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TeERMS OF REFERENCE.

1. We were appointed a Committee in January of this year to
consider and report on questions relating to the Income Tax laws
in the Colonies and Protectorates and, if possible, to prepare a model -
Income Tax Ordinance for the general use of Colonial Governments ;
or, at any rate, to recommend a definite and considered policy with
regard to such legislation. Questions relating to the effect of United
Kingdom or Dominion Income Tax on residents’in the Colonies fell
to be considered onlyin so far as these taxes involved the imposition
of Double Income Tax on persons liable to pay Colonial Income Tax,
and then solely with & view to the recommendation of such improve-
ments in Colonial legislation as might appear to be required..

MEeEeTINGS.

2. We have held in all eighteen meetings. We had hoped to
finish our work in time to allow of our recommendations, if approved
by the Secretary of State, being communicated to Colonial Govern-
ments early in the autumn of this year. Unfortunately, pressure of
business in the InJand Revenue Department compelled us to suspend
our meetings during the period devoted to the preparation of the
annual financial legislation in this country and to its consideration
in Parliament, and we have thus been unable to submit this report
as early as we had hoped. We trust that the full consideration we
have now been able to give to the problems before us will have resulted
in ‘some compensating improvement to set against any disadvantage
that may accrue from the delay. .

3. Correspondence received in the Colonial Office—By the directions
of the Secretary of State, letters and memoranda received in the
Colonial Office from time to time from persons and sssociations in
the Colonics and in this country containing representations or sugges-
tions with regard fo existing Colonial Income Tax legislation have
been referred to us and have been carefully considered. We have
also had before us various questions raised by Colonial Governments
in regard to existing or contemplated legislation, and we have con-
ferred with the Departments of the Colonial Office concerned.

4. Representatives of Colonial Associations interviewed.—At the
first meeting it was agreed that it would be well to invite representa-
tives of the virious Colonial Associations in this country to attend
and give evidence on the difficulties arising out of Income Tax
legislation’ in the Colonies, to which they bad drawn attention,
Some of our early meetings, therefore, were devoted to informal
discussions with representatives of various bodies, including the
West India Committee and the Association of British Malaya.

5..Points of view of resident and non-resident tazpayers.—We have
welcomed these opportunities of acquainting ourselves with the point
of view of different classes of taxpayers, both resident and non-
resident. It is important to make the administration of taxing Acts
aa little onerous as possible to the taxpayer, especially in the case
of & comparatively new tax, such as the Income Tax is in the Colonies,
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We have throughout tried to keep this object in view in framing our
recommendations o far a8 is consistent with the efficient working of
the Acts. This qualification is necessary. It must not be forgotten
that an Income Tax can only be fair in ita incidence as between different
classes and individuals 8o long as the law is so drawn, and the machinery:
for its enforcement is so efficient, as not to allow any substantial
amount of income to escape the tax. The taxpayer has really as
much interest as the Government in preventing evasion.

Tre Mopep ORDINANCE.

6. Our recommendations are reflected in the Model Ordinance
annexed to this Report as Appendix I. In the following parsgraphs
we give our reasons for adopting the principles upon which the
more important provisions of the QOrdinance are based.

7. The Model Ordinance was, in the first place, drafted after a
very careful study and comparison of all the existing Colonial Income
Tax Acts and Ordinances, and during its subsequent consideration
every eflort has been made to give due weight to the conditions pre-
vailing in the Colonies. While realising the great diversity of Colonial
conditions and requirements, we are of opinion that uniformity of
legislation should be aimed at as far as possible. 'We think that the
easiest and most expeditious means of securing that degree of unifor-
mity which is generally admitted to be desirable will be for the officers
responsible for the preparation of Colonial Income Tax legislation
to take a single model as the basis on which to work. We recommend,
therefore, that the Model Ordinance be sent to all Colonies and Pro-
tectorates where Income Tax laws are already in force, and that'the
Colonial Governments be advised to repeal the existing laws and
introduce fresh legislation on the lines of the Model Ordinance. We
suggest also that the Model Ordinance be used as s guide by all
Colonies which may in the future find it necessary to introduce an
Income Tax.

8. With regard to this suggested use of the Model Ordinance, it
may not be out of place to observe that the wording of the principal
clauses has been selected with the greatest possible care to make
corresponding provisions fit into each other and the general scheme
of the Ordinance, and that if any of these clauses should be altered
it is essential that full consideration should be given to the resulting
changes which will be required in corresponding provisions elsewhere
in the Ordinance.

Score oF INcoue Tax.

9. The first and fundamental question which we had to decide
was that of the scope of the Income Tax charge. After careful con-
sideration we have come to the conclusion that the most appropriate
scheme for the Colonies generally is one which imposes tax upon
income which either has its origin in the Colony, or, while having its
origin outside the Colony, is received in the Colony. The adoption
of this straightforward rule does not result in anything more than
the taxation of income that comes within the Colonial jurisdiction ;

a?
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moreover, it not only avoids the various difficulties inherent in an
Income Tax code under which the amount to be charged depends
in part upon whether the person is resident or non-resident, but also
reduces the problems arising out of double taxation of income to com-
paratively small dimensions.

10. Admittedly, there are attractions in seeking to impose the
tax on the incomes of residents in the Colony wheresoever arising,
and whether remitted to the Colony or not, and we are aware that
tax has been so imposed in more than one instance. We feel, however,
that the complications and difficulties which necessarily accompany
this method of taxation are so great that, in the special circumstances
of comparatively small communities, it is in the best interests of a
Colony to limit the scope of the Income Tax charge to income which
arises in the Colony or is brought into the Colony.

Basis oF ASSESSMENT.

11, When we had reached these conclusions as to the scope of
the charge, our next task was to deal with the basis upon which the
income should be assessed. In this connection, the most important
itex of income to be considered is undoubtedly profits from business,
Such profits are assessed in the' United Kingdom on the basis of the
average profits of the three preceding years, while the majority of
the Colonies concerned take the preceding year as the basis.

12. It was represented to us that traders resident in the United
Kingdom doing business in the Colonies would find it convenient to
have the same basis of assessment for each of the Income Taxes to
which they were liable. On the other hand, we were informed that
business firms in the West Indies were mostly in favour of the pre-
ceding year’s profits as the basis, and that the substitution of the three
years' average would meet with much opposition. Inasmuch as the
Colonies, generally speaking, take the preceding year as the basis, it
seemed to us undesirable to make a change if 1t could possibly be
avoided. We may point out that the Royal Commission on the Income
Tax* recommended the adoption of the preceding year's profits as
the basis of assessment in the United Kingdom.

13. On the whole, we are of opinion that the profits of the preceding
year affords the best basis of assessment for the Colonies. This
basis has the great advantage that tax is payable on a profit in the
year following that in which the profit is made, and not, in part, two
or even three years later as under the three years’ average system.

14. Tt is clearly desirable that the basis for the computation of all
classes of income for the purposes of the tax should be the same. We
therefore propose that the tax should be levied on what we have
termed in the Ordinance the * chargeable income” of any person
for the year preceding the year of assessment. We define the expres-
sion “ chargeable income ” to mean the aggregate income of any person

* The Royal Commission referred to here and subsequently in this Report
is the Royal Commission on the Income Tax, whose Report (Cnd. 615) was
dated 11th March, 1920,
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after deducting the expenditure incurred in acquiring the income and
the various other deductions for which provision is made. We have
thought it desirable to avoid referring to ** assessable income ” and
“ taxable income,” as these expressions have meanings as defined by
the United Kingdom Income Tax Acts somewhat different from the
meaning of ** chargeable income ™ as defined in our Ordinance.

ASCERTAINMENT OF * CHARGEABLE INcoue.”

15. Without going into detail, we consider that all outgoings and
expenses wholly and exclusively incurred in the production of income
should be allowed as deductions in computing the amount of a person’s
** chargeable income.” On the other hand, no deduction should be
admitted for expenditure of a domestic or private character or for
capital expenditure. In our Model Ordinance we indicate the type
of expenditure which should be admissible, and that which should
not be admissible, a8 & deduction in computing the ‘‘ chargeable
income.”

16. Interest on borrowed money.—We propose that interest paid by
8 taxpayer on borrowed money which is used in acquiring his income
should be deducted in ascertaining ‘* chargeable income,” but that
a person who pays interest to a non-resident mortgagee or debenture
holder should deduct tax from such interest and pay it over to the
Colonial Government.

17. Deductions for bad and doubtful debts.—1t will be seen that we
have dealt specifically with the subject of bad and doubtful debts
incurred in business, and that the legislation which we recomiend
is designed to make the laws of the Colonies in this matter correspond
with commercial practice and the procedure followed by the taxing
authorities in the United Kingdom, and at the same time to escape
from the unsatisfactory position disclosed by the judgment given by
the Privy Council in 1921 in the Jamaican case of the “ Gleaper "
Company, Limited, versus the Assessment Committee®

18. Deductions for erhaustion, wear and tear of property, etc.—In
the matter of allowances for depreciation of property used for business
or professional purposes, we propose the adoption of the United
Kingdom practice in relation to plant and machinery. In this country,
in ascertaining for taxing purposes the profits of any trade, such
deductions may be allowed as the Income Tax Commissioners consider
just and reasonable as representing the diminished value by reason
of wear and tear during the year of any machinery or plant used for
the purposes of trade and belonging to the person by whom it is
carried on.

19. Deduction for cost of replacing obsolete machinery, etc.—We also
make provision in the Model Ordinance for an allowance in respect
of the cost of replacing obsolete or worn-out plant and machinery
similar to that in force in the United Kingdom.

20. Standard rates of depreciation—We think that it may be of
advantage to Colonial Governments if they are furnished with the -

¢ Sece Law Reports, 1922—Vol. IL AC, p. 169,
A3
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rates of depreciation allowed for Income Tax purposes in the United
Kingdom, where standard rates have been agreed with taxpayers in
particular trades. We recommend, therefore, that the Board of Inland
Revenue should be approached with a view to their supplying for the
use of the Colonial taxing authorities a schedule of the rates which
have been agreed upon in the case of important trades in this country.
These rates, in so far as they are applicable to plant in use in this
country, will normally have to be increased for plant used overseas.

21. Deduction in respect of trade losses.—Where the basis of assess-
ment is that of the profits of the preceding year, the question at once
arises as to some provision for setting off losses against future profits ;
and dissatisfaction has been caused in certain Colonies where no
arrangement of this kind has been made. The equitable case for
such a provision is obvious, and was recognised by the Royal Com-
mission, who stated in their Report (para. 482) .—

“We think, therefore, that the taxpayer might legitimately feel
some grievance if under the new system he were not enabled to carry
forward his loss against future profits, and we accordingly suggest
that the existing proviston . . . . . . by which repayment of tax is
granted in cases of loss by reference to the aggregate income of the
year, should continue in force, and that any balance of loss not so dealt
with should be permitted to be carried forward (on the analogy of
the Statute of Limitations) for a period of six years.”

