It is hereby enacted as follows :—

Short title, extent 1. (1) This Act may be called the Indian
and commencement, Income-tax Act, 1922.

(2) It extends to the whole of British India, including British Ralu-
~chistan and the Sonthal Parganas, and applies also, within the dominions of
Princes and Chiefs in India in alliance with His Majesty, to British subjects
in those dominions who are in the service of the Government of India or of 2
local authority established in the exercise of the powers of the Governor
General in Council in that behalf, and to all other servants of His Majesty in
those dominions.
(3) 1t shall come into force on the first day of April, 1922.
2. In this Act, uniess there is anything repugnant in the

Detinitions, {
eIInitions Sub]eCt or context’_....

(1) *“agricultural income"” means—
(a) any rent or revenue derived from land which is used for agricul-
tural purposes, and is either assessed to land-revenue in British
India or subject to a local rate assessed and collected by officers
of Government as such

() any income derived from such land by—
(i) agriculture, or ,
(/i) the performance by a cultivator or receiver of rent-in-kind of

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

(1/i) the sale by a cultivator or receiver of rent-in-kind of the
produce raised or received by him, in respect of which no
process has been performed other than a process of thc
nature described in sub-clause (57) ; '
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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 receiver of rent-in-kind, of any land
with respect to which, or the produce of which,' any operation
mentioned in sub-clauses (i} and (77) of clause (&) is carried on:

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

(2) “assessee” means a person by whom Income-tax is payable;

(3) “Assistant Commissioner” means a person appointed to be an
Assistant Commissioner of Income-tax under section 5; '

(4) “business” includes any trade, commerce, or manufacture or al_ly
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;

. .(§)“Commissioner’” means a person appointed to be a Commissionet ' of
Income-tax under section 5; ‘ V

(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 situated in
British India or not, which the tCeniral Board of Revenue may, by general or
special order declare to be a company for the purposes of this Act;

1(64) “firm”, “partner” and ‘“partnership” have the same meanings
respectively as in the Indian Contract Act, 1872 ; and

(7) “Income-tax Officer” means a person appointed to be an Income-tax
Officer under section 5; ‘

(8} “Magistrate’” means a Presidency Magistrate or a Magistrate of the
first class, or a Magistrate of the second class specially empowered by the
Local Government to try offences against this Act;

*This clatuze was inserted by the Central Boatd of Revenue Act, 1924 (1V of 1924).
tAmended by the Central Board of Revenue Act, 1924 (I'V of 1924),
{Inserted by the Indian Income-tax (Amendment) Act. 1930 (XXT of 1930).
" : N. B.—The definition of *““firm’* and “partnership’ in the Indian Contraot Act, 1872,
have been replaced by the Indian Fartnership Act, 1932 (IX of 1932); but the definitions
in;the latter Actare effective owing to the operation of section 8 of the General Clauses

Aot, 1897 (X of 1807).
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(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 prece-
ding the year for which the assessment is to be made, or, if the
accounts of the assessee have been made up to a date within the
said twelve months in respect of a year ending on any date 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 so been made up;

P'rovided 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 up(_)ﬁ
such conditions as he may think fit ; or

() 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 aunthorise in this behalf.

(12) ‘“‘principal officer” used with reference to a local authority or a
company or any other public body or any™ association, means—

(@) the secretary, treasurer, manager or agent of the authdrity,
company, body or association, or '

(h) 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; ‘ - &

(13) “public servant” has the same meaning as in the Indian Penal Code;
'(1.4) T registered firm” means a firm registered under the provisions of
section 26-A; '

(15) “total income” means total amount of income, profits and gains from
all sources to which this Act applies computed in the manner laid down in

section 19; and

(16) “unregistered firm’”’ means a firm which is not a registered firm.

*Amended by the Indian Income-tax {Amendmgn_t)r Act, 1924 (XI of 1924),
tAmended by the Indian Ipcome-tax (Amendment) Act, 1930 (XXI of 1930),
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CHAPTER 1

CHARGE OF INCOME-TAX

3. Where any Act of the Indian Legislature enacts that income-tax shall

Chargo of income-tax. be charged for any year at any rate or rates appli-

cable to the total of income of an assessee, tax at the

rate or those rates shall be charged for that year in accordance with, and

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

gains of the previous year of every “individual, Hindu undivided fawmily, com-
pany, firm and other association of individuals.¥

4. (1) Save as hereinafter provided, this Act shall apply to all income,

Application of Act. profits or gains, as described or comprised in section

6, from whatever source derived, accruing or arising,

or received in British India or deemed under the provisions of this Act to
accrue, or arise, or to be received in British India.

(2) §Iucome, profits and gains accruing or arising without British India
to a person resident in British India} shall, if they are received in or brought
into British India and to be Yincome, profits and dains of the year in which they
are so received oy brought, notwithstanding the fact that they did not so

accrue or arise in that year.Y
# % I = *

§Provided thal nothing contained in this sub-section shall apply to any
income, profils or dains so accruing or arising prior io the 1st day of April 1933,
unless they are tncome, profils or gains of a business and are received in or broughl

into British India within three vears of the'end of the year in which they accrued
or arose.

UProvided further that nothing in this sub-section shall apply io income from
agriculture arising or accruingin a State in India from land for which any
annual payment in money or in kind is made lo the Stale.

*Amended by the Indian Income-tax (Amendment) act, 1024 (XTI of 1924).

tN:te.—The amsndments made in Sectisns 3, 55 and 56 of the Act by the Indian
‘'ncome-tax (Amendment) Act, 1924 (XT of 1924) shall have effect as if they had been made
on the first day of Aprll 1923, and income tax and super-tax ghall be deemed to have
been ohargeable for the year commencing on that date and to be chargeable for the year
commencing on the first day of April, 1924, at the rate or rates applicable for those years
to the total income of an individual, in respect of the income, profits and gains and of the
total income, respectively, of every Association of individuals for which no rate of tax has
been otherwise laid down by law,

fAmended by the Indian Income-tax (Further Amendment) Act, 1923 (XXVII
of 1923)

§ Amended by the Indian Income tax (Amendment) Act, 1933 (XII of 1928).
9 Repealed by the Indian Income-tax {Amendment) Act, 1933 (XIT of 1923).
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Explanation—"*Income, profits or gains accruing or arising without
British India shall not be deemed to be received or brought into British
India within the meaning of this sub-section by reason only of the fact that
they are taken into account in the balance sheet prepared in British

This Act shall not apply to the following classes of income :—

(i) Any income derived from property held under trust or other
legal obligation wholly for religious or charitable purposes,
and in the case of property so held in part only for such nurposes,
the income applied, or finally set apart for application, thereto.

(i1) Any income of a religious or charitable institution derived from
voluntary contributions and applicable solely to religious or
charitable purposes.

{/i7) The income of local authorities.

(7v) Interest on securities which are held by, or are the property of
any Provident Fund to which the Provident Funds Act, 1897,
applies, T ¢ # *

3 I Er

{v) Any capital sum received in commutation of the whole or a
portion of a pension, or in the nature of consolidated compen-
sation for death or injuries, or in payment of any insurance
policy, or as the accumulated balance at the credit of a subscri-
ber to any such Provident Fund.

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

(vif) Any receipts not being receipts arising from business or |_' the
exercise of a profession, vocation or occupation which are of a

casual and non-recurring nature. or are not by way of addition
to the remuneration of an employé.

(vitf) Agricultural income.

J(ix} Any income received by trustees on bebali of a recognised
provident fund as defined in clause () of section 58-A.

In this sub-section “‘charitable purpose” includes relief of the poor, edu:
cation, medical relief, and the advancement of any other object of general!
public utility.

*Amended by the Indian Income-tax (Amendment) Act, 1933 (XII of 1923).
tRepealed by the Indian Income-tax Amendment Act, 1924 (XTI of 1924)
}lnserted by the Jodian Income-tax {Provident Funds Relief) Aot 1523 (X1 of 1929),
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CHAPTER L

INCOME-TAX AUTHORITIES.

Income-tax  au- 5. (1) There shall be the following classes of In--
thorities. come-tax authorities for the purposes of this Act, namely:—

(a) the Central Board of Revenue,
(b)) Commissioners of Income-tax,
(¢) Assistant Commissioners of Income-tax, and

(d) Income-tax Officers. . 7
o § * + . 2 #

*(3) The Governor General in Council wmay appoint a - Commissioner of
Income-tax for any area specified in the order of appoiniment.

(4) Assistant Commissioners of Income-tax and Income-tax Officers shall
subject to the control of the Governor General in Council, be appointed by
the Commissioner of Income-tax by order in writing. They shall perform
their functions Tin respect of such persons or classes of persons and of such income
or classes of income and in respect of such areas as the Commissioner of
Income-tax may directl and, where two or more Assistant Comissioners of
Income tax or Incose-tax Officers have been appoinied for the same area, in accor-
dance with any orders which the Commissioner of Income-tax way make for the
distribulion and allocation of the work to be performed. The Commissioner
may, by general or special order in writing, direct that the powers conferred
on the Income-tax Officer and the Assistant Commissioner by or under this
Act shall in respect of any specified case or class of cases, be exercised by
the Assistant Commissioner and the 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 tﬁé Gazette of
India, appoint Commissioners of Income-tax, Assistant Commissioners of
Income-tax and Income-tax Officers to perform such functions in respect of
such classes of persons or such classes of income, and for such area, as may
be specified in the notification, and thereupon the functions so specified shall
cease, within the specified area, to be performed, in respect of the specified

§Repealed by the Central Board of Revenue Act, 1924 (IV of 1924).
*Substituted by the Indian Income-tax (Becond Amendment) Act, 1933 (XVIII of
1933,
tAmended by the Indian Income tax {S8econd Amendment) Act, 1933 (XVIII of 1933).
" Jlnperted by she Indian Income-tax (Seconpd Amendment) Act (X VIIT of 1933
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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 appo-
inted under sub-section (4) shall, for the purposes of this Act, be subordi-
nate to the Commissioner of Income-tax appointed under sub-section (3) for
the “area in which they perform their functions.

CHAPTER IIL

- TaxaBLE INCOME.

6. Save as otherwise provided by this Act, the following heads of
] income, profits and gains, shall be chargeable to
Heads of income charge- . . . . .
able to- income-tax. income-tax in the manner hereinafter appearing,
‘ namely:—

{{) Salaries.

(i) Interest on securities.
i7i{) Property.

(fv) Business.

(v} Professional earnings.
(vi) Other sources.

7. (1) The tax shall be payable by an assessee under the head “salaries”
Sala l;'iés. in respect of any salary or wages, any annuity, pension or gra-
' tuity, 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 Government, 2 local authority, a company, or any other public

body or association, or by or on behalf of any private employer:

YExplanation.—The right of a person to occupy free of rent as a place of
residence and premises provided by his employer is a perquisite for the
purposes of this subsection: :

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

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

*Amended by ths Indian Income tax (Second Amendment) Act, 1933 (XVIIL of
1933, : R '
tInserted by the Indian Income-tax (Amendment} Act, 1923 {XV of 1923),
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B ' The tax shall be payable by an assessee under the head “‘Interest on
securities” in respect of the interest receivable by him
on any security of the Government of India or of a
Local Government, .or on debentures or other securities for money issued by
or on behalf of a local authority or a company.

In tersst on saeurlties

*Provided that no income-tax shall be payable under this section by the as-
sessee 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 securily of the Government of India issued or declared to
l?e income-tax free:

- Provided, further that the income-tax payable on the interest receivable
on any security of a Local Government issued income-tax free shall be pay-
able by that Local Government.

9. (I) The tax shall be payable by an assessee under the head “Property”’
in respect of the bona fide annual value of property consisting
of any buildings or lands appurtenant thereto of which he
is the owner, other than such portions of such property as he may occupy
for the purposes of his business subject the following allowances,
namely :—

Property.

() 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;

(i) 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) the amount of any annual premium paid to insure the property

e against risk of damage or destruction;

“ Yiv) where the property is subject lo a morigage, or other capital charge,
the amouni of any interest on such mortgage or charge; where
the property 1s subject to a ground rent, the amount of such ground
vent; and wheve the property has been acquired wilh borrowed
capital, the amount of any inieresi pavable on such capital and
not spectfically charged wpon the property itself:

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

*Insetied by the Indiun Income-tax (Becond Amendment) Act, 1933 (X VI11I of 1933.)
tAwended by the Indla.u Incoma tax {Second Amendmaut) Act, 1933 ().VIII of
1933). .
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{v) in respect of collection charges, a sum not exceeding the pres-
cribed maximum ;

i) in respect of vacancies, such sum as the Income-tax Officer
may determine having regard to the circumstances of the case :

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

(2) For the purposes of this section, the expression “annual value” shall
be deemed to mean the sum for which the property might reasonably be
expected to let from year to vear.

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

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

Business.

(2) Such profits or gains shall be computed after méking the follow-.
mg allowances, namely :—-

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

(i) in respect of repairs, where the assessee is the tenant only of the
premises, and has undertaken to bear the cost of such repairs,
the amount paid on account therof, provided that, if any sub-
stantial part of the premises is used by the assessee as a dwelling-
house, a proportional part only of such amount shall be allowed;

(¢1/) in respect of capital borrowed for the purposes of the business,
where the payment of interest thereon is not in any way depen-
dent on the earning of profits, the amount of the interest paid ;

- Explanation.— Recurring subscriptions paid periodically by share-
holders 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 damage ot destruction of
buildings, machinery, plaint, furniture stocks or stores, used for
the purposes of the business, the amount of any premium paid;
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{v} in respect of current repairs to such buildings, machinery, plant,
or furniture, the amount paid on account thereof ;

"4) in 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 class of cases be prescribed ;

Provided that—
(@) the prescribed particulars have been duly furnished;

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

the aggreqate of all such allowances made under this Act or any
Act fepealed hereby, or under the Indian Income-tax Act, 1886,
shall in no ease, exceed the orlgmal cost to the assessee of the
bu1ld1ngs, machmery, plant or furniture as the case may be;

:_(vt__t) . 1n respect of any machlnery or’ pla.nt which, in consequence of
its having become obsolete, has been sold or discarded, the
difference between the origlnal cost to the assessee of the
machinery or plant as reduced by the aggregate of the allowan-
- ¢es made in respect of depreciation under clause (vi), or any Act

repealed hereby, or the Indian Income-tax Act, 1886, and the
“ amount for which the maehlnery or Plant is aetually sold,or its
“scrap value,

»iia) in respect of animals which have been used for the purposes of
the business otherwise than as stock in trade and have died or
_become permanently useless for such purposes, the difference
between the original cost to the assessee of the anunals and the
amount, if any, realised in respect of the carcasses or animals;

(viff) 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;

- nserted by the Indian Income-tax (Amendment) Act, 1028 {IIT of 1928).
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(viiia) any sum paid to an employee' as bonus or commission for
services rendered, where such sum would not have -been pay-
able to him as proﬁts or d1v1dend if it had not been paid as
bonus or commission :

>rovided that the amount of the bornus 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;

(ix) any expenditure (not being in the nature of capital eXpeﬁditure)
.incurred solely for the purpose of earning such profits ar,
gains :

TProv1ded that nothmg in clause (witi) or clause (ix) shall be deemed
to authorise the allowance of any sum paid on account of any cess, rate or
tax levied on the profits or gains of any business or assessed at proportion of'\
or otherwise on the basis of any such profits or gains. |

(3) In sub-section {2), the word “ﬁaid" means actually inid or incurred
according to the method of accounting upon the basis of which the profits or
gains are computed under this section. B

11. (1) The tax shall be payable by an assessee under the head
“Professional earnings’” in respect of the proﬁts or gains
of any profession or vocation followed by him.

e 1(2) Such profits or gains shall be compuied after makmg the following
allowances, namely:—

(1) - any expenditure (not being in the nalure of . capital expenditure)

- incurred solely for the purposes of such profession or wocation, and

Professional arnings,

not being personal expenses of the assessee;

(i1) in respect of depreciation of buildings and depreciation and
obsolescence of machinery, apparatus, appliances, plani, furni-
ture or other capital assets being the property of the assessee and
used solely for the purposes of such prafession or vocation the
allowances specified in clauses (vi) and ( vii) of sub-section (2)
of section 10 subject to all the conditions specified in those clauses.

(3) Professional fees paid in any part of India to a person ordinarily
resident in British India shall be deemed to be profits or gains chargeable
under this head. , o .

*Inserted by the Indian Income-tax (Third Amendment) Act, 1930 (XXIII of 1930}

tInserted by the Indian Income-tax (Amendment) Act, 1928 {111 of 1928},

18ubstituted by the Indian JIncome-tax (Second Amendment) Act, 1933
{XVIIE of 1933), : : IREERRE A
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.12, (1) The tax shall be payable by an assessee umder 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).

* ©iher sources,

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

13. Income, profits and gains shall be computed for the purposes of
Method of a ac- Sections 10, 11 and 12 in accordance with the method of
sounting. accounting regularly employed by the assessee :

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

14. (1) The tax shall not be payable by an assessee in respect of any

Exemption of s Sum which he receives as a member of a Hindu undivided
general nature, family, |

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

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

(5) such an amount of the profit or gains of any firm which have been
assessed to income-tax asis proportionate to his share in the
firm *at the time of such assessement; : or

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

15. (1) The tax shall not be payable by an assessee in respect of any
Exemption in SUM paid by him to effect an inssurance on his own life or
the case of life on the life of his wife, or in respect of a contract for a
1hsurances. deferred annuity on his own life or on the life of his wife,
or as a contribution o any Provdident Fund to which the Provident Funds

Act, 1897 applies.

