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NOTICE. 

Names can be reg~red for the supply of ~~ to 
the Income-tax Manual on payment of an· annual subscrip
tion of Re. 1. Single copies of the'b:Jrre(tion lists may be 
obtained at three ann8S each post free. 

Subscriptions sho~d be paid to the 'Manager.·Gove'm

ment of India Central Ppbli.ration Br&nc~ 3, Government 
Place. West. Calcutta. 



PREFATORY NOTE TO THE mST ED1TION. 

The statutory provisions relating to income-tax are con
tained in Parts I and II of this Manual. Part I con~ins 
the Income-tax Act and the relevant portion of the Finance 
Act, and Part II contains the rules made under the Act. 

A • 
Par,t III contains instructions and notes designed to 

assist income-tax authorities in the determination of ques
tions which are bound to arise in assessments under the new 
Act. These instructions and notes have no statutory force 
but income-tax authorities should 'conduct assessmen~ in 
accordance with them until they ar~ cancelled or amended, 
unless in any particular instance the IncOme-tax Commis
sioner should desire to suspend action on any. particular 
instruction' pending 'a represelltatioli to'the Board of Inland 

I • '. • Revenue. '. . • . .. ". .. ".. . . ... 
In the marginal referenoes." 1t!'.!!.~ a rtile in Part 

II "S" a section of the Act in Part I 1Uld "P" a , i\' , 

paragraph in Part III of. tpe Manual.· 
• 

SnlLA; } 
Til. 10th April 1922. 

• G. G. SIM, 
Member, Boord oj Inland /le'IJmup. 

• 
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ACT No. XI OF 1922, AS SlJBSEQUEN:rLY AMENDED. 

A n A ct to consolidate and amend the law 1'8lating to 
Income-taa;and Super-taa;. 

WHEREAS it is expedient to consolidate and amend the 
law' relating to Income-tax- and Superctax; It is hereby' 
-enacted as follows :- -

I. (1) This Act may be called thEl Indian Income-tax 
'Sheri title, extent Act, 1922 . 

... cI,,""mm .... lIDent. 
(9) It extends io the whole of British'India, including P. 1. 

British Baluchistan and tht' Sonthal Parganas, and applies' 
.alsQ,within the dominions of Princes and Chiefs' in India 
in alliance with His Majesty, to British subjects in those 
,dominions who are in the service of the Government of 
India or of a local authority established in the exercise of 
the powers of the Governor General in Council in' that. 
behalf, and to all other servants of His Majesty iJ;!. thosa 
-dominions. 
192~~) It shall come in~.orce on t?e first day o.f ~pril, 

2. In this Act, unless there is anything repltgnant in 
DeflDitiODL the subject or context,- . 
(1) .. agricultural income" means-' '.' .P.2. 
(a) any rent or revenue derived from land which' is' , 

used for agricultural purposes, and- ,is either 
assessed to land-revenue. ill British India or 
subject to a local rate assessed .and collected 
bv officers of Government as such; ,.. .. . 

{b} any income derived from such land by-
(i) agriculture, or 

(il) the performance by a cultivator or receiver of 
rent-in-kind of any process ordinarily em
ployed by a cultivator or receiver of :reqt-in
kind to render the produce raised or received 
by him fit to be taken to market, or . 

(iii) the sale by a cultivator or receiver of rent-in
kind of the produce raised or received by 

-him, in respect &f which DO process has been 
• • u .2 
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performed other than a process of the nature" 
described in sub-clause (ii); 

(c) any income derived from any building owned and 
occupied by the receiver of the rent or revenue 
of any such land, or occu.pied by the cultiva.
tor, or the receiver of rent-m-kind, of any land 
with respect to which, or the produce of which, 
an:y operation mentioned in sub-clauses -(ii) and 
(iiz) of clause (b) is carried on : 

Provided that the building is on or in the immediate 
vicinity of the land, and is a building which the receiver of 
the rent or revenue or the cultivator or the receiver of the 
rent-in-kind by reason of his connection with the land, 

- requires as a dwelling-house, or as a store-house, or other 
out-building; • 

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

(3) " Assistant Qo=issioner" means a person ap
-pointed to be an Assistant Co=issioner of Income-tax 
nnder section 5; 

(4) "business" includes /lny trade, commerce, or 
manufacture or any adventure or: concern in the nature of 
trade, cp=erce or manufacture; 

"'C4A) "The Central Board of Revenue" means the 
Central Boud of Revenue constituted nnder the Central 

'Board of Revenue Act, 1924; 
(5)"" Commissioner" means a person appointed to be 

a Commissjoner of Income-tax nnder section 5. 
__ (6)" company" 'means a company as defined in the. 

Indian Companies Act, 1913, or formed in pursuance of 
4l.Il Act of' Parliament or of Royal Charter or Letters 
Patent, or of an Act of the Legislature of a British posses- VB oj 

sion, and includes an,. foreign association carrying on 1911. 
business in British IndIa whether incorporated or not, and 
whether its principal place of business is situated in British 
Inlli;!. or not, which the tCentral Board of Revenue may, 
by general or special order, declare to be a company for the 
purposes of this Act; 

• This clause W88 inserted by the Central Board 01 :aevODU8 Acl, 1m (IV 
01 1924). 

t- Amended by the Central ~ of Raven ... Act, lIl24 (IV 01 1m). 
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·(6A) .. firm .. , .. partner" and" partnership" have 
the same meanings respectively as in the Indian Contract 

of Act, 1872; and 
~ . 
. (7)" Income-tax Officer" means a person appointed 
to be an Income-tax Officer under section 5. . . . 

(8) .. Magistrate .. means a Presidency Magistrate or 
a Magistrate .of the first class, or a Magistrate of the 
second class specially empowered by the Local Government 
to try offences against this Act; 

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

under this Act; . 
(11) "Frevious year" means- . P.6. 
(a) the twelve months ending on the 31st day of March 

next preceding the year .for which the assess
ment is to be made, or, if the accounts of the 
assessee have been made up to a date within the 
said twelve months in respect of a year ending 
on any date other than the said 3Ist day of 
March, then at the option of the assessee ~ht' 
year ending on the day to which his .1lccounts 
have so been made up : 

Provided that, if this option has once been exer
cised by· the assessee, it shalt not again be 
exercised so as to vary the meaning of the 
expression ." previous year .I'. as then appli
cable to such assessee except with the consent 
of the Income-tax Officer and upon such. oondi
tions as he may think fit; or 

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

(1.f) "principal officer," used with reference to a local P. 7.1 
authority or a company or any other public body or anyt 
association, means-

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



P.9. 

P:10. 
R.2-6. 
P.ll. 

P.10. 

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

(137. II public servant" has the same meaning as in the XLV", 
Indian PelitIJ. Code' 1860. .. , 

(14) .1' registered firm' means a firm registered under 
the provisions of section 26A; 

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

(16) .. unregistered firm " means a firm which is not a 
registered firm.. . 

= .. .' 
CHAPTER I. 

CHARGE OF INCOME-TAX. 

P. 2, 6, 3. Where any Act, of the Indian Legislature enacts that 
11, 12, rn.._ f' income-tax shall be charged for, anTe 
13 14, ~-•• 0 moome-tax. tes l' h , • - year at any rate or ra app lca e 
15. to the total income of an assessee, tax at the rate or those 

rates shall be charged for that year ,in I).Ccordance with, 
and subject to the provisions of, this Act in respect of all 
income, profits and gains of the previous. year of every 
tindividual, Hindu undivided family, company, firm and 
other association of individualsj 

Y.13, 15, 4. (1) Save as hereinafter provided, this Act shall 
16. A Ii' f . apply to all income, profits O!" gains, as· 

pp e&tiC!ll 0 Act. described or comprised in section 6, 
from whatever source derived, accnimg or arising, or 
received in British India or deemed under the provisions of 

• Amended by the Income-t&x (Amendment) Act, 1930 (XXI of 1930). 
t Amended by the Income-t&x (Amendment) Act, 1m (XI of 1m). 

. l NOTB.-The amendments made in 8ectioD& 3 55 and 56 of the Act by 
, the Indian Income-tax (Amendment) Act, 1924 (ii of 1m) shall have effect 
as if they had besn made on the first day of April 1923, and income-tax ~d • 
super-tax shall be deemed to have besn chargeable for the year commenClng 
on that date and to be chargeable for the year commencing OD the first day 
of April, 1m, at the rate or rates applicable for those years ~ the total 
income of an individual, in respect of the income, profitt and ga1D. and of 
the total income, respectively, of every Association of individuals for which 
no J'lLte of tax baa been othenrise llid down by law. 
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.this Act to accrue,· or arise, or to be received in British 
[[ndio.. 

(11) Profits and gains of a business accruing or arising P.1S. 
without British India to a person resident in British 
India· shall, if they are recei'Ded in or brought into British 
India, be deemed to ha'De accrued or arisen in British India 
and to be 'Profits and gains 0/ the year in which they arB 

. 80 recei'D,ed or brought, notwithstanding the faci tha~ they 
did not so accrue or arise in_that year, provided that they 
are so received or brought in within three years of the end 
of the year in which they accrued or arose. 

Errplanation.-Profits or gains accruing or arising 
without British India shall not be deemed to be received or 
brought into British India within the meaning' of this suL
section bv reason only of the fact that the~ are taken into 
account in the balance sheet p~pared in British India.. 

(9) This Act shall not apply.to t11e following classes of P.1'7. 22. 
income :- . 6L 

(l) Any income derived from property held under P. 19. 
trust or other legal obligation wholly for re
ligious or charitable purposes, and in the case 
of property so held in part only for such pur
poses, the income applied, or finally set apart 
for application, thereto. . . 

(i1) Any income of a religious or charitable institu- P. 19. 
tion derived from voluntaI'f contributions and. • 
applicable solely to religto~ or charitable 
purposes. 

(iii) The income of local authorities. . W) 

(ill) Interest on securities which are held by, or are P. 20, 2l. 
the property of, any Provident Fund to which . 
the Pt-avident Funds Act, 1897, applies,t· . 
• • 

(Il) Any capital sum received in commutation of the P. 20. 
whole or a portioa of a pension, or in the nature 
of consolidated compensation for death or' 
injuries, or in payment of any insurance policy, 

• A_ded b7 the I" ... m- tax (Furtber 'owndown$) A"'. 19113 (llVII 
'" 19l13). 

t B_e!ed b:y the lacame lax (Ameadment) Ad. 19K (XI of 1m). 
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or as the accumulated balance at the credit of 
a.subscriber to any such Provident Fund. . 

(v~') Any special allowance, . benefit or perquisite 
. . specifically granted to· meet expenses wholly 

and necessarily incurred in the performance 
of the duties of an office or employment. of 
profit. 

(1Jii) Any receipts not being receipts arising from' 
business or the exercise of a profession, voca
tion or occupation, which are of a casual and 
non-recux:ring nature, or are not by way of 
,addition to the remuneration of an employe. -

P.2. 
P.20-A. 

(vii~') Agricultural income.', 
*(ix) Any income received by trustees on behalf of a 

recognised provident fund as defined in clause 
. (a) of section 5§-A. 

P.24. 

In this sub-section " cl1aritable purpose " includes re
lief of the poor, education, medical relief, and the advance
ment of any other object of genera1 public utility. 

CHAPTER II. 

INCOME-TAX AUTHORITIES. 

5. (1) There shall be the following classes of Income-
I to 'h' . tax authorities for the purposes of this 

Dcome- x au ... onties. A t I' . c, namey.-
(a) the Central Board of Revenue, 
(b) Commissioners of Income-tax, 
(c) Assistant Commiss'ioners .of Income-tax; and 
(d) Income-tax Officers . 

• 

* • • • • 
tea) There shall be a Commiss~oner of Income-tax for 

each province who shall be appomted by the Governor 
.. General in Council . 

• lDBerted by the Income-tu: (provident Funcia Belief) Act, 1929 (XII of • 
1929). 

t Repealed by the Central Board of Revenue Act, 1924 (IV of 1924). 
l Amended by the Income-tax (Amendment) Act, 1928 (XVI of 1928). 
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(4) Assistant Commissioners of Income-tax and Income
tax Officers shall, subject to the control of the Gov~nor 
General in Council, be appointed by the Commissioner of 
Income-tax by order in writing. They shall·· perform 
their functions in respect of such classes of perso1).s and 
such classes of income and in respect of such are1l,s as the 
Commissioner of Income-tax may direct. The Cemmrs
sioner may, by general or special order in writing, direct 
that the powers conferred on the Income-tax Officer and 
the Assistant Commissioner by or vnder this Act shall, 
in respect of any specified c~e or class of cases, be exer
cised by the Assistant Commissioner and the Commissioner, 
respectively, and, for the purposes of any case in respect 
of which such order applies,' fefflrences in this Act or in 
any rules made hereunder to toe Income-tax Ufficer and the 
Assistant Commissioner shall -be deemed to be references 
to the Assistant Commissioner and the Commissioner, 
respectively. • 

(5) The Central Board of Revenue may, by notification 
in the Gazette of India, appoint Commissioners of Income
tax, Assistant Commissioners .01 Income-tax and Income
tax Officers to perform such·ftmctions in respect of such 
classes of persons or such classes of income,and for such 
area, as may be specified in the notification, and thereupon 
the functions so specified shall cease, within the specified 
area, to be perform~ in respect of the specified classes of 
persons or classes of mcome, by the authorities appointed 
under sub-sections (3) and (4). 

(6) Assistant Commissioners of Income-tax and Income
tax Officers appointed under sub-section (4) shall, for the 
purpos~'of thIS Act, be subordinate to the Commissioner 
of Income-tax appointed under sub-section (3) for the pro
vince in which they perform their functions. 

CHAPTER III. 
TAXABLB INCOME. 

S. Save as otherwise provided by this Act, the follo"{-' 
B .. d. of in ...... ing heads of income, profits and gains-,P.l3. 

oh ..... bl. IiO iIl_ shall be chargeable to income-tax in 
&alt. the manner hereinafter appearing. 

namely:-
(I) Salaries. 
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(it) Interest on securities. 
(iit) Property. 
(iv}:Business. 
(v)' Professional earnings. 

(Vt) Other Sources. 

7. (1) The tax shall be payable by an assessee under the 
Salaries. head .. Salaries" in res~ct of 3;ny 

salary or wages, any .. annUIty, 'pensIon 
or gratuity, and any fees, commissions, perquisites or 
profits received by him in lieu of, or in addition to, any 
salary or wages, which are paid by or on behalf of Govern
ment, a local authority, a company, or any other public 
body or association, or by..or on behalf of any private 
employer: 

*E3Iplanation.-The right of a person to occupy free 
of rent f1S a pLace of residence any premises provided by 
his ~mployer is a perquisite for the purposes of this sub
sectIOn: 

P.Il. 56. Provided that the tax shall not be payable in respect of 
any sum deducted nnder the.!-tuthority of Government from 
the salary of any individual for the purpose of securing to 
him a deferred annuity or of making provision for his wife 
or children, provided that the sum so deducted shall not 
exceed one-sixth of the salary. 

P. I, 15, (2) Any ,income which would be·chargeable nnder this 
26. head if paid in British India shall be deemed to be so 

chargeable if paid to a British subject or any servant of 
His Majesty in any part of India by Government or by a 
local authority established by the Governor General in 
Council. , 

P.16, 28. 8. The tax shall be payable by an assessee under the 
. , head .. Interest on securities" in re-

P.ll. 

Interest on ·~ecariti... spect of the interest receivable by him on 
any security of the Government of India or of a Local 
Government, or on debentures or other securities for money 
issued by or on behalf of a local authority or a company: ,., 

Provided that no income-tax shall be payable on the in- ' 
wrest receivable on any security of the Government of India 
issued or declared to'be income-tax free:' 

.• lDserted by the Inoome-taJ: (Amendment) Act, 1923 (XV .,f 1923), 
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Provided, further, that the income-tax payable on the 
interest receivable on any security of a Local Government 
issued income-tax free shall be payable by that Local Gov
ernment. 

9. (1) The tax: shall be payable by an assess~ under P. 29. 31, 
the head " Property" in respect of the 32. 

Property. bond fide annual value of property con-
sisting of any buildings or lands appurtenant thereto of· 
which he is the owner, other than such portions of such 
property as he may occupy for the purposes of his business; 
subject to the folll8wing allowances, namely: 

(t) where the property is in the occupation of the P. 31. 
. owner, or where jt is let to· a tenant and the 

owner has undertaken. to bear the cost of 
repairs, a sum equal to one-sixth of such value; 

(ii) where the property "is in the occupation of a P. 32. 
tenant who has undertaken to bear the cost 
of repairs, the difference between such value 
and the rent paid by the tenant up to 'but not 
exceeding one-sixth of such value; 

(iiI) the amount of any annual premium paid to in- P. 33. 
sure the property against risk IOf damage or 
destruction' ." .. , 

(iv) where the property is subject to a mortgage or 
charge or to a ground rent, the amount of any 
interest on such mortgage or charge or of any 
such ground rent; • 

(tl) any sums paid on account of land-revenue in P.53. 
respect of the property; 

(rn) in respect of collec~ion char~s, a sum not ex- P. 34. 
; . ceedmg the prescrIbed manmum; R. "I. 

<tlii) in respect of vacancies, such sum as the Income- P. 34-A, 
tax: Officer may determine having regard to the 35. 
circumstances of the case : 

Provided that-the aggre~te of the allowances made P 36 
under this sub-section shall In no case exceed the annual • • 
value. 

(I) For the purposes of this section, the expression P. 30 • 
.. annual value' shall be deemed to mean the sum for 
which the property might reasonabll be expected to let 
from year to year: 
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P. 30. Provided .that, where the property is in the occupation 
of the owner for the purposes of his own residence, such 
sum shall, for the purposes of this section, be deemed not 
to exceed ten per cent. of the total income of the owner. 

P. 37, 39. 10. (l) The tax' shall be payable by an assessee under 
51. B . . the head " Business .. in respect of the 

88m.... profits or gains of any business carried 
on· by him. 

P.37, 40, (2) Such profits or gains shall be computed aftel'mak-
41. ing the following allowances, namely:-

P.42. 

P.43. 

P.44. 

p.45. 