22, The adoption of this" proposal, however, might create
serious difficulty in the case of a Colony which depends for
the bulk of its Income Tax upon the profits of some particular
industry. If the concession of carrying forward losses were
unrestricted, the Colonial Government might be deprived of the
greater part of its revenue from Income Tax for a lengthy
period. This contingency would be very serious for the Colony,
and we feel thatit will be necessary to fix a limit to the Joss which
can thus be set against what would otherwice be the *charge-
able income ” in any one year. We therefore recommend that to the
extent that a loss incurred in any year cannot be wholly set off against
the taxpayer's other income for that year, the loss shall be carried
forward to be set off against his “ chargeable income ” for the next
year, and if necessary, the same process shall be repeated in each of
the four succeeding years, subject to the condition that in no one of
those years shall the deduction on account of this loss be allowed to
an amount which would reduce the amount of tax payable for any
year to less than half the amount of tax which would have been pay-
able if no deduction had been made for such loss. While under this
system a taxpayer may in exceptional circumstances incur a loss,
the whole of which may not be set off against profits, it will be appre-
ciated that the same result not mﬁequently happens under the system
of assessment on the three years’ average.

(See llustrations in Appendix II)

23. Certain deductions in the case of residents in the Colony and
British subjects.—1In the case of individuals who are resident in the
Colony, or who are British subjects resident elsewhere, we have pro-
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vided for the deduction of a fixed sum to be free of tax, and also for
deductions in respect of (a) earned income, (b) wife, (c) children, and
(d) life insurance premiums, etc.

24, We consider that the allowance of a fixed sum to be free of
tax is essential, but that it is primarily a question for each Colony tb
decide for itself whether it is desirable to include in its Income Tax
legislation all or any of the other deductions. These other deductions
are perhaps not essential, having regard to the graduation of the rate
of tax and to the fact that the rates generally in force in the Colonies
will, it is anticipated, be substantially lower than those in force in
the United Kingdom. If, however, the deductions are thought
necessary, we recommend that they should be granted in the manner
indicated in the Model Ordinance. For example, we think that where
the principle of differentiation between earned and unearned income
is adopted, the procedure described in para. 111 of the Report of
the Royal Commission and now in force in the United Kingdom
should be followed in the Colonies, t.e., for the purpose of computing
the chargeable income, the figure to be included for any eamed income
should be the amount of that income diminished by a certain fraction
thereof. The fraction so adopted in the United Kingdom is one-tenth,
subject to 8 maximum deduction of £200 in the case of any individual,
but we recognise that this fraction may not be considered suitable
for the Colonies, where conditions differ from those in the United
Kingdom,

ExEMPTIONS,

925, We have inserted in the Ordinance a section (No. 8} ta ‘make
provision for certain exemptions from Income Tax. The items
specified in this section are intended merely as a list for the considera-
tion of the local Governments, and are liable to variation in accordance
with local conditions.

We understand, however, that the Secretary of State has already
communicated to certain Colonial Governments his views as to some
of the items, such as the official emoluments of the Governor or of the
officer administering the Government in his stead, and the emolu-
ments of members of the permanent Consular Services of foreign
countries, The last-mentioned item represents the old-established
practice in the United Kingdom of exempting the emoluments of
foreign Consuls and those of the permanent members of their staffs.
Such members of the staffs, however, as are appointed locally and
paid by the Consul will not be entitled to exemption.

26, It may be pointed out that it is not intended that where the
income of the Government Savings Bank is exempted, depositors’
interest should be exempt from tax ; this interest will, of course, be
included in the return of income to be rendered by the depositor and-
will, 88 such, be subject to tax.

27. Question of exemption of interest on Colonial Government Loans.
—A provision is included in the model Ordinance under which the
Govemor may by proclamation exempt interest payable on any Govern-
went loan, either generally or only in respect of such interest as is

A4
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payable to persons not residing in the Colony. Such a provision has been
shown by experience to be useful in facilitating the flotation of Colonial
loans. The policy of such an exemption is outside the scope of our
investigations, save in so far as it affects the incidence of the tax.
Looking at the matter solely from this point of view, we cannot but
regard the policy as unsound. It seems to us that if the object in
view is the attraction of outside capital to the Colony, it could be
achieved if the exemption from tax were confined to interest payable
to persons not residing in the Colony: For this reason we have drafted
the provision in our Ordinance in such a form that the Government
can issue 8 loan with the privilege of exemption accorded only to
. non-residents.

InsurancE CoMPANIES.

28. In view of the difficulty of applying the ordinary method of
computing profits to the case of insurance companies, it is desirable
to make special provision for the basis upon which their profits should
be charged to tax. After considering the legislation in force for this
purpose in the United Kingdom, in the Dominions, and in various
Colonies, we have come to the conclusion that the law at present in
force in Jamaica provides in its general principles a system which is
suitable for the Colonies. We have, therefore, embodied the provisions
of the Jamaican Law in the Model Ordinance, with such amendments
28 appear necessary in order to secure conformity with the principles
upon which the Model Ordinance proceeds.

DEepvuctioN or Tax rroM Divipexps or CoMPANIES.

29. We recommend that companies registered in a Colony should be
entitled to deduct from the dividends paid to their shareholders tax
at the rate paid or payable by the company on the income out of
which the dividends are paid, and that such companies should, upon
payment of a dividend, whether tax is deducted from such dividend
or the dividend is paid free of tax, furnish to each shareholder a certi-
ficate setting out the amount of the dividend to which such share-
holder is entitled and the amount of tax which the company has
deducted, or-which is applicable thereto, as the case may be. It is
not necessary here to defend the principle of taxation of dividends by
deduction at the source, which has long been recognised in the United
Kingdom as a very convenient and effective method of collecting tax.

1t is to be observed that though the gross amount of a shareholder's
dividend falls to bé included by hum in his statement of income for the
purposes of the Model Ordinance the tax suffered by the shareholder
indirectly, s.e., through the company, must be taken into account
in arriving at the total amount of tax payable by him upon his income,
and repayment of tax made where necessary. (See illustration in

- Appendix II1.)

30. We have eonfined the system of taxation of dividends at the
source to the dividends declared by companies registered in the Colony,
because such companies are subject to the jurisdiction of the Colonial
legislature and can be empowered by local legislation to make the
deduction. In this connection, our attention has beep drawn to a
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provision in certain Colonial Ordinances which has purported to
make all Companies, whether incorporated locally or not, liable, as
agents for their shareholders resident outside the Colony, for payment
of the tax upon dividends payable to them, while neither laying down
a method, nor devising machinery by which the Company may recover
from the shareholder any tax so paid. We are agreed that such a
provision as this cannot be justified.

Wire's IncoME

31, Tt will be seen that we have followed the practice in the United
Kingdom and in the Dominions and Colonies generally of aggregating
the income of husband and wife for Income Tax purposes, but that
special provision is made to enable the appropriate part of the tax
charged to be recovered, when necessary, from the wife without the
formality of an actual assessment upon her.

GrapuatioN oF THE Tax: Ivpivipuars anp CoMPANIES.

32. In the United Kingdom the Income Tax payable by individuals
is graduated, but that payable by other persons, s.e., companies, ete., -
ia charged at a flat rate without any statutory allowances. As regards
the tax deducted by a company from dividends paid to individuals,
the appropriate adjustment is made either by repayment of the excess,
if the amount deducted exceeds the amount for which the sharcholder
is persontally liable, or, in other cases, by the imposition of an additional
Income Tax called Super-tax.

33. In several of the Colonies, on the other hand, the rate of Income
Tax has been graduated in the case of companies as well as in the case
of individuals,

34, While it is in theory possible to justify an attempt to fit the
burden of an Income Tsx to the circumstances of the individual by
graduating the rate of tax, we can find no sufficient reason for graduat-
ing the rate of tax payable by companies according to the amount of
the profits they make.

35. In our opiniox’ companies should pay the same amount of tax
per £ of assessable profit whatever the amount of that profit may be.
The tax deducted from dividends paid to shareholders should in due
course be credited against the tax properly due on their respective
incomes as indicated in paragraph 29-of this Report. We therefore
recommend that Colonial Govermmnents be advised to adopt, in the
case of companies, a flat rate of tax. »

36. In determining the flat rate to be charged in the case of com-
panies, the Colonial authorities will no doubt have in mind several
considerations, such as the amount of revenue required from Income
Tax, the average rate of duty hitherto paid by companies, and the
labour involved in making repayments to individusals if the rate be
fixed too high. We have, therefore, not attempted to suggest where,
n any given scheme of graduation, the flat rate should be fixed.

Ab
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Taxation oF PersoNs REstpENT outsior Toe Covrony.

37. Section 26 of the Model Ordinance follows the provisions
of Rules 5 to 12 of the General Rules applicable to Schedules A, B,
C, D, and E in the First Schedule to the United Kingdom Income Tax
Act, 1918. These Rules were evolved after very careful thought and
consideration, and with due appreciation of the difficulties inherent
in any scheme for the taxation of persons not resident in the country
where the tax is levied. By adopting the United Kingdom scheme,
we feel that the Colonies will not only have the benefit of machinery
which has been carefully devised for its purpose, and is actually in
use, but will thereby avoid many of the difficulties that have arisen
from methods which certain Colonial Governments, whose legislation
is in this respect not baséd on the United Kingdom procedure, have
employed in order to tax the profits of non-resident persons trading
through agents in a Colony.

38. For example, our attention has been particularly drawn to
Section 24 of the Triridad Ordinance No. 8, 1922, which is, in our
opinion, open to serious criticism. This Section, provides that where
the profits of a non-resident trader selling goods through an agent in
Trinidad cannot be ascertained to the satisfaction of the Trinidad
Commissioner, the non-resident’s profits are to be assumed to be an
amount not exceeding 10 per cent. of the selling price. The Section
then proceeds to define what is to be deemed to constitute trading
within Trinidad, in the following terms:—* A non-resident person
shall be deemed to be trading within the Colony in every case where
his recognised agent or other representative resident in the Colony
sells in the Colony the goods of such non-resident person, whether
the contract for the sale of the goods, the delivery thereof, or the pay-
ment therefor, is made within or out of the Colony.”

~39. We consider that there is no necessity either to fix or to Limit
the percentage of turn-over or receipts to be adopted as the basis of
the assessment of the tax, whether in the case of non-resident traders
generally, or, as has been provided in some Colonies, in the special case
of non-resident shipping companies. We prefer the United Kingdom
method of leaving the taxing authority, in any case where the actual
profits which the non-resident derives from his trade within the
country cannot be ascertained, to fix such a fair and reasonable per-
centage as the facts of the particular case may justify.