*Ingerted by the Indian Income-tax {(Amendment) Act, 1928 (IT{ of 1928),
fInserted by the Indian Ingome-tax {Amepdment) Act, 1930 {XXII of 1930).



(2) Where the assessee is a Hindu undivided family, there 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 (I) of
section 7, *and any sums exempted under sub-section (1} of section 58-F exceed
one-sixth of the total income of the assessee.

16. (1) In computing the total income of an assessee sums exempted

Exemptions and exclu- under the proviso to sub-section (I) of section 7

sion? determining the Yihe second and third provisos to section 8, sub-section
\atal lngoma. (2} of section 14 and 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.

17. Where owing to the fact that the total income of any assessee has
Reduction of fax when reached or exceeded a certain limit he is liable to
margin above a certain pay income-tax or to pay income-tax at a higher
limit is small,

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

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

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

CHAPTER 1V.
PEDUCTIONS AND ASSESSME N
18. (i,
Payment by deduction
at source,

§Repealed by the Income tax (Amendment) Act, 1924 (XT of 1924),

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

tRepealed by the Indian Income-tax (Second Amendment) Act, 1933 (XVIJI
of 1933\,

tInserted by the Indian Jocome-tax (Provident Fupd Relief) Act, 1929 (XTI
of 1923),
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12) Any person responsible for paying anjr income chargeable under the
head “Salaries” shall, at the time of payment, deduct income-tax *but not
suj)er tax on the amount payable at the r"tte appllcable to the estimated in-
come of the assessee under thls head :

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

t(2a) Notwithstanding anything hereinbefore contained, for the purpose
of making the deduction under sub-section (2) there shail be included in the
amount payable any income chargeable under the head ‘Salaries’ which is
payable fo the assessee out of India by or on behalf of Government, and the
value in rupees of such income shall be calculated at the prescribed rate of
exchange o oo '.

(3) "The person respons1b]e for paymg and income chargeable under the
the head “ Interest on securities shall lunless otherewise prescribed in lhe case
of any security of the Governmmt ol India at the time oOf payment, deduct
lncome~tax *but noi super-tax on the amount of the 1nterest payable at . the
maxumum rate,

*Prcwzded that where the I ncome-tax Oﬁiccr gzves a certificate in writing (which
ccrttﬂcate he shall give in evry proper case on the application of the assessee) thal
to the best of his  belief the total income of a recipient will be less than the
siinimiw Tiable to income- tax or will be liable to a rate of income-tax or will
be liable to a rale of income-tax less than the maximum rale, the jbersorz Fesponsi-
ble for paying any income herein referved to such wecipient shall, until such
certificale is cancelled by the Income-tax Officer pay the income withoul deduction
or deduct the lax at such less rale, as the case may be.

*(34) Where the Income-tax Officer has reason to believe that the
total income of any person res1d1ng out of British Ind:a to whom any interest
not being ‘interest on securities’ is payable; will im any year exceed the
maximum amount which is not chargeable with super-tax under the law for
the time being in force, he may, by order in writing, require the person
responsible for paying such interest to such person fo deduct at the time of
payment income-tax and super-tax at the rates determmed by the Income-
tax Officer to be applicable to the total income of such person in that year.

'(3B) Where the person responsible for paylng any mterest not being
Interest on Securities ’ to any person pays to that person in’ any year. an

*Ipserted by the Indian Income-tax (Second Afmendment) Act, 1933 (X VIII of 1933].
}Inserted by the Indian Income-tax (Becond Amendment) Act, 1925 (X VI of 1925),
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amount of such interest exceeding in the aggregate the maximum -amount
which is not chargeable with super-tax under the law for the time being in
force, the person responsible for paying such interest shall, if he has not
reason to believe that the recipient is resident in British India, and no order
under sub-section (34) has been received in respect of such récipient, deduct at
the time of payment income-tax on the total amount of such irterest at the
rate appropriate to such total, and super-tax on the amount by which such
total exceeds the maximum amount not chargeable with super-tax at the rate

applicable to such excess.. ey

*(3C) Where the Income-tax Officer has reason to believe that any
person, who is a shareholder in a compay, is resident out of British India
and that the total income of such person will in any year exceed the maximum
amount which is not chargeable to super-tax under the law for the time being
in force, he may, by order in writing, require the principal officer of the
company to deduct at the time of payment of any dividend from .the
company to the share-holder in that year super-tax at such rate as the income-
tax Officer may determine as being the rate applicable in respect of the i income
of the shareholder in that year. '

*(3D) 1If '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 is not chargeable to super-tax under the taw for
the time being in force, and the principal officer of the company has not
reason to believe-that the shareholder is resident in British India, and no
order under su_b-sec":i_on (3C) has been received in respect of such shareholder
by the principal officer from the Income-tax Officer the principai officer shall
at the time of payment deduct super-tax on the amount of such excess at the
rate which would be applicable under the law for the time being in force if
the amount of such dividend or dividends (together with the amount of such
incCome-tax as aforesaid ) constituted the whole total income of the shareholder

(4) All sums dedacted 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. '

, (8 ) Any deduction made in accordance with the provisions of this sec-
tion 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 may be, and credit shall be given to him therefor
in the assessment, if any, made for the following year under this Act :

*Inserted by the I}ndla.n Income-tax (Second Amandment) Ach, 1933 {XVIII
of 1933). O S L . i el Loranz
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Provided that, # such person or such ownér obtains, 1 ateordance with
the provisions of this Act, a réfund of any portioh of the tax ¢ 'deducted, no
credit shal 'be given for the amount of such refund.

-

(6) All sums deducted in accordance with the provisions of this section
shall be paid within the prescribed time by the person making the deduction
to the credit of the Government of Indian or as the Central Board of Revenue
directs.

(7) If any such person does not deduct and pay the tak 4s required by
*or under this section, he shall, without prejudice to any other consequences
which he may incur, be deemed to be tan asseessee in default in respect of the
tax.

*Provided that the Tncomeitax Officer shall not make a direction under
stib-section (1) of section 46 for the recovéry of any penalty from sach person
utiless 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-lax in accordarce with
the provisions of sub-sections (3), *(34). (3B), (3C) or (3D) shall, at the time
of payment of interest; furnish to the person to whom the interest is paid a
certificate to the effect that income-tax *or super-lag has been deducted, and
specifying the amount so deducted the rate at which the tax has been deduc-
ted and such other particulars as may be prescribed.

19. In thie ¢4se'of income cliargeable utider Tany head other than “sdla-
ries” or ‘“‘interest bn sectirities”, and in any case where
income-fax has not been déducted ih accordance with
the provisiohs of section 18, the'tax shall be payable by thé assessee direct.

Payment in other cases

}19-A. The principle officer of every company shall, on or before the
Supply of infor- 15th day of June in each year, furnish to the prescribed
g;:gg;ds. regarding officer a return in the prescribed fqrm and verified in the
_ prescribed manner of the names and of the addresses, as
entered in the register of shareholders maintained by the company, of the
shareholders to whom a dividend or aggregate dividends exceeding such
armount as may be prescribed in this behdlf-has or ‘have Been distributed
dbiring the preceding year and of the amount so distributed to edt¢h such
shareholder. ‘

*Ingerted iby the Indian Income-tax (Second Amendment) Act, 1933 (XVIII
of 1933),
tSubstituted by the Indian Income-tax (Becond Amendment) Act,- 1933 (X VIII of 1933).
{Inserted by the Indian Incoma-tax (Amendment) Act, 1926 (XVILI of 1926},
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20. The principal officer of every company shall, at the time of distri-
Cartlﬁcate by com- bution of dividends, furnish to every person receiving
pany to shareholders a dividend a certificate to the effect that the company
receiving dividends. has paid or will pay income-tax on the profits which
are being distributed, and specifying such other particulars as may be

prescribed.

20A. The person responsible for paying any interest not being ‘Interest

Supply of informa- o©On Securities’ shall, on or before the fifteenth day of
tion regarding interest. Jyne 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 previous 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.

21. The prescribed person in the case of every Government office

, and the principal officer or the prescribed person in
Annual return.

the case of every local authority, company or other

public body 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 Ofhicer in the prescribed form, a return in

writing showing—

(@) the name and, so far as it is known, the address of every person
who was receiving on the said 31st day of March, or has
received during the year ending on that date, from the
authority, company, body, association or private employer, as
the case may be, any mcome chargeable, under the head
Salaries of such amount as may be prescribed;

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

(c) the amount deducted in respect of income-tax from the income
of each such person.

22, (1) The Principal officer of every company shall prepare, and, on or

] before the fifteenth day of June in each year, furnish
Return of income.

to the Income-tax Officer a return, in the prescribed
form and verified in the prescribed manner, of the total income of the com-

pany during the previous year:

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

3
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(2} In the case of any person other than a company whose total income
is, in the Income-tax Officer’s opinion, of such an amount as to render such
person liable to income-tax, the Income-tax Officer shall serve a notice upon
him requiring him to furnish, within such period, not being less than thirty
days as may be specified in the notice, a return in the prescribed form anc
verified in the prescribed manner setting forth (along with such other parti-
culars as may be provided for in the notice) his total income during the
previous year.

(3) 1f any person has hot furnished a return within the time allowed by
or under sub-section (I) or sub-section (2), or having furnished a return
under either of those subsections, discovers any omission or wrong statement
there in, 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
company 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 accounts or documents or as the
Income-tax Officer may require:

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

23. (1) If the Income-tax Officer is satished that a return made under
section 22 is correct and complete, he shall assess

Asggesament. . .
the total income of the assessee, and shall determine

the sum payable by him on the basis of such return.

(2) 1f the Income-tax Officer has reason to believe that a return made
under section 22 is incorrect or incomplete he shall serve on the person who
made the return a notice requiring him, on a date to be therein specified
either to attend at the Income-tax Ofhcer’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 evi-
dence as such person may produce and such other evidence as the Income-tax
Officer may require, on specified points, shall, by an order in writmg, assess
the total income of the assessee, and determine the sum payable by him on
the basis of such assessment.
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(4) 1f the principal officer of any company or any other person fails 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 section or, having made a return, fails to comply
with all the terms of a notice issued under sub-section (2) of this section, the
Income-tax Officer shall make the assessment to the best of his judgment *and,
in the case of a registered firm, may cancel its registration.

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

"23 A. (1) Where the Income-tax Officer is satisfied that any firm or
other association of individvals carrying on any
Power to assess in- . . .. .
dividual members of cer- business, other than a Hindu undivided family or a
tain firms, associations oompany, is under the control of one member thereof,
and companies.
and that such firm or associatian 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 association shall be included in

his total income for the purpose of his assessment thereon.

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

(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 its profits and gains
are allowed to accumulate beyond its reasonable needs, existing and contin-
gent, having regard to the maintenance and development of its business,
without being distributed to the members, or that a reasonable part of its
profits and gains, having regard to the said needs, has not been distributed to
its members in such manner as to render the amount distributed liable to be
included in their total income, and that such accumulation or failure to distri-
bute is for the purpose of preventing the imposition of tax upon any of the
members in respect of their shares in the profits and gains so accumulated or
not distributed, the Income-tax Officer may, with the previous approval of the
Assistant Commissioner, pass an order that the sum payable as income-tax by
the company shall not be determined, and thereupon the proportionate share
of each member in the profits and gains of the company, whether such profits

*Ingerted by the Indjan Income-tax (Amendment Act, 1930 (XXI of 1930),
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and gains have been distributed to the members or not, shall be included in
the total income of such member for the purpose of his assessment thereon :

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

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

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

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

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

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

(3) The Assistant Comissioner shall not give his approval to any order
proposed to be passed by the Income-tax Officer under this section, until he

has given the firm, association or company concerned an opportunity of being
heard.

(4) (i) Where any member of a firm or association of individuals makes
default in the payment of tax on his share of profits and gains which has been
included in his total income under the provisions of sub-section (1), such tax
may be recovered from the firm or association, as the case may be.
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(ii)  Where the proportionate share of any member of a company in the
undistributed profits and gains of the company has been included in his total
income under the provisons of sub-section (2), the tax payable in respect there-
of shall be recoverable from the company and may 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 company has commenced.

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

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

24. (1) When any assessee sustains a loss of profits or gains in any

Set-off of loss in com- Y€ar under any of the heads mentioned in section 6,he
puting aggregate income. shall be entitled to have the amount of the loss set-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 sustained
cannot wholly be set-off under sub-section (i, any member of such firm “or
any person who being a minor has been admitled to the benefits of parinership in
such firm 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 fo kis share of the bengfils of parinership. as the case
may be.

"24A. (1) When it appears to the Income-tax Officer that any person
. may leave British India during the current financial
Aggesament in case of .

departure from British vyear, or shortly after its expiry, and that he has no
India. " 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 Income-tax Officer

*Inserted by the Indisn Income-tax (Second Amendment) Act, 1933 (XVIII of 1933),
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shall estimate the total income of such person and assess it at the rate in force
for the financial year in which such assessment is made :

Provided that nothing herein contained shall authorise an Income-lax
Officer to assess any income, profits or gains which escaped assessment or
have assessed at too low 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 him 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 income for each
of the completed previous years comprised in the period first referred to in
sub-section (1) and is estimated to total income for the period from the
expiry of the last such completed previous year to the probable date of his
departure; and the provisions of this Act shall so far as may be, apply as if
the notice were a notice issued under sub-sections {2) of section 22.

¥24B. (1) Where a person dies, his executor, administrator or other legal
Tax of decoased representative shall be liable to pay out of the estate of
person payable by the deceased person to the extent to which the estate is
representative. capable of meeting the charge the tax assessed as payable
by such person, or any tax which would have been pavable by him under this

Act if he had not died.

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

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

*Inserted by the Indian Income-tax (S8econd Amendment) Act, 1933 (XVII] of 1933),
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25. (1) Where any businesss, profession or vocationfon which
Assessment in ocase of (ncome-tax was not at amy lHme charded under the
discontinued business. provisions of the Indian Income-tax Act 1918 is
discontinued in any year, an assessment may be made in that year on the
basis of the income, profits or gains of the period between the end of pre
vious year and the date of such discontinuance in addition to the assessment,
if any made on the basis of the income, profits or gains of the previous year.

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

(3) Where any business, profession or vocation * * * t*
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 res-
pect of the income, profits and gains of the period between the end of the
previous year and the date of such discontinuance, and the assessee may fur-
ther claim that the income, profits and gains of the previous year shall be
deemed to have been the income, profits and gains of the said period.

Where any such claim is made, an assessment shall 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 sub-
section {3), the Income-tax Officer may serve on the person whose income,
profits and gains are to be assessed, or, in the case of a firm, on any person
who was a member of such firm at the time of its discontinuance, or, in the
case of a company, on the principal officer thereof, a notice containing all or
any ot the requirements which may be included in 2 notice under sub-section
(2) or section 22 and the provisions of this Act shall, so far as may be, apply
accordingly as if the notice were a notice issued under that sub-section.

125A (1) Where, at the time of making an assessment under section
Assessment after parti. 23, it is claimed by or on behalf of any member of
tion of a Hindu undi. a Hindu family hitherto§ assessed as undivided that

vided family. ..
a partition has taken place among the members of

* Awmended by the Indian Income-tax {Amendment) Act, 1924 (X1 of 1924.)
tRepealed by Income-tax Amendment) Act of 1924 (X1 of 1924).

1lnserted by tho Indian Income tax (Amendment) Act, 1938 (111 of 1928).
§Ineerted by the Indian Income tax (Second Amendment) Act, 1930 {XXII of 1933).
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such family the Income-tax officer shall make such inquiry thereinto as he may
think fit, and if he is satisfed 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 i mqmry
have been served on all the members of the family.

(2) Where such an order has been passed, the ]ncome-tax Offlcer shall
make an assessment of the total income received by or on behalf of the joint
family as such, as if no separation or partition had taken place, and each
member or group of members shall in addifion to any income-tax for which he

~or it may be separately liable and notwithstanding anything contained in sub-

section (1) or section 14, be liable for a share of the tax on the income so
assessed according to the portion of the joint family property allotted to him
or it;

and the Income-tax Officer shall make assessments accordingly on the

various members and groups of members in accordance with the provisions of
section 23: '

Provided that all the separated members and groups of members shall be
liable jointly and severally for the tax assessed on the total income recelved
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.

126. (1) Where, at the time of making an assessment under section 23,
_ ) it is found that a change has occured in the constitu-
t.h)c;hg'? geﬂri constitu= 4:on of a firm or that a irm has' been newly consti-
‘tuted, the assessments on the firm and on the
members thereof shall, subject to the provisions of this Act, be made
as if the firm had been constituted throughout the previous year as it is con-
stituted at the time of making the assessment, and asif each member had
received a share of the profits of that year proportionate to his interest in
the firm at the time of making the assessment.

(2) Where at the time of making an assessment under section 23, it is

: _ found that the person carrying on any business,
of%];z?f:“?f owner-ship  profession or vocation has been succeeded in such
capacity by another person, the assessment shall be

made on such person succeeding, as if he had been carrying on the business,

*Inseeted by the Indian Income-tax {Second Amendnient) Act, 1930 (XXII of 1930).
tSubstituted by for the original section by the Indian Income-tax {Amendment) Act
1928 (III of 1928).



profession or vocation throughout the previous year, and as if he had
received the whole of the profits for that year.