(i) any rent paid for. the premises in which such 
business is carried on provided that when any 
substantial part of the premises is used as a 
dwelling-house by the assessee, the allowanoe 
under this clause shall be such sum as the' 
Income-tax Officer may determine having 
regar~ to the proportional part so used; 

(i~) in respect of repairs, where the assessee is the 
tenant only of the premises, and has under
taken to bear the cost of such repairs, the 
amount paid on account thereof, provided that, 
if any substantial part of the premises is used 

. hy the assessee as a dwelling-house, a propor
tional part only of such amount shall be 
allowed; 

(iiz) in. respect of capital borrowed for the purposes 
of the business, where the payment of interest 
thereon- is not in any way dependent on the 
earning of profits, the amount of the interest 
paid; 

,Er.cplanation.-Recurring subscriptions paid periodi
cally by shareholders or subscribers in such 
Mutual Benefit Societies as may be prescribed, 
shal1 be deemed to be capital borrowed with
in the meaning of this clause; 

in respect of insuranoe against risk of damage 
or destruction of buildings, machinery, plant, 
furniture, stocks or stores, used for the pur
poses of the business, the amount of any pre
mium paid; 
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(11) in rellpect of current repairs to such buildings, P; 43-
machinery l plant, or furniture, the amount 
paid on account thereof; 

(vi) in respect of depreciation of such buildings, P. 48-
machinery, plant, or furniture being the 
property of the assessee, a sum equivalent to 
such percentage on the original cost thereof to 
the assessee as may in any case or class ot cases B. 8-9. 
be prescribed: -

Provided that-

{a) the prescribed particulars have been duly fur
rushed; 

(b) where full effect cannot be given to any such 
allowance in any year owing to there being no 
profits or gains chargeable for that year, or 
owing to the profits or gains chargeable being 
less than the allowance, the allowance or part 
of the allowance to which effect has not been 
given, as the case may be, shall be added to the 
amount of the allowance for depreciation for 
the following year and deemed to be part of 
that allowance, or, if there is no such allowance 
for that year, be deemed to be the allowanc~ 
for that year, and so on for succeeding years; 
and 

(c) the aggregate of all such allowances ma.de under 
this Act or any Act repealed hereby, or under 
the Indian Income-tax Act, 1886, shall, in no 
case, exceed the original cost to the assessee of 
the buildings, maChinery, plant, or furniture, 
as the case may be; 

(mi) in respect of any machinery or plant which, in P. 47. 
consequence of its having become obsolete, has 
been sold or discarded, the difference between 
the original cost to the assessee of the machinery 
or plant as reduced by the aggregate of the 
allowances made in respect of depreciation 
under clause (til), or any Act repealed hereby, 
or the Indian Income-tax Act, 1886, and the 
amount for which the machinery or plant is 
,actually sold, or its scrap value; • . . . 
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P.47 .. &- -(viia) in respect of animals which have .been used fOJ! 
the purposes of the business otherwise than as 
stock in trade and have died or become per
manently useless for such purposes, thEt 
difference between the original cost to the as
sessee of the animals and the amount, if any, 
realised in respect of the carcasses or animals; 

P.48 .. 53. (viii) any sums paid on account of land-revenue, local 
rates or municipal taxes" in respect of such. 
part of the premises as is used for the purposes 
of the business; 

P.48-A. t(viiia) any sum paid to an employee as .bonus or com
mission for services rendered, . .where such sum 
would not have been payable to him as profits 
or dividend if it had not been paid as bonus or 
commission: 

P. 40. 49, 
51. 

. Provided that the amount of the bonus or co=ission . 
is of a reasonable amount with reference to

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

(b) the profits of the business for the year in 
question; and 

(e) the general practice in similar businesses; 
(i3J) any expenditure (not being in the nature of 

capital expenditure) incurred solely for the· 
purpose of earning such profits or gains: 

tProvided that nothing in clause (viiz) or clause (i3J) 
shall be deemed to authorise the allowance of any sum paid 
on account of any cess, rate or tax levied on the profits or 
gains of any business or assessed at a proportion of or 
otherwise on the basis of any such profits or gains. 

P.37. '. (3) In sub-section (2), the word "paid" means 
. actually paid or incurred. according to the method of ac
count~g upon the basis oJ which the profits or gains are 
computed under this sectie,n. 

P.37. 11. (1) The tax shall be 'payable by an assessee under 
Professiona1- earnings. ·..the head .. Professional .earnings" in 

. respect of the profits or gaIns of any pro-
fession or vocation followed by him . 

• Inserted by the IncoDl&-tu: (Amendment) Act, 1928 (III of 1928). 
t Ineerted by the Indien InOODl&-tu: (Tbird Amendment) Act, 1930. 

(XXIII of 1930). 
l Ineerted "by tb .. IncoDl&-tu: ~endmen.) Act,' I928 (III of 1928). - . 
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. (eY Such.profits OJ: gains' shall be computed after mak- P. 51-A,. 
ing 81J.?wance for .any ex;penditure (not being in the natUre • 53. 
~f .Qapltal expenditure). mcurred solely for the purposes of . . 
such professIOn or vocation, provided that no allowance. 
ahall be made on aocount of any persorial expenses of the 
assessee. . , -

(3) Professional fees paid in any part of India to a P. 15. 
person ordinarily resident in British India shall be deemed . 
to be profi~s or gains c4argeable under this head. 

12. (1) Thl!tax shall be payable by an assessee under P. 29. 
Other IOU"'" the head .. Other sources " in respect of 

income, profits and gains of everv kind 
and from every source to which this Act applies (if not 
included under any of the preceding heads). 

(2) Such income, profits and gains shall be computed P. 52, 53. 
after making allowance for any expenditure (not being in 
the nature of capital expenditure) inourred solely for the 
purpose of making or earning such income, profits or gains, 
provilied that no allowance shall be made on aocount of any 
personal expenses of the assessee. 

13. Income, profits and gains shall be computed, for P. 37. a8. 
u th d of ';0. the purposes of sections 10, 11 and 12" 50. 

o 0 .... u-o. in aocordance with the method of ac-
.counting regularly employed by the assessee : 

Provided that, if no method of aocounting has been re
~arly e!f1J?loyed, or if the method emplt>ye~ is such that, 
m the opmlOn of the IncoIlle-tax Officer, the mcome, profits 
and gains cannot properly be deduced therefrom, then the 
oomputation shall be made upon such basis and in such 
manner as the Income-tax Officer may determine. . 

14.' (1) The tax shall not lJe. payable ~y an ~ee.in p. 11. 54-
'Bzompt.lou of a respect of . any sum which he receives as 

paoral _tun. a member of .. a.Hindu tmdivided family. . 
(.f) The tax shall not be payable by an assessee in 

fllSptlC't .of- ... 
(a) any sum which he receives by way of dhidends as 

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

. ~ . 
{b) such an amount of the profits 0. ~ns of any firm P.Io. 55. 

which have been assessed to lDC'Om .. tax '8S is' .. 
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proportionate to his share in the firm ·at the' 
time 0/ such assessment; or 

t(e} any sum which he receives as his share of the' 
profits or gains of an association of individyals, 
other than a Hindu undivided family, company 
or firm, where such profits or gains have been. 
assessed to income-tax. . 

P. 11, 56. 15. (1) The tax shall not be payable by an assessee iii· 
Exemption in tho respect of any sums paid by him to effect 

C8BO of lifo insuranc... an insurance on his own life or on the 
life of his wife, or in respect of a contract for a deferred 
annuity on his own life or on the life of his wife, or as a 
contribution to any Provid~nt Fund to which the Provident 
Funds Act, 1897, applies. 

~*' *' .. • • • .~~ 
(2) Where the assessee is a Hindu undivided family, 

there shall be exempted under sub-section (1) any sums paid 
to effect an insurance on the life of any male member of the 
family or of the wife of any such member. • 

P. 11. . (3) The aggregate of any sums exempted under this 
sectIon shall not, together WIth any sums exempted under 
the proviso to sub-section (1) of section 7, tand any sums; 

P.20-A. exempted under sub-section (1) 0/ section 58-F exceed one
sixth of the total income of the assessee. 

P.ll. 16. -(1) In computing the total income of an assessee-
E t

· d ;;ums exempted under the proviso to sub-
xemp.onsan ox· • () f . 7 h . 

elusions in dotermining sectIOn 1 0 . sectIOn , t e proVISOS to. 
the total income., section 8, sub-section (2) of section 14-
and section 15, shall be included. 

P 57 63 (2) For the purposes of sub-section (1), any sum men-
• • 'tioned in clause (a) of sub-section (2) of section 14 shall be

.increased by the amount ofiilOome-tax payable by the com-
pany in respect of the diy~d,~_nd received. 

P 11 58 17. Where owing toth~ ':fact that the total income of 
• • • Reduction of tax iUly ~s~s~ hal!. re~ched or ex~eded a-

whe~ m~rgjn .• bove. certam llimt he IS lIable to pay Ipcome
certalD limit .. sma1I. tax or to pay income-tax at a higher rate, 
the amount of income-tax payable by him shall, where-

• Inaortod by the Inoome-tax (Amendment) Act, 1928 (III of- 1928). 
~ Inaerted by the Inoome-tax (Amendment) Act, 1930 (XXII of 1930) . 

• Repealed by the Inoome-tax (Amendment) Act, 1924 (XI of 1924) • 
. .. : lneertod l>;y the Income-tax (Provident Funds Relief) Act, 1929 (XI1o. 
Gf 1929). - -
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necessary, be reduced so as not to exceed the aggregate of 
the following amounts, namely:-

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

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

CHAPTER IV. 

DEDUCTIONS AND' ASSESSMENT. 

18. (1) Income,-tax shall, unless othe~se prescribed P. 59. 
paymont b:r dodu.. m the case of any securIty of the Gov

tion at lOurc., ernment of India, be leviable in advance 
by deduction at the time of payment in respect of income 
chargeable under the following heads:- ' 

(i) " Salaries "; and 
• (i1) " Interest on securities." 

(25" Any person responsible for paying any incOme P. 25. 56. 
chargeable under the head .. Salaries .. shall, at the time 60. 
of payment, deduct income-tax on the amount payable at 
the rate applicable to the estimated income of the assessee 
under this head: 

Provided that such person may, at the time of making 
any deduction, increase or reduce the amount to be deduc
ted under this sub-section for the purpose of llrljusting 
any excess or deficiency arising out of any previous declue
tion or failure to deduct. 

·(2a) Notwithstanding anything hereinbefore con
tained, for the purpose 0$- making the deduction under 
sub-section (2), there'S'hall be included in the amount 
payable any income chargeabl",Imder the head • Salaries •. 
which is payable to the assessee out of India by or on behalf 
of Government, and the value in rllpees of such income R. ll-A. 
shall be calculated at the prescribed rate of exchange. P. 59. 

(3) The person responsihle for paying any income P. 23, 28. 
chargeable under the head " Interest on securities" shall, 6L 
at the time of payment, deduct income-tax .on the amount 
of the interest payable at the maximum rate. • • 

• IDMrtad h,:r .... lJnrcJmo>.tas (SeooDd AIIleadmeIR) Aft, l82$ (JWI of 
11195). • 
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P. 57. (4) All sums deducted in accordance with the provi-
sions of this section shall, for the purpose of computing 
the income of an assessee, be deemed to be income received,; 

P.59. (5) Any deduction made in accordance with the provi<-
sions of thIS section shall be treated as a payment of income.. 

• tax on behalf of the person from whose income the deduc
tion was made, or of the owner of the security, as the case 
may be, and credit shall be given to him therefor in the 
assessment, if any, made for the following year under this 
Act: • 

Provided that, if such person or such owner obtains, in 
accordance with the provisions of this Act, a refund of any 
portion of the tax so deducted, no credit shall be given for 
the amount of such refund. 

(6) All sums deducted in accordance with the provi
sions of this section shall be paid within the prescribed 
time hy the person making the deduction to the credit of 
the Government of India, or as the Central Board of. 

R.10-12. Revenue directs . 
. P. 59. (7) If any such person does not deduct and pay the tax 

as,required by this section, he shall, without prejudice to 
any other consequences which he may incur, be deemed to 
be personally in default in respect of the tax. . 

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

P.61, 92. (9) Every person deducting income-tax in accordance 
with the provisions of sub-section (9) shall, at the time of 
payment of interest, furnish to the person to whom the 

R.13. w.terest·is paid a certificate to the effect that income-tax 
hlft! been deducted, and specifying the amount so deducted, 
the rate at which the tax has been deducted, and such other 
particulars as may be prescribed. 

P. 59. 19. In the case of income~ch.a.rgeable under any other 
Payment in other heads than those mentioned in sub-sec

...... tion (1) of"S.ection 18, and in any case 
where income-tax has not been deducted in accordance with 
the provisions of that section, the tax' shall be payable by 
the assessee direct. 

It. 42, 43. -19-A. The principal officer of every company shall, on 
P. S. B I f inf or before the 15th day of Junl) in each 

• tiOllQ~~ ": year, furnish to the prescribed officer a 
• dODda. return in the prescribed form and veri-

• Imerted by the IncoJD&otas (Amendment) Act, 1926 (XXIV of 1926). 
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fled in the prescribed .. manner of the names and of the 
addresses, as entered in the register of shareholders main
tained by the company, of the shareholders to whom a 
dividend or a~gregate dividends exceeding such amount as 
may be prescrlbed in this behalf has or have been distribut
ed during the preceding year and of the amount so distri
huted to each such shareholder. 

20. The principal officer of every company shall, at lhe P. 63. 92. 
Certificate boom. time of distribution of dividends, fur-. 

pODJ!' .to Bb •• etolde.. niBh to every person receiving a dividend 
reoOlvwg d,v,dend.. a certificate to the effect that the com
pany has paid or will pay income-tax on the profits which 
are being distrib!lted, and specifying such other particulars B. 14-
as may be preSCribed. • 

21. The prescribed person in the case of every Govern- B.. 15. 
AnD 1 t mimt office, and the J;>rincipal officer or P. 8, 64-

ua re urn. the prescribed person In the case of every 
local authority, company or other public body or associa-
tion, and every private employer shall prepare, and, 
within thirty days from the 31st day of March in each year, 
deliver or cause to be delivered to the Income-tax OfficerJ.n B.. 17. 
the prescribed form, a return in writing showing-

(a) the name and, so fax as it is known, the address, 
of every person who was receiving on the said 
31st day of March, or has received during the 
year ending on that d~te! from the .authority, 
company, body, assoclatlon or prlVate em
ployer, as the case may be, any income B.. 16. 
chargeable 1,lIlder the head .. Salaries .. of sU.!!h . 
amount as may be prescribed; . 

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

(c) the amount deducted· in respect of income-tax 
from the income of each such person. 

22. (1) The Principal officer of every company shall P. 11, 65. 
Bet of' prepare, and, on or before the fifteenth 67. 68. 

urn Income. day of June in each year, furnish to the 
Inoome-tax Officer a return, in the prescribed form and 
verified in the prescribed manner, of the total, income of the • 
company during the.previous year: R. 18. • 
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~rovided that the Income-tax Officer may, in his dis
cretIOn, extend the date for the delivery ot the return in 
the case of any company or class of companies. 

P. 11, 66. (2) In the case of any person other than a company 
67. whose total income is, in the Income-tax Officer's opinion, 

of such an amount as to render such person liable to income
tax, the Income-tax Officer shall serve a notice upon him 
requiring him to furnish, within such period, not being less 
than thirty days as may be specified ·in the notice, a return 

R. 19. in the prescribed form and verified in the prescribed 
manner setting forth (along with such other particulars as 
may be provided for in the notice) his total income during 
the previous year. 

P.67. (3) If any person has not furnished a return within the 
time allowed by or under sub-section (1) or sub-section (2), 
or baving furnished a return under either of those sub
sections, discovers any omission or wrong statement therein; 
he may furnish a return or a revised return, as the case may 
be, at any time before the assessment is made, and any re
turn so made shall be deemed to be a return made in due 
time under this section. . 

P. 69, 87. \4) The Income-tax Officer may serve on the principal 
officer of any company or on any person upon whom a notice 
has been served under sub-section (2) a notice requiring 
him, on a date to be therein specified, to produce, or cause 
to be produced, such accounts or documents as the Income
tax Officer may require: 

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

P 11, 76 23. (1) If the Income-tax Officer. is satisfied that a 
• 91.;' Au.esmont return made under section 22 is correct 

. and complete, he shall assess the total 
income of the assessee, and shall deiermine the sum payable 
by him on the basis of such oref.t?rn. 

P. 70, 71. (2) If the Income-tax Officer has reason to believe that 
a return made under section 22 is incorrect or incomplete 
he shall serve on the person who made the return a notice 
requiring him, on a date to be therein specified, either to 
attend at the Income-tax Officer's office or ~ produce. or 
to cause to be there produced. any evidence on which such 
person may rely in support of the. return. 
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(3) On the day specified in the notice issued under sub- P.lL 
section (2). or as soon afterwards as may be, the Income-tax 
Officer. after hearing such evidence as such person may 
.produce and such other evidence as the Income-tax Officer 
may require. on specified points, shall, by an order in writ-
ing, assess the total income of the assessee, and determine 
the sum payable by him on the basis of such assessment. 

(4) If the principal officer of any company or any other P 09. '10. 
person fails to make a return under sub-section (1) or sub- • 
section (2) of "section 22, as the case may be, or fails to • 
comply with all the terms of a notice issued under sub-
sectlon (4) of the same section or, having made a return, " 
fails to comply with all the terms of a notice issued under 
Bub-section (1') of this section, the Income-tax Officer shall 
make the assessment to the best of his judgment ·and, in 
the case of a registered firm, may cancel its registration. 

• Provided that the registration of a firm shall not be 
cancelled until fourteen days have elapsed from the issue 
of a notice by the Income-tax Officer to the firm intimating 
his intention to cancel its registration. 

·23-A. (1) Where the Income-tax Officer is satis- P. 55A. 
p 10 "" fied that any firm or other association of 

di..;d':i m'= '!i individuals carrying on any business, 
:.:"' finna

d 
,_.. other than a Hindu undivided family or 

aD compuu... • th 1 f a company, IS under e contro 0 one 
member thereof, and that such firm or association has been 
formed or is being used for the purpose of evading or reduc
ing the liability to tax of any member thereof, he may, 
with the previous approval of the Assistant Commissioner, 
pass an order that the sum payable as income-tax by the 
firm or association shall not be determined, and thereupon 
the share of each member in the profits and gains of the firm 
or association shall be included in his total income for the 
purpose of his assessment thereon. 

E:rpl~ft(ltio".-A member of • firm "or association who 
owns the whole or the major portion of the capital of the 
firm or association shall not by reason only of that fact be 
deemed to control the firm or association. • 

(1') Where the Income-tax Officer is satisfied that a 
oompany is under the control of not more than five of its 
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members and that its profits and gains are allowed. 
to. accumulate beyond its reasonable needs, existing and 
contingent, having regard to the maintenance and develop
ment of its business, without being distributed to the 
members, 9r that a reasonable part of its profits and gains. 
having regard to the said 'needs, has not been distributed 
to its members in such manner as to render the amount 
distributed liaille to be included in their total income, and 
that such accumulation or failure to distribute is for the 
.purpose of preventing the imposition of tax upon any of 
the members in respect of their shares in the profits and 
gains so accumulated or not distributed, the Income-tax 
Officer may, with the previous approval of the Assistant 
Commissioner, pass an order that the sum payable as 
income-tax by the company shall not be determined, and 
thereupon the proportionate share of each member in the 
profits and gains of the company, whether such profits and 
gains have been distributed to the members or not, shall be 
included in the total income of such member for the purpose 
of his assessment thereon: 

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

Explanatlon.-For the purpose of this sub-section,
.(a) a company shall be deemed to be a.subsidiary ~m

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

(b) a company shall be deemed to be a company in 
which the public are substantially interested if 
shares of the company (not being shares entitled 
to a fixed rate· of dividend, whether with or 
without a further right to participate in profits) 
cllorrying not less than twenty-five per cent. of 
the voting power have been allotted uncondi
tionally to, or acquired unconditionally by, and 
are at the end of the previoUs year beneficially 
held by, the public (not including a company to 
which the provisions of this sub-section apply) 
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and if any 8uchshares have in the course 01 
such previous year been the subject of dealings 
any stock exchange in British India or are in 
fact freely transfera~le by the holders. to other 
members of the public; 

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

(d) .. nominee" means a person who may be required 
to exercise his voting power on t~e .directions 
of, or holds shares directly or mdIrectly on 
behalf of, another person. 