40. With regard to the attempted definition in the Trinidad
Ordinance of cases in which there “shall be deemed to be trading
within the Colony,” we think it may be worth while to quote the
opinion of the Royal Commission on this ‘matter, as recorded in
para. 47 of their Report :—* We shall not attempt: to define in any
set form of words what constitutes trading within the United Kingdom
a8 distinct from trading witk the United Kingdom. It would be
difficult to evolve any reasonably short definition which could be used
a8 a touchstone to determine in every particular instance whether a
series of transactions falls within the one category or the other.” In
our opinion Section 24 of the Trinidad Ordinance has not overcome
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the difficulty to which the Royal Commission referred and rust fail
to achieve its object.

41. Tt is clear that no series of rules can be evolved which would
cover every case that may arise. By way of illustration, we may cite
what may be regarded as two extreme examples :—

(a) In the first case, s non-resident trader authorises a resident
in the Colony to carry on a regular agency there, to make
contracts on his behalf, and to deliver and receive psyment
for his goods. In such circumstances there can be no
doubt that trading is carried on in the Colony by the non-
resident trader through his agent,

(b) In the second case, 8 non-Tesident trader sends price-lists
of his goods to some person resident in the Colony, who
distributes those lists there and canvasses for orders on
“behalf of the non-resident. But this person is & mere
canvasser and does nothing more for the non-resident
trader. The purchaser in the Colony makes his contract
outside the Colony, and delivery and payment are also
made outside the Colony. Here it would be obviously
improper to hold that trading is carried on in the Colony
by the non-resident trader through the canvasser, although,
of course, the latter would be Liable for tax in respect of
his remuneration.

Between these two extremes lies an indefinite variety of gradations
in the manner in which such business may be conducted, and each
case must be determined on the particular facts,

42. In concluding this Section of our Report, we wish to make it
clear that in our opinion, where a,non-resident has an agent in the
Colony who earries on business for him there, the profit arising from
such business should be taxed, as is the case in this country, but,
while tax should be charged on profit gained by trading n the Colony,
it should be not charged on profit arising from trading with the Colony.

DousLe IncoMi Tax wrtHIN THE EMPIRE.

43. The question of relief from double taxation of income within
the Empire was exhaustively considered by a Sub-Committee appointed
by the Royal Commission to confer with representatives of the
Dominions on the subject. The recommendations of this Sub-
Committee were accepted without reservation by the Royal Commission
{paragraph 70 of their Report), and were as follows :—

* Finstly, that in respect of income taxed both in the Uhited King-
dom and in » Dominion, in substitution for the existing partial reliefs
there should be deducted from the appropriate rate of the United
Kingdom Income Tax (including Super-tax), the whole of the rate
of the Dominion Income Tax charged in respect of the same income,
subject to the limitstion that in no case should the maximum rate of
zelief given by the United Kingdom exceed one-half of the rate of



14

the United Kingdom Income Tax (including Super-tax) to which the
individual taxpayer might be liable ; and

*Secondly, that any further relief necessary in order to confer
on the taxpayer relief amounting in all to the lower of the two taxes
(United Kingdom and Dominion), should be given by the Dominion
concerned.”

44. This scheme was put into force, so far as this country is con-
cerned, by the United Kingdom Finance Act of 1920, and the comple-
mentary action to be taken by Colonies under the scheme was the subject
of a ** Miscellaneous  despatch of the 19th November, 1920, from the
Secretary of State to all Colonies where Income Tax legislation was
then in force.

45. Proposal for apportionment of tax between Exchequers—In this
matter of double taxation, witnesses who came before us urged that
every person in the Empire should be assessed where he is resident
or has his principal place of business, and nowhere else. The whole
tax could, it was suggested, be paid in the place of residence or control,
and subsequently divided between the respective Governments on
some agreed basis.

46, This proposal was advocated as being the simplest method of
avoiding double taxation, and at the same time of obviating the
difficulties which arise from the existence of different bases of assess-
ment to Income Tax in various parts of the Empire and from the
varying decisions of local authorities.

47. The proposal is by no means new. It is one which was dealt
with by the Sub-Committee of the Royal Commission. This Sub-
Committee, the meetings of which were attended by representatives
of the Dominions, emphatically rejected it, on the ground that * there
are serious objections, not the least being that it obscures the inde:
pendent right of taxation inherent in every State, and may create the
false impression that a State is exempting a class of income which it
is in fact charging; or that it is contributing towards the revenue
of another State” (para 19 of the Sub-Committee’s report, printed
as Appendix I to the Report of the Royal Commisssion).

48. The objections to adopting any proposal of this character seem
to us conclusive. .

49. Double Income Taz: * relief before payment”—-A diffieulty
which in certain quarters had been thought to impair the working
of the scheme of relief recommended by the Royal Commission
was clearly due to a misunderstanding of the procedure followed by
the Inland Revenue authorities in this country. For example, the
representatives of the West India Committee and the Association of
British Malaya complained that under the present system the taxpayer
was compelled to pay his full amount of tax both in the United Kingdom
and in the Colony, and subsequently to make a claim for repayment
in either or both countries. They represented that, as a result of this,
delays occurred, and considerable sums of money were * Jocked up ”
with injurious effect upon the taxpaver's business. As a matter of
fact, however, the law in the United Kingdom (Finance Act, 1920,
Section 27 (1) ) grants relief to ** any person who has paid, by deduction
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or otherwise, or is liable to pay, United Kingdora income tax.” In accord-
ance with the recommendation of the Royal Commission, the section
contemplates that the relief shall be given, whenever possible, by way
of adjustment before payment of the United Kingdom tax.

50. At the present time the Colonial Ordinances generally contain
a corresponding provision for the purpose of giving the reciprocal
relicf contemplated by the scheme. This provision was drafted in
the Colonial Office, but further consideration has shown that if relief
is to be given before payment of the tax—which in our opinion should
be the case—it is necessary that the Colonial provision should go a
little farther than does Section 27 of the United Kingdom Finance Act,
1920. Accordingly, in dealing with this matter in our Model Ordinance
we have made the slight alteration necessary to ensure that relief may
be granted upon proof of liability to pay tax in the Colony and in the
United Kingdom and before actual payment.

51. Minor difficulties.—Some of the difficulties which business firms
are now experiencing in relation to their claims to relief from double
taxation may doubtless be attributed to the novelty of Income Tax
legislation in the Colonies. These difficulties will, it is hoped, dis-
appear in time. Similar difficulties have had to be overcome in the
working of claims to relief from double taxation where the United
Kingdom and the Dominions are concerned. Relief in respect of
Double Income Tax was first granted by the United Kingdom Ex-
chequer in 1916, and thus for the past six years the problem has been
faced in relation to the Dominions. The Inland Revenue Department
have found that the scheme adopted has, on the whole, worked very
smoothly, and has certainly not given rise to anv insuperable diffi-
culties. Isolated cases must inevitably occur from time to time
requiring special consideration, but they have been few in number
and there is certainly no general dissatisfaction in this country on the
subject.

52. It has been pointed out that the drawing up of profit and loss
accounts to. show what profits arise in a Colony involves increased
clerical and accountancy charges; this work is, we fear, sometimes
inevitable in the case of persons liable to pay Income Tax levied by
more than one country.

53. Assessment of non-resident traders—1It is clearly desirable that
non-residents who derive income from a Colony should contribute
their fair share to the expenses of the administration which renders it
possible to-earn that income. We are satisfied, however, that the
non-resident trader, e.g., the company managed and controlled in this
country and trading in various Colonies, does find serious difficulties
in dealing with the question of determining the several liabilities to
tax abroad, and that while these difficulties will certainly be diminished
by a more uniform system of Income Tax legislation in the Colonies,
they will still remain of a formidable nature. It has been urged that
among the difficulties inherent in the present system are :—

(1) The trader's representatives on the spot are often not com-
petent to de.al with matters of taxation ; and, if they were
competent, 1t would usually be impossible to furnish them
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in good time with the whole of the information which the
Colonial authorities might require ;

(2) The trader’s representatives are often merely agents, and he
is unwilling to give such agents confidential information
regarding his profits ;

(3) If the trader attempts to deal with the matter by corre-
spondence, it is difficult for him adequately to present his
case—the more troublesome matters requiring personal
explanation and discussion ;

(4) Complete accounts are seldom kept in the Colony, and the
books cannot be produced to the Colonial authorities.

Whether justified or not, any suspicion that, owing to lack of faci-
lities to present his case, the non-resident is called upon to bear an
unfair share of the burden of the tax is bound to cause a Colony
material injury by driving away capital and trade.

54. On the other hand, Colonial Governments must have serious
difficulties in dealing with the Income Tax due from non-resident
taxpayers. Accounts may be furnished by post, but there is little or
no opportunity of submitting them to suth tests and cheeks as are
possible in the case of residents. Correspondence involves delay, and
is, as & rule, an unsatisfactory substitute for personal discussion. We
see Teason to fear that the ‘Colonial Governments may in some cases
lose an appreciable portion of the tax which is really due to them. We
think, therefore, it is very desirable that they should have more
facilities than they have at present for investigating the accounts of
ron-resident traders before proceeding to assessment.

55. We are convinced that it is desirable, both in the interests of
the Colonial Governments and of the non-resident traders, that an
attempt should be made as far as possible to overcome these difficulties.
Having regard to the close financial relations between this country
and the Colonies, and to the very large amount of capital invested in
the Colonies by persons in the United Kingdom, the difficulties which
we have indicated are to a very considerable extent confined to the
case of residents in this country. We think that the solution of this
problem lies in the proposal which we are about to make,

56. Proposed appointment of agent in the United Kingdom.—We
recommend the appointment of an official resident in the United
Kingdom as the recognised agent of each and every Colony which
imposes Income Tax. It seems to us evident that such an agent
will be in a better position than the Jocal official to investigate and
check the returns of residents in this country, and to discuss with
the persons concerned their various difficulties, and come to an agree-
ment with them where agreement is possible. If no agreement can
be reached, the non-resident trader will, of course, have to make his
appeal in the Colony in the usual way.

57. The Colonies concerned would, in our opinion, thus secure
substantial benefits both in a smoother administration of their tax
and in a larger yield of revenue. Moreover, the existence of such
an officer would obviously be an advantage in relation to matters of
Double Income Tax.
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58. We have therefore included in our Model Ordinance a pro-
vision for the appointment of this agent in the United Kingdom, but
whether the appointment of such an agent with the necessary staff
is advisable will depend on the amoint of tax estimated to be assess-
able annually in respect of the profits and income of companies, firms
and residents in the United Kingdom who are liable to pay tax in the
Colonies. So far as our information goes, we do not think that the
cost of the office of the agent in London would exceed a reasonable
percentage of the tax with which the agent and his staff would be
called upon to deal. The expense of the London office might, it is
suggested, be equitably shared between the Colonies, normally on the
basis of the assessments agreed in London for each Colony.