*26 A. (1) Application may be made to the Income-tax Officer on

_ _ behalf of any firm, constituted under an instrument of

ti;r%cfeg?;fs_m reglstra- partnership specifying the individua) shares of the

. partners, for registration for the purposes of this Act

and of any other enactment for the time being in force relating to income-tax
or super-tax.

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

27. Where an assessee or, in the case of a company, the principal officr
Cancellation of asses- thereof, within one month from the service of a
:]rlnoevgltl. when cause i8 notice of demand issued as hereinafter provided, satis-
fies the Income-tax Officer that he was prevented by
sutficient cause from making the return required by section 22, or that he did
not receive the notice issued under sub-section (4) of section 22, or sub-section
(2) of section 23, or that he had not a reasonable opportunity to comply, or
was prevented by sutficient cause from complying, with the terms of the last-
mentioned notices, the Income-tax Officer shall cancel the assessment and
proceed to make a fresh assessment in accordance with the provisions of
section 23.

128. (1) If the Income-tax Officer, the Assistant Commissioner or the
Penalty for conceal- Commissioner, in the course of any proceedings under
ment of income or impro. this Act, is satisfied that an assessee has concealed
per digtribution of profits. the particulars of his income or has deliberately fur-
nished inagcurate particulars of such income, and has thereby returned it
below its real amount, he may direct that the assessee shall, in addition to the
income-tax payable by him, pay by way of penalty a sum not exceeding the
amount of the income-tax which would have been 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 otherwise .than in
accordance with the shares of the partners as shown in the instrument of

*Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930}, .
tSubstituted for the  original section by the India lnqqm.a_-ta.x_(An)el_a.qun,t.],. Act
1030, (XXI of 1930},

4
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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 payable by him,
pay, by way of penalty a sum not exceeding the amount of income-tax which
has been avoided, or would have been avoided if the income returned by such
partner had been accepted as his correct income; and no refund or other
adjustment shall be claimable by any other partner by reason of such direction.

(3) No order shall be madeunder sub-section (I) or sub-section (2),
unless the assessee or partner, as the case may be has been heard, or has
been given a reasonable opportunity of being heard.

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

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

29. When the Income-tax Officer has determined a sum to be p'ayable'
. by an assessee under section 23 or when an order
Notice of demand. o o
has bzen 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.

30. (I) Any assessee objecting to the amount or rate at which he is
N assessed under section 23 or section 27, or denying
Appeal against assess- R . Lo

ment under this Act. his liability to be assessed under this Act, or objecting

to a refusal of an Income-tax Officer *fo register a firm

tnder section 26A or to make a fresh assessment under section 27, or to any

order against him under sub-section (2) of section 25 Yter section 25-4 or

section 21 made by an Income-tax Officer, may appeal to the Assistant
Commissioner against the assessment or against such refusal or order:

Provided that no appeal shall lie in respect of an assessment made under
sub-section (4) of section 23, or under that sub-section read with section 27.

_ (2) The appeal shall ordinarily be presented within thirty days of receipt
of the notice of demand relating to the assessment or penalty objected to, *or
of the intimation of the refusal to register a firm inder section 26-A, or of the
date ot the refusal to make fresh assessment under section 27, as the case may

*Ingerted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII of 1933),
}Inserted by the Indisn Incotme-tax (Amendment) Act, 1930 (XX I of 1330),
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be, but the Assistant Commisioner may admit an appeal after the expiration of
the period if he is satished that the appellant had sufficient cause for not
presenting it within that period.

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

31. (1) The Assistant Commissioner shall fixa day and place for the
hearing of the appeal, and may from time time adjourn
the hearing.

Hearing of appeal.

(2) The Assistant Commissioner may, before disposing of any appeal,
make such further 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 or annul the assesment, or

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

Yor, in the case of an order refusing ™o register a firm under section 264 1, or
to make a fresh assessment under section 27,

(¢} 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 cases of an order under sub-section (2) of section 2 or
section 28,

(d) confirm cancel or vary such order :

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

32. (1) Any assessee objecting to an order passed by an Assistant

Appeals against orders Commissioner under section 28 or to an order
of Assistant Conmis- . i .
gioner. enhancing his assessment under sub-section (3) of
section 31, may appeal to the Commissioner within thirty days of Tthe date on

which he was served with notice of such order.

*Insertei by the Indian Income-tax (Second Amendment) Act, 1933 XVIII of 1933).
tInserted by the Indian lncome-tax (S3econd Amendment) Act, 1930 (XXIT of 1930},
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(2) . The appeal shall be in the prescribed form, and shall be verified in
the prescribed manner.

(3) In disposing of the appeal the Commissioner may after giving the

appellant an 0prportunity of being heard, pass such orders thereon as he
thinks fif.

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 authority subordindte to him or by
himself when exercising the power of an Assistant Commissioner under sub-
‘section (4) of section 5.

Power of review,

(2) On receipt of the record the Commissioner may make such enquiry
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 prejudicial to an assessee
without hearing him or giving him a reasonable opportunity of being heard.

*33 A. (I) Any person aggrieved by an order of an Income-tax Officer

Reference to Boxrd under sub-section (1) or sub-section (2} of section 23-A
of Reforees. ' may, within thirty days of the date on which he was
served with notice of such order, lodge an appeal in

the Office of the Commissioner.

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

(3) The Commissioner shall refer such appeal, with a statement of his
own opinion thereon, to a Board of Referees, for decision; and the Board of
Referees shall decide the appeal after hearing the appellant and any person
deputed by the Commissioner.

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

(4) The decision of the Board of Referees shall be forwarded to the
Commissioner who shall trausmit it to the Income-tax Officer who passed
the original order, and shall also send copies to each Income-tax Officer who
has made any assessment consequent upon such order; and where a decision

*Inserted by the Indian_lnopme-ta,x (Amendment) Act, 1930 (XXI of 1930),
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reverses or modifies the order of the Income-tax Officer, fresh assessments
shall be made in accordance therewith, or such consequential adjustments as
may be required shall be made in any assessment already made.

(5) The decision of 2 Board of Referees shall not be subject to appeal
to any Income-tax authority and shall not be revised by the Commissioner in
exercise of his powers under section 33, '

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

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

34. If for any reason income, profits or gains chargeable to income-tax
. has escaped assessment in any year or has been assessed
Income escaping

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

Provided that the fax shall be charged at the rate which it would have
been charged had the income,profit or gains not escaped assessment or full
assessment, as the case may be,

35. (1) The Commissioner or Assistant Commissioncr may, at any time
Reotification of mistake within one year from the date of any order passed by
him in appeal or, in the case of the Commissioner, in
revision under section 33 and the Income-tax Officer may, at any time within
one year from the date of any demand made upon an assessee, on his own
motion rectify any mistake apparent from the record of the *appeal, revision
or assesssent as the case may be, and shall within the like period rectify any

such mistake which has been brought to his notice by Tthe assessee:

*Amended by the Indian Income-tax (Amendment) Act, (1928 ITI of 1928),
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Provided that no such rectification shall be made, having the effect of
enhancing an assessment unless the *Commissioner, the Assistant Comsissioner
or the Income-tax Officer, as the case miay be has given notice to the assessee of
his intention so to do and has allowed him a reasonable opportunity of being
heard.

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

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

36. In the determination of the amount of tax or of a refund payable

Tax to be ecaleculated under -this Act, fractions of an anna less than six
to nearest anna. pies shall be disregarded, and fractions of an anna
equal to or exceeding six pies shall be regarded as one anna.

37. The Income-tax Officer, Assistant Commissioner and Commissioner

Power to take evi- shall, for the purposes of this Chapter, have the same
dence on cath ete. 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 :—

(¢} enforcing the attendance of any person and examining him on
oath or affirmation;

{b) compelling the production of documents; and

(c) issuing commissions for the examination of witnesses;
and any proceeding before an Income-tax Officer, Assistant Commissioner
or Commissioner under this Chapter shall be deemed to be a "judicial procee-
ding” within the meaning of sections 193 and 228 *and for the purposes of
section 196 of the Indian Penal Code.

38. The Income-tax Officer, or Assistant Commissoner may, for the

‘ . purposes of this Act,—
Power to call for infor« 7

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

*Insorted by the Indian Income-tax (Second Amendment) Aot, 1930 (XXTI of 1930),



(2) require any person whom he has reason to believe to be a trus-
tee, 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 lo be engaged in
business, to furnish him with a return conlaining particulars of the
location and style of his principal place of business, and of his bra-
nch businesses, if any, the nawes and addresses of his pariners in
any business, and the extent of his own share and the shares of all
such partners in the profils of such business or businesses.

39, The Income-tax Officer or Assistant Commissioner, or any person au-
Power to inspect the thorised in writing in this behalf by the Income-tax
register of members of Officer or Assistant Commissioner, may inspect and
any company, . . ]
if necessary, take copies or cause copies to be taken
of any register of the members, debenture-holders or mortgagees of any com-
pany or*of any entry in such register.

CHAPTER V.

LiaBILITY IN SPECIAL Casss.

40, In the case of any guardian. trustee or agent of any person being a
minor, lunatic or idiot or residing out of British India
(all of which persons are hereinafter in this section in-

" cluded in the term “beneficiary”’) being in receipt on

behalf of such beneficiary of any income, profits or gains chargeable under

this Act, the tax shall -be levied upon and recoverable from such guardian,
trustee or agent as the case may be, in like manner and to the same amount
as it would be leviable upon and recoverable from any such beneficiary if of
full age, sound mind, or resident in British India, and in direct receipt of
such inCome, profits or gains, and all the provisions of this Act shall apoly

Guardians, trustee and
agents,

accordingly.

4]1. In the case of income, profits or gains chargeable under this Act
which are received by the Courts of Wards, the

Court of Wards, sto, L .
Administrators-General, the Official Trustees or by
any receiver or manager (including any person whatever his designation who
in fact manages property on behalf of another) appointed by or under any
order of a Court, the tax shall be levied upon and recoverable from such

Court of Wards, Administrator-General, Ofhcial Trustee, receiver or

*Inserted by the Indi#n Income-tax {Becond Amendment) Act, 1933 (X VIII of 1933),



manager in the like manner and to the same amounts as it would be leviable
upon and recoverable from any person on whose behalf such income, profits
or gains are received, and all the provisions of this Act shall apply
accordingly. '

42, (1) In the case of any bérson residing out of British India, ali
Non-residents. profits or gains accruing or arising to such person,

whether directly or indirectly, through or from any
business connection or property in British India, shall be deemed to be
income accruing or arising within British India, and shall be chargeable to
income-tax in the name of the agent of any such person, and such agent shall
be deemed to be, for all the purposes of this Act, the assessee in respect of

such income-tax:

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

(2) Where a person not resident in British India, and not being aBritish
subject or a firm or company constituted within His Majesty’s dominions or a
branch thereof, carries on business with a person resident in British India, and
it appears to the Income-tax Officer or the Assistant Commissioner, as the case
may be, that owing to the close connection between the resident and the
non-resident person and to the substantial control exercised by the non-resident
over the resident, the course of business between those persons is so arranged
that the business done by the resident in pursuance of his connection with
the non-resident produces to the resident either 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 been derived
therefrom, shall be chargeable to income-tax in the name of the resident per-
son who shall be deemed to be, for all the purposes of this Act, the assessee
in respect of such income-tax. '

* (3) Where any profits or gains have accrued or arisen to any person
directly or indirectly from the sale in British India by him or by any agency
or branch on his behalf of any merchandise exported to British India by him
or any agency or branch on his behalf from any place outside British India,
the profits or gains shall be deemed to liave 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 respect of any buying or other commission what-
soever not actually paid, or of any other amounts not actually spent, for the
purpose of earning such profits or gains, -

*[nserted by the Indian Income-tax (Furthai Amendment} Acf. 1923 (XXVI[
of 1923); I



3. Any person employed by or on behalf of a person residing out of
Agents to include per- DBritish India, or having any business connection with
sons treated as such. such person, or through whom such person is in the
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 the agent of
the non-resident person shall for all the purposes of this Act, be deemed to

be such agent:

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

44. Where any business, profession or vocation carried on by a firm has
e been discontinued every person who was at the time of
Liability in case of ] . ,
2 discontinued firm or such discontinuance a member of such firm shall be
rartnership. jointly and severally liable for the amount of the tax
payable in respect of the income, profits and gains of the firm.

CHAPTER V-A x

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF SHIPPING.

44A. The provision of this Chapter shall notwithstanding anything con-
. tained in the other provisions of this Act, apply for
‘I:‘;:l“;g;;i;;x of oceas- the purpose of the levy and recovery of tax in the case
of any person who resides out of British India and
carries on business in British India in any year as the owner or charterer of
a ship (such person hereinafter in this Chapter being referred to as the
principal), unless the Income-tax Officer is satisfied that there is an agent of
such principal from whom the tax will be recoverable in the following year
under the other provisions of this Act.

44-B. (1) Before the departure from any port in British India of any
ship in respect of which the provisions of this Chapter

gageat:um of profits and 1y the master of the ship shall prepare and
furnish to the Income-tax Officer a return of the

full amount paid or payable to the principal, or to any person on his behalf,
on account of the carriage of all passengers, live-stock or goods shipped at -

that port since the last arrival of the ship thereat.

(2) On.receipt of the return, the Income-tax Officer shall assess the
amount referred to in sub-section (1), and for this purpose mav call for such

*Inserted by the Indian Income-tax (Further Amendment) Act, 1923 (XXVIL
of 1923).
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accounts or documents as he may require, and one-twentieth of the amount
s0 assessed shall be deemed to be the amount of the profits and gaips accrue
ing to the principal on account of the carriage of the passengers, 'live-stock
and goods shipped at the port.

(3) When the profits and gains have been assessed as aforesaid the
Income-tax Officer shall determine the sum payable as tax thereon at the
rate for the-time being applicable to the total income of a company, and such

-sum. shall be payable by the master of the ship, and a port-clearance shall not
be granted to the ship until the Customs-coliector, or other officer duly
authorised to grant the same, is satisfied that the tax has been duly -paid..

44-C. Nothing in this Chapter shall be deemed to prevent a- principal
from claiming, in any year following that in which
any payment has been made on his behalf under this
Chapter, that an assessment be made of his total income in the previous year,
and that the tax payable on the basis thereof be determined in accordance
with the other provisions of this Act, and if he so claims, any such payment
as aforesaid shall be treated as a payment in advance of the tax and the
difference between the sum so paid, and the amount of tax found payable by
. him shall be paid by him or refunded to him, as the case may be.

Adjgstment.

CHAPTER VI

RECOVERY OF TAX AND PENALTIES.

45. Any amount specified as payable in a notice of demand *under sub-
section (4) of section 23-4 or under section 29 or an
order under section 31 or section 32 or section 33,
shall be paid within the time, at the place and to the person mentioned in
the notice or order, or if a time is not so mentioned, then on or before the
first day 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 33-4, the Income-tax Officer may in his discretion treat the
assessee as not being in default as long as such appeal is undisposed of.

Tax when payable,

46. (I} When an assessee is in defanlt in making a payment of income-

tax the Income:tax Officer may in his discretion direct

mg:g:y_ and _ﬁme of that, in addition to the amount of the arrears, a sum
not exceeding that amount shall be recovered from

. the assessee by way of pena.lty.

*Inserted by the Indian Income-tax {Amendment) Act, 1930 (XXI of 1930},
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*(1-4) For the purposes of sub-séction (I) 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 Collector a certificate
under his signature specifying the amount of arrears due from an assessee,
and the Coliector, on receipt of such certificate, shall proceed to recover from
such assessee the amount specified therein as if it were an arrear of land

revenue,

YProvided that without prejudice to any other powers of the Collector in Lhis
behalf, he shall for the purpose of recovering the said amount have in respect of
the atlachment and sale of debls due to the assessee the powers which under the
Code of Civil Procedure, 1908, a Civil Court hasin respect of lhe altachment 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 enforceable for the recovery
of an arrear of any municipal tax or local rate imposed under any enactment
for the time being in force in any part of the province, the Income-tax Officer
may proceed to recover the amount due by such process.

(4) The Commissioner may direct by what authority any powers or
duties incident under any such enactment as aforesaid to the enforcement of
any process for the recovery of a municipal tax or local rate shall be exercised
or 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 person paying the same to
deduct from any payment subsequent to the date of such requisition any
arrears due from such assessee, and such person shall comply with any such
reqursition and shall pay the sums so deducted to the credit of the Govern-
ment of India, or as the Central Board of Revenue directs.

(6) The Local Government may direct with respect to any specified
area, 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.

*Inserted By the Indian Income-tax (Amendment) Act, 1928 {I1I of 1928),
tInserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII of 1933),



36

(7) Save in accordance with the provisions of subsection (I} of section
42, no proceedings for the recovery of any sum payvable 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. -

.47. Any sum imposed by way or penalty under the proviéions of sub-
section (2) of section 25, section 28 or sub-section ()

of section 46, shall be recoverable in the manner
‘provided in this Chapter for the recovery of arrear of tax.

Recovery of penalties

CHAPTER VII

REFUNDS

4R, (1) If a shareholder in a company who has received any dividend
therefrom satisfies the Income-tax Officer “or other
authority appointed by the Governor General in Council
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 greater than
the rate applicable to his total income of the year in which such dividend was
declared tor thai his total income in such vear is below the minimum chargeable
_ with income-lux he shall, on production of the certificate received by him under
the provisions of section 20, be entitled to a refund on the amount of such
dividend ‘including the amount of the tax thereon) calculated at the difference
between those rates Yor ai the rate applicable to the profils and gains of the com-
pany al the time of the declaration of such dividend, as the case may be.