(3) The Assistant . Commissioner shall not give his 
approval to any order proposed to be passed by the Income- . 
tax Officer under this section until he has given the firm, 
association or company concerned an opportunity of being 
heard. 

(4) (i) Where any member of a firm or association of P. 9L 
indiVIduals makes default in the payment of .tax on his 
share of profits and gains which has been in61.uded in his 
total income under the provisions gf sub-section (1), such 
tax may be recovered from the firm or association, ¥ the 
case may be. 

(ii) Where the proportionate share of any member of a 
company in the undistributed profits and gains of the COlI', 
pany has been included in his total income under the provi
sil()ns of sub-section (2), the tax payable in respect thereof 
shall be recoverable from the company and may be recover
ed from such member, if there are not sufficient funds iL 
the hands of the company to pay the tax, or if the winding 
up of the company has commenced. . 

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

(5) Where tax has been paid in respect of any undistri
buted profits and gains of a company under this section, and 

• 
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such profits and gains are subsequently distributed in any 
year, the proportionate share therein of any member of the 
company shall be excluded in computing his total income of 
that year. 

P. 36. 72. 24. (1) Where any assessee sustains a loss of profits or 
Set-off of loss in gains in any year under any of the heads 

!",mpnting aggregate mentioned in section 6, he shall be en
meame. titled to have the amount of the loss set
off against his income, profits or gains under any other 
head in that year. 

(£) Where the assessee is a registered firm, and the
loss sustained cannot wholly be set-off under sub-section (1), 
any~1nember of such firm shall be entitled to have set-off" 
against any income, profits or gains of the year in which· 
the loss was sustained in respect of which the tax is payable' 

. by. him such amount of the loss not already set-off as is 
. . proportionate to his share in the firm. 

p~j4. 74. 25. (1) Where any business, profession or vocation 'on-
A •• essmaut in case which income-tax was not at any time 

of diacontinned buei· charged under the provisions of the n.... Indian Income-tax Act, 1918, is discon
tinued in any year, an assessment may be made in that year 
on the basis of the income, profits or gains of the period' 
between the end of the previous year and the date of such 
discontinuance in addition to the assessment, if any, made 
on the basis of the income, profits or gains of the previous 
year. 

P: 74. (£) Any person discontinuing any such business, pro-
fession or vocation shall give to the Income-tax Officer 
notice of such discontinuance within fifteen days thereof, 
and, where any person fails to give the notice required by 
this sub-section, the Income-tax Officer may direct that a 
sum shall be recovered from him by way of penalty not 
exceeding the amount of tax subsequently assessed on him 
in respect of any income, profits or gains of the business, 
professieno! vocation up to the date of its discontinuance. 

P.l4, 74. (9) Where any business, profession or vocation •• • 
It on which tax was at any time charged under the provi
sions of the Indian Income-tax Act, 1918, is discontinued VI of 
no tax shall be payable in respect of the income, profits and 19111.. 

I Amended by tbe IncoJll&.tax (Amendment) Act, 1924 (XI of 1924). 
• ,Repealed by tbe Incom ... tax (Amendment) Ad, 1924 (XI of 19'~), . .. 
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gains of the period between the end of the previoUs year 
And the date of such discontinuance, and the assessee may 
further claim that the incQIIle, profits and gains of the 
previous year shall be deemed td have been the income, 
pr9fits and gains of the said period. Where any such· 
claim is made, an assessment shall be made on the basis of 
the income, profits and gains of the said period, and if an 
amount of tax has already been paid in respect of the in
rome, profits and gains.of the previous year exceeding the 
amount payable on the ba!!is of such assessment, a refund 
shall be given of the difference. 

(4) Where an assessment is to be made under sub-section 
(1) or sub-section (9), the Income-tax Officer may serve on 
the person whose income, profits and gains are to, he, asses
sed, or, in the case of a firm, on any person who was a mem
ber of such firm at the time of its discontinuance, or, in the 
case of a company, on thEi principal officer thereof, a noti~ 
contltinin~ all or any of the requirements which may be 
included 10 a notice under sub-section (.9) of section 22, and 
the provisions of this Act shall, so far as may be, apply 
accordingly as if the notice were a notice issued under that 
sub-section. 

• 25-A. (1) Where, at the time of making an assessment P 54-
A .. oaament after under section 23, it is claimed by or on • 

partiL!OD of ". BiDd" behalf of any member of a Hindu family 
ud.ndod family. hithel'to tassessed as undivided that a 
partition has taken place among the members of such 
family, the Income-tax Officer shall make such inquiry 
thereinto as he may think fit, and if he is satisfied that a 
separation of the members of the family has taken place 
and that the ~oint family property has been partitIOned 
among the various members or groups of members in defi
nite portionst he shall record an order to that effect: 

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

(.9) Where such an order has been passe«i.h: Income
tax Officer shall make an assessment of the total income 
received by or on behalf of the joint family as such, as if 
. • I .... ..w by the Iaoom .. '-z (Ameadmeot) Act. II1l!8 an of 1928). 
• t l .... ..w by the Ia ....... tOll: (8ec:oDd Ameadmeot) Act. 1930 (XXII of 
111:10). 
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no separation or partition had taken place, . and each
member or group of members shall in addition to any in
come-tax for which he or it may be separately liable and 
notwithstanding anything contained in sub-section (1) of 
section 14, be liable for a share of the tax on the income 
so assessed according to. the portion of the joint family 
property allotted to him Or it; 

and the Income-tax Officer shall make assessments· 
accordingly on the various members' and groups of members 
in accordance with the provisions of section 23 : 

Provided that all the separated members and groups of 
m~mbers -shan be liable jointly and severally for the tax 
~~s~~ed,~ .the,total income received bI or on behalf of the 
Jq~;nt' family itS such. 
~ ., 
c,' • (3) Where such an order has not been passed in respect 

:ofLa, Hindu family hitherto assessed as undivided, such 
. family shall be deemed, for the purposes of this Act, to
continue to be a Hindu undivided family. 

t 26. (1) Where, at the time of making an assessment 
Change in constitu- under section 23, it is found that a 

tiOll or • lirm. . change has occurred in the constitution 
of a firm lOr that a firm has been newly constituted, the 
assessments on the firm and on the members thereof shall, 
subject to the provisions of this Act, be made as if the firm 
had been constituted throughout the previous year as it is 
constituted at .the time of making the assessment, and as 
if each member had received a share of the profit! of that 
year proportionate to his interest in. the firm at the time 
of making the assessment. 

(£) Where at the time of making an assessment under 
Change of owner- section 23, it is found that the person 

ship of b .. in.... carrying on any business, profession or 
vocation has been succeeded in such capacity by another 
person, the assessment shall be made on such person 
sU:cceeding,.~ if he had been carrying on the bnsiness, pro
fession or VQiJation throughout the previous year, and as 
if he had received the whole of the profits for that year . 

• Inaerted by the Indian Income-tax (Second Amendment) Act, 1930 
(XXll of 1930). . 

t Substituted for the original section by the Income-tax (Amendment)' 
Act, 192!! (III of 1928). 
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• 26-A. (1) Application may be made to the Income-tax P. 10. 
Procedare in regia. Officer on .behalf of any firm, constituted 

tr.tioa of firms. ,under an instrument of partnership 
tlpecifying the individual shares of the partners, for regis
tration for the .purpo~es ~£ this Act an~ of any other enact
ment for the tIme bemg In force relatmg to mcome-tax or 
tlllper-tax. 

(.9) The application shall be made by such person or P. 68. 
persons, and at such times and shall contain such parti-
oCulars and shall be in such form, and ,be verified in such R. 2-6, 
manner, as may be prescribed; and it shal1.be.djlalt.with by,: ' 
the Income-tax Officer in such manner as maybep).:esoribed~ , . 

.. .•.• "- .-.~.# '- ~ • 

27. Where an aasessee"or, in the case of- a.·c<iIn\:>'aPI, 'theP. 6'1. 
C .. oe1latioa of... principal officer thereof, within ~'Oll~" - • 

....... eat whoa cau.. month from the service of a notice of 
ia ohOWD, demand issued as hereinafter provided,' 
satisfies the Income-tax Officer that he was prevented 'by:' 
sufficient cause from Illiking the return required by section' 
22, or that he did not"'receive the notice issued under sub
section (4) of section 22, or sub-section (.9) of section 23, 
or that he had not a reasonable opportunity to. comply, or 
was prevented by sufficient cause from complying, Wlth the 
terms of the last-mentioned notices, the Income-tax Officer 
shall cancel the assessment and proceed to make a fresh 
assessment in accordance with the provisions of section 23. 

t 28. (1) If the Income-tax Officer, the Assistant Com- P. 6'1. 68, 
P lit f I missioner or the Commissioner, in the 

mea7:' of kco"!.."':c:,: course of any proceedings under this Act, = di.tribatioa 01 is satisfied that an assessee has concealed 
to. the particulars of his income or has deli-

berately furnished inaccurate particulars of such income, 
and has thereby returned it below its real amount, he may 
direct that the assessee shall, in addition to the income-tax 
payable by him, pay by way of penalty a sum not exceeding 
the amount of the income-tax which would have been avoid
ed if the income so returned by the assessee had. Peen acrept-
ed as the correct income. . -: . 

(of) If the Income-tax Officer, the Assistant Commis
sioner or the. Commissioner, in the course of any proceed. 

ft, • I..ned by the I"di... b__ (.bHmdmeDt) Aet., 1930 (XXI of 
1930). 

t Sabotitut..d for the origiual aeetlOD 117 the ludi... 1 ......... - too< (.AmeDd
_t) Aet., 1930,(XXI of 1930). 
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ings under this Act, is satisfied that the profits of a l'egis
tered firm have been distributed otherwise than in accord
ance with the shares of the partners as sho~ in the instru
ment of partnership registered under this Act governing 
such distribution, and that any partner has thereby return
ed his income below its real amount, he may direct that 
such partner shall, in addition to the income-tax payable 
by him, pay by way of penalty a sum not exceeding the 
amount of income-tax which has been avoided, or would 
have been avoided if the income returned by such Pl1rtner 

. had been accepted as his correct income; and no refund or 
other. adjqstment shall be claimable by any other partner 
-by rea~qn of such direction.-.. ~. ' .,. 

. +(3) No oI'der shall be made under sub-section (1) or sub
.Bllction (2), unless the assessee or-partner, as the.case may 
~e,' has been heard, or has been given a reasonable oppor
tunity of being heard. -

(4) No prosecution for an offen~ against this Act shall 
be instituted in respect of the same facts on which a penalty 
has been i~posed under this section. 

(5) An Assistant Co=issioner or a Co=issioner, wh() 
has made an order under sub-section (1) or sub-section (2). 
shall forthwith send a copy of the same to the Income-tax 
Officer. 

29. When the Income-tax Officer has determined a sum 
Notice of demand. to be payable by an assessee under section 

23, or when an order has been passed 
under sub-section (2) of section 25 or section 28 for the 
payment of a penalty, the Income-tax Officer shall serve on 
the assessee a notice of demand in the prescribed form 
specifying the sum so payable. 

P. 38, 67. 30. (1) Any assessee objecting to the amount or rate at 
. 69. 78. Appeal againot as- - which he is assessed under section 23 or 
l06"A. .... ment under, ~ section 27, or t1enying his liability to be 

Act. • assessed under this Act, or objecting to 
a refusal of an Income-tax Officer to make a fresh assess
ment under section 27, or to any order against him under 
sub-section (2) of section 25· or section 25-A or section 28, 
made by an Income-tax Officer, may appeal to the Assistant' 

• Inserted by the Indian Income-tal< (Amendment) Act, 1930 (XXU of 
1930). • 
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Commissioner against the assessment or against such 
refusal or order: 

Provided.that no-appeal shall lie in respect of an assess
ment made under sub-section (4) of section 23, or under 
that sub-section read with section 27. 

(£) The appeal shall ordinarily be presented within 
thirty days of receipt of the notice of demand relating to 
the assessment or penalty objected to, or of the date of the 
refusal to make a fresh assessment under section 27, ali the 
case may be j but the Assistant Commissioner-may admit 
an appeal after the expiration of the period-ifhEf ia-.satis
fied that the appellant had sufficient cause lot nOt present;:. ~ 
ing it within that period."~' ",' p~ 78. 

(9) The appeal shall be in the prescribed form and shall" R. 21. _ 
be verified in the prescribed manner. _ •• " __ 

-31. (1) The Assistant Commissioner shall fix a day aild p. 79.~O 
H' f eaI. place for the hearing of the appeal, and -

oarIDS 0 app may from time to time adjourn the . 
hearing. 

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

(9) In disposing of an appeal the Assistant Commis
sioner may, in the case of an order of assessment,-

• 
(a) confirm, reduce, enhance or annul the assess

ment, or 
(b) set aside the assessment and direct the Income-tax 

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

• or, ill tA. cas. 01 all ordtJr njusillg to mah lJ fr.sA ass.ss-
~t uMtJr SlJctiofl 1'r, 

(c) confirm sud ord.r, or canc.l it And dirlJCt tli. 
I tlCOfTItJ-ttU 0 ffteer to _kif a jrlJsA asstJssmllftl; 

• l .... rt.d b, \be lDdi"" lDoome-'-'t (Se<ood AmeJUlmen~) A~. 1930 
(XXD 01 1930). 
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or, in the cases of an order undalo sub-section (2) ofs~tion 
25 or section 28,- . 

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

enhance an assessment unless the appellarit has had a 
reasonable opportunity of showing cause against such 
enhancement. . 

P.80, 32. (1) Any assessee objecting to an order passed by an 
106 .. A. Appeals .gain8~ AssistlJ,nt Commissioner under section 28 

.' orders. .of Assistan~ oj: to an order enhancing his assessment 
CODlDW!~Oner'under sub-section (3) of section 31, may 
·appeal .~ the 'Commissioner within thirty days of the 
m~ing' of such order. . 

R.24. -., 
P.68. 

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

P.81. 

.. 
P.68. 

.' (3) Indisposing of the appeal the Commissioner may, 
after giving the appellant an opportunity of being heard, 
pass such orders thereon as he thinks fit. 

33. (1) The Commissioner may of his own motion call 
P · f' for the record of any proceeding under 

ower ° reVIew. hi A h' h h b k b t s ct W lC as een ta en y any 
authority subordinate to him or by himself when exercising 
·the power of an Assistant Commissioner under sub-section 

. (4) of section 5 . 
. (2) On receipt of the record the Commissioner may 

make such inquiry or cause such inquiry to be made and, 
subject to the provisions of this Act, may pass such orders 
thereon as he thinks fit: . 

Provided that he shall not pass any order prejudicial 
to an assessee without hearing him or giving him a reason
able opportunity of being heard. 

• 33-A. (1) Any person aggrieved by an order of an 
Reference W Board Income-tax Officer under sub-section (1) 

of Refer.... or sub-section (2) of section 23-A may, 
within thirty days of the date on which he was served with 
notice of such order, lodge an appeal in the office of the 
Commissioner. 

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

.:ru-ted by the blClian !noome-tax (AmeDdmeDt) Act, 1000 (XXI of 
1000). .. • 
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(9), The Commissioner shall reler such appeal, with a P. 81"A. 
statement· of his own opinion thereon, to. a Board- of 

. Referees for decision; and the Board. of Referees shan de-
cide the appeal lifter hearing the appellant and any person, 
deputed by the Commissioner: , 

, Provided that, before making a reference to a Board of 
Referees, the'Commissioner may, and at the request of the 
,"ppellant shall, in exercise. of his powers of revision under 
section 33, decide the matters in disp)lte, and thereupon the 
assessee may withdraw his appeal or proceeawith it. 

(4) The decision of the Board ,of Refe~ees shall be for
warded to the Cotnmissioner·wha. shall 'transmit it to the 
Income-tax Officer who passed the original order, and shall 
also send copies to each Income-tp.x Officer wh~ has-'made 
any assessment consequent upon such order; and wheJ18 IJI 

decision reverses or mQd1fies the order of the Income-tax 
Officer, fresh assessment(l fihall be made in accordance there
with, or s.uchconsequential adjustments as may be required 
shall be made in any assessment already made. . 

(5) The decision of a Board of Referees shall not be P. 81. 
subject to appeal to any Income-tax. authority, and shall 
not be revised by the Commmissioner in exercise of his 
powers under section 33. 

(6) A Board of Referees shall consist of not less than 
three and not more than five persons, of whom not less thaD 
one-half shall be non-officials having business experience, 
and one shall be a judicial officer not inferior in rank to a 
Subordinate Judi!re or a Judge of a Small Cause Court who 
has held judicia office for a period of not less than ten 
years. 

(7) Subject to the provisions of sub-section (6), the 
Central Board of Revenue may make rules re.,l7Illating the 
formation. romposition and procedure of Boards of 
Ref~" 

M. If for any reason 'ncome, profits or gains charge- P. 82. 
able to income-tax. has escaped assess

"!:t. -plDa ment in any year or has been assessed at 
too low a rate, the Income-tax Officer 

may, at anv time within one year or the end of that vear, 
serve on the person liable to pay tax on such income, profits 
or ~ins, or, in the case of a company, on'the principal 
officeI' theJ'eof, a notice containing all or any of the require-



P.83. 

P.84. 

30 

ments which may be inClude!! in a notice under sub'~eCtion 
(£) of section 22 and may proceed-to assess or recasSes.s !luch 
income, profits, or ga.i.ns, and thll provisions of this' Act 
shall, so far as may be, apply accordingly' as if the notice 
were a notice issued under that sub-section: 

Provided that the tax shall be charged at the rate at 
which it would have been charged had the income, profits 
or gains not escaped assessment or full assessment, as the1 

case may be. 
35. *(1) The Commissioner or Assistant Commissioner 

Rectification of mis.. may" at any. time within one year from 
take. the date of any order passed by him in 
appeal or; in .the case of the Commissioner, in' revision 
under·section' 33;;. and the Income-tax Officer may, at any 
time within one yelI,r from.tlill aate of any demand made 
upon an assessee, on his own motiQn .rectify any mistake 
apparent from the record of the *appeiil, tt"OOiBion or assess
ment, as the case may be, and shall within the1ik~·period " 
rectify any such mistake which has been brought to his....· 
notice by "'the assessee : 
. Provided that no such rectification shall be made, having 
the effect of enhancing an assessment unless the *Commis
sioner, the Assistant Commissioner or the Income-ta:JJ 
Officer, as the case may be, has given notice to the assessee 
of his intention so to do and has allowed him a reasonable 
opportunity of being heard. .:, 

(£) Where any such rectification has the effect of re
ducing the assessment, the Income-tax Officer shall make 
any refund which may be due to such assessee. . 

(3) Where any such rectification has the effect of en
hancing the assessment, the Income-tax Officer shall serve 
on the assessee a notice of demand in the prescribed form 
specifying the sum payable, and such notice of demand 
shall be deemed to be issued under section 29, and 'the pro
visions of this Act shall apply 'accordingly. 