DousLe IncoMe Tax: INTERCOLONIAL RELIEF,

59. The existing Colonial Ordinances provide {or relief from Double
Income Tax as between Colonies and the United Kingdom, but few
of them contain a corresponding provision for giving relief as between
themselves and other parts of the Empire. This problem was
mentioned in the Report of the Sub-Committee appointed by the
Royal Commission®, who, in para. 34 of their Report, stated as
follows :—

“We are, however, authorised by all the representatives, with
the exception of one who preferred to wait instructions from his Govern-
ment before expressing an opinion, to state that they agree that the
suggested solution of the appropriation of the burden of the necessary
rehef is one of which they personally approve, that they are prepared
to recommend it to their respective Governments, and further, that
the proposed relief shiould also be applied by the Dominions iater se
if applied as between the United Kingdom and the Dominions,”t

60. Being convinced of the necessity of securing a uniform basis
of relief as between Colonies, we recommend that Colonial Govern-
ments be invited to adopt the system of intercolonial relief in the
case of Pouble Income Tax which we have incorporated in our
Nodel Ordinance, and which, in consonance with the proposals
of the Royal Commission, is based upon the same principles
as those underlying the scheme already in operation between the
United Kingdom on the one hand and the Dominions and Colonies
on the other.

ADMINISTRATION,

61. We have already touched upon one aspect of administration
in our proposal in para. 56 for the appointment of a representative
agent in London to deal with the assessment to Colonial Income
Tax of residents in the United Kingdom. With regard to the generul
question of administration we have, as far as possible, followed
the existing procedure in Dominion and Colonial legislation ; thus

i l:id: paragraph 43 of this Report.
. t The term ™ Dominions ™ was expressly used throughout the Sub-Committee's
Report to include not only the self-governing Dominions, but also India and
Bisush possessions generally,
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provision has been made in the Model Ordinance for the appointment
of a Commissioner of Income Tax and of such collectors and other
staff as may be necessary. We realise that in many of the smaller
Colonies no elaborate arrangements are necessary, and that the local
Commissioner will discharge most of the duties connected with the
levying of the tax; but large communities will no doubt require a
more highly organised administration, and in these cases it may be
necessary to provide the Commissioner with a local Assessment
Committee to help him in his work.

62. Powers of Commussioner ; machinery for assessments and for
appeals, etc.—~We do not consider that any detailed comment is
required on our proposals regarding the general powers of the Com-
missioner or the machinery for making assessments. In providing
for appeals against assessments, our object has been, while limiting
the right of appeal on questions of fact, to place no limit to the right
of appeal upon questions of law.

63. In all these matters we have done our best to maintain
the balance of equity between the taxing authorities on the one
hand and the taxpaying public on the other. We have, as a
rule, been guided by the principles underlying Income Tax legislation
in the United Kingdom, and wherever we have departed from this
standpoint we have done so in the belief that local conditions in the
Colones called for other methods.

64. We desire to record our debt to our Secretary for his constant
and willing help in every branch of our task, in spite of the many other
duties incumbent on him.

G. GRINDLE (Chatrman)
L. BROWETT

W. BERNARD BLATCH
E. A, EBORALL
HERBERT BRITTAIN
H. GRATTAN BUSHE
ALBERT EHRHARDT

E. B, Boyp (Secretary).
December, 1922,
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APPENDIX L

MODEL INCOME TAX ORDINAXNCE.

AN ORDINANCE TO ImposE & TAX UpoN INCOMES AND TO REGULATE THE
CoLLECTION THEREOP.

Be it enacted, ete.

1. This Ordinance may be cited for all purposes as the Income Tax Short title,
Ordinance 19

2. In this Ordinance, unless the context otherwise requires :— Definition of

cortain
“ Commissioner ” means the Commissioner charged with the general
administration of this Ordinance. terme,
“Company ” means any company incorporated or registered
under any law in force in the Colony, and any company which, though
incorporated or registered outside the Colony, carries on business, or
has an office or place of business therein,

“ Person " includes a body of persons.

“ Body of persons " means any body politic, corporate or collegiate
and any company, fraternity, fellowship, or society of persons whether
corporate or not corporate,

“ Incapacitated person” means any infant, married woman,
lunatic, idiot, or insane person.

* Prescribed " means prescribed by rule under this Ordinance.

“ Tax " means the income tax imposed by this Ordinance,

*“Year of assessment ” means the period of twelve months com-
mencing on the () day of { ), 1923, and each subsequent
period of twelve months. '

* Chargeable income " means the aggregate amount of the income
of any person from the sources specified in Section 5 remaining after
allowing the appropriate deductions and exemptions under this
Ordinance,

Aditnsstration.

3. For the due administration of this Ordinance the Governor may Appoin
appoint a Commissioner and such collectors and other officers and persons 2% o

a8 may be necessary and shall furnish such Commissioner and collectors tive istra-
with warrants of appointment under his hand. suthority,

4.—(1) Every person baving any official duty or being employed in Official
the administration of this Ordinance shall regard and deal with all docu- %7
ments, information, returns, assessment lists and copies of such lists
relating to the income or items of the income of any person, as secret and
confidential, and shall mske and subscribe a declaration in the form
prescribed to that effect before a Magistrate.

_(2) Every person having possession of or control over any documents,
information, returns or assessment lists or copies of such lists relating to the
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income or items of income of any person, who at any time communicates or
sttempts to communicate such information or anything contained in such
documents, returns, lists, or copies to any person—

(a) other than a person to whom he is authorised by the Governor to
communicate it ; or
(b) otherwise than for the purposes of this Ordinance,
shall be guilty of an offence against this Ordinance.

Imposition of Income Tazx.

5. Income tax shall, subject to the provisions of this Ordinance,
be payable at the rate or rates specified hereafter for the year of assess-
ment commencing ou ( ) 1923 and for each subsequent
year of assessment upon the income of any person accruing in, derived
from, or received in, the Colony in respect of :—

(a) gains or profits from any trade, business, profession or vocation,
for whatever period of time such trade, business, profession,
or vocation may have been carried on or exercised ;

{b) gains or profits from any employment, including the estimated
annual value of any quarters or board or residence or of any
other allowance granted in respect of employment whether in
money or otherwise ;

(¢) the annual value of land and improvements thereon used by or on
bebalf of the owner or used rent-free by the occupier, for the
purpose of residence or enjoyment, and not for the purpose of
gain or profit, such annual value being deemed to be [5} per
cent. of the capital value of such land and improvements ;

(d) dividends, interest or discounts ; '

(¢) any pension, charge or annuity ;

(f) rents, royalties, premiums and any other profits arising from
property.

asis of 6. Tax shall be charged, levied and collected for each year of assess-
wesesiedt.  ment upon the chargeable income of any person for the year immediately
preceding the year of assessment.
ial

Pe,cod‘ ‘ 7. Where the Commissioner is satisfied that any person usually makes
wecsment, UP the accounts of his trade or business on some day other than that
immediately preceding any year of assessment, the Commissioner may
permit the gains or profits of that trade or business to be computed for
the purposes of this Ordinance upon the income of the year terminating
on that day in the year immediately preceding the year of assessment on
which the accounts of the said trade or business have been usually made up.

1arge of
wome Tax.

Ezemptions.
8~(1) There shall be exempt from the tax :—
‘xomptions. {a) the official emoluments received by the Officer Administering the
Government ; :

{b) the income of any local authority in so far as such income is not
derived from a trade or business carried on by the local
authority ;

{c) the income of any statutory or registered building or friendly
society ;

{d) the income of any ecclesiastical, charitable or educational institu-
tion of & public character in 8o far as such income is not derived
from a trade or business carried on by such institution ;



21

(¢) the emoluments payable to members of the permanent consular
services of foreign countries in respect of their offices or in
respect of services rendered by them in their official capacity ;

(/) the emoluments payable from Imperial Funds to members of
His Majesty's Forces and to persons in the permanent service
of the Imperial Government in the Colony in respect of their
offices under the Imperial Government ; )

{g) wound and disability pensions granted to members of His Majesty’s
Forces ;

(k) gratuitiesgranted to members of His Majesty’s Forcea in respect

of services rendered during the late War ;

(4) the income of the Government Savings Bank ;

provided that nothing in this section shall be construed to exempt in the
hands of the recipients any dividends, interest, bonuses, salaries or wages
paid wholly or in part out of the income so exempted.

9, The Governor may by proclamation published in the Gazette Government
provide that the interest payable on any loan charged on the Public Losns.
Revenue of the Colony shall be exempted from the tax, either generally
or only in respect of interest payable to persons not resident in the Colony;
and such interest shall as from the date and to the extent specified in the

. Proclamation be exempt accordingly.

Ascertainment of chargeable income.

10.—{1) For the purpose of ascertaining the chargeable income of any Deductions
person there shall be deducted all outgoings and expenses wholly and *loved:
exclusively incurred during the year preceding the year of assessment
by such person in the production of the income, including~

(a) sums payable by such person by way of interest upon any money
borrowed by him, where the Commissioner is satisfied that the
interest was payable on capital employed in acquiring the
ncome ;

{5) rent paid by any tenant of land or buildings occupied by him
for the purpose of acquiring the income ;

{c) where any person engaged in any trade, business, profession or
vocation has expended any sum in replacing any plant or
machinery which was used or employed in such trade, business,
profession or vocation, and which has become obsolete, an
amount equivalent to the cost of the machinery replaced, after
deducting from that cost such sum as shall represent the
total depreciation which has occurred by reason of exhaustion
or wear and tear since the date of purchase of such plant and
machinery and any sum realised by the sale thereof ;

{d) any sum expended for repair of premises, plant and machinery
employed in acquiring the income, or for the renewal,
repair or salteration of any implement, utensil or article so
employed ; '

{¢) bad debts incurred in any trade, business, profession or vocation,
proved to the satisfaction of the Commissioner to have Lecome
bad during the year immediately preceding the year of assess-
ment, and doubtful debts to the extent that they are respec-
tively estimated to the satisfaction of the Commissioner to
have become bad during the said year notwithstanding that
such bad or doubtful debts were due and payable prior to the
commencement of the said year, provided that all sums re-
covered during the said year on account of amounts previously
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written off or allowed in respect of bad or doubtful debts shall
for the purposes of this Ordinance be treated as receipts of the
trade, business, profession or vocation for that year ;
(f) Such other deductions as may be prescribed by any rule made
under this Ordinance.
(2) The Governor in Council may by rules provide for the method of
calculating or estimating the deductions allowed or prescribed under this
section,

11. In ascertaining the chargeable income of any person engaged in a
trade, business, profession or vocation, there shall be allowed as a deduction
a reasonable amount for the exhaustion, wear and tear of property owned
by him, including plant and machinery, arising out of the use or employ-
ment of such property in the trade, business, profession or vocation during
the year immediately preceding the year of assessment.

12. For the purpose of ascertaining the chargeable income of any
person no deduction shall be allowed in respect of :—

(a) domestic or private expenses ;

{b) any disbursements or expenses not being money wholly and
exclusively laid out or expended for the purpose of acquiring
the income ;

(c) any capital withdrawn or any sum employed or intended to be
employed as capital ;

(d) any capital employed in improvements ;

(¢) any sum recoverable under an insurance or contract of indemnity ;

(f) rent of or cost of repairs to any premises or part of premises
not paid or incurred for the purpose of producing the income ;

{g9) any amounts paid or payable in respect of the United Kingdom
income tax or super-tax or Empire income tax as defined by
this Ordinance.