Refunds.

(2- 1If a member of a registered firm tor any person who being a minor
has been admilled lo the benefits of partnership in such firm satisfies the Income-
tax Officer Tor other authority appointed by the Governor General in Council 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 tor that his total income of the
previous year was below the minimum chargeable with income-tax, he shall be
entitled to a refund on his share of those profits or gains calculated at the

difference between those rates tor at the rate at which income-tax has been
levied, as the case may be.

(3) 1f the owner of a security irom 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

*Inserted by the Indian Income-tax (Second Amendment) Act. 1930 (XXTI ot 1930),
fInserted by the Indian Income-tax (S8econd Amendment) Act, 1933 (XVIII of 1983),
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appointed by the Governor General in Council 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 winimum
chargeable with income-tax, he shall be entitled to a refund on the amount of
interest or salary from which such deduction has been made calculated at the
difference between those rates “or at the raie al which income lax has been
deducled, as the case may be. |

(4) For the purposes of this section, ‘total income’ includes, 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 and 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.

*48-A. (1) If in any case not provided for by section 48 or by the
provisions relating to refunds elsewhere contained in

reg;%:fal power to make pis Act the Income-tax Officer is satisfied, upon
claim made in this behalf, that tax has been paid by

or on behalf of any person with which he was not properly chargeable or
which was in excess of the amount with which he was properly chargeable

the Income-tax Officer shall allow a refund to such person of the amount so
paid or so paid in excess,

(2) The Assistant Commissioner in the exercise of his appellate powers,
or the Commissioner in the exercise of his appellate powers or powers of
revision i8 satisfied 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) Nothing in this section shall operate to validate any objection or
appeal which is otherwise invalid or to authorise the revision of any assess.
ment or other matter which has become final and conclusive, or the review
by any officer of a decision of his own which is subject to appeal or revision,
or where any relief is specifically provided elsewhere in this Act, to entitie any
person to any relief other or greater than that relief.

*Inserted by the Indian Income-tax {Second Amendment) Act, 1933 (XVIII of 1933),
tInserted by the lodjso Ipcome-tpx (Amepdment) Act, 1928 (II of 1928
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49. (1) If any person who has paid Indidn income-tix for any year on - -

any part of his income proves to the satisfaction of
Relief in respect of

Pmted Kingdom income- the Income-tax Officer that he has paid United King-
aX

part of his income, and that the rate at which he was entitled to, and  has

obtained, relief under the provision of section 27 of the Finance Act, 1920, is

less than the Indian rate of tax charged in respect of that part of his income,
he shall be entitled to a refund of a sum calculated on that part of his income

at a rate equal to the difference between the Indian rate of tax tor the appro-

priate raie of United Kingdom income-tax, whichever is less, and the rate at

which he was entitled to, and obtained, relief under that section:

(2) In sub-section (I)—

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

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

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

T (d) the expression ‘apporprite rate of United Kingdom incometax’
has the meaning assigned to that expression in section 27 of
the Finance Act, 1920 as amended by the Finance Act, 1927.

$49-A. Where under any of the provisions of this Aét, a refund is found
Power to seb off amount O D¢ due to any person, the Income-tax Officer,
of refunds agaitllst tax re-  Assistant Commissioner or Commissioner, as the
maining payable. case may be, may, in liew of payment of the refund
set off the amount to be refunded, or any part of that amount against the tax

if any, remaining payable by the person to whom the refund is due.

149.B. Where through death, incapacity, bankruptcy, liquidation
or other cause, a person who would but for such

Power of representative ]
of deceased person or per- cause have been entitled to a refund under any

son disaabled to make f the provisions of this Act, or to make a claim
elaim of his behalf. ) ] )

. under section 48 or 48-A or.49, is unable to receive
such refund or to make such claim, his executor, administrator or other legal

*Ingerted by the Indian Income-tax (Second Amendment) Act, 1933 (X VILI of 1933).
tInserted by the Indian Income-tax (Amendment) Act, 1934 (XXIX of 1934).

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

"dom income-tax for that year in respect of the same
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. representative, or the trustee or receiver as the case may be, shall be entitled
to receive such refund or to make such claim for the benefit of such person or
his estate.

50. No claim to.any refund of income-tax under this chapter shall be

: . allowed, unless it is made within one year from the
Limitation of olaims

for refand. 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 wmay
expive later: Provided that a claim to refund under section 49 may be adwmilled
after the period of limitation herein prescribed, when the applicant salisfies the
Commissoner, or an Assistant Commissoner of Income—tax specially empowered in
this behalf by the Central Board of Reventte, that ke had sufficient cause for not
making the claim within such period.

1 80-A. (1) Any person objecting to a refusal of an Income-tax Officer to
_ - allow a claim to a refund under section 48 or 48-A
of tﬁﬁ,‘:‘;‘] agaiost refusal .\ 49 or to the amount - of the refund made in any

. - such case, may appeal to the Assistant Commissioner.

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

(3) The appeal shall be made in the prescrlbed 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.

CHAPTER VIIL

OFFENCES AND PENALTIES.

Failure to make pay- 51, 1If a person fails without reasonable cause
ments or deliver returns

or statements or allow OF €XCuse—
ipspection.
(@) to deduct and pay any tax as required by section 18 or under
sub-section (5) of section 46;

(b) to furnish a certihcate required by sub-section (g) of section 18 or
by section 20 to be furnished:

*Iuserted by the 1ndian Income-tax {Second Amendment} Act, 1930 (XXII of 1930),
fInserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII of 1933
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{¢) to furnish in due time any of the returns mentioned in Ysection
19-A, *section 20-A section 21, section 22, or section 38;

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

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

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

52. 1f a person makes a statement in a verification mentioned in tsection

Falso statcment in I19-A or ¥seciion 20-A or section 22, Yor sub-section (2)
declaration of section 26-A, or sub-section (3) of section 30 or sub
section (2) of section 32 Yor sub-section (2) of section 33-A *or sub-section (3)
of section 50-4 which is false, and which he either knows or believes to be
false or does not believe to be true, he shall be deemed to have committed the
offence described in section 177 of the Indian Penal Code.

Proseotition to be xt 83. (1) A person shall not be proceeded against
.instance of As:isrant for an offence under section 51 or section 52 except
Commissicner. ) ) ..
at the instance of the Asssistant Commissioner.

{2) The Assistant Commissioner may stay any such proceeding or com-
pound any such offence.

54. (1) All paticulars contained in any statement made, return furnished
ot accounts or documents produced under the pro-
visions of this Act, or in any evidence given, or
affidavit or deposition made in the course of any
proceedings under this Act other than proceedings under this Chapter, or in
any - record of any assessment 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 contained in the Indian
Evidence Act, 1872, no Court shall. save as provided in this Act, be entitled
to require any public servant to produce before it any such return, accounts,

Disclosure of information
by a public servant,

documents or record or any part of any such record, or to give evidence before
it in respect there of.

t1uvserted by the Indian Income-tax (Amendment) Act, 1926 (XX IV of 1926,
*Inserted by the Indian Income-tax (Second Amendment) Act. 1933 (X VIII of 1933).
}Inserted by the Indian Income-tax (Amendment) Aot, 1930 (XX of 1930).



(2) 1fa public servant discloses any particulars contained in any such
statement, return, accounts, documents, evidence, affidavit, deposition or

record, he shall be punishable with imprisonment which may extend to six
months, and shall also be liable to fine,

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

(a) of any such particulars for the purposes of a prosecution
under “......... the Indian Penal Code in respect of any such
statement, return, accounts, documents, evidence, affidavit or

deposition, or for the purposes of a prosecution under this
Act, or

(b) 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 occassioned by the lawful employment

under this Act of any process for the service of any notice or
the recovery of any demand, or

Yec) of any such particulars occasioned by the lawful exercise by a
public servant of his powers under the Indian Stamp Act, 1899,
to impound an insufficiently stamped document, or

{d) of such facts to an authorised Officer of the United Kingdom, as
may be necessary to enable relief to be given under section 27

of the Finance Act, 1920, or a refund to be given under sec-
tion 49 of this Act:

}Provided, further. that nothing in this section shall apply to the producs
tion by a public servant before a Court of any document, declaration of
affidavit filed, or the record of any statement or deposition made in 2 procee-

ding under section 26 A, or to the giving of evidence by a public servant in
respect thereof.

Provided, further, that no prosecution shall be instituted under this section
except with the previous sanction of the Commissioner,

-y

*Amended by the Indian Income.tax {Second Amendment) Act, 1930 (XXII of:19301.
tInserted by the Indian Income-tax (Second Amendment! Act, 1933 (XVIII of 1933).
jInserted by the fadian Incgme-tax (Amendment}) Act, 1930 {XXI of 1030).
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CHAPTER IX..

SUPER-;rAx.

55. In addition to the income-tax charged for ahy year, “there shall be
charged, levied and paid for that year in respect of the
total ingome of the previous year of any *individual,
Hindu undivided family, company, unregisiered firm or other association of
individuals, not being a registered firm, tan additional duty of income-tax (in
this Act referred to as super-tax) at the rate or rates laid down for that year
by Act of the Indian Legislature. ‘

Charge of super-tax,

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 share, - " .5 v '

56, Subject to the provisions of this Chapter, the total -income of any
Total income - for individual Hindu undivided family, company, unregis-
purposes of super-$ax. - su.0 few or other association of individuals, shall, for
the purposes of super-tax, be the total income as assessed for the purposes of
income-tax, and where an assessment of total income has become final and
conclusive for the purposes of income-tax for any year, the assessment shall
also be final and conclusive for the purposes of super-tax for the same year.

-rl: B A » A *

'57. {1) Inthe case of any Tperson remdmg out of British India who is 2

Non-resident part- member of a registered ﬁrm and whose share of the
ners and shareholderr.  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 pa.y the super-tax due from the non-remdent
membm in respect of such share.

(2) Where 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 the provisions of section 42 and 43. -

*Amended by the Indian Income-tax (Amendment) Aot, 1924 (XTI of 1924).

1Note.—See note to Section 3.

! Inserted by the Indian Income-tax {Amendment) Aet, 1925 (V of 1925) and repenleé
by the Indian Inoome tax (Amendment) Act, 1928 (11T of 1928).

% Amended by the Indian Income-tax (Amendment) Act, 1926 (XX1V of 1926)

§ Inserted by the Indian Incomestax (Amendment).Acs, 1926 (XXIV of 1926)
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58. (1) All the provisions of this Act *relating to the charge, assessment,

Application of Aot collection and recovery of income-tax except those con-
to super-tax tained in section 3, the proviso to sub-section (1) of
section 7, the ®second and third provisions to section 8, sub-section (2) of
section 14, and sections 15, 17, 19, 20, 21, 48, 158~F and sub-sections (2) and
(3) of section 58-G shall apply so far as may be; to the charge, assessment,
collection and recovery of super-tax. "’

1- » » » » »

(2) Save as provided in Ysub-sections (3-4.), (3B), (3C)Y and (3D) of
section 18 section 57 §and section 58H, super-tax shall be payable by the
assessee direct.

+ CHAPTER IX.A.

SPEcCIAL PROVISIONS RELATING TO QERTAIN CLASSES OF PROVIDENT FFUNDS.
58-A. In this Chapter, unless there is anything repugnant in'the subject
Definitions. or cq#text_
(@) a “recognised provident fund” means a provident tund which
has been and continues to 'be 'recognised by the Commis-
sioner, in accordance with provisions of this Chapter;

(3) an “employer” means—

({) a Hindu undivided family, company, firm or other association
of individuals or persons, or '

(71} an individual engaged in a business, profession or vocation
whereof the profits and gains are assessable to income-tax
under section 10 or section 11, maintaining a provident fund
for the beneht of his or its: employees;

(¢) an “employee” means an employee participating in a provident
fund, but does not include a personal or domestic servant;

'(d) a “contribution” means any sum credited by or on behalflof 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;

*Inserted by the Indian Income-tax (Amendment} Aot. 1926 (XXIV of 1926).
tRepealed by the Indian Income-tax (Second Amendment) Act, 1933 XVIII of 1933),
{Inserted by the Indiau Income-tax (Becond Amendment) Act, 1933 (XVIII of 1933).
CInserted by the Indian Income-tax (Provident Funds Relief) Act, 1929 (XII of 1929).
§Repealed by the Indian Iucome-tax (3econd Amemim ent) Act, 1933 (XVII of 1933).
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(¢) the ‘balance to the credit” of an employee means the total
amount to credit of his individual account in a provident fund
at any time;

(f) the "a_nndal accretion” to the balance to the credit of an employee
means the increase to such balance in any year, arising from
contribution and interest;

(¢) 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

(7 the “regulations of a fund” means the special body of regulations
governing the constitution and administration of a particular
provident fund.

®
68-B. (1) The Commissioner of Income-tax may accord recognition to

_ any provident fund which, in his opinion, satisfies

dil::mi"ﬁo:g;ﬁgnﬁ?gjx ith- the conditions prescribed in section 58-C and the

rules made thereunder, and may, at any time, with-

draw such recognition if, in his opinion, the provident fund contravenes any of
those conditions. ' '

(2) The Governor General in Council may, at his 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 provi-
dent fund.

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

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

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

The appeal shall be in the form and shall be verified in the manner
prescribed by the Central Board of Revenue,
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58-C. (1) In order that a provident fund may receive and retain recogni-
Conditions to be sabis. tion, it shall satisfy the conditions set out below and
gedtb{ a drecogniaed provi- any other conditions which the Governor General in
an . . .
an Council may, by rule, prescribe—

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

~ (6) The contributions of an employee in any year shall be a definite
proportion of his salary for that year, and shall be deducted by
the employer from the employee’s salary in that proportion, at
each periodical payment of such salary in that year, and credited
to the employee’s individual account in the fund.

(c) Subiject to the provisions of section 58-D, the contributions of an
employer to the individual account of an employee in any year
shall not exceed the amount of the contributions of the
employee 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
accumulations thereof, and of interest (simple and compound),
credited in respect of such contributions and accumulations,
and of securities purchased therewith and of no other sums.

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

(f) The employer shall not be entitled to recover any sum whatso-
ever from the fund, save in cases where the employee is dismis-
sed for misconduct or voluntarily leaves his employment other-
wise than on ancount 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
accordance with the regulations of the fund.

L

*insecrted by the Indian Income-tax {Amendment) Act, 1931 {IV of 1931),
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(8) The accumulated balance due to an employee shall be payable
on the day he ceases to be an employee of the employer main-
taining the fund.

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

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

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

58-D. Subject to any rules which the Governor General in Council may
Power to relax restric- make in this behalf, the Commissioner may, in res-
:;?EStizfn: mpil:yer:er:z;: pect of any particular fund, relax the provisions of

oages. - condition (¢} of sub-section (1) of section 58-C—

(a). soasto .per‘rvnit the payment of larger contributions by an em-
ployer to the individual accounts of employees whose salary
“hi= does not exceed five hundred rupees per mensem, and

_ .(b) 'so as to permit the creditiqg by employers to the individual

"~ accounts of employees of periodical bonuses or other contribu-

~ tions of a contingent nature, where the calculation and payment

- of such. bonuses or other contributions is provided for on
definite principles by the regulations of the fund.

b

58.E. The annual accretion in any year to the balance at the credit of
Annual acoretion deemed ©Of an employee participating in a recognised provi-
to be income received. . gent fund shall be deemed to have been received by
him in that vear and shall be included in his total income for that year, and
subject to the exemptions specified in section 58-F, shall be liable to income-
tax and super-tax. ' L I '

Provided that, for the purpose of sub-section (3) of section 15, out of
such annual accretion only the employee’s own contributions shall be included
in his total income.

.. 58F. (1) An employee shall not be liable to pay income-tax on contri-
Exemption of annual bytions to his individual account .in a recognised

ascoretion form income- . .

tax, provident fund, in so far as the aggregate of such

contributions in any year does not exceed one-sixth of his salary in that year
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(2) In the accounts of a recognised provident fund, the contributions
exempted from income-tax under sub-section (I) and accumulations thereof
shall be shown separately, and interest thereon shall be calculated and shown
separately. Such interest shall be exempt from payment of income-tax, in so
far as it is allowed at a rate not exceeding such rate as the Governor General
in Council may, by notification in the Gazette of India, fix in this behalf.

58-G. *(1) Where the accumulated balance due to an employee partici-
Exempﬁon of acoumu- pating in a recognised provident fund becoAmes‘
lated balance from in- payable, such accumulated balance shall be exempt
cometax and supertax

from payment of super-tax except to the extent of an
amount equal to the aggregate of the amounts of super-tax on annual accre-
tions that would have been payable under section 58-E up to the first day of
April, 1933, if the Indian Income-tax (Second Amendment) Act, 1933, had

come into force on the 15th March 1930.

(2) Where an employee participating in a recognised provident fund has
rendered dontinuous 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-taxt and shall
be excluded from the computation of his total income; ' e

Provided that the Commissioner of Income-tax may allow such exemp-
tion and exclusion-where the employee has rendered continuous service with’
the employer for a period of less than five years, if, in his opinion, the service
has been terminated by reascn of the employee’s ill-health, or by the contrac-
tion or discontinuance of the employer’s business, or cther cause beyond the
control of the employee. h

(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 total
of the various sums of income-tax from the payment of which the contribution
and interest credited to the employee’s individual account have been exempted
under the provisions of sub-sections (I) and (2) of section 58-F, and such total
shall be payable by the employee, in addition to any other income-tax fot
which he may be liable for the year in -which the accumulated balance due to
him becomes payable.