36. In the determination of the amount of tax or of a 
Tax to b. calcnla~ refund payable under this Act. fractions 

to nearest anna. of an anna less than six pies shall be 
disregarded, and fractions of an anna equal to or exceed
ing six Dies shall be regarded I\S one anna . 

• Amended by Income-to (Amendment) Aet, 1928 (Ill of 1928) . 

• 



31 ". 37. : 'the' Income-taX OiIicer, As~istant Commissioner P. 70. 83. 
Pow.;~~ iake evi. and Commissioner jhall, for the pur-

don .. on oath, etc. poses of this Chapter, have the same 
'of powers ,as are vested in a Court under the Code of Civil 
908. Procedur~ 1908, when trying & suit in respect of the follow

ing matters, namely: ...... 

:', (a) enforcin~ the attendance of any person and 
examining him on oath or affirmation;' 

(b) compelling the production of documents; and 

(c) issuing commissions -'for the examination of 
witnesses; 

and any proceeding before an Incom,e-tax Officer, Assistant P 70 
CommiSSioner or Commissioner under this Chapter shall • • 

Vof be deemed to be & .. juCilicia:lproceeding ': within the'!nean- . 
0. ing of seQtions 193 and 228 ·and lor tks purposss of ssc-

. tion"Z96 of the Indjan Penal Code. , 
• 

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

btformat.lOU. 'W' 

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

~ of the family, as the case may be, and of their 
addresses; 

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

• , 

39. The InCOJlle-tax Officer or Assis~t C::O~~on~r, P. 70. 
Po_ to IDSpoet tho or. any person authonsed In -wntIng m 

Tegialel- of m.mboro of this behalf by the Income-tax Officer or 
'Ul3' COIII,,",,1, Assistant Commissioner, may ~kect 
ud, if necessary. take copies or cause copies to be en. 
<If any ~ster of the members. debenture-holders or mort
gagees of any company or of any entry in such register . 

• 

INI'OlR-T.'S c 
• 
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" CHAPT~R V. 

LIABlLITY IN SPECIAL CASES~ 

40. In the case of any guardIan, trustee or agent of any 
Guardians, trust... person' being a 'minor, lunatic IJr idiot or 

and agents. residing out of British India (al~ of 
which persons are hereinafter in this section included in 
the term." beneficiary") being in receipt on behalf of such 
beneficiary of any income, profits or gains chargeable under 
this Act, tM tax shall be levied upon and recoverable from 
such guardian, trusf4le or agent, as the case may be, in like
manner and to the same amount as it would be leviable 
upon and recoverable from any such beneficiary if of full 
l!-ge, sound mind, or resident in British India, and in direct 
receipt of such income, profits or gains, and all the provi-
sions ~f this Act shall apply accordingly. 

41. In ,the case of income, pronts or' gains chargeable- . 
C rts fWd I.e under this Act which are rtlceived by th~ 

ou 0 or ., •. Courts of Wards, the Administrators-
General, the Official Trustees or by anYcreceiver or manager 
(including any person whatever his designation who in fact 
manages property on behalf of another) appointed by or 
under any order of a Court, the tax shall be levied upon 
and recoverable from Buch Court of Wards, Administra
tor-General, Official Trustee, receiver or manager in the
like manner and to the same amounts as it would be leviable 
upon and recoverable from any person on whose behalf 
~uch income, profits or gains are received, and all the pro
visions of this Act shall apply accordingly. 

P.15,53, 42. (1) In the case of any person residing out of 
86 87. N'd .. British India, all profits or gains accru-

, on·res. ents. ing. or arising to such person, whether 
R.33 .... directly or indirectlY, through or from any business con

nection_or property in British India, shall be deemed to be 
incom~ accruing or arising within British India., and shall' 
be chargeable to income-tax in the name of the agent of any 
such person, and such agent shall be deemed to be, for all 
the purposes of this Act, the assessee in respect of such 
incOme-tax: • . 

P.91. Provided that any arrears of tax may be recovered also 
in accordance with tbe provisions of this Act from any 
assets of the non-resident person which are, or may at any 
time ('.ome, within British India. . . 
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(11) Where a person nolt resident in British India, and P. 87. 
not being a British subject or a firm or company constituted 
'Yithin His Majesty's dominions or a branch thereof, car-
ries on business wIth a person resi.dent in British India, 
an<l.it appears to the.Income-tax Officer or the Assistant 
Commissioner, as the case may be, that owing to the close 
connection between the resident and the non-resident 
person and to the substantial control exercised by the non
resident over the resident, the course of business between 
those persons is so arranged, that the 4usiness done by the 
resident in pursuance of his connection with the non-resi-
dent produces to tg.e resident either no profits or less than 
the ordinary profits which might be expected to arise in that 
business, the profits derived therefrom or which may rea
sonably be deemed to have been derived therefrom, shall be 
chargeable to income-tax in the name of the resident person 
who.sha'n. be deemed to be, for all the purposes of thIS Act, 
t.he assessee in respect ot ,such income-tax. 

·(9) Where any:profits or gains have accrued or arisen 
. to any person directly or indirectly from the sale in British 
India by him or by any agency or branch on his behalf of 
any merchandise exported to British India by him or any 
agency or branch on his behalf from any place outside 
British India, the profits or gains shall be deemed to have 
accrued and arisen and to have been received in British 
India, and no allowance shall be made under sub-sedtion (2) 
'of section 10 in respect of any buying or other commission 
whatsoever not actually paid, or of any other a{llounts not 
actually spent, fot the purpose of earning such profits or 
gains. . • 

43. Any person employed bv or on behalf of a person P. 87. 
A ont.a 10 inolude residmg out of British Inqia, or having • 
~ IoreaW .. any business connection with such per_F 

.IUGb. "Bon, or through whom such pe~n is in 
the receipt of any income, profits or gains upon whbm the 
Income-tax Officer has caused a notice to be served of his 
intention of treating him as the agent of the non-resident 
person shall. for all the purposes of this Act, be deemed, to 
be such agent: . 

Provided that no person shall be deemed to be the agent 
of a non-resident pE'rson, unless he has had an opportunity 
of being heard by the Income-tax Officer as to IiIS liability . 

• lDaried b7 u.. Inoome-tu (AmeDdDi .. ,) Act, 19'.lS (Ill of 19'.lS). 
I 02 



P.74. 44. Where any business, profession or vocation carried 

P.90 • . , 

Liability in cas. of on by a firm has been discontinued, 
a di8COnt~nued firm or every person who was at the time of such 
partnership. discontinuance a member of such firm 

. shall be jointly and severally liable for the amount of the 
tax payable in respect of the income, profits and gains of 
the firm. 

,CHAPTER V-A.!!" 

SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OJ!' 
SHIPPING. 

• 
44-A. The provisions of this Chapter shall, notwith-

Liability I<> tax of standing anything contained in the other 
occasional shipping. provisions of this Act, apply forot-he pur
pose of the levy and recovery of tax in the case of any 
person who reSIdes out of British India and carries on 
business in British India in any year as the owner or 
charterer of a ship (such person hereinafter in this 
Chapter being referred to as the principal), unless the 
Income-tax Officer is satisfied that there is an agent of such 
principal from whom the tax will be recoverable in the 
following year under the other provisions of this Act. 

44-D. (1) Before t~e departur~ f~om any port in ~ritis~ 
Retarn of profits IndIa of any ShIP In respect of whIch the' 

and gains.:;. provisions of this Chapter apply, the 
master of the ship shall prepare and furnish to the In
eome-tax Officer'a return of the full amount pai4 or pay
able to the principal, or to any person on his behalf, on 
acoount of the carriage of all passengers, livestock or goods 
shipped at that port since the last arrival of the ship 
thereat. 

(2) On receipt of the return, the Income-tax Officer sllaH 
assess the amount referred to in sub-section (1), and for 
this purpose may call for such accounts or documents as 
he may require, and one-twentieth of the amount 8() 

assessed shall be deemed to be the amount of the profits 
and gains accruing to the principal on account of the car-

• Inserted by the Income-tax (Farther Amendment) Act, 1923 (XXvn of 
1923). 
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riage of the passengers, live-stock and goods shipped at 
the port. 

(3) When the profits and gains have been assessed as 
aforesaid, the Income-tax Officer shall determine the sum 
payable as tax thereon at the rate for the time being appli- , 
cable to the total income of a company, and such sum shall 
be payable by the master of the ship, and a port-clearance 
shall not be granted to the ship until the Customs-collector, 
or other officer duly authorised to grant the same, is satis
fied that the tax has been duly paid. 

44-0. Nothing in this Chapter shall be deemed to pre-
Ad' 1m t tent a principal from claiming, in any 

• JID en, year following that in which any pay-
ment has been made on his behalf under this Chapter, that 
an assessment be made of his total income in the previous 
year, and that the tax payable on the basis thereof be deter
mined in accordance with the other provisions of this Act, 
and, if he so claims, any such payment as aforesaid shall 
be treated as a payment in advance of the tax and the 
di1Jerence between the sum so paid, and the amount of tax 
found payable by him shall be paid by him or refunded to 
him, as the case may be. 

CHAPTER 'VI. 

RECOVERY OF TAX AND PENALTIES. 

45. Any amount specified as payable in : notice of P.91. 
T h bl 

demand ·under SUHBction (.4) of S/lction 
az.onpayao. Ad' d IS- or un er section 29 or an or er 

under section S1 or section S2 or section SS, shall be paid 
within the time, at the place and to the person mentioned 
in the notice or order, or if a time is not so mentioned, then 
on or before the first day of the second month following the 
date of the service of the notice or order, and any assessee 
failing so to pay shall be deemed to be in default, provided 
that, when an assessee has presented an appeal under sao
tion SO ·or urader SIIctioll SS-A, the Income-tax Officer may 
in his discretion treat the assessee as not being in default as 
long as such appeal is undisposed of. 
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46. (1) When an assessee is in default in making a pay-
Mod. and tim. of ment of income-tax, the Income-tax 

, .. ""my. Officer may in his discretion direct that, 
in addition to the amount of the arrears, a sum not exceed
ing that amount shall be recovered from the assessee by way 
of penalty. . 

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

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

(3) In any area, with respect to which the Commissioner 
bas directed that any arrears may be recovered by any pro
cess enforceable for the recovery of an arrear of any muni
cipal tax or local rate imposed under any enactment for the 
time being in force in any part of the province, the Income
tax Officer may proceed to recover the amount due by such 
process. ." . 

(4) Thibommissioner may direct by what authority any 
powers or duties incident under any such enactment as 
aforesaid to the enforcement of any process for the recovery 
of a municipal tax or local rate shall be exercised or per
formed when that process is employed under sub-section 
(3). • 

(5) If any assessee is in receipt of any income charge
able under the head "Salaries," the Income-tax Officer 
mny require any person paying the same to deduct from any 
payment subseauent to the date of such requisition any 
arrears due from such assessee, and such person shall com
ply with any such requisition and shall pay the sums so 
deducted to the credit of the Government of India, or as 
the Central Board of Revenue directs . 

• Inserted by the Income-tu (Amendment) Act, 1928 (III of 1928). 
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(6) The Local Government may direct with respect to 
any specified area, that income-tax shall be recovered there
in, with, and as an addition to, any municipal tax or local 
rate by the same person and in the same manner as the 
municipal tax or local rate is recovered. . 

(7) Save in accordance with the provisions of sub-section P. 91. 
(I) of section 42, no proceedings for the recovery of any sum 
payable under this Act shall be cOI)1menced after the expir-
ation of one year from the last day of the year in which any 
demand is made under this Act. 

47. Any sum imposed by way of penaltr under the pro- P. it. 
R f 1 . visions of sub-section (2) of section 25. 

eeovory 0 poo. I.... ' . 28 b' . () f t' 46 sectIOn or BU -sectIOn 1 0 Bec Ion , 
shall be recoverable in the manner provided in this Chapter 
for the recovery of arrear of tax. 

CHAPTER VII. 

REFUNDS. 

48. (1) If a shareholder in a company who has received P.11, &3, 
Rtf d . any dividend therefrom satisfies the 92. 

un I. Income-tax Officer .or other authorit, 
a'P'llointed by the GOfJernor GBnBral in Council in tIns 
behalf that the rate of income-tax applicable to the ~rofits 
or gains of the company at the time of the 'lIec~aratl0n of 
such dividend is greater than the rate appliCable to his 
total iDcome of the year in which such dividend was 
declared, he shall, on production of the oertificate received 
by him under the provisions of section 20, be entitled to a 
refund on the amount of such dividend (including the 
amount of the tax thereon) calculated a; the differenoe 
between those rates. 

(f) If a member of a rt>gis~red firm satisfies the Income- P. 10, 11. 
tax Offirer ·or other authoritv appointed 1Jy tAB GOf)CJ'fWf" 55. 72. 
Gt'lltral in Council in tllis 1.>t'ltall that the rate of income- 92-
tax applicable to his total income of the previous ~ear was . 
less than the rate at which income-tax has been levied on the 
profits or gains of the firm of that year, he shall be entitled 

• 1_""", b:r the Indio I_\u:· (8e«Jnd AmeIldment) Aol, 19.'10 
(XXII of 19S0)' . 
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to a refund on his share of those profits or gains calculated 
at the difference between those rates. 

P. 11, 59, (3) If the owner of a security from the intt'rest on' 
61. 92. which, or any person from whose salary, income-tax has 

been deducted in accordance with the provisions of section 
18, satisfies the Income-tax Officer "'or other authority 
appointed by the Governor General in Council in this behalf 
that the rate of income-tax applicable to his total income 
of the previous year was less than the rate at which income
tax has been charged In making such deduction in that 
year, he shall be entitled to a refund on the amount of 
Interest or salary from which such deduction has been made 

P.92. 

P.92. 

P.93, 
93 .. A, 
94. 

c,alculated at the difference between those rates. 
t(4) For the purposes of this section, • total income' in- , 

eludes, in the case of any person not resident in British 
India, all income, profits and ~ains wherever arising, accru
ing or received, which, if arising, accruing or received in 
British India" would be included in the r.omputation of 
total income under section 16. 
I t(5) Nothing in this section shall entitle to any refund 
any person not resident in British India who is neither a 
British subject as defined in section 27 of the British 
Nationality and Status of Aliens Act, 1914, nor a subject u. 
of a State in India. ~ 17. 

49. (1) If any person who has paid Indian income-tax 
l!elief in re'ped"f for any year on .any p,art of his income 

UnIted KmgdoD> in- proves to the satlsfactlOn of the Income
come-tax. • _ tax Officer that he has paid United 
Kingdom income-tax for that year in respect of the same 
part of his income, and that the rate at which he was en-
titled to, and has obtained, relief under the provisions of 
section 27 of the Finance Act 1920 is less than the Indian 10 .. U 
rate of tax ch~rged in respedt of that part of his income, ~ 18. 

, he shall be entitled to a refund of a sum calculated on that 
part of .his income at a rate equal to the difference be~een 
the Indian rate pf tax and the rate at which he was entitled 
to, and obtained, relief under that section: 

• Provided that the rate at which the refund is to be given 
shall not exceed one-half of the Indian rate of tax . 

• Jnserted by the Indian Inoom ... tu: (Second Alw!ndment) Act 1930 
(XXII of 1930). . ' 

t Inserted hy the Income-tax (Amendmentl Act, 1928 (m of 1928). 
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(2). In sub-section (1)-
(a) thll expression "Indian income-tax" means in- . 

come-tax and super-tax charged ill accordance 
with the provisions of this Act; 

(b) the expression" Indian rate.·of tax" means the
. amount of the Indian income-tax divided by 

the income on which it was charged; 
(c) the expression "United Kingdom income-tax'" 

means income-tax and su~er-tax chargeable in 
accordance with the provIsions of the Income-
tax Acts. .. 

50. No claim to any refund of income-tax under this P. 95, B. 
Limitatioll of clai.... Chapter sh(lll be allowed, unless it is 

for refulld. made within one year from the last day 
of the year in which the tax was recovered ·or before the 
last day of the financial year commencing after thB Btcpirg 
of the" previous year", as defined in clause (11) of section 
f in which the income arOSB on which the tam was recovered, 
whichever period may expire later: Provided that a claiflf 
to refund under section 49 may be admitted after the period 
o/limitation herein prescribed, when the applicant satisfie. 
tA. Commissioner, or an Assistant Commissioner of Incom,
tam specially empowered in this behalf by the Central Board 
of Revenu'l that he had lUfficient caus, for not making tM 
claim withln lUch pef'iod. 

CHAPTER VIII. 

OPPENCES AND PENALTIES. 

51. If a person fails without reasonable cause or P. 59. 71 • 
.. ail.... to malt. exouse-

paymeDt.a 01' oIe1i_ 
"turna 01' ...... euy 
01' 0110. IDIPOOw... 

(a) to deduot and pay any tax as required by section 
18 or under sub-section (5) of section 46; 

(b) to furnish a oe"rti1icate required by sub-section. 
(g) of section 18 or by section. 20 to be 
turnished; 

• tn.rt.d "7 th~ Illolia.. IJIeooM.tu· (Seconol Amendment) Act, 1930 
(XXII of 1930). 
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P. 84. 65. 
66, 67, 
69. . 

(c) to furnish in due time any of the returns mentioned 
in section19-A·, section 21, section 22, or sec
tion 38;· 

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

(e) to grant inspection or allow copies to be taken in 
., accordance with the provisions of section 39, 

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

P. 68. 78. 52. If a person makes a statement in a verification men-. 
False statement in tioned in ·section 19-A, or section 22, 

declaration. tor sub-section (2) of section 26-A., or 
sub-section (3) of section 30 or sub-section (2) of section 32 
tor sub-section (2) of section 33-A, whicb is false, and 
which he either knows or believes to be faIse, or does not 
believe to be true, he shall be deemed to have committed the 
offence described in Section 177 of the Indian Penal Code. XLV of 

P. 68, 96. 53, (1) A person shall not be proceeded against for an 
~ecution to be at offence under section 51 or section 52 

in.tan~e. of Aaolotant except at the instance of the Assistant 

1860. 

P.9,97. 

CommIssIoner. Commissioner. . 

(2) The Assistant Commissioner may stay any such pro-
ceeding or compound any such offence. . 

54. (1) All particulars contained in any statement 
Disclosure of in- made, return furnished or accounts or 

formation by a public documents produced under the pro
lervant. visions of this Act, or in any evidence 
given, or affidavit or deposition made, in the course of any 

.~ proceedings under this Act other than proceedings under 
this Chapter, or in any record of any assessment proceed
ing, '~r any proceeding, relating to the recovery of a de

,mand; prepared for the purposes of this Act, shall be 
• treated as confidential, and, notwithstanding anything con

tained lnthe Indian Evidence Act, 1872, no Court shall, Iof 
. 1871. 