13. Where the amount of a loss incurred in the year preceding any year
of assessment in any trade, business, profession or vocation carried on
by any person either solely or in partnership is such that it cannot be
wholly set-off against his income from other sources for the same year,
the amount of such loss shall to the extent to which it is not allowed
against his income from other sources for the same year be carried forward
and shall, subject as is hereinafter provided, be set-off against what would
otherwise have been his chargeable income for the next five years in
sticcession, provided that the amount of any such loss allowed to be set
off in computing the chargeable income of any year shall not be set-off in
computing the chargeable income of any other year and provided also
that in no case shall such set-off be allowed to an extent which would
reduce the tax payable for any year of assessment to less than one-half
of the amount which would have been payable had the set-off not been
allowed.

14.—(1) For the purpose of ascertaining the chargeable income of any
individual there shall be allowed in respect of so much of the income as is
earned a sum equal to (one-tenth) of the amount of such earned income,
provided that such deduction shall not in the case of any individual exceed
{£200) ; and provided also that where a loss arises in the exercise of any
trade, business, profession, or vocation or a loss is brought forward from a
previous year under section thirteen of this Ordinance, no deduction shall be
allowed except in respect of the amount, if any, by which the earned
income exceeds such loss or the aggregate amount of such losses as the
case may be.

(2) For the purposes of this section the expression *‘ earned income
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means any income arising in respect of any gains or profita imme-
diately derived by the individual from any trade, business, profession,
employment or vocation carried on or exercised by him either as an indi-
vidual or in the case of & partnership as a partner personally acting therein,
ot in respect of any pension, superannuation, or other allowance given in
respect of past services of the individual or of the husband or parent of
the individual or given to the individual in respect of the past services of
any deceased person whether the individual or husband or parent of the
individual shall have contributed to such pension, superannuation or other
allowance or not ; after deducting the expenses referred to in sections ten
and eleven of this Ordinance, but before allowing the other deductions to
be made in arriving at chargeable income. )
15. In ascertaining the chargeable income of an individual who is Deduction i
resident in the Colony or who is a British subject, there shall be allowed % %

. regidents in
& deduction of £ the Colony

and British
Subjects.

16. In ascertaining the chargeable income of an individual who proves Deduction
to the satisfaction of the Commissioner that he had during the year imme- for Wife.
diately preceding the year of assessment his wife living with him or wholly
maintained by him there shall be allowed a deduction of £ :
provided that this deduction shall not be allowed in the case of any indi-
vidual whose chargeable income would, apart from the deductions specified
in this and the next section, exceed [£300].

17, In ascertaining the chargeable income of an individual who proves Deduction
to the satisfaction of the Commissioner that he had a child or children for Children.
living and under the age of sixteen years at the commencement of the year
preceding the year of assessment, there shall be allowed a deduction of £
in respect of every such child ; provided that this deduction shall not be
allowed in the case of any individual whose chargeable income® would,
apart from the deductions specified in this and the last preceding section,
exceed [£500].

The expressions “child " and “children ™ in this section include a
step-child or step-children but do not include an illegitimate child or
illegitimate children.

18. In ascertaining the chargeable income of any person who (a) shall Deduction in
bave made insurance on his life or the life of his wife in any Insurance respect of Lfe
Company or, (b) shall have made annual contribution to the Widows’ and ‘;’n“:?l’:":r‘“d
Orphans’ Fund in the Colony or such other Fund as the Governor may ., wrv,ld:;:n
consider as equivalent to a Widows’ and Orphans’ Fund. there shall be and Orphans’
allowed a deduction of the annual amount of the premium paid by him Fund.
for such insurance or contribution as aforesaid : provided that no such
deduction shall be allowed in respect of any such annual amount of premiur
or contribution beyond an amount equal to one-sixth part of the chargeable
income of such person estimated in accordance with the provisions of this
Ordinance before making the deductions specified in this section and in
m-ctions\sixteen and seventeen of this Ordinance. :

19. Notwithstanding anything to the contrary contained in this g,
Ordinance, it is hereby provided t%at — 7 mfﬁ;

(1) in the case of an Insurance Company (other than a Life Insurance certain com.
Company) where the gains or profits accrue in part outside the pavies and
Colony, the gains or profits on which tax is payable shall be
ascertained by taking the gross premiums and interest and other ggmmm‘”
. . . . . . panies
income received or receivable in the Colony (less any premiums oener than
returned to the insured and premiums paid on re-insurances), Life Insur-
and deducting from the balance so arrived at a reserve for ance
unexpired risks at the percentage adopted by the Company ComPpsuiea
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in relation to its operations as a whole for such risks at the
end of the year preceding the year of assessment, and adding
thereto a reserve similarly calculated for unexpired risks out-
standing at the commencement of the year preceding the year
of assessment, and from the net amount so arrived at deducting
the actual losses (less the amount recovered in respect thereof
under re-insurance), the agency expenses in the Colony and a
fair proportion of the expenses of the head office of the
Company :

(2) In the case of a Life Insurance Company, whether mutual or pro-
prietary, the gains or profits on which tax is payable shall be
the investment income less the management expenses (including
commission) ; provided that where such a Company received
premiums outside the Colony, the gains or profits shall be the
same proportion of the total investment income of the Company
as the premiums received in the Colony bore to the total
premiums received after deducting from the amount so arrived
at the agency expenses in the Colony and a fair proportion of
the expenses of the head office of the Company.

20. The income of & married woman living with her husband shall,
for the purposes of this Ordinance, be deemed to be the income of the
husband, and shall be charged in the name of the husband and not in her
name nor in that of her trustee, provided that that part of the total amount
of tax charged upon the husband which bears the same proportion to that
total amount as the amount of the income of the wife bore to the amount
of the total income of the husband and wife may, if necessary, be collected
from the wife, notwithstanding that no assessment has been made upon
her, :

Rate of taz.

21. The tax upon the chargeable income of every person other than a

company shall be charged at the following rates :—

For every pound of the first £............c..e.
For every pound of the next £ .
For every pound of the next £ ..................
{and so on for every pound of the remainder).
22. The tax upon the chargeable income of 4 company shall be charged
at the rate of on-every £ of the chargeable income thereof.

23,—(1) Every company which is registered ih the Colony shall be
entitled to deduct from the amount of any dividend paid to any share-
holder tax at the rate paid or payable by the company (as reduced by any
relief granted under sections forty-six and forty-seven of this Ordinance)
on the income out of which such dividend is paid, provided that where
tax is not. paid or payable by the company on the whole income out of
which the dividend is paid the deduction shall be restricted to that portion

. of the dividend which is paid out of income on which tax is paid or payable

by the company. .

(2) Every such company shall upon payment of a dividend whether
tax s deducted therefrom or not furnish each shareholder with a certificate
setting forth the amount of the dividend paid to that shareholder and
the amount of tax which the company has deducted or is entitled to deduct
in respect of that dividend.

24, Any tax which a company has deducted or is entitled to deduct
under the last preceding section from a dividend paid to a shareholder,
and any tax applicable to the share to which any person is entitled in the
income of a body of persons assessed under this Ordinance, shall, when
such dividend or share is included in the chargeable income of such share-
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holder or person, be set off for the purposes of collection against the tax
charged on that chargeable income. N

25. Tax shall not be payable in respect of any income arsing out of the Temporary
Colony and received theremn by any person who is in the Colony for some residents.
temporary purpose only and not with any intent to establish his residence
therein and who has not actually resided in the Colony at one or more
times for a period equal in the whole to six months in the year preceding
the year of assessment,

Trustees, Agents, etc.

26. A receiver appointed by the Court, trustee, guardian, curator, Chargeability
or committee, having the direption, control, or management of any property of Trustees,
or concern on behalf of any incapacitated person shall be chargeable to tax ¢tc-
in like manner and to the like amount as such person would be chargeable
if e were not an incapacitated person.

27.—(1) A person not resident in the Colony (hereinafter in this section Chargeability
referred to as & non-resident person), whether » British subject or not, of agent of
shall be assessable and chargeable in the name of his trustee, guardian, Pe":i?“
or committee, or of any attorney, factor, agent, receiver, branch, or :‘;“:hz‘gj‘;:y
manager, whether such attorney, factor, agent, receiver, branch, or manager

_has the receipt of the income ot not, in like manner and to the like amount
as such non-resident person would be assessed and charged if he were
resident in the Colony and in the actual receipt of such income ; provided
that in the case of any individual who is not resident in the Colony, and
who is not & British subject, no deduction shall be allowed in respect of
earned income or in respect of wife or child or in respect of life insurance. -

A non-resident person shall be assessable and chargeable in respect
of any income arising, whether directly or indirectly, through or. from any
attorneyship, factorship, agency, receivership, branch, or mansgement,
and shall be so assessable and chargeable in the name of the sttorney,
factor, agent, receiver, branch, or manager,

(2) Where & non-resident person, not being & British subject, or a
firm or company whose principal place of business is situated in His
Majesty’s Dominions or in territory under His Majesty’s protection, or a
branch thereof, carries on business with 8 resident person, and it appears
to the Commissioner that owing to the close connection between the
resident person and the non-resident person and to the substantial control
exercised by the non-resident person over the resident person, the course
of business between those persons can be so arranged and is so arranged,
that the business done by the resident person in pursuance of his connee-
tion with the non-resident person produces to the resident person either
no profits or less than the ordinary profits which might be expected to
arise from that business, the non-resident person shall be assessable and
chargeable to tax in the name of the resident person as if the resident
person were an agent of the non-resident person.

(3) Where it appeas to the Commissioner by whom the assessment is
made, or to the Judge by whom an appeal is heard, that the true amount
of the gains or profits of any non-resident person chargeable with tax in
the name of a resident person cannot in any case be readily ascertained,
the Commissioner or Judge may, if he thinks fit, assess and charge the
non-resident person on a fair and reasonable percentage of the turnover
of the business done by the non-resident person through or with the
resident person in whose name he is chargesble as aforesaid, and in such
case the provision of this Ordinance relating to the delivery of returns or
particulars by persons acting on behalf of others shall extend so as to
require returns or particulars to be furnished by the resident person of
the business 8o done by the non-resident person through or with the
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resident person, in the same manner as returns or particulars are to be
delivered by persons acting for incapacitated or non-resident persons of
income to be charged ; provided that the amount of the percentage shall
in each case be determined, having regard to the nature of the business
and shall, when determined by the Comnussioner, be subject to an appeal
to a Judge as provided by section forty-four of this Ordinance.

(4) Nothing in this section shall render a non-resident person charge-
able in the name of a broker or general commission agent or other agent
where such broker, general commission agent or agent 13 not an authorised
person carrying on the regular agency of the non-resident person, or a

rson chargeable as if he were an agent in pursuance of sub-sections (2)
and (3) of this section, in respect of gains or profits arising from sales
or transactions carried out through such a broker or agent.