58-H. The trustees of a recognised provident fund, or other person
Deduction at source Authorised by the regulation of the fund to make pay-

of income-tax payable on ment of accumulated balances due to employees, shall,
accumulated balances due.

at the time an accumulated balance due to an employee‘

*Inserted by the Indisn Income-tax {(Seaond Amendment) Act, 1933 (X VIII of 1933).

{The words ‘‘and super-tax’’ repesled by the Indian Income-tax (Sesond Amendment)
Act, 1933 (XVIII of 1933). - - .- _ P D
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is paid, deduct therefrom any income-tax payable under sub-section (3) of
section 58-G. and any income-tax and super-tax pavable on an employee’s
total income as determined under sub-section (3) of section 58-], and sub-sec-
tion (4) to (9) of section 18 shall apply as if the sum to be deducted were
jncome-tax payable under the head “Salaries”.

58-1. (1) 'The accounts of a recognised provident fund shall be main-
Aoocounts of recognised tained by the trustees of the fund and shall be in such

provident funds. 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
Officer such abstracts thereof as the Central Board of Revenue may prescribe.

58-J. (I} Where recognition is accorded to a provident fund with
existing balances, an account shall be made of the
Treatment of balances .
in newly recognised pro- fund up to the day before the day on avhich the
vident funds. recognition takes effect, showing the balance to the
credit of each employee on such day, and containing such further particulars
as the Central Board of Revenue may prescribe.

(2) The account shall also show iu respect of the balance to the credit
of each employee the amount thereof which is to be transferred to that em-
ployee’s account in the recognised provident fund, and such amount (herein-
atter called his transferred balance) shall be shown as the balance to his credit
in the recognised provident fund on the date on which the recognition of the
fund takes effect, and sub-section (3) and (4) shall apply thereto.

Any portion of the balancc to the credit of an employee in the existing
fund which is not transferred to the recognised fund shall be excluded from
the accounts of the recognised fund and shall be liable to income-tax and
super-tax in accordance with the provisions of this Act other than this Chapter.

(3) Subject to such rules as the Central Board of Revenue may make in
this behalf, the Income-tax Officer shall make a calculation of the aggregate
of all sums comptised in a transferred balance which would have been liable
to income-tax if this Chapter had been in force from the date of the institution
of the fund, without regard to any tax which may have been paid on any such
suin, and such aggregate (if any) shall be deemed to be income received by the
employee in the year in which the recognition of the fund 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
disregatrded, but no other exemption or relief, by way of tefund or otherwise,
shalt be granted in respect of any sum comprised in such transferred balance:



- Provided that, in cases of serious accounting difﬁculty, the Commissioner
shall have power subject to the said rules, to make a summary calculation of
such aggregate. b

(4) Notwithstanding anything contained in condition (/) of sub-section
(1) of section 58-C, an employee, in order to enable him to pay the amount of
of tax assessed on his total income as determined under sub-section (3), shall
be entitled to withdraw from the balance to his credit in the recognised pro-
vident fund a sum not exceedmg the difference between such amount and the
amount to which he would have been assessed if the transferred balance had
not been included in his total income.

(5). Nothing in this section shall affect the rights of the persons
administrating an unrecognised provident fund or dealing with it, or witkh the
balance to the credit of any individual employee, before recognition is
accorded, in any manner which may be lawful,

58-K. (I) Where an employer who maintains a provident = fund
Treatment of fund trans. (whether recognised or not) for the benefit of his
ferred by employer to employees and has not transferred the fund or any
trustee, . . .

pvortion of its transters such fund or portion to
trustees in trust for the employees participating in the fund the amount
so transferred shal! 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 such balance as represents his
share in the amount so transferred to the trustee (without addition of interest,
and exclusive of the employee’s contributions and interest thereon)} shall be
deemed to be an expenditure by the employer within the meaning of clause
(ix) of subsection (2) of section 10, incurred in the year in which the accu-
mulated balance due to the employee is paid. o

58-L. (1) All: rules made under this Chapter shall be subject to the

lPl'OViBiOUS relating to  provisions of sub-sections (4) and (5) of section 59.
ruies,

(2) 1In addition to any power conferred by this Chapter, the Governor
General in Council may make rules—

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

(56) limiting the contributions to a recognised pr0v1dent fund by
employees of a company who are shareholders in the company;
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lc}) providing for the assessment by way of penalty of any considera-
tion received by an employee for an assignment of, or creation
of a charge upon, his beneficial interest in a rec.ognisg-:d
provident fund;

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

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

58 M. This Chapter shall not apply to any provident fund to which the

application of thiz Provident Funds Act, 1925, applies.
Chapter,

13

CHAPTER X.
MISCELLANEOUS.

59. (1) The Central Board of Revenue may, subject to the control of the
Governor General in Council, make rules for carrying
Power to make rules,
out the purposes of this Act and for the ascertainment

and determination of any class of income. Such rules may be made for the

whole of British India or for such part thereof as may be specified.

(2} Without prejudice to the generality of the foregoing power, such
rules may—

(a) prescribe the manner in which, and the procedure by which, the
~income, profits and gains shall be arrived at in the case of—

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

(i) insurance companies;
(#5) persons residing out of British India;

~ (b) prescribe the procedure to be followed on applications for
refunds; - |



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

(¢) 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 in-
come, profits and gains liable to tax cannot be definitely ascertained, or can
be ascertained only with an amount of trouble and expense to the assessee
which in the ovinion of the Central Bcard of Revenne, 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

(») in cases coming under sub-clause (i) of clause (a} of sub-section
(2). prescribe the proportion of the income which shail be
deemed to be income, profits and gains liable to tax, and an
assessment based on such estimate or proportion shall be
deemed to be duly made in accordance with the 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 conditions of previ-

ous publication.

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

60. (1) Governor General in Council may, by notification in the
Power to make exemp- Gazette of India, make an exemption, reduction in
tioos, ete, 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 class of persons.

1 (2) Where, by reason of any portion of an assessee’s salary being paid
in arrears or in advance Yor by reason of his having received in any one

* Inserted by the Indian Income-tax {Amendment) Aet, 1927 (XX VIII of 1927),
t Inserted by the Indian Income-tax (Amendment) Aot. 1330 (XXI of 1930).
} Inserted by the Jndian Income-tax (Becond Amendment) Act, 1933 (XVIIT of 1933).



financial year salary for more than lwelve months, his income is assessed at

2 rate higher:than-that'at which it would otherwise have been assessed: the
Governor Genéral in conncil may grant such relief as he may think fit.

. 61. Any assessee, who is entitled or required to attend before any
""" Appearance by autho- iNCOMe-tax authority in connection with any proceed
rised representative, ings, under this Act may attend either in person or
by any person authorised-by him in writing in this behalf.,

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

Réceipf to be given,

3. (1) A notice or requisition under this Act may be served on the
Sezvi_ce‘o'f notices person therein-named either by post or, as if it were
- a summong issued by a Court, under the Code of

Civil Procedure, 1908.

(2) Any such notice or requisition may,‘in the case of a firm of 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 casec of any other associa-
tion of individuals be addressed to the principal officer thereoff.

" 64. (I) Where an assessee carries on business af 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.

i Place of assessment,

(2} In all other cases an assessee shall be assessed by the Income-tax:
Officer of the area in which he resides.

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

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

. . {4} -Notwithstanding anything contained in this section, every Income-
tax: Officer . shall have.all the powers conferred by or imder this Act on an
Income-tax Officer in respect ot any income, proﬁts or gams accrmng, or'
arising or received w1thm the area for which he is appomted

: ‘Ama;ided by the Indjan Income-tay.(Amendment) Act, 1924 X1 pf-1924'),-- .
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65. Every person deducting retaining or paying any tax in pursuance of
this Act in respect of income belonging to another
person is hereby indemnified for the deduction, reten-
tion or payment thereof.

Indemnity.

66. (1) If, in the course of any assessment under this Act or any
proceeding in connection therewith other than a

Sﬂf;";?;"e':ttgf f_;{aizehbcyoclfﬁ' proceeding under Chapter VIII, a question of law
arises, the Commissioner may, either on his own

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

(2) *Within sixly days of the date on which he is served with nolice of an |
order under section 31 or section 32 Yor of an order under section 33 enhancing
an assesement or otherwise j)rejudicidl to himtor of a decision by a Board of
Referces under section 33-A, the assessee in respect of whom the order lor.

- 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 question 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 statemenf of the case and refer it with his own opinion
thereon to the High Court:

YProvided that a reference shall lie from an order under seclion 33 only on
question of law arising out of that order itself, and nol on a question of law arising
out of a previous order under section 31 or section 32, revised by the order under
section 33: '

Provided further that if in exercise of his power of revision §under section
33, the Commissioner decides the question tor if the Commissioner rejects appli-
calion on the ground thal it is time barred or otherwise incompelent or if, in-
exercise of his powers under sub-section (3) the Commissioner refuses to siate the
case, the assessee may [within thirly days from the dale on which he receives
notice of the order passed by the Commissioner withdraw his application, and if
he does s0, the fee paid shall be refunded. '

* Amended by the Indian Income-tax {Second Amendment) Act, 1930 (XXII of 1930).
t Inserted by the Indian Income-tax (Becond Amendment) Act, 1933 (XV of 1933).

1 Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930),

§ Amended by the Indian Income-tax {Amendment) Act, 1928 (III of 1928),

|| Ingerted by the Jodian Income-tax {8¢copd Amendment) Act, 1933 (XVILI of 1933).
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{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 apply Twithin six months from the daie on which he is
served with notice of the refusal to the High Court, and the High Court, if it is
not satisfied of the correctness of the Commissioner’s decision, may require
the Commissioner to state the case and tfo refer it, and, on receipt of any such
requisition, the Commissioner shall state and refer the case accordingly.

1(34) If, on any application being wmade under sub-section (2), the
Commissioner rejecls it on the ground thal it is lime barred, the assessee may, with-
in lwo wmonths from the date on which he is served with notice of the order of the
Commissioner, apply to the High Courl, and the High Court if, it is not satisfied
of the correctness of the Commissioner’s decision, may require the Commissioner {o
treat the application as made within the tisme allowed under sub-section (2).

(4) If the High Court is not satished that the statements in 2 case referred
under this section are sufficient to enable it to determine the question raised
thereby, fhe Court may refer the case back to the Commissioner by whom it
was stated to make such additions thereto or alterations therein as the Court
may direct in that behalf.

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

Judgment.

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

(7) Notwithstanding that a reference has been made under this secti‘on'
to the High Court, income-tax shall be payable in accordance with the assess-
ment made in the case: | A

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

tAmended by the Indian Income-tax (Amendment) Act, 1924 (XT of 1924).
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“(74) Section 5 of the Indian Limitation Act, 1908, shall apply to an
application to the High Courl by an assessee under sub-seciion (3) or sub-section
(34).

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

(a) in relation to the North-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.

166-A. (1) When any case has been referred to the High Court under
section 66, it shall be heard by a Bench of not less
Reference to be heard .., 4 Judges of the High Court, and in respect

by Benches of High

Courts, and appeal to lie of such case the provisions of seetion 98 of the Code

3‘0;;3‘2?,‘_“ cases to Privy of Civil Procedure, 1908 shall, so far as may be, apply
_ notwithstanding anything contained in the Letters

Patent of any High Court established by Letters 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 section 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 far as may be, apply in the case of
appeals under this section in like manner as they apply in the case of appeals
from decrees of a High Court:

Provided that nothing in this sub-section shall be deemed to affect the
provisions of sub-section (5) or sub-section {7) of section. 66:

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

(4) Where the judgment of 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 (§) and (7) of section 66 in
the case of a judgment of the High Court.

*Inserted by the Indian Income-tax {Second Amendment) Aot. 1933 (X VIII of 1933),
}Inserted by the Indian Imcome-tax (Amendment) Act, 1926 (XXIV of 1926).
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{5) Nothing in this section shall be deemed— < N
' ' . C o T oo A ™ .
(a) to bar the full and unqualified exercise of HiS-Matjeasty’:,s

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

(5) to interfere with any rules made by the Judicial Committee of
the Privy Council, and for the time being in force, for the

. -yv . presentation of appeals to His Majesty in Council, or their
conduct before the said Judicial Committee.

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

Bar of suits in Civil @ny assessment made under this Act, and no prose-
Court. cution, suit or other proceeding shall lie against any
‘Government officer for anything in good faith done or intended to be done

“under this Act.

*67-A. In computing the period of limitation prescribed for an appeal

- Computation of periods under this Act or for an application under section 66,

“of limitations the day on which the order 'complained of was m_adc,
‘and the time requisite for obtaining a copy of such order, shall be excludéd.

168. [Repealed.]

Extract from the Indian Finance Act, 1934.

% * * # * *

1. (I) This Act may be called the Indian Finance Act, 1934.
» * ' » * » '

X

5. (I) Income-tax for the year beginning on the Ist day of April, 1934,

shall be charged at the rate specified in Part 1 of the

Second Schedule, increased in each case. except in

the case of total incomes of less than two thousand rupees, by one-fouth of

the amount of the rate. Paooeed oy

lncome-tax super-tax,

(2) The rates of super-tax for the year beginning on the 1st day of
April, 1934, shall for the purposes of section 55 of the Indian Income-tax
Act, 1922, be those specified in Part 11 of the Second Schedule, increased in
each case by one-fourth of the amount of the rate.

*Inserted by the Indian Income-tax (Second Amendment) Act, 1930 (XXII of 1933). |
tRepealed by the Repealing Act, 1927 (XII of 1927).
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(3) For the purposes of the Second Schedule “total income” means
A total income as determined for the purposes of income-tax or super tax, as the
case may be, in accordance with the provisions of the Indian Income-tax

“Act, 1922.

(4) For the purpose of assessing and collecting income-tax on total
incomes of less than two thousand rupees the Indian Income-tax Act, 1922,
shall be deemed to be subject to the adaptations set out in Part 1II of the
Second Schedule,

SCHEDULE II.

[ See section 5. ]
Parr L.

Rate of Income-tax.

A. Ib the case of every individual, Hindu undivided family, unregistered firm and
other agsociation of individuals not being a registered firm or & company—

m

(2)

(3}

{4)

{5)

(&)

N

(8)

When the total income is RBs, 1,000 or upwards but is
less than Rs. 1,500 are e

When the total income is Rs. 1,500 or upwards, but is
Jess than Rs, 2,000

When the total income is Hs. 2,000 or upwards, but is
less than Rs, 5,000 - .

When the total income is Rs, 5,000 or upwards, but is
less than Rs, 10,000 .

When ths total income iz Rs. 10,000 or upwards, but ia
lers than Rs. 15,000

When the total income is Rs. 15,000 or upwareds, but is

less than Rs. 20,000 ee

Whoen the total income iz Rs, 20,000 or upwards, but is
less than Rs, 30,000

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

Ratec

Two pies in the
rupee.

Four pies in the
rupee,

Six pies in the
rupee,

Nine pies in the
rupee,

One anna in the
rupee.

One anna and
four pies in the
rupee,

One anna and
soven pies in the
rupea,

One anna and
eleven pies in
the rupee.
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: Rate.
() When the total income s Rs. 40,000 or upwards, but is
less than Rs, 1,00,000 .. Two apnnas and
one pie in the
rupee.

(10) When the total income is Rs. 1,00,000 or upwards Two annas snd
two pies in the
rupee.

B. In the case of every company and registered firm, what-

ever its total income «.. Two annas and
two pies in the
rupee,

Part II.

Rates of Super-lax.

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

{1} in the case of every company— Rate.
(n) in respect of the first twenty thousand rupees of
such excess e Nil.
(8) for every rupee of the remainder of such excess Opeo anupa in the
ripee,

(2) (a) in the case of every Hindu undivided family—

{4) in respect of the first fortry-five thousand rupees of
such excess - e Nil
{ii} for every rupee of the next twenty-five thousand rupees of
guch excess we One avna  and
three piss in the

rupee,
() in the case of every individual, unregistered firm and other
asgooiation of individuals not being a registered firm or a
company—
{t) for overy rupee of the first twenty thousand rupees of
such excess - - .. Nine pies in the
rupee.
{(i1) for every rupee of the next fifty thousand rupees of
' such excess e «. One anpa and
three pies in the
rupee,

'(c) in the case of every individual, Hindu undivided family.
unregistered firm and other association of individuals
not being & registered firm or a company—

(¢) for every rupee of the next fifty thousand rupeses of
such excess s One anpa and
nine piés io the

rapee.
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Rate.
(i2) for every rupee of the next fifty thousand rupees of
such excoss ‘w.. Two annas and
three pies in the
rupee,
li1) fcr every rupee of the next fifty thousand ripees of
such excess . Two annas and
nine pisa in the
rupes,
() for every rupee of the next fifty thousand rupees of
such excess «ss Three annas and
three pies in the
rupee.