• Inaerted by the Indian Incom ... tu: (Amendment) Act, 1926 (XXIV of 
1926). . ' ~ 

t Inaerted by the Indian Incom&-tu: (Amendment) Act, 1930 (XXI 01 
1930). 
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save as provided in this Act, be entitled, to require any 
publio servant to produce before it any, such return, 
accounts .. documents or record or any part of any such >., 

record, or to give evidence before it in respect thereof. 
(11) If a public servant discloses any particulars con

tained in any such statement, return,. accounts, documents, 
evidence, affidavit, deposition or record, he shall be punish
able with imprisonment which may extend to six months, 
and shall also be liable to fine : 

Provided that nothing in this section shall apply to tJie 
disclosur~ 

(a) of any such particulars for the purposes of a pro
secution under • . . . the Indian Penal Code 
in respect of any such statement, return, 
accounts, documents, evidence, affidavit or 
deposition, or for the purposes of a prosecution 
under this Act, or 

(b) of any such particulars to any persotl acting iD 
the executIOn of this Act where it is necessaI:1 
to disclose the same to him for the purposes Of 
this Act, or 

, (c) of any such particulars occasioned by the lawful 
employment under this Act of any process for 
the servioe of any notice or the recovery of any 
demand, or 

(d) of such facts to an authorised offioer of the United 
Kingdom, &8 may be, necessary to enable relief 
to be given under section Z1 of the Finance Act, 
1920, or a refund to be given under section 49 
of this Act: 

tProvided. further, that nothing in this section shall 
afply to the production br a public servant before a Co~ 
o any document. declaratIon or affidavit filed, or the record 
of any statenlent or deposition made in a proceeding under 
section 26-A. or to the giving of evidence by a public servan~ 
in respect thereof. . ...... . 

• 
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,Provided, further, that no prosecution shall be insti
tute.d under this section except with the previous sanction 

,~.of the Commissioner. 

CHAPTER IX. 

SUPER-TAX. 

P. 2" 10, 55.;rn addition to the income-tax charged for any year, 
11, 12, ell f ta there shall be charged, levied and paid 
98. ,,,.ge 0 super- l<, for that year in respect of the total in-

come of the previous year of any "'indi1Jidual, Hindu un
di1Jided family, company, unregistereli firm or other asso
ciation of indi1Jiduals, not being a registered firm, t an 
additional duty of income-tax (in this Act referred to as 
super-tax) at the rate or rates laid down for that year by 
Act of the Indian Legislature. 

P. 55, 98. Provided that, where the profits and gains of an un-
registered firm have been assessed to super-tax, super-tax 
shaH not be payable by an individual having a share in the 
firm in respect of the amount of such profits and gains 
which is proportionate to his share. 

P.ll.98. 56. Subject to the provisions of this Chapter, the total 
Total income for income of any "'indi1Jidual, Hindu 'un

I'urpose. of super-tax. di1Jided family, company, unregistered 
firm or other association of indi1Jiduals, shall, for the pur
poses of super-tax be the total income as assessed for the 
purposes of income-tax, and where an assessment of total 
income has become final and conclusive for the' purposes of 
income-tax for any year, the assessment shall also be final 
and conclusive for the purposes of super-tax for the SRme 
year. 

P.99. 
'. . . . . '" 

, 51. ,(1). In the case of anyt person residing out of 
'Non-resident part.- British India who is a member of a regis7 

ners and shareholders_ tered firm, and whose share of the profits 
from such firm is liable to super-tax, the remainin~ mem
bers of such firm who are resident in British IndIa shall 

• Amended by the Incom ... ta:r (Amendment) Act, 1924 (XI of 1924). 
t NOTlI.-S .. note to Section S. 
,. Ineerted by Inoome-tax (Amendment) Act, 19211 (V of 1926) aDd re

!",aled by Income-tas (Amendment) Act, 1928 (TTl of i928). 
l Amended by Income-tax (Amendment) Act, 19211 (XXIV of 1926). 

'. 
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be jointly and severally liable to pay the super-tax due 
from the non-resident member in respect of such share, 

·(2) Where the Income-tax Officer has reason to believe 1 
that any person, who is a shareholder in a company, is 
resident out of British India and. ·that the total income of 
such person will in any year exceed the maximum amount 
which is not chargeable to super-tax under the law for the 
time bein~ in force, he may, by order in writing require 
the prinCipal officer of the company to deduct at the time 
of payment of any dividend from the company to the"share· 
holder in that year super-tax at such raf,e as: the Inco$
tax Officer may determine as being the rate applicable in 
respect of the income of the shareholder' in that year. 

·(9) If in any year the amount of a.n:y dividend or the' 
aggregate amount of any dividends paid to any share
holder by a company (together with the amount of an] 
income-tax payable by the company in respect thereof) 
exceeds the maximum amount of the total income of a 
person which is not chargeable to super-tax under the law 
for the time being in force, and the principal officer of the 
company has not reason to believe that the shareholder is 
resident in British India, and no order under sub-section 
(.e) has been received in respect of such shareholder by the 
prinoipal officer from the Income-tax Officer, the principal 
officer shall at the time of payment deduct super-tax on the 
amount of such excess I&t the rate which would be appli
cable under".the law for the time being in force if the 
amount of such dividend or dividends (together with the 
amount of' such income-tax as aforesaid) constituted the 
whole total income of the shareholder. 

. (4) Where any person pays any tax under the provi
sions of this section on account of tanoth6r person who is 
residing out of British India, credit shall be given therefor 
in determining the amount of the tax to be payable by any 
agent of such non-resident tpsrBon under the provisions of 
sections 42 and 43. 

58. (1) All the provisions of this Act, 8XceJ?t section 3, P. 92, 98. 
ApplicatiOll of Aal the proviso to sub-section (1) of section " 

10 auper-__ 7, the provisos to section· 8, sub-section . 
(.g) of section 14, and sections 15, 17, 18, 1~, 20, 21 and 

• Amended b"ID ... .....taz (Amenelm ... t) A .... 1996 (XXIV of 1926) . 
. t luonod br \he la ........ tu (Amendmeat.) A .... 1996 (XXIV of 19l18). 
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46 shall. applY, so far as may be, to the charge, assessment. 
collection and recovery of super-tax. 

·Provided that sub-sections (4) to (9) of section 18 shall 
apply, so far as may be, to the assessment, collection and 
recovery of super-tax 1,lllder sub-section (2) or sub-section 
(3) of section 57. and under section 58-H. t . 

(2) Save as provided in section 57 and section 58-H, t 
S1lper-tax shall be payable by the assessee direct. 

tCHAPTER IX-A. 

,SPECIAL PROVISIONS RELATING TO CERTAIN CLASSES OF" . - PROVIDENT FUNDS. 

58-A. In this Chapter, unless there is anything repug-
Definitions. nant in the subject or context,-
(a) a .. recognised provident fund" means a provi

dent fund which has been and continues to 
be recognised by the Commissioner, in 8ccord
ance with.. the provisions of this Chapter; 

(b) an " employer" means--
(l) a lIindu undivided family, company, firm or 

other association of individuals or persons, 
or .~ . 

(il) an individual engaged in a business, profes
sion or vocation whereof the profits and gains 
are assessable to income-tax under section 10 
or section 11, maintaining a provident fund 

.. 
for the benefit of his or its employees; . 

(c) an .. employee" means an employee participat
ing in a provident fund, but does not include 
a.~~_n_al _~Ldomestic servant; 

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

• Inaerted by the Inoome-tax (Amendment) Act, 1926 (XXIV of 1926). 
t Ineerted by ~e Indian Income-tu: (Provident FUJ1de BeJief) A.t. 

1A211 <XII of 1\129). .-
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(e) the" balance to' the credit " of an employee means 
, the total amount to the' eredit of his individual 

• account in a provident" flind at any time; 
.(j) the " annual accretion " ,tp the balance to the cre-

, 
dit of an employee means the increase to such 
balance in any year, arising i1omcontributions 
and interest; - ' 

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

• " the fund; and 
(h) the" regulatipnlt of a fund" means the special 

body of re~ulations governing the cQnstitution 
and admimstration of a particular provident 
fund. 

58-B. (1) The Commissio~~r of Income-ta~ may ac- f.20 .. B,' 
TIl. a!cordini and cor~ r~gm.tIOn .t~ any p~Ovldbnt fund. ~ , 

",!ithdrawal of .. oogo;· which. In hiS OpInIOn, satisfies the con-
',tion. ditions prescribed in section 58-C and 
the rules made thereunder, and may. at any. time, withdraw. 
such recognition if. in his opinion. the pro:rident fund ron-
travenes any of those conditions. ' 

(2) Th~ Governor Gen~r~ in Council may, at his dis-' 
oredon. dlreot the CommissIOner of Income-tax to refuse 
'to accord recognition to anv provident fund, or may, at 
Ii!ly time, withdraw recognilion from any recog~~sed pro-
Vident fund.' • _.' • 

~, 

, (9) An order accol'din~ recognition shall take effect on 
luch date as the Commisslonel' may fix in accordance with 
any rules the, Central Board of Revenue may make in this 
behalf, such date not being later than the last day of the 
financial year in which the order is made. ~ 

(4) An order withdrawing recognition shall take effect 
, from the day on which it is made. . 

(5) An employeJ: objecting to an order of the COmmis- ' 
, 'Iioner refusing to 'recognise a provident fund may appeal, 

within sixty days of such order, to the Central Board of . 
~nue.,« . 

The appea\ shall be in the form and shall be verified in" 
'the manner prescribed by the Central Board of Revenne.. 

• , ~ fit ~ 



P.200, 
20 .. ». 

• 

58-C, (1) In order that.a prQvideni fund may receive 
Conditions to b. .And, retain recognition, it shall satisfv 

.~tisfi.d b;r & recog- the. .. conditions set out below and any 
nlsed provIdent fUll<\. other. conditions which the Governor 
General.in Council may; by tule, prescribe-

• 

• 
(a) AUemployees shall be 'employed in India; or shall 

be ·employed by an employer whose principal 
place of business is in British India. 

(b) The contributions of an employee in any year shall 
be a definite proportion of his salary for that 
year, and shall be deducted by the employer 
from the employee's salary' in that propprtion, 
at each periodical payment of such salary in 
that year, and credited to the employee's indi-
vidual account in the fund_ . 

(c) Subjectito the provisions of section 58-D, the con
tributions of an employer to .the individual 

. account of an employee in any year shall pot 
,., exceed the amount of the co~tributions of the 

employee in that year, and shall be credited 
to the employee's individual account., at inter! 

. vals .not exceeding one year. . 
(d) The fund shall consist of contributions as above 

specified, of accumulations thereof, and of in
terest (simple anti compound), credited in 
respect of such contributions and accumula
tions, _and of securities purchased therewith, 
and of no other sums_ • 

• 
(e) The fund shall be vested in two or more trustees-

• or in the Official Trustee, under a trust which 
shall not be revocable save with the consent of 
all the beneficiaries; 

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

• *1Deerted by the Incom&-tu (Amendment) Act, 1931 (IV of 1931). , 
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In such caSes the recoveri!lit made by the employer 
shall be limited to the' contPibutions made by 
him to the i,ndividual Il.cpdunt of the emplpyee, 
and to' interest (simple, .rid compound) credited 
in respect of such. contributioJ,lS Imd accumula
tionsthereof, in accordanCe with the regula
tions of'the fupd ... 

• 
(g) The accumulated balance due to an employ~ shall 

be payable on the day he ceases to be an em
.. ployee of the employer maintaining the fund. 

(k~.Save as prGvided in clause (g), or in accordance 
with such conditions and restrictions as the 
Governor General in Council may, by rules, 
prescribe, no portion of the balance to the 
credit of an employee shall be payable to him. 

(9) Where there is a repu~ance ~between any regula- .. 
ti~n, of a rllcognised provident fund and any provision ot 
thIS Chitter or of the rules made thereunder. thit regula
~on sha ,to ,the extent of the repugnance, be of no effect. 

, ., It ,.t. • 

Th& Commissioner may, at any time, require tha,.t suCh 
repugnance shall be removed from the regulations of the 
fund. . , ' 

58-D. Subject to any rules which the Governor General P. 20 .. 0., 
~o~ to relax.... in Council may make in this behalf, the . 

atrIotionl,of employ ... •• Commissioner may in, respect of any ClODtrlbotlonl ~~ cer- , 
taia - fyfticular fund, relax the provisions of 
condition (c) of susection (1) oi'ktion 58-C-. ~ ., . 

• 
(a) so as to permit the payment of ~ contributions 

by an employer to the individual accounts of 
employees whose salary does not exceed five 
hundred rupees per mensem; and 

(b) so as to permit the crediting by einploy~ to the 
individual a~unts of em~loyees of periodi~~ 
bonuses or other contributIOns of .. acontWgent 
'lfiiture, wnete fhe-calculation and I?ayment of 
such bonuses or other contributi~ IS provided, 
for'·on definite principles by the regulations of 
~e·fund.· ., . .. 
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58-i. The annual 'I1Qc;etio~ in any 'year to the balnce 
Ann.w accr.tion ··at the' credit of an employee parti;;t;at-

d.em.!! to b. income ing ~n a recogniS;fld pro'(ident fTJi1r! shall 
receIved. ',be deemed to have been receive14Y him 
in that year tn(i shall' b~ included in his total in me for 
~at year, and, subj~ct toth~ llxemptions specifi~ in sec
tlOn 58-F, shall be,liable to. Income-tax' and supl)l'-tax: 
•. ~r()vided t~at, for" the purpose of sub-sect.ion (3) of 

sectIon 15, out,pf such ,annual accretion only th¢'employee's 
own contributions shall be' included 'in his total income. 

,P.ll,20, '58-F. (1) An employee 'shall not be liable to pay in. 
20.E, Ex.mption of annual come-tax on C?ntributio~ to hill. in:divi-
20.F. accretion from incom. dual account In a recogmsed provIdent 

tali:, fund, in so far as the aggregate of such 
• contributions in any year does not exceed one-sixth of his 

salary in that year. . . , 
(£) In the accounts of a recognised provident fund, the 

contrIbutions exempted from income-tax under sub-section 
"-(1) and accumulations thereof shall be shown' separately, 

and interest thereon shall be calculated,.and shown sepa
rately. Such interest shall be exempt from payment 0'1 
income-tax, in so far as it is allowed at a rate not exceed
big'such rate as the Governor General in Council may, by 
n9tificationin the Gazette of India, fix in this behalf. 

P. 20~ 58-G. Where an eIl'!ployee participating in a reco~ised 
Ex.mption of ..,. provIdent fund has rendered contmuous 

f;:.uli~!....,te~aI-'::'d service with his employer for a period 
.up .... tali:. of not less than five years, and the accu
mulated balance' due to hiJn becomes payable/such accu-. 
mulated balance shall be exempt.from payment of income-

, tax. and super-tax, and. shall be excluded from the compu- • 
tation of his total income: .. ' .' 
: Provided that the Commissioner of Income-tax may 

allow such exemption and exclusion where the employee 
has rendered 'continuous service with the employer for a 

• period of less than five years, if, in his opinion, the ser
vice has been terminated by reason 'Of, the employee's ill
health, or by the contraction Or discontinuance of the em
ployer's business, or other cause beyqnd the coptrol of tM 
employee, .. 

(2) Where exemption' from payment of income-tax is 
1 not allowed under the provisions of sub-section (1), the In
come-tax Officer shall calculate the total of the various 

" . 
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SUlnS of income-tax from the payment of which thfJ contri
,butions and interest credited to the~mp'oyee's individual 
account have bsen.'exempted under the provisions qi;, sub
sections ,(1) and.(2} of ,.section 58-F, and such totar"shall 
be payable by the employee, in addition to any .other in
come-tax for which he may be liable' f9f the 'year in which 
the accumulateg. i1Jalance due tdhim becomes payable. 

58-B., The trustees of a recognisedprbVident fund, or 
Deduction at .our.. • other person il.utl}orised. by the "f6gula

of moome·taz l'ayable,' 'tions of the iun<\ to make payment of 
on accumulated balan·- , . 
cu due, ' accumulated :balances due to employees, 
shall, at .the' time' an, accuniulated balance due to an 
employee is pqjd, deduct therefrom any income-tax pay
able under sub-section (2) of Section 58-G and any income
tax and super-tax payable Oil an' employee'S total income 
as determined .under sub-section (9) of section 58-J, and 
sub-sections (4) to (9) of section 18 shall apply as if the 
sum ta be deducted were income-tax payable \lll.der the 
head II Salaries" . ~., .' 

58-I. (1) The accounts of a recognised provident fund 1». 20,:,6. 
Aooouota of recog. ~hall be maintained b:r t.he trustees of ' 

a.iaed pro1'idont fundi. ' the fund and shall be 111 such form and 
for such periods, and. shall contain such particulars as the 
Central Board of Revenue may p~ribe. " 

. (1') The accounts shall be open 10 inspection at all l'e\I-
sonable times by Income-tax authorities, and the trustees • 
shall furnish to the Inoome-tax Officer such abstracts there- . 
of as the Central Board of Reven11l:l may prescribe. 

58-J'. (1) Where recognition is accorded to ~ provident P. 2O..G • 
. , Trea""." of...;.... 'fund with existing balances, an acoount . 
- io n~"~ reoos' shall be made of the fund up to the day 
~f P!"Tldeat fund&. before the dav on which the recognition' 
takes effect, showing the balanCe to the credit of each em-
ployee on such day, and cOntaining such further particulars 
as the Central Board of Revenue may prescribe. • 

(2) The account shall also show i; respect' of the balance 
~ the credit of eaeh employee the amount thereof which, 
18 to be transferred to that employee's account in the recog
nised provident fund, and such amount (hereinafter called 
his transferred balance) shall be shown as the balance to 
his credit in the recognised provident func) on the date on • 
which the recognition of the fund takes effect, and sub-· 
seotions (3) and (.4) shall apply thereto. ". . .., '" 
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Any portion of the balance to the credit of an emplkJ1ee 
in the ex;isting fuhd which:ill not transferred to the reoog- . 
nised fund shall be excluded from the accounts oftlie 
reoo~hised fund and ~hall be liable. t? income-tl!-x and super· 
tax; In accordance wlth. the prOVlSlons, of thls Act I other 
than this' Chapter.. . ~. 

(9) Subject. to such niles as the Central Board of 
Revenue may make jn. this ,behalf, the Income-tax Officer 
shall make a calculation of the aggregate of all sums com
prisedin a transferred balance which would have been 
liable to income-tax if this Chapter had been in force 
from the date of the institution of the fund, without re
gard to any tax which may have been paid, on any such 
sum, and such aggregate (if any) shall be deemed to be I 

income received by the employee in the year in which the 
recognition of the fund takes effect, and shall be included 
in tlie employee's total income for that year; and. for the 
purposes of assessment, the remainder of the transferred 
balance shall be disregarded, but no other ex;emption or 
relief, by way of refund or otherwise, shall be granted in 
respect of any sum comprised in such tral1sferred balance : 

Provided that, in cases of serious accounting difficulty, 
the Co=issioner shall have power subject to the said rules, 
to make a su=ary ca,lcnlation of such aggregate. 

. (4) Notwithstanding anything contained in condition 
(h) of sub-section (1) of section 58-C, an employee, in order 

.• to enable ,him to pay the amount of tax assessed on his 
total income as determined under sub-section (9), shall be 
entitled to withdraw from the balance to his credit in the 
recognised provident fund a sum not exceeding the differ
ence between'such amount and the amount to which he 
wotlld have been assessed if the transferred balance had 
not been included in his total income. 

- (5) Nothin~ in this section shall affect the rights of the 
persons admirustering an unrecognised provident fund or 
dealing with it, or with the balance to the credit of any 

'. individual employee, before recognition is accorded, in 
any manner . which may be lawful. . 