(5) The fact that a non-resident person executes sales or carries out
transactions with other non-residents in circumstances which would make
him chargeable in pursuance of sub-sections (2) and (3) of this section
in the name of a resident person shall not of itself make him chargeable
in respect of gains or profits arising from those sales or transactions.

(6) Where a non-resident person is chargeable to tax in the name of
any attorney, factor, agent, receiver, branch or manager, in respect of
any gains or profits arising from the sale of goods oz produce manufactured
or produced out of the Colony by the non-resident person, the person in
whose name the non-resident person is so chargeable may, if he thinks fit,
apply to the Commissioner or, 1n the case of an appeal, to the Judge, to have
the assessment to tax in respect of those gains or profits made or amended
on the basis of the profits which might reasonably be expected to have
been earned by a merchant or, where the goods are retailed by or on
behalf of the manufacturer or producer, by a retailer of the goods sold,
who had bought from the manufacturer or producer direct, and on proof
to the satisfaction of the Commissioner or Judge of the amount of the
profits on the basis aforesaid, the assessment shall be made or amended
accordingly. )

28. The person who is chargeable in respect of an incapacitated person,
or in whose name & non-resident is chargeable, shall be answerable for all
matters required to be done by virtue of this Ordinance for the assessment
of the income of any person for whom he acts and for paying the tax
chargeable thereon.

29. Every person who in whatever capacity is in receipt of any money
or value being income arising from any of the sources mentioned in this
Ordinance of or belonging to any other person who is chargeable in respect
thereof, or who would be so chargeable if he were resident in the Colony
and not an incapacitated person shall, whenever required to do so by any
notice from the Commissioner, prepare and deliver within the period
mentioned in such notice a list in the prescribed form, signed by him, con-
taining—

{a) & true and correct statement of all such income:
%) thebnfme and address of every person to whom the same shall
elong :

and the provisions of this Ordinante with respect to the failure to deliver
lists or particulars in accordance with a notice from the Commissioner
shall apply to any such list. '

30. The manager or other principal offices of every corporate body of
persons shall be answerable for doing all such acts, matters and things as
are required to be done by virtue of this Ordinance for the assessment
of such body and payment of the tax.
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31. Every person answerable under this Ordinance for the payment Indemnifica-
of tax on behalf of another person may retain out of any money coming ml::t‘i repre-
to his hands on behalf of such other person so much thereof as shall be *457
sufficient to pay such tax ; and shall be and is hereby indemnified against
any person whatsoever for all payments made by him in pursuance and by
virtue of this Ordinance.

32. When any person dies during the year preceding the year of sasess- Deceased
ment and such person would but for his death have been chargeable to persons.
tax for the year of assessment or when any person dies during the ;year of
assessment or within two years after the expiration thereof and no assess-
ment has been made upon him for that year the personal representative
of such person shall be liable to and charged with the payment of the
tax with which such person would bave been chargeable, and shall be
answerable for doing all such acts, matters and things as such person if
he were alive would be liable to do under this Ordinance, provided that in
the case of & person dying during the year preceding the year of assess-
ment if his personal representative distributes his estate before the com-
mencement of the year of assessment such personal representative shall
pay the tax at the rate or rates in force at the date of distribution of the
estate, if the rate of tax for the year of assessment has not been fixed at
that date, )

33.—(1) Where any person pays mortgage or debenture interest to & Deduction
person not resident in the Colony and is entitled to deduct such interest of snd
under section ten (i)(a) of this Ordinance, he shall upon paying the interest :“":"‘mg
deduct therefrom tax at the rate of on every £ of such ;;ng:;"md
interest, and shall forthwith render an account to the Commissioner of debenture
the amount so deducted, and every such amount shall be a debt from him interest.
to the Government of the Colony and shall be recoverable as such.

(2) In the case of & company the account aforesaid shall be rendered
by the manager or other principal officer of the company.

(3) Any person who fails or neglects to render an account due under
this section, shall be guiltyof an offence against this Ordinance.

General Powers of Commissioner.

34.—(1) It shall be the duty of every person chargeable with tax to Notices of
give notice to the Commissioner within three months after the commence- chargeability
ment of any year of assessment that he is so chargeable. sad returne.

{2) The Commissioner may by notice in writing require any person
to furnish him within a reasonable time with a return of income and
such particulars as may be required for the purposes of this Ordinance
with respect to the income for which such person is chargeable.

(3) Any person who fails or neglects to give such notice of chargeability
or to furnish such return or particulars shall be guilty of an offence against
this Ordinance,

35~1) The Commissioner may require any officer in the employment Officia} infor

of the Government or any municipality or other public body to supply mation sad
such particulars as may be required for the purposes of this Ordinance oficial
and which may be in the possession of such officer, provided that no such "
officer shall by virtue of this section be obliged to disclose any particulars
a4 to which he is under any statutory obligation to observe secrecy.

(2) Every employer when required to do s0 by notice from the Com-
missioner shall, within the time limited by the notice, prepare and deliver
for any year a return containing—

{a) the ntdmee and places of residence of all persons employed by him ;
an



Partnerships.

Signature
of notices.

28

(%) the payments and allowances made to those persons in respect
of that employment, except persons who are not employed in
any other employment and whose remuneration in the employ-
ment for the year does not exceed £ :

and the provisions of this Ordinance with respect to the failure to deliver
returns or particolars in accordance with a notice from the Commissioner
ghall apply to any such return.

Provided that an employer shall not be liable to any penalty for
omitting from any such return the name or place of residence of any
person employed by him and not employed in any other employment if
1t appears to the Commissioner, on enquiry, that such person has no
chargeable income.

(3) Where the employer is a body of persons the manager or other
principal officer shall be deemed to be the employer for the purposes of
this section, and any director of a company, or person engaged in the
management of a company, shall be deemed to be a person employed.

36. Where a trade, business, profession or vocation is carried on by
two or more persons jointly—

(1) The income of any partner from the partnership shall be deemed
to be the share to which he was entitled during the year preceding the year
of assessment in the income of the partnership (such income being ascer-
tained in accordance with the provisions of this Ordinance) and shall be
included in the return of income to be made by such partner under the
provisions of this Ordinance.

(2)-~{a) The precedent partner, that is to say, the partner who of the
partners resident in the Colony—

(i) is first named in the agreement of partnership ; or
(i1) if there be no agreement is named singly or with precedence to
the other partners in the usual name of the firm ; or
(iii) is the precedent acting partner if the partner named with prece-
dence is not an acting partner;

shall, when requiréd by the Commissioner, make and deliver a return of
the income of the partnership for any year, such income being ascertained
in accordance with the provisions of this Ordinance, and declare therein
the names and addresses of the other partners in the firm together with
the amount of the share of the said income to which each partner was
entitled for that year.

(b) Where no partner is resident in the Colony, the return shall be
made and delivered by the attorney, agent, manager or factor of the firm
regident in the Colony.

(c) The provisions of this Ordinance with respect to the failure to
deliver returns or particulars in accordance with a notice from the Commis-
sioner shall apply to any return required under this section.

37.—(1) Every notice to be given by the Commissioner under this
Ordinance shall be signed by the Commissioner or by some person or
persons from time to time appointed by him for that purpose, and every
such notice shall be valid if the signatiire of the Commissioner or of such
person or persons is duly printed or written thereon, provided that any
notice in writing under this Ordinance to any person requiring him to furnish
particulars to the Commissioner, or any notice under this Ordinance
requiring the attendance of any person or witness before the Commissioner,
shall be personally signed by the Commissioner or by any person duly
authorised by him.
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(2) A signature attached to any notice and purporting to be the
signature of any person o appointed shall be taken to be the signature of
that person until the contrary be shown,

38. Notice may be served on & person either personally or by being Service of
sent through registered post to his last known business or private address, notices.
and shall in the latter case be deemed to have been served, in the case of
persons resident in the Colony, not later than the
day succeeding the day when posted, and in the case of persons not so
resident the day succeeding the day on which the notice
would have been received in the ordinary course by post, and in proving
such service it shall be sufficient to prove that the letter containing the
notice was properly addressed and posted.

Assessments.

39.—(1) 'The Commissioner shall praceed to assess every person chargé- Commis-
able with the tax as soon as may be after the expiration of the time allowed Soer to
to such person for the delivery of his return, maxe

(2) Where & person has delivered a return the Commissioner may—

(a) accept the return and make an assessment aocordingly : or

(b) refuse to accept the return and, to the best of his judgment,
determine the amount of the chargeable income of the person
and assess him accordingly.

{3) Where a person has not delivered & return and the Commissioner
i of the opinion that such person is liable to pay tax, he may, sccording
to the best of his judgment, determine the amount of the chargeable
income of such person and assess him accordingly, but such assessment
shall not affect any liability otherwise incurred by such person by reason
of his failure or neglect to deliver a return.

40. Where it appears. to the Commissioner that any person liable to Additional
tax has not been assessed or has been assessed at & less amount than that sssesaments.
which ought to have been charged, the Commissioner may, within the
year of assessment or within two years after the expiration thereof, assess
such person at such amount or additional amount, as according to his judg-
ment ought to have been charged, and the provisions of this Ordinance
a8 to notice of assessment, appeal and other proceedings under this Ordi-
nance shall apply to such assessment or additional assessment and to the
tax charged thereunder,

41.—(1) The Commissioner shall as soon as possible prepare lists of Lista of
persons assessed to tax. pereona

(2) Such lists (herein called the assessment lists) shall contain the names soeseed oi‘“d
and addresses of the persons assessed to tax, the amount of the chargeable mmt
income of each person, the amount of tax payable by him, and such other
particulars a3 may be prescribed. '

42. For the purpose of facilitating the assessment of the income of Appointment
persons residing in the United Kingdom the Governor may appoint an of Agentin
agent in the United Kingdom who shall make enquiries on behalf of the ;;;Ldmwd
Commissioner in respect of any such person as may apply to be dealt &
with through such agent, and shall ascertain and report to the Commis-
sioner the amount of the chargeable income of such person in accordance
with this Ordinance and shall forward to the Commissioner the accounts
and computations upon which his report is based. The Commissioner on
receipt of the report shall enter the amount reported in the assessment
list; provided that if it appears to the Commissioner that any error has
occurred in the accounts or computation he may refer the report back
{or further consideration ; and provided also that nothing in this section

asseasments,
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shall prevent the appeal to a Judge in the Colony conferred by section
forty-four of this Ordinance.

43.—(1) The Commissioner shall cause to be served personally on or
sent by registered post to each person whose name appears on the assess-
ment lists a notice addressed to him at his usual place of abode or business,
stating the amount of his chargeable income and the amount of tax pay-
able by him, and informing Jim of his rights under the next sub-section.