(v) for cvery rupes of the next fifty thousand rupees of
such excess _ ... Three annas and
nine pies in the
rupee,
(vi) for every rupee of the uext tifty thousand rupees of
such excess ... Four annas and
thre: pies in the

rupee,
(vis) for every rupee of the next fifty thousand rupees of
such excess vor ... Four annas and
nine pies in the
rupee,
(vidi) for every rupee of the next fifty thousand rupees of
such excess ... Five annag and
three pies in the
rupee,
(#z) for avery rupee of the next fifty thousand rupees of
such exoess ... Five annas and
nine piesin the
rupee,
{(x) for every rupee of the remainder of such excess ... Six annas and
three pies in the
rupee.

Part I1L

Adaptations of the Indian Income-lax Act, 1922, to provide for the summary
assesssents of tncome-tax on total income of less than Rs, 2,000.

1. The Income-tax Officer may, save where he has served a notice
under sub-section (2) of section 22 of the Indian Income-tax Act, 1922, make
a summary assessment of the income of an assessee to the best of his judg-
ment and shall serve on the assessee a notice of demand in a form to be
presc-ribed by the Central Bward of Revenue; and such notice shall be deemed
to be a notice of demand under section 29 of that Act,
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2.  Any assessee in respect of whom such summary assessment has been
made may, within thirty days of receipt of the notice of demand, make an
application to the Income-tax Officer for the cancellation or the revision of the
assessment and the Income-tax Officer shall, after examining any accounts and
documents and hearing any evidence Wi]ich the assessee may produce, and
such other evidence as the Income-tax Officer may require, determine, by

order in writing, the amount of the tax, if any, payable by the assessee, and
such determination shall be final:

Provided that, if any assessee making such application files therewith a
return of his income under sub-section (2) of section 22 of the Indian Income-

tax Act, 1922, the application shall be deemed to be a return under that sub-
section and shall be dealt with accordingly.

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

4. The above procedure shall apply also to the assessment and collec-
tion during the financial year 1934.35 of incomes of Rs. 1,000 and upward

and less than Rs. 2,000 which have escaped assessment in the financial year
1933-34

ACT III OF 1926

AN ACT TO DETERMINE THE LIABILITY OF CERTAIN GOVERNMENTS TO TAXATION
IN BRITISH INDIA IN RESPECT OF TRADING OPERATIONS

Whereas it is expedient to determine the liability to taxation for the time
being in force in British India of the Government of any part of His Majesty’s
dominions, exclusive of British India, in respect of any trade or business car-
ried on by or on behalf of such Government; It is hereby enacted as follows:

Short title and com- 1. (1) This Act may be called the Government
mencement. Trading Taxation Act, 1926.

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

2.. (1) Where a trade or business of any kind is carried on by or on

Liability of ocertain behalf of the Government of any part of His

Grovernments to taxation Majesty’s Dominions, exclusive of British India,
in  regpect of i

oporationa, trading ¢, Government shall, in respect of the trade or

business and of all operations connected therewith,
all property occupied in British India and all goods owned in British India

*The Aot came into force witheffect from the 1st April, 1926,
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for the purposes thereof, and all income arising in connection therewith,
be liable.

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

{b) to all other taxation for the time being in force in British India
in the same manner as in the like case any other person would
be liable.

{2) For the purposes of the levy and collection of income-tax under the
Indian Income-tax Act, 1922, in accordance with the provisions of sub-section
(1), any Government to which that subesection applies shall be deemed to be
a company within the meaning of that Act, and the provisions of that Act
shall apply accordingly.

(3) In this section the expression “His Majesty’s Dominions” includes
any territory which is under His Majesty’s protection or in respect of which |
a mandate is being exercised by the Government of any part of His Majesty’s
Dominions,



ABRIDGED DIGEST OF

INCOME-TAX CASES.




Agricultural Income.
Sections 2 (1) and 4 (3) (VIII).

CoroNEr, MaLmk Sk Umar Havat KHaAN &
ANOTHER ... s ve» (ASSESSEES)

VERSUS
CoMMISSIONER OF INCOME TaAx, PuNnIAB .o+ (REFERRING OFFICER).

Lahore High Court, 15th April, 1935,

Supply of waler for irrigation from Private Canals.
Held that the income from such supply is non-agricultural.
10

LiNGA REDDI . vos (ASSESSEE)

VERSUS

THe COMMISSIONER OF INCOME TAX, MADRAS .. (REFERRING OFFICER).
Madras High Court, 27th April, 1927.
Production of Salt.

Assessee a Licensee of a Salt Factory.

Held that Income from production of salt by flooding the land with sea

water and extracting salt by eliminating the other chemical constituents is
non-agricultural,

Mo I
Tue CoOMMISSIONER OF INCOME TAX, MADRAS .« (REFERRING OFFICER)
VERSUS
SUBRAMANYA SASTRIGAL oo oo (ASSESSEE).

Madras High Court, 9th November, 1925.

Income from Money-Lending.

Assessee doing money-lending business. Grants loan on unsufructuary
mortgages of lands. Leases back the lands to mortgagors on condition that
he is paid au (1) annual percentage on the loans advanced and (2) Govern-
ment kist,

Held that these payments nre not agricultural income, but income from
money-lending.

e

9



SUNDRABAT SAHEB oo (ASSESSEE)
VERSUS ~
Tre ComMIsSIONER OF INCOME Tax, BoMmBay ... (REFERRING OFFICER).
Bombay High Court, I18th August, 1931. .

Maintenance Allowance.

Monthly maintenance allowance to Hindu Widow out of her hquarid"s
estate ordered by the Court, is assessable even if allowance be paid out of
the agricultural income of the estate.

—_——t0 i——

Rajau INvucanT! RajacoranLa VENKATA NARASIMHA
RAvaNIM BAHADUR VARU ...  (ASSESSEE)
VERSUS
ThHeE CoMMIssIONER OF INcoME Tax, MaDRAS «o (REFERRING OQFFICER ..

Madras High Court, 16th December, 1931.
Prowmissory Note for arrvears of vent of agricullural land.

Held that interest on Promissory Note abtained for arrears of rent of a
land used for agricultural purposes is not agricultural income.

V. T. S. Sevuca PanDpia THEVAR . .. (ASSESSEE)

VERSUS
THE CoMMISSIONER OF INcOME Tax, MADRAS «. {REFERRING OFFICER).

Madras High Court, 11th May, 1932.
‘Permanent Settlement—Lease of Fishery Righls.

Held that income from such rights is not agricultural income.

Agricultural Income,

Permanently Settled Estates. Sections (2) 1 and 4 (3) (viti).

T. XK. E. 1BraHiMSA RAVUTTAR v (ASSESSEE)
YERSUS
THE COMMISSIONER OF INcoME Tax, MaADRAS s (REFERRING QFFICER).

Madias High Court, Ist February, 1928.
Money-lending business.

Held that income from Loans on usufrucluary mortgages with simul-
taneous lease back to Mortgagor is exempt as agricultural income. (One
Judge dissented.) : o

— ) f—



VELLANRI LAKSHMI NARAsAYAMMA Rao BAHADUR

(SREE Raja) ZaMINDARINI OF TIRUVUR o (ASSESSEE)
VERSUS
THE COMM»ISSIONER oF IncoMe Tax, Mapras «s (REFERRING OFFICER).

Madras High Court, 15th March, 1929,
Mainlenance Allowance.

Held that maintenance allowance under the will of a Zamindar (i. e.,
paid out of agricultural income), is not exempted as agricultural income.

Assessee,

Section 2(2).

CoMMISSIONER OF INCOME TaXx, MaDRas «. (REFERRING OFFICER)
VERSUS
M. AR. AR. ARNACHALLAM CHETTIAR s« {ASSESSEE).

Madras High Court, 4th and 12th October, 1923.
Business carried on in Parinership.

Held that each partner in a firm is an “Assessee” in respect of the proﬁte
and gains of the business carried on in partnership. o

Business.

Section 2 (4).

Ra1 Sanie Lava Jinpa Ram oo {ASSESSEE)
VERSUS
THE COMMISSISNER OF INCOME-TAX, PUNJag & N. W.
FRONTIER PROVINCE. ... .. {REFERRING O_FFICER).

Lahor High Court, 16th January, 1929,

A. H. FORBES... - «.. (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BIHAR & ORissa... (REFERRING OFFICER).

Patna High Court, 22nd April, 1932,

Investment in shares.

Held that investment of money from time to time in shares of Companies
is not “Business”, and a decision to the contrary in a prior year will not stop
the Income-tax Officer from holding otherwise next year.




iv
Hindu Undivided Family.

Section 2 (9).
Also vide Section 25 A.

MEssrs. HARSINGH SANTOKCHAND «e (ASSESSEE)

VERSUS

COMMISSIONER OF INCOME TaXx, BENGAL ... (REFERRING OFFICER).
Calcutta High Court, 25th May, 1925.

Mewmbers carrying on ancestral business,

Two members carrying on ancestral business. Separate appropriation of
profits in defined shares in accounts. Separate capital accounts and sepa-
rate dealings,—in the names of individual members.

Held not a joint Hindu Family (although it was originally one).
—_—0 ——
CHIEF COMMISSIONER OF INCOME Tax, MaDRAS we (REFERRING OFFICER)

VERSUS

DoRraISWAMI AYYANGAR AND BROTHERS ws (ASSESSEES).

Madras High Court, 28th March, 1923.

M embers registered as a firm.

When are members registered as a Firm assessable as Joint Hindu Family
to Super-tax on the income of the firm ?

Held when proved that the firm carries on business on behalf of and for
the benefit of the Joint Hindu Family.

—:0 ——
Raja BHUNESH PRATAP NARAIN SiNGH ovs (ASSESSEE)
VERSUS
Tue ComMmissioNER OF IncoME Tax, UNITED
PROVINCES veo ... (REFERRING OFFICER).

Allahabad High Court, 14th March, 1932.

Mbney lent in the name of Raja’s mother.

Held that in the opinion of the Income Tax Department, money lent
in the name of a Raja’s mother is really the property of Raja and that is a
question of fact to be decided by the Department and the interest income of
such money can be taken as the income of the Raja.

——i



VEDATHANNI ws  (ASSESSEE)

VERSUS
THE COMMISSIONER OF INCOME Tax, MaDrRAs ... (REFERRING OFFICER),

Madras High Court, 11th May, 1932,
Joint Hindu Fawmily even with one wmale member.

Held that there can be a joint Hindu Family even with a single
male member provided that there are other members (even female) entitled (by
right) to smaintenance from the Estate, e.g. under a High Court Order.

——— ] ——
PIYARE LAL AND OTHERS e s .. (ASSESEES)
VERSUS
THE CoMMISSIONER OF INcOME TaX, PUNJAB AND
N. W. F. ProvINCES ... (REFERRING OFFICER).

Lahore High Court, 3rd July, 1933.
Dissolution of Joint Hindu F awmily a question of fact.

Held that whether a concern is a Joint Hindu Family or Firm is a
question of fact.

Registration oi firms,

Sections 2 (14) and 26 A.
LVide also Rules 2-6.]

Messrs. BisseswaRLAL BRITLAL ... (ASSESSEES)
VERSUS
THE COMMISSIONER OF INcOME-Tax, BENGAL «se (REFERRING OFFICER).

Calcutta High Court, 27th January, 1930.

Racuu Karson .. (ASSESSEE)

VERSUS
Tue CoMMISSIONER OF INCOME-TaX, BIHAR & ORissa (REFERRING OFFICER).
Patna High Court, 20th May, 1931.
Power o refuse Regisiration.

Held that The Income Tax Officer has power to refuse registration, even
though an application made in the prescribed mauner. He has also power
to enquire whether a person or a body of persons, is, or are, what he or they
represent themselves to be, for taking advantage of any provision of the Act.
Hence he has power to call for evidence of dissolution of 2 Joint Hindu
Family, for the purpose of vegistration as a firm over and above the pre-
scribed application and a partnership deed.

105



vi
KikaBHAT & OTHERS oo v (ASSESSEFS)

VERSUS

Tee CoMMISSIONER oOF INCOME Tax, CENTRAL
PRrROVINCES AND BERAR res ... {REFERRING OFFICER).

Brothers carrying on business under parinership agreement.

Assessees three brothers, living, and messing together and carrrying on
business under a partnership agreement—profits not divided but carried
forward.

Held-—Assessable as a Registered Firm because the certificate was given
in good faith.

LN o

Mgssrs. HARIDAS PREMII oo (ASSESSER)
VERSUS

TuE CoMMISSIONER OF INCOME Tax, BENGAL ws  {REFERRING QFFICER).
Calcutta High Court, 16th May, 1930.
Partnership by lellers.

Held that series of letters between the partners may amount to a partner-
ship deed.

ABOWATH BROTHERS ... oes wes  (ASSESSEES)
VERSUS
THE ComMissiONER OF INCOME-TAX, BURMA ... (REFERRING OFFICER). |
Rangoon High Court, 4th July, 1933.
Parinership belween Father and Son.

Registration claimed of Partnership between father and son.

Held that there was material before the Income-tax Officer, on which he
could find as a fact that a partnership did not exist. '

—_—i0 ——
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C. T. A.C. T. NacHiaPPA CHETTIYAR «.. (APPELLANT)

VERSUs

THE SECRETARY OF STATE FOR INDIA IN COUNCIL

and ANOTHER .« (RESPONDENTS).

Rangoon High Court, 4th May, 1933,
Registration Application not signed by a pariner.

Held that Registration Application, when not signed by a partner but
only by an Agent is void.

Status of Assessee.

Section Il

THE LUckKNOW ICE ASSOCIATION v.. (ASSESSEES)
VERSUS

THE CoMMIsSIONER OF INCOME-TAX, UNITED PROVINCES (REFERRING OFFICER). .
Qudh Chief Court, 7th December, 1925,
Association of Faclory Proprietors.

Proprietors and Managers of five Ice Factories formed themselves into
an association for the promotion and protection of their ice business—had
control over the manufactured sales and distribution of the profits, rates and
prices, etc.

Held that it was a firm and assessable as such.

—— O ——

WESTERN INDIA TUurr CLUB, LTD. .o (ASSESSEES)
VERSUS
THE CoMMISSIONER OF INCOME-TAX, BOoMBAY. es (REFERRING OFFICER).

Bombay High Court, 9th April, 1926.
Club turned into Company.

Western India Turf Club converted on the 1st April 1925 into a Com-
pany Limited by guarantee assessed to Super-tax for 1925-26 at the scale
rates.

Held Assessable as a Company.



Hotz TRUsT OF SiMLA ... NV <« (AsSESSEES)
VERSUS

THE COMMISSIONER OF INCOME-TAX, PUNiAB AND N. _
W. FRONTIER PROVINCES «« (REFERRING OFFiCER).

Lahore High Court, 29th May, 1930.
Trusices carrying on bnsiness.

Held that Trustees are an Association of individuals, carrying on a
business, as such an Unit. c.f. Case No. 1 under section 40 post re
Executor’s liability.

—:0 (——
Rata BHUNESH PRATAP NARAIN SINGH eve  (ASSESSEE)
VERSUS '

THE COMMISSIONER OF INCOME-TAX, UNITED
PROVINCES e (REFERRING OFFIER).

Allahabad High Court, 14th March, 1932.
Joint Hindu Family with one male member.

Held that Joint Hindu Family with one male member only to be assessed
as an “Individual”,

Taxable Income.

Section 4 (1).
Sir Saivap Av! Imam oo oo (ASSESSEE)
VERSUS
THE CrROWN.
Honorarvium lo Indian Stale Official.

Sir S. Ali Imam resigned his post in Hyderabad (Nizam’s Dominions)
before expiry of the full term. The Nizam Government ordered the Hydera-
bad Branch of the Imperial Bank of India to pay him at Patna through their
Patna Branch an honorarium for the unexpired portion of his term of office
the assessee signed a receipt at Patna for receipt of the money which was not
credited tc his account by any book entry in the Patna Branch and requested
that it may be credited to his account at the Hyderabhad Branch; subsequently
the balance to his credit at Hyderabad was transferred to Patna.

Held that the sum so received was not received in British India within
the meaning of Section 4 (1) at Hyderabad (outside British India), in the
first instance.

——10——



iz

VERNON MILWARD BAsoN ... (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BENGAL v {(REFERRING OFFICER),

Calcutta High Court, 22nd December, 1927,
Accumulaled Dividends.

Assessee received under certain circumstances, Rs. 1,00,000/- as accu-
mulated dividends for years 1917-23. The assessee claimed that the said sum
should be treated as income of the respective years 1917-23.

Heid that the amount was assessee’s income in the year in which it
was received. Since it was not due or payable to him until the Company
actually authorised its payment to him as dividend, it could not be regarded
as profits of previous years viz. 1917-1923.

MANOHARLAL A. BURMAN aAND B. B. SaHay v« (FOR THE ASSESSEES)
B VERSUS
A. B. MukHERI! AND C. M. AGARWALA ... (For THE CROWN).

Reference to Full Bench.
Salary paid in a Foreign Couniry.

Held that salary paid in a Foreign Country by a Foreign Govern-
ment to its Othcer residing in British India for doing some work on behalf of
his Government, i.e, collecting Royalties, is not income accruing or arising in
British India.

—_—— 0 ————

DEwAN BAHADUR BALLABADAS AND SON oo, (ASSESSEES)
VERSUS

T COMMISSIONER OF INcOME-TAX, CENTRAL PRoO-

VINCES AND BERAR o+ (REFERRING OFFICER).

Nagpur High Court, 11th April, 1931.
Receipts on account of Conlracts.
Assessee, 2 member of the East India Cotton Association.
Actual fortnightly receipt on account of Contracts (Forward or Hedge).