P.20 .. B. 58-X. (1) Where an employer who maintains a provi-
Treatment of fand dent fund (whether recognised or not) 

transferred by employ., for the benefit of his employees and has 
• or to tnatee not transferred the fund or any portion 
~f it, transfers such fund or ,portion to ,trustees in tl'JlSt 
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for the employees participatillg in the, fund, the amount 
so transferr,ed shall be deemed to be of the nature of capital 
expendi~ure, ., '. . .' . 

(2) When an employee participating in such fund is 
paid the accumulated baIance~due to him therefrom, any 
portion of such balance as represents his share in the 
amount so transferred to the trustee (without addition of 
interest, and exclusive of .the employee's contributions and 
interest thereon) shall be deemed to be an expenditure by 
the employer within the meanin~ of clause (~) of 'sub
section (2) of section 10, incurred m the year in which the 
accumulated balance due to the employee is paid, 

58-L. (1) All rules made under this Chapter shan be 
Provi.i... relaling subject to the provisions of sub-sections 

to ruI... (4) and (5) of section 59. 

(,fl,) "In addition to any power conferred by this Chapter, . 
the Governor General in Council may make rules--

(a) prescribing the statements and othe; inform
ation to be submitted with an application for 
recognition; 

(b) limiting the contributions to a recognised pro
vident fund by employees of a company who 
are shareholders in the company; 

(c) providing for the lLSlIessment by way of penal~ 
of any consideration received by an employee 
for an assignment of, or creation of a charge 
upon, his beneficial interest in a recognised 
provident fund; 

(tI) determining the extent to and the manDlp' in 
which exemption hom payment of income-· 

. tax and super-tax may be granted in respect' '. 
of contributions IUld interest credited to the 
individual accounts of employees in a provi
dent fund from which recognition has been 
withdrawn i and . 

(,) generally, to carry out the purposes of this 
Chapter and to Secure such further control 
over the recognit.ion of provjdent funds and 
the administration of recognised provident 
funds as he may deem requisite. 
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58-M. This Chapter shall not apply to any provident 
Application of this fund to which the Provident Funds Act, lUX 011921. 

Chapter. , ' 1925, applies. 

CHAPTERX. 

MISCELLANEOUS. 

iI'.101. 59. (1) The Central Board of Revenue may, subject to 
Pow to k ul the control of the Governor General in 

It. 23-24-
P.I07. 
R.25-32, 
. 35. 
R.33-35. 
R.36-40. 

or m. • r... Council, make rules for carrying out the 
purposes of this Act and for the ascertainment and deter
mination of any class of income. Such rules may be made 
for the whole of .British India or for such part thereof as 
may be specified . 

. (2) Without prejudice to the generality of the 'fore
gOlng power, such rules may-

(a) . prescribe the manner in which, and the proce
dure by which, the income, profits and gains 
shall be arrived at in the case of-

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

(ii) insurance companies; 

(iiz) persons residing out of British India; 

(b) prescribe the procedure to be followed on appli
cations for refunds; 

(c) provide for such arrangements with His 
~ajesty's Government as may be necessary 
to enable the appropriate relief to be granted 
under section 27 pf the Finance Act, 1920, or 10f; 11 
under section 49 of this Act; Goo. y, 

• cb. 18. 
(d). prescribe the year which, for the purpose of 

relief under section 49, is to be taken as cor
responding to the year of assessment for the ~ 11 
purposes of section 27 of the Finance Act, cb. 1:: 
1920; and 

(e) provide for any matter whioh by this Act . is to 
, be prescribed. . 
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·(3) In cases coming under clause (a) of sub-section 
(2), where the income, profits and gains liable to tax cannot 
be definitely ascertained, or can be ascertained only with 
an amount of trouble and expense to the assessee which, in 
the opinion of the Central Board of Revenue, is unreason
able, the rules made under that sub-section may-

(a) prescribe methods by which an estimate of such 
income, profits and gains may be made, and 

(b) in cases coming under suH-clause (J) of clause 
(a) of sub-section (£), prescribe the propor
tion of the income which shall be deemed to 
be income, profits and gains liable to tax, 

and an assessment based on such estimate or proportion 
shall be deemed to be duly made in accordance with the pro
visions of this Act. 

(.4) The power to make rules conferred by this section P. 101. 
"hall, except on the first occasion of the exercise thereof, 
be subject to the condition of previous publication. 

(5) Rules made under this section shall be published in 
the Gazette of India, and shall thereupon have effect as if 
enacted in this Act. 

60. (I) The Governor-General in Council may, by noti- P.17, . 
fication in the Gazette of India, make an 1'7 .. A, 

Po,!,,", '" make oz· exemption, reduction iD. rate or other 34..A. 
-ompt.ODl, etc. od' fi .. f . . m I catIOn, m respect 0 mcome-tax m 
favour of any class of income, or in regard to the whole or 
any part of the income of any class of persons. 

t(S)Where, by reason of any portion of an assessee's 
salary being paid in arrears or in advance, his income is 
assesSed at a rate higher than that at which it would other
wise.have been assessed; the Governor General in Council: 
may grant such relief as he may think fit. • 

61. Any assessee, who is entitled or required to attend P. '7L 
A""""ranoe by befo!e anf Income-tax a~thority in co~-

nt.horiood rep_t.- nectlOn With any proceedmgs, under this 
olin. Act. may attend either in person or by 
any person authorised by him in writing in this behalf. 

62. A receipt shall be given for any money paid or re-' 
Roc:eipls Iio be P"'" covered under this Act . 

• IIIMrUIcI by the m-.. talI: (Amendment) ACIt, 192'1 (XXVIll of 192'1). 
, IIIMrUIcI by the India In ........ talI: (Amendment) AC\ 1930 (XXII of 

1930. • . • I 
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63. (1) A notice' 0; requisition under this Act may be 
Service of notic... s~rved on the pe~so!1 therein-named 

. eIther by post or, as If It were a summons 
Issued by a Court, under the Code of Civil Procedure, 1908. v. a. 

(2) Any such notice or requisition may, in the case of a 1908. 

firm or a Hindu undivided family, be addressed io any 
member of the firm or to the manager, or any adult male 
member of the family "'and, in the case of any other asso
ciation of indi'l!idual~, be addressed to the principal officer 
thereof· 

64. (1) Where an assessee carries on business at any 
Place of t place, he shall be assessed by the Income-

...... men • tax Officer of the area in which that 
place is situate or, where the business is carried on in more 
places than one, by the Income-tax Officer of the area in 
which his principal place of business is situate. . 

(2) In all other cases an assessee shall be assessed by the 
Income-tax Officer of the area in which he resides. 

(9) Where any question arises under this section as to 
the place of assessment, such question shall be determined 
by the Commissioner, or, where the question is between 
places in more provinces than one, by the Co=issioners 
concerned, or, if they are not in agreement, by the Central 
Board of Revenue: 

Provided that, be,fore !J.Ily such question is determined 
the assessee shall have had an opportunity of representing 
his views. 

P 24. 64 (4) Notwithstanding anything contained in this sec-
• • tion, every Income-tax Officer shall have all the powers con-

P.106. 

ferred by or under this Act on an Income-tax Officer in re
spect of any income, profits or gains accruing, or arising or 

. received within the area for which he is appointed. 
65. Every person deducting, retaining or paying any 
Ind' tax in pursuance of .this Act· in respect 

emml7. of income belonging to another person is 
hereby indemnified for the deduction, retention or payment 
thereof. 

66. (1) If, in the course of lillY assessment under this 
Slatem t f .... Act or any proceeding in connection 
~ Co":iui~er to therewith other than a 'proceeding under 

igh Court. C4apter VIII, a qUestIon of law ~rises, 
• • 

• Amended b7 tho Incom ... ta:< (Amendment) "at, I~ Cl.I of I9jt) . 

• 
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the Commissioner may, either on 'liios own motion or on 
reference from any Income-tax authority subordinate to 
him, draw up a statement of the case and ref-er it with his 
own opinion thereon to the High Court. 

(.l1) *'Within sixty days of the date on which he is served 
. with notice of an 'order unq,er section 91 or section 9.l1 t or of 
a decision by a Board of Referees under section 99-A, the 
assessee in respect of whom the order tor decision was 
passed may, by application accompanied by a fee of one 
hundred rupees or such lesser sum as may be prescribed, 
'require the Commissioner to refer to the High Court any 
question of law arising out of such order tor decision, and 
the Commissioner shall, within *'sixty days of the receipt. 
of such application, draw up a statement of the case and 
refer it with his own opinion thereon to the High Court: 

Provided that if in exercise of his power of revision* 
under section 33, the Commissioner decides the question, 
the assessee may withdraw his application, and if he does 
so, the fee paid shall be refunded. 

(9) If on any application being made under sub-section 
(.l1), the Commissioner refuses to state the case on the ground 
that no question of law arises, the assessee may apply 
§within six months from the date on which h8 is served 
with notice of the refusal to the High Court, and the High 
Court if it is not satisfied of the correctness of the Com
missioner's decision, may tequire the Commissioner to 
state the case and to refer it, and, on receipt of any such 
~quisition, the Commissioner shall state and refer the case 
aocordingly. -

(4) If the High Court is not satisfied that the state
ments in a case referred under this section are sufficient to 
enable it to determine the question raised thereby, the Court 
may refer the case back to the Commissioner by whom it 
was stated to make such additions thereto or alterations 
therein as the Court may direct in that behall. 

(5) The High Court upon the hearing of any such case 
shall decide the questions of law raised thereby, and sh~ 
deliver its judgment thereOn containing the grounds on 

• Am.ndod by the indi.. Inoome-\u (Seoood AmudmeD~) Ac\, 1930 
(XXII of 1930). • 

t I....ned ..,. the Indi.. IoClOllle-\u (AmendmeDt) Ac\, 1930 (XU of 
1930) •• 

t Amendod by the In ..... \u (Amendment) .ct, 19118 (III of 1928). 
S Amended by the In_tal: (Amendmen~) 1 .... 19M (XI of 19i111. 
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w~ich such decision is .founded, and shall send to the Com
missioner hy whom the case was stated a copy of such judg
ment under the seal of the Court and the signature of the 
Registrar, and the Commissioner shall dispose of the case 
accordingly, or, if the case arose on a reference from any 
Income-tax authority subordinate to him; shall forward a . 
copy of such judgment to such authority who shall dispose 
of the case conformahly to such judgment. 

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

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

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

·(8) For the purposes of this section" the High Court" 
means-

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

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

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

*66-A. (1) When any case has been referred to the High 
Reference to be Court under section 66, it shall be heard 

heard by Benches of by a Bench of not less than two Judges 
High Courts, and Of th H· h Court d· t f 
appeal to lie in corlain 0 e Ig. . ! an m r!,!spec o. c.... to Pri.,. CO"", such case the proVIslOns of sectlOn 98 of 
ciL the Code of Civil Procedure, 1908, shall, Vof 

so far as may be, apply notwjthstanding anything con. 1808. 

tained in the Letters Patent of any High Court eRtablisherl 
by Letters Patent or in any other Jaw for the time being in 
force. -

(2) An appeal shall lie to His Majesty in Council from 
any judgment of the High Court delivered on a reference .. 

• IDIertecl by the Inoo...e..tax (Amendment) Act. 1926 (XXIV of 1926). 
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made under section 66 in any case which the High Court 
certifies to be a fit one for appeal to His Majesty in Council. 

~~_ (9) The provisions of the Code of Civil Procedure, 
. 1908, relating to appeals to His Majesty in Council shall, 
so far as may be, apply in the. case of appeals under this 
section in like manner as they apply in the case of Ilppeals 
from decrees of a High Court : 

Provided that nothin~ in this sub-section shall be 
deemed to affect the -provisions of sub-section (5) or· sub-
section (7) of section 66: . 

Provided, further, that the High Court may, on peti
tion made for the execution of the order of His Majesty in 
Council in respect of any costs awarded thereby, transmit 
the order for execution to any Court subordinate to the 
High Court. 

(.4) Where the judgment of the High Court is varied or 
reversed in appeal under this section, effect shall be given 
to the order of His Majesty in Council in the manner pro
vided in sub-sections (5) and (7) of section 66 in the case of 
a jUdgment of the High Court. 

(5) Nothing in this section shall be dee!lled-
(a) to bar the full and ungualified exercise of His 

Majesty's. plea.'lure m reoeiving or rejecting 
appeals to His Majesty in Council, or other
wise howsoever, or 

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

67. No suit shall be brought in any Civil Court to set 
. . .. aside or. modify any assessment ma~e 

Bar of .... t.a to C.vil under thiS Act, and no prosecution, swt 
Com. or other proceeding shall lie against any 
Government officer for anything in good faith done or 
intended to be done under this Act. 

·67-.&.. In computing the period of limitation pre- P.I06-A. 
scribed for an appeal under this Act or 

pori(":r!i~taU': for an application under section 66, the 
da;r on which the order Complained of - ___ -------2 

• l .... nod ~ the Indi... I"", .. , tall: (Secobd Ameadmom~) A"', 1930 
(XXll 01 1930). 
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was made, and the time requisite for obtaining a copy of 
such order, shall be excluded. • 

*68. [Repealed.] 

t Extract from tke Indian Finance Act, 1991. 
* • •. * * • 

1. (1) This Act may be milled the Indian Finance Act, 
1931. ' . 

• • • • • • 
7. (1) Income-tax for the year beginning on the first 

day of April, 1931, shall be charged at the rates specified 
in Part I of the fourth Schedule. 

(2) The rates of super-tax for the year beginning on the 
first day of ApP'iI, 1931, shall, for the purposes of section 
55 of the Indian Income-tax,Act, 1922, be those specified 
in Part II of the fourth Schedule. • 

(9) For the purposes of the fourth Schedule II total in
come" means total income as determined, for the purposes 
of inco~e-tax orsup.e~-tax as the cas~ may be, in accord
ance With the provlSlons of the ·Indlan Income-tax Act. 
1922. 

• • • • • • 
SCHEDULE IV. 
(See section 7.] 

PART I. 
Rates of Income-tax. 

A. In the C&B8 of every individual. Hindu 
undivided family, unregistered firm and 
other 88SOCiation of individuals not • 
iug a registered firm or a company-

(1) When the total income ie leas than 
Ra. 2,000. 

(2) When the total income ie Ra. 2,000 
or upwards, but is leas than Ra. 0,000. 

(3) When the total income ia Ra. 6,000 or 
npwards, but is leas than Ra .• 0,000. 

(4) When the total income is Ra. l'!i,O: 
or upwards" but is leas 
Ra. 15,000. 

(5) When the total income ie Ra. 15,000 or 
upwards, but is lees than Ra. 20,000. 

Rate. 
Nil. 

Six pies in the rupee. 

Nine pi .. in the rupee. 

One anna in the rupee. 

One anna and four pi.. in 
the rupee . 

• Repealed by the Repealing Act, 1927 (XII of 1927). 
t Amended by the Indian Finance (Supplementary and Eztending) Act, 

1931 (page 60 of tha manual). 
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(6) When the total income is lIa. 20,000 
or upwardo, but.. is 1... tIlaD 
lIa. 80,000. • '. • 

(7) When the total bloome is lIa. 80.000 
or upwards. but is Iell 'Ulan 
R •• 40,000. ' 

(8) When the total inoome i. lIa. 40.000. 
'or upwards, but is leu t.D.&D 
,RI. 1,00,000. -

(9) ,When the total income is lIa. 1,00,000 
or uRward.. , 

Rate. 
One aZIDa and ..... en pieo in 

the rupee. . 

One ann. and eleven pies iD 
the rupee. 

Two annaa and one pie in the 
. rupee. 

Two annaa and two pi.. in 
the rupee. 

B. In the caae of evel'1 company aDd regia
tenlll firm, whatever ite total income. 

Two &nDU and two piea in 
the rupee. 

' .. 
PART II. 

• 
• Rates 01 Super-laa: . 

• 
In reapeet of the "'COBB over thirty thoUl&lld . 

rupe .. of total' incom&- . • 
Rate. 

(1) In the .... of ov0J7 company-
(a) in respect of the Srat twenty 

thoua.nd rup... of 8uch e:llOO88. 
Nil. 

~b) for every rupee of, the _aiIlder . One anna in the rupee. 
of IUch .,.0088. 

(2) (a) in the c_ of every Hindu ZID
divided family-

(i) in reapect of the first fq
five thoUl&lld rup_.f euch 
exceu. 

• 

Nil. 

(ii) for .V0J7 rupee of th. nut One IUIna and three pi.. in 
tw.nty-tlv. thouaand rupeea of the rupee. 
IUch UceIB. 

(b) In th. c .... of .V0J7 Individual, 
uDl'O/&istered· firm and other 
aaeoclation of individuala not 
beina: a re&iatered &rm Or a 
company-

. (i) for • ....,. rupee of the Drat Nine l!i .. in the ru_ 
twenty thoUl&lld rupeea of. 
euch_. 

(ii) for ."1')' rupee of the nut One anna and three piea iD 
fifty thouaand rupeea 01 the rupee. 
such ueeaa. 

(e) in the..... of e .. 1'1 individual, 
Hindu undivided family, 1lJlI'&o 
liaterad linn and other ...:i., 
tion of individuala not being a 
..... iaterad firm or a 00IIlJl&I1,J-
(i) for e"l'1 rupee of the aut One anna and nine pi_ in 

Sfty thoUl&lld rupeea of th. ru_ 
IUch ueesa. 

(ii) for 8"1'1 rupee of the nut Two &IlDaa aDd three piea in 
fifty thouaand fDpeea of th. ru_ 
audl. esa.a. 

\iii) for enry rUpee of the nen Two anDY aDd niDe piea ill 
fifty th_d rupeea of the m_ 
nch .ness. 
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J Rate. 
(i11) for every".l:·upee of the ",,:sf> • Tltree annaa and three pi .. in 

pfty tI/lousand rupees of 7the rupee. .' 
.. !1I:uch excess. If- ... '" , 

" (,,) for every. rupee of the neEt Three annas andilfne pi.. in' 
fifty ,thousand rupees of the rupee. , ., , 
such eXC8SS,. ~ , • ,". \, .. 

(wi) for every -rupee of the neEt Four ann';" sn:cl thJei pies' ia 
fifty thousand ", rupees of" the rupee. ' 
such excess. ~ :t. ~ 

(wii) for every rupee of the neEt Four ann ... and hm&kpi"", in 
';" .. fifty thousand rupees of the rupee. ..' 

. such excess, :1 • 

(",ii) for every rupee of the neEt Five ann... and three pu. ~ • 
fifty thousand rupees of the rupee. , " 
such excess. . ... 

(io:) for every rupee of the neEt Five annas and nine'piea. in 
fifty thousand rupees of ,the rupee. .: ' 
Buch ..excess. 

(z) for every rupee of the re- ,Six ann.. and three pi'" in 
mainder of suelf excess. the rupee . 