(2) If any person disputes the assessment he may apply to the Com-
missioner, by notice of objection in writing, to review and to revise the
assessment made upon him. Such application shall state precisely the
grounds of his objections to the assessment and shall be made within
fifteen days from the date of the service of the notice of assessment, pro-
vided that the Commissioner, upon being satisfied that owing to absence
from the Colony, sickness or other reasonable cause, the person dis-
puting the assessment was prevented from making the application within
such period, shall extend the period as may be reasonable in the circum-
stances.

(3) On receipt of the notice of objection referred to in sub-section (2)
of this section, the Commissioner may require the person giving the notice
of objection to furnish such particulars as the Commissioner may deem
necessary with respect to the income of the person assessed and to produce
all books or other documents in his custody or under his control relating to
such income, and may summon any person who, he thinks, is able to give
evidence respecting the assessment to attend before him and may examine
such person (except the clerk, agent, servant, or other person confidentially
employed in the affairs of the person to be charged) on oath or otherwise.

(4) In the event of any person assessed, who has objected fo an assess-
ment made upon him, agreeing with the Commissioner as to the amount
at which he is liable to be assessed, the assessment shall be amended
accordingly, and notice of the tax payable shall be served upon such
person :

Provided always that in the event of any person who, under sub-
section (2) of this section, has applied to the Commissioner for a revision
of the assessment made upon him failing to agree with the Commissioner
a3 to the amount at which he is liable to be assessed his right of appeal
to a Judge under the provisions of this Ordinance, auamst the assessment
made upon him, shall remain unimpaired.

44.—(1) Any person who, being aggrieved by an assessment made
upon him, has failed to agree with the Commissioner in the manner pro-
vided in subsection {4) of the preceding section may appeal against the
assessment to a Judge upon giving notice in writing to the Commissioner
within fifteen days from the date of the refusal of the Commissioner to
amend the assessment as desired ;

Provided that, notwithstanding the lapse of such period of fifteen days,
any person may appeal against the said assessment if he shows to the
satisfaction of a Judge that, owing to absence from the Colony, sickness or
other reasonable cause he was prevented from giving netice of appeal
within such period, and that there has been no unreasonable delay on his

art,
g (2) Every person appealing shall attend before the Judge in person
on the day and at the time fixed for the hearing of his appeal :

Provided always that if it be proved to the satisfaction of the Judge
that owing to absence from the Colony, sickness, or other reasonable cause,
any person is prevented from attending in person at the hearing of his
appeal on the day and at the time fixed for that purpose, the Judge may
postpone the hearing of the appeal for such reasonable time aa he thinks
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necessary for the attendance of the appellant, or he may admit the appeal
to be made by any agent, clerk or servant of the appellant, on his bebalf.

(3) Seven clear days’ notice shall, unless rules made hereunder other-
wise provide, be given to the Commissioner of the date fixed for the hearing
of the appeal.

(4) The onus of proving that the assessment complained of is excessive
shall be on the appellant.

(5) 11 the Judge is satisfied that the appellant is overcharged he may
reduce the amount of the assessment by the amount of the overcharge,
and if he is satisfied that the appellant is undercharged he may increase
the amount of the assessment by the amount of the undercharge.

(6) Notice of the amount of tax payable under the assessment as
determined by the Judge shall be served by the Commissioner upon the
appellant,

{7) All appeals shall be heard ¢n camera, unless the Judge shall, on
the application of the appellant, otherwise direct.

(8) The costs of the appeal shall be in the discretion of the Judge
hearing the appeal and shall be & sum fixed by the Judge.

(9) The decision of the Judge hearing the appeal shall be final ; pro-
vided that the Judge hearing such appeal may, if he so desires, and shall,
on the application of the appellant or the Commissioner, state a case on a
question of law.

(10) The Chief Justice may make rules governing such appeals and
providing for the method.of tendering evidence and appointing places
for the hearing of such appeals and prescribing the procedure to be followed
on a case being stated.

45.—~(1) No assessment, warrant or other proceeding purporting to be Errom, ete.,
made in accordance with the provisions of this Ordinance shall be quashed, in assossments
or'deemed to be void or voidable, for want of form, or be affected by the 8nd notioes.
reason of a mistake, defect or omission therein, if the same is*in substance
and effect in conformity with or according to the intent and meaning of
this Ordinance or any Ordinance amending the same, and if the person
assessed or intended to be assessed or affected thereby is designated therein
according to common intent and understanding.

{2) An assessment shall not be impeached or affected

() by reason of a mistake therein as to :—
(1) the name or surname of & person liable ; or,
(i1) the description of any income ; or
‘(111) the amount of tax charged ;
{b) by reason of any variance between the assessment and the notice
thereof.

Provided that in cases of assessment the notice thereof shall be duly
served on the person intended to be charged and such notice shall contain,
in substance and effect, the particulars on which the assessment is made.

Relief wn Cases of Doutle Tazation.

46.—(1) Any person who has paid, by deduction or otherwise, or is Relief in
liable to pay, tax under this Ordinance for any year of assessment on any respect of
part of his income and who proves to the satisfaction of the Commissioner United
that he has paid, by deduction or otherwise, or is liable to pay, income tax \[nwm:"%u
in the Umited Kingdom for that year in respect of the same part of his '
income, shall be entitled to relief from tax under this Ordinance paid or
payable by him on that part of his income at & rate equal to the amount
by which the rate of tax appropriate to his case under this Ordinance
exceeds half the appropriate rate of United Kingdom tax. If, however,
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the rate of tax appropriate to his case under this Ordinance exceeds the
appropriate rate of United Kingdom tax he shall be entitled only to relief
at a rate equal to half the appropriate rate of United Kingdom tax.

(2) For the purposes of this section a certificate issued by or on behalf
of the Commissioners of Inland Revenue in the United Kingdom shall be
receivable in evidence to show what is the appropriate rate of United
Kingdom tax in any particular case,

(3) For the purposes of this section the expression “rate of tax”
when applied to tax paid or payable under this Ordinance means the rate
determined by dividing the amount of the tax paid or payable for the
year (before the deduction of the relief granted under this section) by the
amount of the income in respect of which the tax paid or payable under
this Ordinance has been charged for that year except that where the income
which is the subject of a claim to relief under this section is computed by
reference to the provisions of section twenty-seven of this Ordinance on
an amount other than the ascertained amount of the actual profits, the
rate of tax shall be determined by the Commissioner.

47—(1) If any person resident in the Colony who has paid, by dedue-
tion or otherwise, or is liable to pay, tax under this Ordinance for any year
of assessment on any part of his income, proves to the satisfaction of the
Commissioner that he has paid, by deduction or otherwise, or is lable to
pey, Empire income tax for that year in respect of the same part of his
income, he shall be entitled to relief from tax in the Colony paid or payable
bylhim on that part of his income at & rate thereon to be determined as
follows :—

(a) if the Empire rate of tax does not exceed one-half of the rate of
tax appropriate to his case under this Ordinance in the Colony.
the rate at which relief is to be given shall be the Empire rate
of tax ;

(b) in any other case the rate at which relief is to be given shall be
half the rate of tax appropriate to his case under this Ordi-
nance.

(2) If any person not resident in the Colony who has paid, by deduc-
tion or-otherwise, ot is liable to pay, tax under this Ordinance for any year
of assessment on any part of his income proves to the satisfaction of the
Commissioner that he has paid, by deduction or otherwise, orisliable to pay
Empire income tax for that year of assessment in respect of the same
part of his income, he shall be entitled to relief from tax paid or payable
by him under this Ordinance on that part of his income at a rate thereon
to be determined as follows :—

{a) if the Empire rate of tax appropriate to his case does not exceed
the rate of tax appropriate to his case under this Ordinance,
the rate at which relief is to be given shall be one-half of the
Empire rate of tax ;

(b) if the Empire rate of tax appropriate ta his case exceeds the rate
of tax appropriate to his case under this Ordinance, the rate
at which relief is to be given shall be equal to the amount
by which the rate of tax appropriate to bis case under this
Ordinance exceeds one-half of the Empire rate of tax.

{3) For the purposes of this section, Empire income tax means any
income tax charged under any law in force in any part of His Majesty’s
Dominions or in any place under His Majesty’s Protection (other than the
United Kingdom or this Colony), provided that the legislature of that part
or place has provided for relief in respect of tax charged on income both
in that part or place and this Colony in a manner similar to that provided
in this section.



33

(4) For the purposes of this section the rate of tax under this Ordinance
shall be computed in the manner provided by sub-section (3) of the last
preceding section of this Ordinance and the Empire rate of tax shall be
computed in a similar manner.

(5) Where a person is for any year of assessment resident both'in the
Colony and in a part or place in which Empire income tax is charged, he
shall for the purposes of this section be deemed to be resident where
during that year he resides for the longer period. .

48. Where, under any law in force in any part of His Majesty's Official
Dominions or in any place under His Majesty’s protection, provision ia **™¥-
made for the allowance of relief from income tax in respect of the payment
of income tax in this Colony, the obligation as to eecrecy imposed by
section four of this Ordinance shall not prevent the disclosure to the suthor-
ised officers of the Government in that part of His Majesty’s Dominions
or in that place under His Majesty’s protection of such facts as may be
necessary to enable the proper relief to be given in cases where relief is
claimed from income tax in this Colony or from income tax in that
part or place aforesaid.

Collection and vepayment of taz.

49.—(1) The Commissioner shall from time to time forward to the Extracts
Collector certified extracts from the assessment lists containing the names fm"t ‘i.'“:"‘w
and addresses of the persons assessed together with the amount of tax aeﬁom':;
payable by each person. Collector :

(2) Collection of tax shall in cases where notice of an objection or an procedure in
appeal has been given remain in abeyance until such objection or appeal is preves where
determined ; provided that the Collector may in any such case enforce :pi::fo:“
payment of that portion of the tax (if any) which is not in dispute. pending.

50. Tax shall be payable within thirty days after the servicesof a notice Time within
of asgessment under section forty-three of this Ordinance, which pay-

ment is to be
made.
51. Ifany tex is not paid within the period prescribed in section fifty of Penalty for
this Ordinance— ' non-payment

{a) & sum equal to [5] per centum of the amount of the tax payable :;[t:;en:ei(:

shall be added thereto, and the provisions of this Ordinance of psyment.
relating to the collection and recovery of tax shall apply to
the collection and recovery of such sum;
(b} the Collector shall serve a demand note upon the person assessed,
and if payment is not made within thirty days from the date of
the service of such demand note, the Collector may proceed to
enforce payment under the law for the time being in force in the
Colony relating to the collection of tax oras hereafter provided.

62. Where payment of tax in whole or in part has been held over Collection of
rending the result of a notice of objection or of an appeal, the tax out- t2x after
standing under the assessment as determined on such objection or appeal yion of (:lp:;c_
83 the case may be ghall be payable within thirty days from the receipt tionor np],)ed.
by the person assessed of the notification of the tax payable, and if such
tax 18 not paid within such period the provisions of the last preceding
section shall apply.