Held taxable, even though the Contract be carried forward fer adjust-
ment next year, and a [oss may result then.

10
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‘ Remittances into British India;
Section 4 (2)

A. V. P. M. R. M. Murucarpa CHETTJAR ... (ASSESSEE)
VERSUS
Tae COMMISSIONER OF INCOME-TAX, MABRAS,

Madras High Court, 28th September, 1925.

: and
S. A. S. SuBBIAH IYER vee s (ASSESSEE)
' VERSUS
THe COMMISSIONER OF INCOME-TAX, MADRAS ve» (REFERRING FFICER).
Madras High Court, 20th January, 1930.
And also
Vi P. R. P. L. FaMILY BY MANAGING MEMBER, Kasi
VISWANATHAM CHETTIYAR . ... | ASSESSEE)
VERSUS

THE COMMISSIONER OF INCOME-TAX, BURMA.
Rangoon High Court, 9th May, 1933.
o Remitlances from Foreign Branches.
Remlttance to Head Quarters in British India from Forelg,n Branches
Held as havm;, come out of profits, until the contrarv is shown Burden
of proof lies on Assessee. '

Also held that such presumption can -be rebutted by the Assessee by
means of evidence.

— ) m—

A. S. PL. VR. RamaswaMi CHETTIYAR (ASSESSEE)
' ' VERSUS
TeeE COMMISSIONER OF INCOME-TAX, MADRAS (REFERRING OFFICER)

Madras High Court, 11th May, 1933.
Foreign Money-lending Bustness.
Held that remittances of Rents of Properties (sitnated abroad) taken over
in discharge of debts and treated as Business Assets can be treated as business
profifs.

Property held vnder Trust for Charitable Purposes.
Section 4 (3) (i)

'THE MaHARA) Bag CLuB LTD. " v (Assessers) "MV
VERSUS
THE COMMISSIONER OF INCOME-TAX, CENTRAL
PROVINCES AND BERAR ... (REFERRING OFFICER).

Nagpur Judicial Commissioner’s Court, 2nd January, 1931.
Club with Shareholders.
A Club with Shareholders distinct from members. .
Held that in the case of a Club with Shareholders distinct from members
surplus is taxable, S
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Casual Income or Capital Receipts.
Section 4 (3) (vii)

SECRETARY, BOARD OF REVENUE, MADRAS «» (REFERRING OFFICER)
VERSUS '
R. M. A. R. R. M. ArunacHALAM CHETTIAR ws (ASSESSEE),

Madras High Court, 28th, 29th August and 25th September, 1923,
Profils made by exchange,

Held that Profits made by a Banker and Money-lender by exchange
by sending remittances occasionally from Madras to Penang and back are
not casunal receipts, because earned in the course of business and not
non-recurring. -

Special Income-tax Officer.
Section 5 (4)

LACHHIRAM BASANTLAL BasanTLAL NATHANI oo { ASSESSEES)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BENGAL v.. (REFERRING OFFICER),
Bengal High Court, 2nd August, 1929.
A and
RaMaXRISHNA RAMNATH FIRM OF TIRORA s (ASSESSEES)
VERSUS ,
Tue CoMMISSIONER OF INCOME-1aX, CENTRAL
PROVINCES AND BERAR ... (REFERRING OFFICER).

Nagpur Judicial Commissioner’s Court, 14th August, 1929,

Jurisdiction of Income-tax Officer.
Jurisdiction of an Income-tax Officer appointed by the Commissioner of
Income-tax to deal with individual cases.

Salary Income.

Section 7.
THE BoMBay BurMA TRADING CORPORATION, LTD.ces (ASSESSEES)
' VERSUS _
THE COMMISIONER OF INCOME-TAX, BURMA «s (REFERRING OFFICER).
Rangoon High Court, 7th February, 1933.
Interest on Company’s contribulions.

Interest on Company’s contributions paid on determination of service is
taxable as salary. '




Property,

Section 9 (1)

KaLApAN SURATEE Bazaar Co., LTD,
AND _
SURATEE BURRA Bazaar Co., LTD. e «s  (ASSESSEES).

Lower Burma Chief Court, 26th May, 1920,
Company owning house for renl.

“Held that Company owning house property let out for .rent, where rents
are collected and distributed as dividends to shareholders—is not carrying
on business. ’

Interest on Mortgage.

Section 9 (1) (iv)

BgHaR1 LarL MuLLIick vs § ASSESSEE)

VERSUS ’
THE COMMISSIONER OF INCOME-TAX, BENGAL ... (REFERRING OFFICER).

Calcutta High Court, 17th February, 1927.

Unpaid Inierest.
Interest on mortgage, not actually paid, is an admissible deduction
where accounts are kept on Mercantile basis.

Annual Value.

Section 9 (2)

HAVRLI SHAH AND SARDARI LaL e (ASSESSEES)
VERSUS

THE COMMISSIONER OF INCOME-TAX, PUNIAB aND
N. W. F. PROVINCES «es (REFERRING OFFICER,.

Lahore High Court, 4th July, 1933.
Reasonable Letting Value.

What is reasonable letting value is a question of fact.
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Depreciation.
Section 10 (2) (vi)
THE SARASPUR MiLrLs Company, LTb. wse  (ASSESSEES)
VERSUS
THE CoMMISSJONER OF INCOME-TAX, BomMBAY ... (REFERRING OFFICER).

Bombay High Court, 19th August, 1931.

Carrying forward Degpreciation.

It was decided by the Madras High Court that Assessees are entitled to
carry forward Depreciation Allowance of their predecessors not given
in years previous to succession by them, such allowance to be worked on
the Original Cost to the Predecessors of the assets taken over by the Assessees
and not at the value at which they took them over.

The above Madras decision is upset by the Bombay High Court which
decided that the *‘Original Cost” refers to the cost to the person who is
being actually assessed, and not fo the previous owner.

—_——10
THE ALLAHABAD MILLING COMPANY .. (ASSESSEES)
VERSUS
THE COMMISSIONER OF INcoME-TAX, UNITED

PROVINCES ... (REFERRING OFFICER).
Allahabad High Court, 17th June, 1932.
Depreciation Arrangements.

Held that certain arragements for depreciation in past years, for want
of prescribed particulars can be set aside and future depreciation be based on
the original cost on furnishing prescribed particulars of the Assets.

Obsolescence Allowance.

Section 10 (2) (vii).
N. D. RapHa KISHEN aND SONS OF RAWALPINDI ... (ASSESSEES)
VERSUS
THE COMMISSIONER OF INCOME-TAX, PUNJAB AND
N. W. FRONTIER PROVINCE ... (REFERRING OFFICER).

Lahore High Court, 23rd February, 1928.
Machinery not used.

Machinery and plant not used in business in accounting year. Are
depreciation and obsolescence claims allowable 7 What is the meaning of
“used for the purpose of the business” ?
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Held that the expression “used for the purpose of business” means used
for such purposes during the accounting year and consequently the allowance
for depreciation is inadmissible in respect of buildings, machinery, plant, etc..
remaining idle,

—
——

Expenditure Incurred for Earning Profits,
 Section 10 (2) (ix).

CHIEF COMMISSIONER OF INCOME-TAX (BOARD OF
REVENUR), MaDRAS ... ... (REFERRING OFFICER)
VERSUS
VEGARAIU VENKATASUBBAYA GARU MANAGING PRro-
"~ PRIETOR of B, 8, MINING COMPANY, GUDUR s {ASSESSEE).

Madras High Court, 30th January, 1922.
Salaries paid to Partners.

Salaries paid to Partners—theit drawings—not deductible.

—_——t O ——

THE ELECTRIC AND DENTAL STORES ... v» {ASSESSEES)
VERSUS _
Tue COMMISSIONER OF INCOME-TAX, PUNJABR AND
N. W. F. PROVINCES ... ... (REFERRING OFFICER).

Lahorg High Court, 5th February, 1931,
Salaries to Working Pariners.

Salaries to Working Partners admissible, if they were true employees.

.
10

Rao SAHER A. S. Avracanan CHETIY ess (ASSESSEE)
VERSUS
Tur ComMmIsSIONER OF INCOME-TAX, MADRAS ... (REFERRING OFFICER..

Madras High Court, 2nd February, 1928.
Payment to rival contraclor.

Assessee doing business as carrying contractor. Payment to rival con-

tractor for not competing with him.

Held not admissible as business expense but as Capital Expenditure for
obtaining the contract (business) and not for working the contract. Some
money may be capital expenditure to the person who f)ays an income to the
pei'son receiving it.

— 0 j——



Messrs. B. K. PawL & Co. .t ... (AssEsSEES)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BENGAL ... {REFERRING OFFICER).
Calcutta High Court, 23rd May, 1933.
Salaries to Adult Mewmbersof J. H. F.

Salaries to Adult Members of a Joint Hindu Family business are not
admissible as expenditure,

PRAG NARAIN .. +.. (AssEssee)
 VERSUS
TreE COMMISSIONER OF INCOME-TAX, UNITED |
PROVINCES - . (REFERRING OFFICER).

Allahabad High Court, 15th January, 1932.
Bad Debis.

Bad debts disallowed by the Income-tax Otficer because debtor is close
relative, the Assessee had taken no steps to recover, the Debtor was not
insolvent, and being assessed to income-tax.

\

Method of Accounting,

Section 13.

RaJjA RAGHUNANDAN PRASAD SINGH AND ANOTHEKR ... (APPELLANTS)
VERSUS '

THE COMMISSIONER OF INCOME-TAX, BIHAR AND
ORISSA  +ee e (RESPONDENT),

Patna High Court, 24th January, 1933.
- Money-lending Business.

Buying in of Mortgaged Property—Cash basis of accounts-keeping-—
Profit arising therefrom on account of accrued interest. Interest is supposed
to have .been received on the date ot confirmation of sale, I. €., when the sale
becomes absolute. '
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fncome from Hindu Undivided Family.
Section 14(1).

VEDATHANNI ... vee oo (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, MADRAS ... (REFERRING OFFICER).

Madras High Court, 11th May, 1932,
Maintenance received by a widow.

Maintenance received by a widow of a member of a Joint Hindu Family
is exempt, because it is received as a Family Member and because it is
taxed as a portion of the Joint Hindu Family’s income, no deduction; being
given for such maintenance to the Joint Hindu Fa_mil'y.

Return,

Section 22 (2).
MEssrs., RartaN CuanNp DuNICHAND OF GURU

Bazar, AMRITSAR wee  (AsSESSEES)
‘ VERSUS S
THE CoMMISSIONER OF INCOME-TAX, PUNIAB AND
N. W. FRONTIER PROVINCE «. (REFERRING OFFICER).
Lahore High Court. 21st February, 1928. e

Incomplete Return, .
Return form sent with columns not ﬁlled—"B_lank" written against
“total’”’ column—Covering letter disputing assessibility, -
Held that assessee failed to make a return—Hence assessment under
Section 23 (4) valid.

—— ———
MEessrs. KAJORIMAL KALYANMAL oo {ASSESSEES)
VERSUS
THE COMMISSIONBR OF INGCOME-TAX, UNIIED
PROVINCES vee «.. (REFERRING OFFICER).

Allahabad High Court, 5th April, 1929,
Iilegal Nofice.
Notice giving 29 days to file the return is illegal.

———i0

S. P. N. C. T. CHETTYAR FIRM o {ASSESSEES)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BURMA «+s (REFERRING OFFICER).

Rangoon High Court, 22nd December, 1930,
Return Notice affixed to door.

Return Notice affixed to the door of the premises after nusing all due and
reasonable diligence to effect personal service, was duly served on the
assessee. The prescribed period of 30 days commenced from the date of
atfixture.




Production of Accounts and Documents,

Section 22 (4)
RaMm KissENDAs BAGR! wes  (ASSESSEE) -

VERSUS
THE COMMISSIONER OF INCOME-TAX, BENGAT, v« (REFERRING OFFICER).

Calciitta High Court, 15th February, 1927,

- and
RAGHUNATHDAS SEWLAL .., - fee wee  (ASSESSEE)
' VERSUS
Tur CoMmMissIONER OF INCOME TAX-BENGAL «eo  (REFERRING OFFICER)

Calcutta High Court, 16th May, 1930,
and

MusaaMMap Havar Harn MusaMMAD SARDAR ... (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, PUNME &
N. W, F. PROVINCES ... o e (REFERRING OFFICER).

Lahore High Court, 12th December, 1930,
Issue of Nofice. '

Income-tax Officer can issue notice under section 22(4) independently
of any question of the making of the Return, even after the commencement
of an enquiry under section 23 (3), and on failure to comply, assessment
under section 23 (4). '

——t ) i———
MunraMMaD Havat Hatt MUHAMMAD SARDAR .. (ASSESSEE)
VERSUS
Tae CoOMMISSIONER OF INCOME-TAX, PUNIJAB AND
N. W. F. PROVINCES ... we (REFERRING OFFICR).

Lahore High Court, 12th December, 1930,

and ,
MEessrs. PaLtu MaL BHora NatH oo (ASSESSEES)
VERSUS
THe COMMISSIONER OF INCOME TAX, UNITED
PROVINCES ... veo (REFERRING OFFICER).

Allahabad High Court, 28th April, 1933,
Issue of Nolice.

Notice under section 22(4! can be issued, even after proceedings under
section 23(2) are commenced.

PR e e S "
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Assessment,
Section 23 (3).

N. N. BURIORIEE . (ASSESSEE)

VERSUS
THE CGMMISIONER OF INCOME-TAX, BURMA v (REFERRING OFFICER).

Rangoon High Court, 19th February, 1931.
and

MEessrs. BURN & CoMpPaNy o (ASSESSEES)

VERSUS ,
THE COMMISSIONER OF INCOME-TAX, BENGAL . (REFERRING OFFICRR).

Calcutta High Court. I8th February, 1932,

Time limil for assessment.

No time limit is fixed for original assessment, if proceedings commenced
within the year of assessment. ;

Assessment,

Section 23 (4).

Jane! BHAGAT RAMAWATAR voo  (ASSESSEE)

VERSUS
THe CoMMISSIONER OF INCOME-TAX, BIHAR AND
ORIssa cer

Patna High Court, 11th March. 1929.

and _
RacHU KARsoN ... (ASSESSEE),
VERSUS
Tur CoOMMISSIONER OF INCOME-TAX, BIHAR AND
ORISSA . .« (REFERRING OFFICER).

Patna High Court, - 20th May, 1931,
Denial of existence of accounts.

Mere fact of the denial of the existence of accounts does not absolve the
assessee, when found on evidence that books did exist and non-production
thereof did amount to a failure to comply with the notice under section 22 (4)
Action under Section 23 (4) was, therefore, legal.
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NawaB Muzarfar AL1 Kyax ves  (ASSESSEE),
VERSUS
THE CoMmMissIONER OF InNcoMEe-TAX, UNITED PRO-
VINCES ... (REFERRING OFFICER).

Oudh Chief Court, 10th May, 1929.

Production of false accounlis.
Where accounts called for are produced so as intentionally to falsify the
income, it is open to the Income-tax Officer to make assessment under section

23 (4) as for failure to comply with all the terms of a notice under section
22 (4).

Partition of Hindu Undivided Family,
Section 25 A.

MESSRS. JATTU SHAH NATHU SHAH we (ASSESSEER).
VERSUS
THE COMMISSIONER OF INCOME-TAX, PUNIAB AND
N. W. F. ProviNcis " we.  {REFERRING OFFICER).

Lahore High Court, 7th March, 1932.
Existenee of Hindu Undivided Family.

It is open to the Income-tax Officer, (after making necessary enquiries),
to find (i. e. decide) against the declarations contained in a partnership deed
and reiterated by the parties before him that a Hindu Undivided Family still
exists,

VO
PivarRe LAL AND OTHERS ... oo (ASSESSEES)
VERSUS
THE COMMISSIONER OF INCOME-TAX, PUNJAR AND
N. W. F. PROVINCES ...

Lahore High Court, 3rd July, 1933,
No firm in accounting period.
A Joint Hindu Family cannot be registered under Section 25 A, as there
was no firm in existence in the accounting period.

10
MaTHRA Das .. oo v« {ASSESSEEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, PUNJAR AND
N. W. F. PROVINCES ... «es (REFERRING OFFICER).

Lahore High Court, 4th July, 1933
Will no evidence.
A will is no evidence of partition or disruption of a Joint Hindu Family.
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Discontinuance of Business.
Section 25 (3).

M H. Saxiana & Co, L1, ... (ASSESSEES).
VEREUS
THE COMMISSIONER OF INcCOME-TAX, BOMEAY wvo (REFERRING OFFICER)

Bombay High Court, 18th August, 1925,

Change in ownership of business.

Change in ownership of business. Business including all stock-in trade,
good will, etc.,, was transferred to a new company. Though there was a
change in ownership, the business was continued.

Held that no adjustment under Section 25 (3} was admissible, since the
business was not discontinued,

———t ) e

Massrs, KALU MAL SHORI MaL v+ (ASSESSEES).
_ VER3US
THe CoOMMISSIONER OF INCOME-TAX, PUNIAB AND
* N. W. FRONTIER PROVINCE "ee «.. (REFERRING OFFICER).

Lahore High Court, 7th January, 1929,

When business discontinued,

A business cannot be said to be discontinued, simply because the Joint
Hindu Family disrupted or broken up.

Change in Constitution of Ownership of Firms.

Section 26.