• ; • 

• • 
Extracts from the Indian, Finance (Supplementary and 

, Extending) 4ct,1991. 
1. Tllis Act may be called the Indian Finance (Supple-

',mentary and Extending) Act, 1931. .. 
2.'l'he operation of section 2 of the Indian Finapce 

Act, 1931, fixing the rate of salt duty for the y~ar begin
ning on the 1st April, 1931, of section 5 of the. said Act 
and the Third Schedule thereto as amended by section 6 of 
this Act, Jixing inland postage rates for the said year, and 
of section 7 of the said Act and the Fourth Schedule thereto· 
as amended by. sections 7, 8 and 9 of this Act, fixing rates 
of income-tax and super-tax for the said year, is hereby 
extended to the 31st day of March, 1933. ' .. -

• • • • • • 
1. (1) In Part I of Schedule IV to the Indian Finance 

Act, 1931, for the item- • 
" When the total Income is leu thaD Nil" 

Ro. 2,000. ' 

the following shall be substituted, namely;-", 
(( When the total income is Rs. 1,000 F.our pies in the rupee.":

or upwards but is less than 
Ro. 2,000. 

Proyided that for the year beginning on the 1st day ot 
April, 1931, the rate chargeable on any 'such total income 
shall be two pies in the rupee only. 
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(1'~ For the pfirpos~of asSeSslng anq COllectmg' tOe r,aJl: 
imposed by ,the provil,jo,.1iO sub-section W,-' .' -

(a) the Indian Ineome.tax Act, 1922~ shall be deemed 
• . to be subj~llt to the adaptations set miS. in Part I 

•• ',of Schedule II to this Act, and ". 
" .. (b~,l1i.epentral Bojtrd of!:tevenue;Ihay make rules-

.. ~(;\, making such .further llidaptations in the Indian 
Income-tax Act, 1922,"8.S may seem to it to . 
be necessarj to secure that the tax. shall, be 
equitably Jevied, and' •.. 

'(iz) regulating the procedure of income-tax authori
, , ties in securmg the assessment and collection 
. of the tax and the granting ot refunds aris, 

, ing therefrom, > 

(3) For, the' purpose of aBseSlling and collecting the 
~ taxes imposed bf sub-seotion (l),~thli Inqian Income-taJ:' , 
.' Act, 1922, shall be deemed to be subj~t to the adaptations 
,eet out in Part I-A, of Schedule II to this 4ct." . 

. 8. (1) In J.'espect of ,the year beginning on the 1st day 
. of April, 1931, each ra~'Of income-tax and super-tax SpecI
fied .J.n . Schedule IV. to the Indian Finance' Act, 1931, ' 
excluding the rate imposed. by section 7, shall be increased . 
by liIDe-eighth of i~ amount. , 
, «8) For the purpose of assessing and collecting the addi
tional tax: imposed by sub-section (1),-

(a) the Indian Income-tax Act, 1922, shall be deemed 
to be subject to the adaptations set out in 
Part II of Schedule II to this Act, and . 

(b) the Central Board of Revenue may make rules-
(i) making such. further adaptations in the Indian 

Income-tax Act, 1922; as may seem to it to be 
necessary to secure that the additional· tax 
shall be equitably levied, and 

(ii) regulating the procedure of income-tax authori
ties in securing the assessment and collection 
of the tax and the'granting of refunds aris

" ing theref~: 
9. In respe<'t of the year beginning on the 1st day of 

April. 1932, each rate of income-tax and super-tax speci-
• I..ned by the Indian Fin .... (Supp\emen"'''' and ~"ding) AlHIIII

...... , A"" 1933 (fi of 1932), 
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tied in Schedule IV to the Indian Finance Act, 1931, ex
cluding the rate imposed by section 7, shall be increased by 
one-fourth of its amount. 

*, 

,SCHEDULE II. 

Adaptations of the Indian Income-tax Act, 1922. 

PART 1. 
(See section 7.) 

,~.I. 

Adaptations for the assessment and collection of income
tax in the current financial year on total incomes of 
Rs. 1,000 and upward and less than Rs. 2,000. 

1. Jtor,the purposes' of the proviso to sub-section (2)' of « 

section'18 of the Indian Income-tax 'Act, 1922, any person 
responsible for paying any' income less than Rs. 2,000 
chargeable under the head " Salaries" shall be deemed to 
have failed to deduct incoIJle-tax at the time flf making all 
payments made before the commencement of this Act, and 

·such person may make the adjustments permitted by that 
proviso. 1 ' 

2. Notwithstanding that the Income-tax Officer has 
assessed the total income of 'an assessee under section 23 of 
the Indian Income-tax Act, 1922, and has found that 
nothing is payable thereon, he may proceed to determine 
the sum payable by such assessee by virtue of section 7 of 
this Act, and such flum shall, for the purposes of the
Indian Income-tax Act, 1922, be deemed to be a sum deter-
mined under section 23 of that Act. .' 

.* • * 4o' 

*" PART I-A. 

(See section 7.) 
Adaptations to prolJide for the summary assessment of BUch 

intfomes. 
1. The Income-tax Officer may, save where he has serv

ed a notice under sub-section (2) of section 22 of the Indian 
Income-tax Act, 1922. make a summary assessment of the 
income oi an assessee to the best of his Judgment, and shall 

, • Inserted by the Indian Finance (Supplementa.,. and Extending) AmeacI· men' Act, 1932 (IV, "f 1932). • • • 
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serve on the assessee a notice of demand in a form to be 
prescribed by the Central Board of 'Revenue; and such 
notice shall be deemed ~o be a notice of demand under sec-
tion 29 of that Act. . 

2. Any assessee in respect of whom such summary 
assessment has been made may, within thirty days of re
ceipt of the notice of demand, make an apphcation to the 
Income-tax Officer for the cancellation or revision of the 
assessment, and the Income-tax Officer shall, after examin
ing any accounts and documents and hearing any evidence 
which the aseessee may produce, and such other evidence 
as the Income-tax Officer may require, determine, by order 
in writing, the amount of the tax, if any, payabl~ by the 
assessee, and such determination shall be final : 

Provided that, if any assessee making such applieation 
. :'files therewith a return of his income under sub-section (e) 
()f section 22 of the Indian Income-tax Act, 1922, the appli
cation shall be deemed to be a return under that sub-section 
and shall be d~alt: with accordingly. 

3. A copy of an order under paragraph 2 shall be eerv
.ed on the assessee to whom it relates and shall be deemed 
to be a notice of demand under section 29 of the Indian 
Income-tax Act, 1922. 

4. The above pr'ocedure shall apply also to tIre assess
ment and .collection during the financial year 1932-33 of 
incomes of Rs. 1,000 and upward and less than Rs. 2,000 
which have escaped assessment in the financial year 
1931-32."'· 

• 
PART II . 

(See section 8.) 

Adaptations lor the (J$s/lssnunt and collection 0/ additional 
·income-ta.x and super-taa: in the cvrrent financial year. 

1. For the purposes of the proviso to sub-section (of) of 
$ection 18 of the Indian Income-tax Act, 1922, any person 

. responsible for p,aying any income chargeable under. the 
head .. Salaries ' shall be deemed to have ntade a defiCIent 

. dedqction in respect of the additional jncome-tax imposed 
"by section 8 of this Act at the time of making all payments 
made before the commencement of this Act, anCl. such • 
peJ'S?!l may make ~he adjustments permit~ by that 

J>roVlSO. .• 'b. 
I!ICOKJtoTA:I: D • 

. , . . 
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2. Notwithstanding that the Income-tax Officer has 
assessed the total income of an assessee and has determined 
the sum: payable thereon under section 23 of the Indi8Jil 
Income-tax Act, 1922, he may proceed to determine the 
further. sum payable by such assessee by virtue of section 8 
of this Act, and such further sum shall, for the purposes 
of the Indian Income-tax Act, 1922, be deemed 'to be a sum 
determined under section 23 of that Act. 

• 

ACT III OF 1926. " -

AN ACT TO DETERMINE THE LIABILITY OF CERTAIN GOVERN
MENTS TO TAXATION IN BRITISH INDIA IN RESPECT OF 
TRADING OPERATIONS. . , 

, whereas it is expedient to determine the liability to 
taxation for the time being in force in British India of the 
Government of any part of His Majesty's Dominions, 
exclusive of British India, in respect of any trade or busi
ness carried on by or on behalf of such Government; It is 
hereby enacted as follows:-

1. (1) This Act may be called the Government Trading 
Short title and -80m. Taxation Act, 1926. 

mencement. .. 

(2) It shall come into force on such date- ali the Gover
nor General in Council ma.v. by notification in the Gazette 
of India, appoint. - ' , 

2. (1) Wher~ a trade or business of any kind is carried 
Liability of certain on by or on behalf of the Government of 

Governments to teza- rt f H' M' t' , D ., 
tion in respect of trad- any P!1 0 .l~ aJ~ Y s ommlOns, 
ing operationa. exclUSIve of 13rltlsh IndIa, that Govern
ment shall, in respect of the trade or business and of all 
operations connected therewith, all property occupied in 
British India and all goods owned in British India for the 
purposes thereof, and all income arising in connection 
therewith, be liable-

~ 

(a) to taxation under the Indian Income-tax Act,:lIef 
1922, in the same manner and to the 'Mm& ~ 
extent as in the like case a company would be 
liable; : __ ----------~--~--~~~~-r~~~~~=.~---.'~ • The .lei ...... into force with eftect ,...,..; the ln April 19118. 
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(b) to all other taxation for the time being in force in 
British India in the same manner as in the 
like case any other person would be liable. 

;, (2) For the purposes of, the levy and collection of 
income-tax under the Indian Income-tax Act, 1922, in a~ 

, cordance with the provisions of sub-section (1), any Govern
ment to which that sub-section applies shall be deemed to 
be a company within the meaning of that AC,t, and the 
provisions of that Act shall apply accordingly. 

~ (9) In this section the eXl;lression .. His Majesty's 
Dominions" includes any terrItory which is under His 
Majesty's protection or in respect of which a mandate is 
being exercised by the Government of any part of His 
Majesty's Dominions. ' •. 



PART II. 

RULES. 
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BO.A!RD OF INLAND REVENUE. 

NotificatiO'fl, No.3-I. T., dated the 1st April 192!J as subse
quently amended. 

In exercise of the powers conferred by section 59 of the 
Indian Income-tax Act, 1922-(XI of 1922), the Board of 
Inland Revenue has made the following rules, namely:-

1. These rules may be called the Indian Income-tax 
Rules, 1922. . 

2. Any firm constituted under an instrument of part- P. 10. 
nership specifying the individual shares of the partners 
may, for the purposes of clause (14) of section 2 of the 
Indian Income-tax Act, 1922 (hereinafter in these rules 
referred to as the Act), register with the Income-tax Officer 
the particulars contamed in the said instrument on appli
cation in this behalf made by the partners or by any of 
them. 

Such application shall be made-
(a) ~fore the income of the firm is assessed for any 

year under section 23 or 
(b) if no part of the income of the firm has been 

assessed for any year under section 23, before 
. the income of the firm is assessed under section 

34, or 
(e) with the permission of the Assistant Commis

sioner hearing an appeal under section SO, 
before the assessment is confirmed, reduced, 
enhanced or annulled, or, if the Assistant 
Commissioner sets aside the assessment and 
directs the Income-tax Officer to make a freeh 
assessment, before such freeh assessment is 
made 

s. The application referred to in rule 2 shall be made 
in the form annexed to this rule and shall be accompanied 
by the original instrument of partnership under which the 
firm is constituted together WIth a coJ;lY thereof; provided 
that if the Income-tax Officer is satIsfied that for some 
sufficient reason the original instrument oannot conve
niently be produced, he may accept a copy of it Qartified in 
writing by one of the partners to be a correct coPY. and in 
such a case the application shall be accomparued by a 
duplicate copy. 
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FORM 1. 

Form vf application for registration of a 'firm under section 
2 (14) of the Indian Income-tax Act, 1922. 

To 
THE INCOME-TAX OFFICER, 

Dated 19 

Ijwe beg to apply for the regis-
tration of my! our firm under section 2 (14) of the Indian 
Income-tax Act, 1922. 

2. The original! A certified copy of the instrument of 
partnership under which the firm is constituted specifying 
the individual shares of the partners together with a copy! 
duplicate copy is enclosed. The prescribed particulars 
are given below. 

3. I!we do hereby certify that the profits of the current 
year will be actually divided or credited in accordance 
with the shares shown in this partnership deed. 

Names of the Nliome and partners in the firm address with tbe share of .If the each in the firm. business. 

Signature 

Address 

Date, if any, on which 
Date on which the instrument of 
instrument of partnership was last 

partnership was registered in the 
executed~ Income-tax Officer's 

office. 

I 

Remarks. 

I 



l/we do hereby certify that the infor-
mation given above is correct. 

Sip'nature( s) 
4. (1) On the production of the original instrument of 

partnership or on the acceptance by the Income-tax Officer 
of a certified copy thereof, the Income-tax Officer shall 
enter in writing at the foot of the instrument or copy, as 
the case may be, the following certificate, namely;-

"This instrument of partnership (or this certified 
copy of an instrument of partnership) has this 
day been registered with me, the Income-tax 
Officer, for in the province of 

under clause (14) of section 2 of 
the Indian Income-tax Act, 1922. This cer
tificate of registration has effect from the 

day of April 19 up to the 31st day 
of March 19 ." 

(2) The certificate shall be signed and dated by the 
Income-tax Officer who shall thereupon return to the appli
cant the instrument of partnership or the certified copy 
thereof, as the case may be, and shall retain the copy or 
duplicate copy thereof. 

5. The certificate of registration granted under rule 4 
shall have effect from the date of registration. 

6. A certificate of registration granted under rule 4 
shall have effect up to the end of the financial year in which 
it is granted but shall be renewed by the Income-tax 
Officer from year to year on application made to him in 
that behalf and accompanied by a certificate signed by one 
of the partners of the firm that the constitution of the firm 
as specified in the instrument of partne.rship remains 
unaltered. Such application shall be made within the 
time and subject to the conditions, if any, whIch are speci
fied in clause (a), clause (6), or clause (c). as the ('8se may 
be, of rule 2. . 

7. Under section 9 (1) (m) of the Act. the sum to be P. 34-
allowed in respect of collection charges shall not exceed 
6 per cent. of the annual value of the property. 
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P.46. 8. An allowance under section 10 (2) (vi) of the Act in 
respect of depreciation Of buildings, machmery, plant or 
furniture shall be made in accordance with the following 
statement :-

Class of buildiDgs, machinery J plaut or furniture. Ra.te. 

..... 
, 

1. Building'-
(1) First cl... substantial building. of 

selected materials. (2l Building. of I ... substantial oonatruction • 
(3 Purely tempora.ry erections such as 

wooden structures. 

,2. Machinery, Plant or Furniturot
General rate 

Bates sanctioned for special industries-
Flour Mills, Rice Mills, BoDe Milla, Su,ar 

Works, Distilleries, Ice Factories, AeratlDg 
Gas Factories, Match Factoriea. 

Paper Mills, Ship BuIlding and Engineering 
Works, Iron and Brll88 Foundries, Alumi
nium Factories, Electrical Engineering 
Works" Motor Car Repairing Works, Gal· 
vanizing Works, Patent Stone Works, Oil 
Extraction Factories, Chemical Works; 
Soap and Candle Works, Lilll6 Works, Saw 
Mills, Dyeing and Bleaching Worka, Furni· 
ture and Plant jn hotels and boarding 
h0U888, Cement Works using rotary kilns. 

Plant WJed in connection with brick manufac
ture, tiJemaking machinery. optical machi
nery, 81888 factories, Telephone Companiee, 
Min .. and Quarriea. Tubewell boring plant, 
concreto pile driving machines. 

Sewing machines for canvu or leather • • 
Mot.o~ cars used solely for tho purpose of 

buslness. 
Indigenous augarcane cruaben (E.Al", or 

BdaM). 
Motor tam, motor lorries and motor bU8el • 
Ropeway ropes and treotie aboaveo and con

nected parts. 
Ropeway structure&-

(J) Ti-eotle and atotioD otee\ work • 
.2) Driving and tonaion gearing • 
(3) Carrion . • • . . 

Percent
age on 
prime 
coot. 

21 
Ii 

10 

10 

121 
16 

16 

20 
26 

II 7. 
10 

Bemarka. 

• Double theao rateo 
may be ollowed for 
buiIclinga uaed In 
induatri.. "hiob 
oanoe special de
terioration, ncb· .. 
chemical worb, lOap 
and oandle "orke,d 
paper mlliJ, an 
tanneries. 

t The apecW rateo for 
e1ectrical JDAChinery 
given below may be 
adopted. at firm'. 
o .... ~ for that 
~~ of their 
machinery. 
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CI ... of baildlDga, maohinery, plant orf.rait"..,. Rata." 

Salt Work&- _ 
(1) Machinery", plant, locomotiv.., wagoDJI 

and rolling slock. 
(2) Tugs, bargao, motor launch .. and lloating 

pla.t.. • 
(3) Ge.eral plaDt a.d machinerl n .. d in engi. 

neering wOpl. 

3. Electrical Machine1')'-tal Batteri.. •••••• 
(6 Other eloctl'icel machinerr, Inolnding .1 ... 

tr~ea1 generaton, maton (other than tram .. 
way motor.), lwitchgear and inatrumanta, 
tran.formen and other ltationer;y plant 
and wiring and Ilttinga of eleotno light 
and fau inst-allationl. 

Ie) Underground cabl. and wiru . 
J) Overh .. d .. bl .. and wi... . . 

4. Hydro-Eleotrio oon_ 
Hydraulio works, pipe linea, alDieGl, and aU 

other item. DOt otherwiH provided for in 
tlus .totemant.. 

6. EI .. trio Tramway&-
P8l'IIl&Dent way-. 

(.) Not exceeding tiO,ooo oar milao per 
mil, of track per annum.. 

(6) Esceediug 50,000 and not uoaeding 
76,000 car mil.. per milo of track 
per annum. 

(e) Exceeding 76,000 and not uoeoding 
1,25,000 oar mite. per mile of track 
per annum 

Cars--car tram, car bodiN, electrical equipment 
and moton. 

Genonl plant, machinery and toolo 

6- Mineral Oil """oerna-
A. Reanel'1ee--

rn
) BolI_. • 

HI Prime monn 
3 p""""" plan' 

B. Field operauona
(1) !loll .... 
(81 Prime movere 
(3) PlOOIIO' pl .. t 

• • 
s..aept for III. following'i_ 

ll) Belo" grouncI--AU 10 be chupI 10 ........... 
(ll) Above .... und-

(0) Port.abla boil_ drilling Ioo!s, 
wellheod taU, riga, 010-

(6) Storage tanb •.. 

10 

'I 

'I 

111 
71 

, 
I 

10 
I 

10 

10 
I 
'I 

1& 

10 

------------~--~-----
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01 ... 01 buildings, machinery, plant or foroiture. 

6. Mineral Oil concerns-contd. 
Except for the following item.e--cor&td. 

(e) Pi~. Jines-
, (~1 Fixed boiler. . 