_ 83. Tax may be sued for and recovered in a Court of competent jurisdic- Suit for tax by
tion by the Collector in his official name with full costs of suit from the Collector.
person charged therewith as a debt due to the Government of the Colony
s3 well as by the means provided in section ffty-one of this Ordinance,

5.—(1) If it be proved to the satisfaction of the Commissioner that Repaymens
any person for any year of assessment has paid tax, by deduction or other- °f W&
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wise, in excess of the amount with which he is properly chargeable, such
person shall be entitled to have the amount so paid in excess refunded.
Every claim for repayment under this section shall be made within two
years from the end of the year of assessment to which the claim relates.
The Commissioner shall give a certificate of the amount to be repaid and
upon the receipt of the certificate the Treasurer shall cause repayment to
be made in conformity therewith.

{2) Except as regards sums repayable on an objection or appeal, no
repayment shall be made to any person in respect of any year of assess-
ment as regards which that person has failed or neglected to deliver a
return or has been assessed in a sum in excess of the amount contained in
his return, provided that he has received notice of the assessment made upon
him for that year: unless it is proved to the satisfaction of the Commis-
sioner that such failure or neglect to deliver a true and correct return did
not proceed from any. frand or wilful act or omission on the part of that
person.

General.

53. Any person guilty of an offence against this Ordinance shall be
liable on summary conviction before a magistrate to a fine not exceeding
one hundred pounds and in default of payment to imprisonment with or
without hard labour for any term not exceeding six months.

56. (1) Any person who, for the purpose of obtaining any deduction,
rebate, reduction or repayment in respect of tax for himself or for any
other person, or who in any return, account or particulars made or
furnished with reference to tax, knowingly makes any false statement or
false representations and '

{2) Any person who aids, abets, assists, counsels, incites or induces
another person :—

(¢) to make or deliver any false return or statement under this
Ordinance ; or
(b) to keep or prepare any false accounts or particulars concerning
anv income on which tax is payable under this Ordinance ;
shall be liable on summary conviction before a magistrate to a fine not
exceeding one hundred pounds or to imprisonment with or without hard
labour for a term not exceeding six months.

57. The provisions of this Ordinance shall not affect any criminal pro-
ceedings under any other Ordinance or Law.

58.—(1) The Governor in Council may from time to time make rules
generally for carrying out the provisions of this Ordinance and may, in
particular, by those rules provide :—

(a) for the form of ‘returns, claims, statements and notices under this
Ordinance ;

{8) for the deduction and payment of tax at the source in respect of
emoluments and pensions payable out of the revenue of the
Colony ;

(c) any such matters as are authorised by this Ordinance te be
prescribed.

(2) All rules purporting to be made in pursuance of this section ghall
be published in the Gazette and shall come into operation on such publica-
tion or at such other time as may be nanied in such rules,

{3) If any person fails to comply with or contravenes the provisions of
any rule made under this Ordinance he shall be guilty of an offence against
this Ordinance.

{4) All rules made under this Ordinance shall be judicially noticed.



APPENDIX IIL

TABULAR CALCULATION TO ILLUSTRATE WORKING OF THE ProPoSED SYSTEM OF SETTING-OFF OF LossEs AgaiNst FUuTurRe Prorirs (sce
PARA. 22 oF THE REPORT AND SEcTION 13 OoF THE MoODEL INCOME TAXx ORDINANCE).

In each of the first three cases it is assumed that there is a flat-rate of tax of 1s. in the £, 4.e., b per cent., and that no allowances
arc due under sections 14 and 18 of the Ordinance. Each example salso starts from the assumption that ju the year 1930 the taxpayer
incurred a total business loss of £10,000, but received £5,000 from other sources of income. The net loss, therefore, which could not

be et off against other income in 1930 is £5,000,
Casg I.—Casec in which there is a loss in one year only, and full allowance is made :—

1. 2. 3. 4. 5. 6. 1. 3,
Year of | Assessment |{Totalincome| Tax payable| Maximum | Allowance of Balance of
— assess- | i8 in respect | for year in | if no allow- | allowancec of | tax in Col. 6 loss still to
ment. of income of | Col. 3 before} ance was | tax (= half | represents an be carried
year. deducting made for amount in | allowance of forward,
loss brought | loss brought Col. b). loss equal to
forward is forward.
Year in which loas is brought into £ £ £ . £ £
assessment 19031 1830 Nil —_— — — 5,000
1at year of assessment after 1931
assvasment e ree 1932 1931 5,000 250 125 2,500, 2,600
2nd do. do. 1933 1932 1,000 B0 25 H0ou 2,000

[Continued overleaf.
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APPENDIX IH.-—continued.

1. 2. .3. 4, 5. 6. 7. 8.
Year of | Assessment | Total income| Tax payable| Maximum | Allowance of Balance of
assess- | isin respect | for year in | if no allow- | allowance of | tax in Col. 6 | loss still to
ment. of income | Col. 3 before| ance was | tax (= half | represents an be carried
_— of year deducting made for amount in | allowance of forward.
loss brought | loss brought Col. 5). loss equal to
forward 1s forward. :
3rd year of assessment after £ £ £ £ £
1931 assessment ... 1934 1933 2,000 100 50 1,000 1,000
4th do. do. - 1935 1934 1,600 80 40 800 200
5th do, do. 1936 1935 2,000 100 50 Remaining £200 {on which tax

i less than £50) can be set off
and 1930 loss is exhausted ;
the allowance in 1936 required
for this purpose being only

£10.

Case II.—In Case 1. above, if the income arising in 1935 and assessed in 1936 had been only £200 (say), half tax payable on £200 = £5,
and amount of loss allowable would be only £100. But as the provisions of the Act do not provide for any allowance after the
year of assessment 1936, for a loss incurred in 1930, allowance could never be made for the remaining £100 of the loss.
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Case 111~ Case where a fresh loas is incurred while allowance is still being made for a previous loss.

1. 2. 3. ry 5. 6. 1. s.
Ycar of | Assessment |Total incomel Tax payable| Maximum | Allowance of Balance of
assess- | ia in respect| for year in | if no allow- | allowance of | tax inCol. 6 loas still to
—_— ment. of income | Col. 3 before| ance was tax (==half |represents an be carried
of year. deducting made for amount in | allowance of forward,
loss brought | loss brought Col. B). loss equal to
forward is forward.
Year in which firat loss is brought £ £ £ £ £
into assessinent ... e 1931 1930 Nil —_ —_ — 5,000
Iat year of asscssment after 1931... 1932 1931 " B,000 250 125 2,500 2,600
2nd do. do. 1933 1932 1,000 50 25 500 2.000
3rd do. do.
in which a second loss is brought
into assessment 1934 1933 Nil — — — 1st loss, £2,000
2nd ,, £2,000
4th year of assessment after 1931 [83] 500 (1) 1600
Ist do. do. 1934 19356 1934 1,600 50 25 {2) Nil (2) 2,000
Hth do. do. 1931 (1) 1,000 (1) Balance of
£500  cannot
be carried
further.
2nd do. do. 1934 1936 1935 2,000 100 b0 (2) Nil (2) 2,000
3rd do. do. 13934 1937 1936 2,000 100 50 2) 1,000 {2) 1,000
1th do. do. 1934 1938 1937 1,600 R8O 40 {2) 800 (2) 200
bth do. do. 1934 1339 1338 1,000 50 25 {2) Balance of £200 allowed

for.

{The figures (1) and (2) refer to the first and second losses in 1930 and 1933 respectively.)
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APPENDIX I.—continued.

Case IV.—Of an individual subject to the following assumed scale of tax :—

On next £200 ... 1s. 34. in the £.

,» next

On first £100 nil.

100 ... 3d. in the £.

100 ... 6d.
150 ... 94.
150 ... 1s.

t1

"

»»
i1

On all over £2,000 2s. 3d.
It is assumed that the individual in question is a bachelor, and that no allowance is due in respect of earned income.

» 200 .. 1s.6d.
w 500 .. 1594
. 500 .. 2s.0d

It is assumed that in 1930 there is a loss, which cannot be set off against other income, of £2,000.

22

2.

3.

4. 5. 6. 7. 8. 9. 5
Year of | Assessment |Totalincome | Tax payable| Maximum | Taxin Col. 6} Lass which | Balance of
assess- | is in respect | for year in | if no allow- | allowance of | represents | can be set | loss still to
ment. of income ; Col. 3 before] ance was |tax (= half| taxonan | off. (Col. 4 | be carried
—_ of year. . deducting made for amount in income of | less Col. 7). forward.
loss brought | loss brought Col. 5).
forward is forward.
Year in which loss is £ £ s d £ s d £ £ £
assessed ... 1931 1930 Nil — — — — 2,000
1st year after year of
assessment 1932 1931 1,000 44 7 6 22 3 9 685 315 1,685




2nd year after year of
assessrnent e .| 1933
3rd do. do. 1934
4th do. do. 1935
5th  do. do. 1936

1932
1933
1934
1935

1,500
2,000
1,000

800

138
44
29

-1 = N W

(IR - - N -

44 1
69 1
22 3
14 13

®© 0 W W

996
1,282
685
556

504

718

315
(244)

1,181
463
148

Loss ex-
hausted.

Case V.-—In Cese IV. above—if the income arising in 1935 and asseased in 1936 had been £400 only, the tax thereon would have been
£7 10s. Half of thia tax is £3 15s., and this represents tax on first £300 of income.
have set off only £100 of the £148 balance of loss outstanding. Allowance could never have been made for the remaining £48.

It would have been possible, therefore, to
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APPENDIX IIL

The following example is intended to explain the proviso to sub-
section (1) of Section 23 of the Model Ordinance relating to the deduction of
tax from the dividends of companies. (Vide also para. 29 of the Report.)

A company is resident in the Colony, where its chargeable income for
a year of assessment amounts to £6,000, made up as follows :—

£
Profits of the year preceding the year of assess-
ment arising in the Colony ... 5,000
Profits received in the Colony during ‘the yea.r
preceding the year of 2s.::sment and derived
from business operations carried on by the
Company outside the Colony... ... .. 1,000
£6,000

The Company paya tax in the Colony on this amount at the flat rate
of Xs. in the £.

The Company’s profits outside the Colony during the year preceding
the year of assessment amounted to £5,000 and out of the total profits of
£10,000 for that year (£5,000 inside the Colony plus £5,000 outside the
Colony), the Company paid dividends amounting to £9,000.

Section 23 ot the Ordinance provides that in & case of this nature
the Company’s right of deduction shall be restricted to that *portion
of the dividends which is paid out of income on which tax is paid or pay-
able by the Company.” In the case taken, the Company would, under
Section 23, be entitled to deduct tax from six-tenths of the total dividend
of £9,000, that is, from £5,400 of the dividend.

Printed under lht authority of HIS MATESTY'S STATIONERY OFFICE
by Pxacy Lowp, Huxrazizs & Co. L1o.

(28624) Wt 630/2332/Ps.3505. 1,250, 9/38. eaR. & co.Ltp. G.943.