THE WEsTERN InDIia Turr CLus, Lrtb. «s (ASSESSEES).
VERSUS,
TuE COMMISSIONER OF INCOME-TAX, BoOMBAY. ws  {REFERRING OFFICER)

Bombay High Court, 9th April, 1926,

Club converted into Company.

The Western India Turf Club converted on 1st April 1925 into a
Company limited by guarantee—assessed to Super-tax for 1925-26 at the
Scale rates.

Held that assessable as a Company at the Flat Rate.

—; 0 j———r
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THE COMMISSIONFR OF INCOME-TAX, BOMBAY «.. (APPELLANT)
VERSUS
THE WESTEN INpia Turr CLus, LIMITED ... (RESPONDENTS).

Bombay High Court, 4th November, 1927,

Club converted into Lisnited Company

Western India Turf Club. Conversion into limited company. Assess-
ment on income of previous year before conversion. Rate of super-tax
applicable would be at the flat rate, i. e., applicable to a company.

Succession to a Business.

Section 26 (2).

Mgessrs. Best & Co, LTD. e (ASSESSEES)
VERSUS
THE COMMISSIONER OF INCOME-TAX, MADRAS ves  (REFERRING OFFICER).

Madras High Court, 6th Januvary, 1932,

and __
SIND LigHT Rainway Co. LTo. o {AJBRSSEES)
VERSUS
Tue CoMMIsSIONER OF INCOME-TAX, BOMBAY <. {REFERRING OFFICER).

Sind Judicial Commissioner’s Court, 13th May, 1932,
Sale of Business.

Vendor owning number of businesses, Sale of one business as a going
concern,

Held, Vendee liable as successor.,

—_——i0 (——
NACHAL AcHI S e voe  (ASSESSEE)
VERSUS
THg COMMISSIONER OF INCOME;TAX, MADRAS, (REFERRING OFFICER).

Madras High Court, 3rd May, 1933.

Liabilily of Successor.

Successor liable under Section 34 for the income that escaped assessment
in the hands of Predecessor.

- ey e P
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Penalty for Concealment of Income.

Section 28.

Burro Kristo Kamara KaNTA SaHa, FirM oo (AsSESSEES)
VERSUS

THE COMMISSIONER OF INCOME-TAX, BIHAR AND
ORIssaA. «s (REFERRING OFFICER.)

Patna High Court, 2nd December, 1930.
Determining concealed income.

In determining the amount of income concealed, the Income-tax
Officer is not restricted to the amount shown by the Assessee’s own books
and it is open to the Income-tax Officer to assess the real income by estimat-
ing it and to levy the penalty accordingly.

—_—— ) ——
A, R.M. A.L.A. ArunacHALAM CHETTYAR .« (ASSESSEE)
VERSUS
THr CoOMMISSIONER OF INCOME-TAX, MADRAS .+ (REFERRING OFFICER)

Madras High Court, 16th December, 1931.
Previous incorrecl relurn,

Authorities are entitled to look at the previous incorrect Return and to
inflict a penalty, even though the later Return may, for the purpose of asses-
sability, be treated as a revised return under section 22 (3).

—— O e——
A. A. R. CONCERN o «. (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BURMA ... (REFERRING OFFICER).

Rangoon High Court, 10th January, 1933,
Evidence for disclosing real income,

Evidence adduced by an Assesssee for disclosing the real income should
be admitted by an Income-Tax Officer, not for the purpose of varying or
affecting the assessment made (under section 23 (4) in this case) but for show-
ing whether no penalty (or less than the maximum) ought to be imposed.
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Hearing of Appeals,

Section (31)

JeURI MIsRA ... e .. (Assesser)
VERSUS

THE COMMISSIONER OF INCOME-TAX, UNITED
PROVINCES ves  (REFERRING OFFICER).

Allahabad High Court, 3rd July, 1928.

and
ProraP CHANDRA GANGULY vee (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BENGAL ws (REFERRING OFFICER).

Calcutta High Court, 7th April, 1930. C
Merils of an Assessment,

It is not open to the Appeal Court to enter into the merits of an assess-
ment made under Section 23 (4) or review the same, when an appeal is made
against the Income-Tax Officer’s refusal orders to re-open a case under

Section 27.
—Q ——

KuNwARil ANANDA - ese  (ASSESSEES).
VERSUS
THE COMMISSIONER OF INCOME-TAX, Binar & ORrissa (REFERRING OFFICER).

Patna High Court, 26th June, 1931.

and
BHAGAT DUNICHAND OF HARIPUR o (ASSESSEE)
VERSUS
Tueg COMMISSIONER OF INCOME-TAX, PUNJAB AND
N. W, F. PROVINCE wes  (REFERRING OFFICER ).

Lahore High Court, 31st May, 1929,

Plea of Non-liabilily.

Proviso to Section 30 (1) also applies, even where the appeflant states
that “‘He is not liable, being a non-resident, and that the act does nat apply
to him,” because it makes no distinction between an “Ultra Vires” and an
“Intra Vires” assessnient so long as the assessment was genuinely made
under Section 23 (4,




Harr Krisuna Das s ... (ASSESSEE}

VERSUS
TRE COMMISSIONER OF INCOME-TAX, U.P. ... {(REFERRING OFFICER).

‘Allahabad High Court. 26th February, 1931.
Enhancing Assesswment.

An Appellate Court can enhance an assessment but not a penalty levied
under Section 28 by an Income-tax Officer.

—_—l0 —
SuyAM SUNDER BeEHAR! LaL «. (ASSESSEE)
VERSUS
THE CoMMiIssiONER OF INcoM-taX, UNITED Pro-
VINCES ... {RBFERRING OFFICER)

-Allahabad High Court. 24 June, 1932.
Appeal pending prosecution.

Appeal pending prosecution. Both withdrawn simultaneously by separate
applications. Appeal dismissed, but prosecution not withdrawn,

Held assessee not entitled to be heard, on the merits of the case, on
application; to High Court. ’ '

—e— Q ——

Ral Sanie CHIRaANN LaL & Soxs. wo  (ASSESSEES)

VERSUS
Te CoMmumissioNER ofF INCOME-TAx, PuniaB and
N. W. F. Provinces ws  REFERRING OFFICER).

Lahore High Court, 5th July, 1933.
Dismissing appeal.

Dismissing appeal. No objection before Income-Tax Officer. No
question of Law arising from Appellate Order.

Income Escaping Assessment.

Section 34.
THE COMMISSIONER OF INCOME-TAX, MADRAS we {(REFERRING OFFICER)
‘ VERSUS

Sp1 Krisuna CHANDRA GasaPAaTHI Naravana Deo,

Rala OF PARLAKIMEDI <o (ASSESSEE)

Madras High Court, 17th August, 1925,
and
The AxcLo-Persian OtiL Company (Inpia), Ltp. (Assessees)
VERSUS ' '

THE COMMISSIONER OF INCOME-TAX, BENGAL weo (REFERRING OFFICER),



Calcutta High Court, 8th February, 1933,
Escaped Assesswment,

““Escaped Assessment” applies even to cases where the Income-tax
Officer has for any reason, either deliberately or through oversight, omitted
to assess certain income or allowed certain losses by adopting an erroneous
construction of the Law, or a deduction improperly allowed in an assessment.

—— O t—

SETH KASINATH BaGgLA .., veo oo (ASSESSEE)
VERSUS
Tue CoMMISSIONER OF Inxcome-Tax, UNITED
PROVINCES «s (REFERRING QFFICER).

Allahabad High Court, 16th May, 1930.
Revising original assessment.

While cancelling a Supplementary assessment, an Assistant Commissioner
is precluded from granting relief against the Original Assessment made under
Section 23 (4). Thete is no jurisdiction to revise the original assessment.

——:0:

Hair Tar) MoHammap Hann ABDUL RenMaN &

Co. ... (ASSESSEES)
VERSUS
THE COMMISSIONER OF INcOME-TAX, UNITED
POVINCES ... (REFERRING OFFICER).

Allahabad High Court, 4th May, 1932.
Re-assessment.

Where assessment is made to the best of his judgment under Section 23
(4) by one Income-tax Officer, another Income-tax Officer can make re-
assessment under Section 34

Power To Take Evidence.
Section 37.

L.t MoranN (SaHa) PoDDAR oss {ACCUSED PETITIONER)
VERSUS
KiNng-EMPEROR voe ... (OpPOsiTE PARTY).

Calcutta High Court, 15th June, 1927,

Proceedings before Income-tax Officer.

Account books produced by the assessee in compliance with a notice
under Section 23 (2) were found by the Income-tax Officer to be false.
Assessee was therefore prosecuted and convicted for an offence under Section
196 of the Indian Penal Code.

12



Held that the proceedings before the Income-tax Officer on the produc-
tion of the account books were not judicial proceedings, section 37 of the
Income-tax Act not referring to Section 196 of the Indian Penal Code.

Guardians-Trustees-Agents,

Section 40,

Horz Trust OF SiMLa ... vo. (ASSESSEES)
VERSUS
THE CoOMMISSIONER OF INCoME-TAX, PuniaB &
-NOrTH WEST FRONTIER PROVINCES «+ {REFERRING OFFICER).

Lahore High Court, 29th May, 1930.
Joint Truslees.

Two Trustees appointed to manage and conirol a business, sﬁould
be assessed as an ‘“‘Association of Individuals”.

—_—
J. V. SALDHANA ewe .. s .- e (ASSESSEE)

‘ VERSUS -
THE COMMISSIONER OF INCOME-TAX, MADRAS wvs (REFERRING OFFICER).

Madras High Court, 18th January, 1932, - ST
Properties pul together, .

When properties of a number of individuals (even minors) are put
together and one business is carried on with their combined resources, it is
open to the Income-tax Officer to assess it as one business carried on by an
~ Association of individuals within Sections 3 and 10 (1),

Agent—Business Connection—Non-Resident,
Section 42.

THE NaTiONAL MuruaL ASSOCIATION oF AUSTRALASIA

Lrp. ves (ASSESSEES)
VERSUS __
Tae COMMISSIONER OF INCOME-TAX, BoMBAY ... (REFERRING OFFICER),

Bombay High Court, 27th February, 1933,
Participaling Policies Profits.

Held that income derived from investments outside_ British Iﬁdia of.
participating policies is assessable.




XXVii

Agents To Include Persons Treated As Such,

Section 43.
THE COMMISSIONER OF INCOME-TAX, BOMBAY ..+ (APPRLLANT)
o o - VERSUS
Tae BomBaY TRUST CORPORATION, LIMITED, as agents
of the Hongkong Trust Corporation, Limited ... (RESPONDENTS).

Bombay High Court, 26th November, 1929.

and
THE COMMISSIONER OF INCOME-TAX, BoMBAY «.. (APPELLANT)
: ' VERSUS '
Tiue ReMingToN TyYPEWRITER Comprany (BoMmBAy)

LTD. ... (RESPONDENTS).

Bombay High Court, 16th December, 1930.
Persons coming wilhin levns of the Section,

Held that Section 43 puts the person who comes within its terms, artifici-
ally into the position of "“Agent” under Section 42. Hence, such person
can be assessed. ‘

Prosecution.

Section 51.
KiNG-EMPEROR

VERSUS
RaMm CHARAN v (ACCUSED).
Allahabad High Court, 10th December, 1918,

Absence of formal service.

A conviction under Section 51 of the Income-tax Act could not be main_
tained in the absence of formal service of notice as required by Section 63 of
the Act, the latter having been sent by ordinary post unregistered.

1O ——

KiING-EMPEROR ... we  APPELLANT (COMPLAINANT)
VERSUS
A, M. Hussain ALLY & Co. and others «s+ RESPONDENTS {ACCUSED).

Madras High Court, 21st and 27th January 1920.
Failure to produce accounis,

Prosecution of asseseee for failure to produce accounts not barred by
proviso to Section 26 by reason of a prior order for penal assessment.




XXViii
False Statement in Declaration,

- Section 52.
MOHIDEEN PAKKIRI MARAKKAYAR ... PETITIONER {ACCUSED).
Madras High Court, 17th July, 1922,
Charqé ve: false ﬁeti’t:’on.

Charge re. false petition under Section 30—verification of—made at one
place—return received at another place.

A charge of an offence under Section 177 of the Indian Penal Code in
respect of a false statement in the verification can be legally tried only by the
Court having jurisdiction over the place wheve the verification took place.

—_—
GANGA SaGar . .. (PETITIONER)
VERSUS
KING-EMPEROR,

Allahabad High Court, 25th July, 1929,
Return containing false statement.

Return containing false statement, Offence when committed, Subsequent
filing of revised true return, effect of—Scope of Section 52.

Appearance By Authorised Representative,

Section 61,

-BasanT LaL RaMniDas o ~ wes (AssESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, BIHAR' AND
ORIssA ' s (REFERRING OFFICER)
Patna High Court, 20th May, 1931.

Authorilty of a Pleader.

A pleader, with permission from the Assessee to appeér before an Assis-
tant Commissioner cannot apply for a copy of the Assistant Commissioner’s
decision, unless expressly authorised in writing by the appellant to do so,




XXX

Service Of Notices.

Section 63.
KinG-EMPEROR
VERSUS
Ram CHARAN e "oy e Y (ACCUSED).

Allahabad High Court, 10th December, 1918.
Absence of formal service,
A conviction under Section 51 of the Income-tax Act could not be main-
tained in the absence of formal service of notice as required by Section 63 of
the Act, the letter having been sent by ordinary post vnregistered.

: —— 0 —
S. M. PERIANNA PiLLAl «» (AssESSEE)
VERSUS
Tae COoMMISSIONER OF INCOME-TAX, MADRAS ... {(R&FERRING OFFICER).

Intimation of adjournment,
A letter or telegram intimating adjournment does not amount to a notice
under Sections 23 (2) and 63—i. e., it may be sent by ordinary post,

Principal Place Of Assessment.
Section 64 (1).

MAHARAJADHIRAJ OF DHARBANGA e oo (ASSESSEE)
VERSUS
THE CoOMMISSIONER OF INCOME-TAX, BIHAR AND
ORIssA ... (REFERRING OFFICER).

Patna High Court, 25th November, 1929,
Assessment Order wherever signed.
An assessment order signed at a place outside the area where the assessee
is ordinarily assessable under the Income-tax Act is a valid assessment.

Income-Tax Officer’s Jurisdiction,
Section 64 (4).

MEssRs. DiNa NaTH HeMRAl OF CAWNPORE oo (ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, UNITED PRO-
VINCES ««« (REFERRING OFFICER),

Allahabad High Court, 3rd February, 1927,
Assessing a firsm whose business is ended.
The Income-tax Officer has jurisdiction to assess a firm, though at the time
of assessment the business of the Firm had come to an end and lts members
were no longer carrying on business at alil.




XXX

References To High Court.
Section 66.

P. THIRUVENGADA MUDALIAR © ees oo (ASSESSEE)
VERSUS L
THE COMMISSIONER OF INCOME-TAX, MADRAS ... (REFERRING OFFICER)
-Madras- ngh Court, 14th December, 1927.-
wand | :
S, A, S. SUBBIAH IYER “:iite 7 L feee o ... (ASSESSEE) -
: : . VERSUS & ' T
THE COMMISSIONER OF INCOMEJrAx MADRAS - w.: (REFERRING ‘OFFICER )

Madras High Court, 20th January, 1930,
Staling a case, o
On an application under Section 66 (3_)._ the Commissioner of Income-tax
cannot be required by the High Court to state a case on a question of law not
-raised before him in an application under Section 66 (2) -within the time
limited,

——i 0 —

BENARST DAS e «rs (ASSESSEE)
L yERSUS: f - S - biou
THE CoMMISSIONER OF INCOME-TAX, PuNJAB and
NoORTH-WEsT FRONTIER PROVINCE (REFERRING QFFICRR),.
Lahore High Court, 11th ]anuarv, 1926
, ~and o ) _
‘MEssrs, MOHAN Lar HARDEO Das e s ( ASSESSEES)
~_ VERSUS
THE Commsuounn OF INCOME- 'IAX, Biaar and
ORISSA i . o «« (REFERRING OFFICER).

- Patna High Court, 3lst July, 1930..
Whether reference inadmissible.

No reference to High Court undcr Sectnon 66 (3), where assessment
under Section 23 (4), ' '

———t O am——

SURAIBHAN wer .+ eee o eeit v’ {ASSESSEE)
VERSUS
THE COMMISSIONER OF INCOME-TAX, UniTEp PrO- . - -
VINCES e ses (REFERRING OFFICER).
_Allahabad High Court, 4th March, 1932,. ..
.. ... and - L
M.K,S. CHETTIAR FIRM . . ... - .. (ASSESSEE) - ' .
. "WERSUS : - iii a2 . 08
THE COMMISSIONER OF INCOME-TAX, BURMA . ' (REFERRING OFFICER),

- Rangoon High Court, 2nd September, 1930,



Asststant Commissioner's Order

Held that Assistant Commissioner’s Order rejecting an Appeal against

assesment under Section 23 (4) is an Order under Section 30 (1)} and not
Section 31. Hence no reference to High Court lies.

Miscellaneous.

THE Mabras PRrovINCIAL CO-OPERATIVE BANK,

LrD, e (ASBESSEES)

VERSUS
THE COMMISSIONER OF INCOME-TAX, MADRAS e ({REFERRING OFFICER),

Madras High Court, Sth January, 1933.
Co-operative Soctelies.

Investment of surplus fund in Government Securities. Interest therefrom
not exempt under Notification dated 25-8-25.
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