(i.) Prime movere 
(iii) Pipe line 

't. S!Jjp ...... 
(I.l Oooon-

(a) Steam . 
(b) Sailor tog 

(2) Ioland-
(a) Steamers (over 120 ft. 'in 1ooJrt,h) • 
(1J}- Steamers including cargo raunches 

(120 ft. in Ioogtb and noder). 
(e) Tllg boats • • • . ' • 
(tI) Iron or steel flats fnr cargo, ete. . 
(.) Wooden cargo boats np to 50 tons 

capacity. 
(f) Wooden cargo boats over 50 tona 

capacity, 
(gl Motor launches 
(h) Speed boats' 

8. Mines and Quarries-
(1) Railway sidingt (excluding rail&) 
(2) Sbafts 
(3) Inclinost • • • 
(4) Tramways on tbe .urfacot (excluding 

railo). 

• 

• 

9. AeropJ&De&-
(1) Aircraft • • . • 
(2) Aero-enginN . . . 
(3) Aerial photographic apparatus 

f 

Rate. Remarks. 

Pe_to 
ago on 
primo 
OOIt. 

10 

'* 10 

I , 
6 
6 

'I 
6 

10 

'* 10 
16 • If Speed Boa. " 

I 
II 
6 

10 

'. 

IIl8aD.I .. motor· 
driven boat with .. 
high speed internal 
Gombuatioo engine 
capsble of propell. 
ing the boat at & 

.~ 07-'ing 11 
miIos per boor in 
.till water and 10 
designed that wilen 
mooing at opeod i& 
will plane---t.e., it. 
haw will rile from 
tho water. 

t D.preoi&tion on ran. 
ued for tramwaY" 
and oidingJI, and in 
inclines wbero tho 
nil. are the proper. ,-

.. ty of tb. _ 10 
allowed at 10 ".. 
','eenl. UDder j..... 2 
....... (plant _ 
.in oonnectioa wita· 

, ~.ndQ_) 
in . addition to any 

"CI.preoi&tion oIIow· 
...... on the ooat of 
_oting the 
tram_ys aidingII or 
inaliDeo. 
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9. For the purpose of obtaining an allowance .for de- P. 46. 
preciation under proviso (a) to section 10 (£) (vi) of the Act, 
the assessee shall furnish particulars to the Income-tax 
Officer in the following form :- • 

P..tleal&n 

- , (lnalading 
original ... t. 
depreciation , 

Date &om 
alIo_ ... d 

aal!i!:_d1tule ' .alue naliaed " 

~~a~ouof "hioh !r. oaIe of .... p 
b . BI. Origlual 

tho yea uaed for ao) of oboolete 
-blnory, lor addi~OD" tho I ~Inory. plant :A.ma 
~t;or 

_to a1 ... tiooo, 
~ or furniture 80ld 

, 

'111'1. Impro_to ... ~ of the ord~rdod 
eztensiODB. bualn .... duriog th. year, 

with date. 011. 
"hich 8m 

broughplnto .... 
and lold or 
-.cJ. 

• 1 I·A I 3 , 4 II 

. 

I . 

• 
'. i. 

I 
I declare that to the best 'Of my infor-

mation and belief the buildings. machinery, plant and fur· 
niture described in column 1 of the above statement were 
the pl'Qperty, pf during the year ended 

and that the particulars p.ntered in the 
statemen~ are correct and complete. • ,. 
Plac, . . • Signatvr, 

Dat. Desigrw.tiqn 

10. All sums deducted in accordance with -the provi- P. 59. 
sions of section 18 of the Act. shall be paid by the person 
making the deduction to the credit of the Government of 
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India Wl!the same day as the deduction is made in the case 
of deduction by or on behalf of Government, and within 
one wee~ from the date of such deduction in all other 
cases: 

• • 
Provided that the Income-tax Officer may, in special 

cases, 'and with the approval of the Assistant Commis
sioner, 'Permit a local authority, company, public body or 
association, or a private employer to pay the income-tax 
deducted from salaries quarterly on June 15th, September 
15th, December 15th, and March 15th. 

P. 59. .; Ii III the case of income ~ch~;geable under the head 
, Salaries,' where deduction is not made by or on behalf of 
Government, the perSOIl paying the salary shall pay to the 
credit of the Government of India by remitting the amount 
to the IncoIIfe-tax Officer concerned' or to such officer as he 
may direct and shall send therewith a statement showing 
the name of the employe from whose salary the tax has'been 
deducted, the period for which the salary has been paid, 
the gross amount of.the salary, the deduction for a provi
dent fund or insurance premia,' and the amount of tax 
deducted. '. 

U-A. The prescribed rate of exchange for the calcula
tion Of the value in rupees of any income chargeable under 
the head ' Salaries ' which is payable to the assessee out 
of India by or on behalf of Government shall be the rate 
notified by the Controller of the Currency in respect of the 
reeovery of contributions to the Indian Civil Service Fund 
for the month in which such income is payable. 

P.59. 12. In ,the case of income chargeable under the head 
, Interest on securities,' where the deduction is not made 
by or on behalf of Government, the person responsible for 
paying the interest shall pay to the credit of the Govern
ment of India by remitting the amount to the Income-tax 
Officer concerned or to such officer as he may direct with a 
statement showing the following particulars :-

(i) Description of securities. . 
(i~) Numbers of securities. 

(iiz) Dates of securities. • 
(iv) Amounts'of securities. 
(v) Period for which interest ill drawn. 

(fli) Amount of interest, and 
f viz) Amount of tax: 
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13. The certificate to be furnished under secUon 18 (9) P. 61. 
of the Act by any person paying interest chargeable to 
income-tax on any security of th~ Government of India. or 
of a local Government shall be in thit following form :- _ 
Draft No. (') . .', .. ~!,.~_ 

Certified that Rs. ~ beinJ· income- rlP\"""to!. 
tax at the rate of pies }Jer rupee has been de'aucted by aa:: on tho 

draft of th~ date from Rs. ~. blling the ~tIeo~ 
amount of mteresti for tts. • . (I) N_. 
on (') for:R.. • standing. iD. the 01 SeomItJ· 
name of f61" Rs. . ~ 

199 . 

'Superintendent or PNncipaZ Officer . 
• 

To be signed by claimant. 
o. 

I hereby declare tha.t the seeurities on which interest 
as above specified has been received were my own property 
and were m the possession of •. 

at t.he time when income-tax was. deducted. 

SignattirB, 

Vate 

• 

M ~~ 

(N.S.-Th .... uriti .. to be produoecl wh ... required in oupport; 01 any 
claim.) 

• 

1S-A. The certificate (') to be furnished 'Under section P. 61. 
18 (9) of the Act by the person pa.ying any interest on 
debentures or other securitIes for money issued by or on 
behalf of a local authority or a company shall be in the 
following form:-

Name of Local Authority/Company. 
Address. 
To (')' •. 
N ameand address of payee (') 

(') In lb ..... 01 "- d."""t ...... or banda • cenilioate under aeot.ion 18 
(9) ohall GDIy be ri- if \b. _ipi ... , 01 the intenat declareo \be lWDe oDd 
add""", 01 lb. ~ owner 01 Ibo _urity at \b. time 01 rece\w.g the in_ 

(') Name ad add,.. of tho 0""''' of -..nv ohoold he IPftII ........ In 
the _~ of hoorer debeDtun!II or bonds, \11_ portieulua are to b.I Ii.... .. 
flecluod b, \he pa,.. ooo ... nlecl, ' 

(') To he completed oaI7 ia tho .... of houv debeD=- or boDdo. 
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I/W~ hereby certify that Rs. being income-tax: 
at the rate of • pies per rupee has been deducted from 
Rs. being the amount of interest at the rate of per 
cent. per annum due (') on debentures Nos. 

" of Rs. each of the (') and that it has been or 
will, within the prescribed period, be paid by-me/us to the 

·Government of India at 

Superintendent, Public Debt Office, 
or Principal Officer o~ Managing Agents. 

, 
193 . 

,(To be signed by claimant.) 

I hereby deolare that the securities on which interest as: . 
above specified has been received, were my own property 
and were in the possession of at the time 
when income-tax was deducted. 

. ,Signature 

Date 
(N.B.-The lleCuritiee to be produced when required in support of &lIT .' 

claim.), . 

P.63. 14. The certificate to be furnished by the principal 
.' officer of a company under section 20 shall be in the follow

ing form:-

(Name of Company) 

(Address of Company) 

Date. 
Warrant for Rs. (in words and figures or, if the certi

ficate is crossed by an entry in words stating that the 
amount of dividend is under the next multiple of Rs. 50 

(') The date on which inter;eot i. payable. 
{') Bere enter the name of the local .u~ or the _pany. 



79 

above that amount, in figures only) '. ,being 
dividend (')at the rate of Rs. (in words and figures) 

per share for the (") /the period from 
to during the year ending on the : 

day of 19 ,(,) 
on (') sha:r;es in this Company. . 

registered during the said Pllriod/on (Date) in the-
name of . This dividend was declared 
at the (') mellting held on the(6} 

193 . 

I/We hereby certify that income-tax on the entire/such 
part as is liable to be charged to Indian Income-tax of the
profits and gains of the Company, ·of which this dividend 
forms a part, has been, or will be duly paid by me/us to. 
the Government of India. 

Signature 

Office 

(To be signed by the claimant.) 
I hereby certify that the dividend above mentionea 

relates to shares which were my own . property at the time 
when the dividend was declared/during the period from 
\ to Ion (Date) and were in the posses-

Slon of 

Signature 

Date 

15. The returns for Government officers under section P 84. 
21 of the Act shall be prepared and submitted to the • 
Income-tax Officer by:- . 

(a) Civil Audit Officers for all gazetted officers and 
others who draw their pay from audit offices 

(1) Or diyidelld &lid bon .... 
(') Year or hlf-_ ... tIM _ ...., be. 
(") H ... enter whether '- of inOClDl.tu or D .... 
(.) H ... ell-.- Dum ..... &lid d-nptiOD of ab......: 
(') a ... · apecif)' Dum ..... and Datu ... of -tina. 
(") aere .. tar dalle.. 
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on separate bills; and also for all pensioners 
who draw their pensions from audit offices. 

(b) Treasury officers for all gazetted officers and others 
who draw their pay from treasuries on separate 
bills without countersignature; and also for all 
pensioners who draw their pensions from 
treasuries. 

(c) Heads of Civil or Mi1itary- offices for all non- . 
gazetted officers whose pay is drawn on estab
lishment bills or on bills countersigned by the 
head of office. 

Cd) Forest disbursing officers and Public Works 
Department disbursing officers in cases where 
direct payment from treasuries is not made, 
for themselves and their establishments . 

• (e) Head postmasters for (i) themselves, their gazetted 
subordinates and the establishments of which 
the establishment pay bills are prepared by 
them and (it) gazetted supervising and control
ling officers of whose headquarters post office 
they are in charge; Head . Rec:ord Clerks, 
RaHway Mail Service, for themselves an!i all 
the ·staJi whose pay is drawn in their estab
lishment pay bills; the Disbursing Officers in 
the case of the Administrative and the Audit 
offices. 

(f) Coritroll~rs of . Military Accounts (including 
DiviSIOnal Military Supply, Marine, Field 
and War Controllers) for all gazetted military 
officers under their audit. 

(g) Disbursing officers in the Military Works Depart
ment for themselves and their establishments. 

(h) Chief Examiners of Accounts or Chief Auditors 
of Railways concerned for all railway em
ployes under their audit. 

P.64. 16. The minimum income under the head" Salaries " 
referred to in section 21 (a), shall be Rs. 1,000 per annum. 
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17. The return' to be aelivered to the Income-tax Officer P. 64.: 
under section 21' of the Act shall be' in the following 
form.:-

1 I • , I , , .... 
101111~1' 

- -1--1---1---1--1----1- - ___ ~_I_-I __ _ 

.' 

I 

I certify that the above statement contains a complete 
list of the total amounts paid by to all 
persons who were receivin/t income on the 31st day of 
March 19 at the rate of l(s. 1,000 per annum, or have
reooived during the year ended on that day not less than 
Rs. 1,000 in respect of salary, wa~, annuity, pensiono
gratuity, fees, commission, perquisltes, or profits in lieu 
of or in addition to saI&ry or wages, and that all the parti
oulars stated are correct. , 

Vat, 

Sigtlatur, of pI1f'srm by whom: 
1M r.wm is dsli"lf':,d. 
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P.65. 18. (1) The return of total income 10f companies re-
quired under section 22 (1) shall be in the following form 
and shall be accompanied by a copy of the profit and loss 
account referred to therein;-

Total income 01 the company. 
IIncome, profits, or gains 88 per profi~ and 1088 account for the year 

ended 19. . • • .'. • 
Add-Any amount debited in the •• oounts in reapeet of-
, 1. Reeerve for bad debts . 

• 2. Sums carried to reserve for provident or other funda 
8. Expenditure of the nature of charity or preaents . 
4. Expenditure of the nature of capital • 
6. Inoome-tu or Super-tu . 
6. I!A!ntBl value of property owned and oocupied. • • 
7. bast of additions to, or alteration, extensions, improvemente 

of, any of the .....,ts of the bUBlIleaa 
fl. Intereat on reaerye or other fundo 
9. Losses sustained in former years . 

10. Losses recoverable under an insurance or contract of 
indemnity 

11. Depreciation of any of the aaaets of the company 
12. ExpenseH not incurred solely for the purpose of earning 

the profits 

TOTAL Ro. 

Deduct-Any profits or income included in the a('count~ .Hi 

account of-
(a) Interest (net amount) on securiti .. taxed at source . 
(b) Interest on securities tax-free 
(e) Dividendo (net amount) from compani .. tued in British 

India . . . . . . • . . . • 
Oed) Other item. alreedy taxed at lOurce (specify details) . 

BALAN"" R •• 

If the conipany owns any property not occupied for the 
purposes of the business a statement in the form prescribed 
in Schedule A to rule 19 should be attached with particu
lars of the credit and debit on account of such property 
entered in the accounts. 

Declal·ation. 
I. the [Secretary. 

etc., (see section 2 (12) of the Act» of the 
(name of Company) declare that the 

information against each head in this return is correctly 
given as shown in the books of the Company as also in the 

• NOTB.-If any other deduction is to be claimed, pleue give particulan 
thereof in a separate letter to he forwarded with the return. 
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accounts which have been· duly audited by the auditors of 
the Company and'~hich have been adopted by the share
holders of the Company. 

Dated 

(Signature) 

(Designation) 

19 -" 

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

19. The return of total income for individuals, fihns, P. 66. 
Hindu undivided families and other associations of'indi
viduals not being companies required under section 22 (2) 
shall be in the following form :- . 

Statement of total income during the pre'Dious year. 

1 

1. liolori.. (iaoludiug -11""' 
annuity. penlion gratUlty. 
fees. oommiuioD. allow-
anoel, perquiait.u. includ-
ing ron!,.f... qllAl'terl). or 
profit.a .... ind ia lieu of. or 
In oddit.iOlll to w"'7 or -11"' [ae. aoM (1)] 

l·A. The oonVibut.iODl mad. h:r 
an eD1plOfU to the ac'COunt in 
• "'''0ll,n.ad pro"';deal fODd 
of \h. _ making \he 
return • • • • • 

l·B. The iat ..... , eooruiall to u.. 
aCCOUDt. ment.ioaed 'D l·A 
",hir\b ia D~ uamp' f:rom 
iuoom .. tu [_tiOD 68-F (')1. 

a. In_ OIl _urili .. (me\udiag 
dobealureo) aIrood;r tued • 

" Jut.,.... OD. aeeunti.. of \he 
Go_eat of India or of )"..l 
00 .. 1'1lIIl"''''' doaIarecl 10 be 

.. 
iacom .. tu f.... • • • [ae. _ (3)] 

4. Proport1 u NloWll ia del&il ill . 
Ikhadul. 4 .. (4) 

I 

AmOUDt of 
profito or 
geino or 

Income duriog 
the prefto_ 

;year. 

Ro. 

a ? 

Taz aIroedy 
obarged em 

the moome. 

Ro. 
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Statement of total income during the 'previous year-contd. 

Sources of Income. 

5. Busines.'I, trade" commerce, 
manufacture, or dealings in 
property, sha.res or secnrities 
(details .. in Dote 5) • • [Bee Dote (5)] 

6. Profession J) (6) 
7. Dividends from Companies 

(Det) .. . . . .. (7) 
8. Interest on mortgages, loans, 

fixed deposits, cunent· Ie· 
counts, at:., not bearing 
income frC'm business 

9. Ground rent . . . 
10. Any source other than those 

mentioned above including any 
income earned in partnership 

'. with other. 

DeductIOns claimed"':'" 

.. (8) 

Total 

(al on &CC'JUDt of insurance premia . 
(b on account of ccntributiofl!l to 8 provident 

fund 10 which the Provident Funds 
.Act applies . .. .. . 

(c) on account of contributioDs to • recognised 
provideDt fund [sectioD 58-A (a)J 

(d) othen; ..... 

2 

Amount of 
profits or 
gainl or 

inoome during 
the previo~ 

year. 

Ba. 

3 

Tax a1ready 
charged on 

the income. 

Ro. 

I declare that to the best of my knowledge and belief 
the information given in the above statement is correct 
and complete, that the amounts of income shown are 
truly stated' and relate to the year ended and that 
no other income accrued or arose or was received bv mel 
the firm/the family/the association during the said year 
and that lithe firm/the family/the association had during 
the said year no other sources of income. • 

Dat.e 
Si{1nlZture 

N.B.-(a) Income accruing to you outside British IDdia received iD 
British India is liable to taxatioD, and must be eDtered by you iD the form. 

(b) All income from wbatever source derived mast be eDtered in the form, 
including income received by you 88 a partner of a 6.rm. 

N OTB l.-In column 2 should be showD the gr088 amouDt of salary aDd 
not the net amount after deduction on account of income-tax, prondent. 
fuDdo, eta. 
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NOTB 2._" Interest' on securities" meaDS the interest on promis8o;.y motet, 
or bondl inned by the Government of India or a local Government,· or the' 
intere8t on debentures or other securities for money issued by or on behalf 
of a local authority or company. Where income-tax has been deducted from 
the inter .. t, or whe .. the inte ... t haa been paid inaome-tax free, the amount 
of tax .0 deduoted or paid .hould be added to the amount of inter .. t actually 
reoeivad, and the grooa amount 80 arrived at should be antered in oolumn 2 of 
the statement. The term. H interest on securities U does Dot .include interest 
on fixed depoBita or mortgage. or other loans, which have to be .hown undm;. 
heeding 8. . 

The inter .. t on 88Ouriti.. of the Government of India or .f local 
Governmenta declared to be inoome-tax free should be .hown under head 8. 
Tho.e which are not declared to he income-tax free should be inclutted 
under thia heed. 

Entri.. under thia head muet be Bupported by the certificate iaeued by 
the penon or Company paying the intereat under sectiOD 18 (9) of the Act. 

NOTII S.-(a) The income-tax payable on the intareat receivable aD a 
880urity of a Local Government iaened income-tax free ia payable by the 
looaI Government and Dot by the holder of the leourit,.. 

(b) Only the iDtereat on lOouriti .. of the Gow ........... t 01 Indio or of .. 
local Govarnment deolared to be inaome-tax free mould be entered againat 
thia heed. Suoh intereat will not be charged to inaome-tax, but it muet 
be included in the .tatement of total inaome in order to .. certain the 
.ate of income-tax chargeable on other inoome. It iI chargeable to aupe ... 
e ..... 

(c) Partioular. of any intereBt on .ecuriti .. iaeued by other anthoriti .. 
and at.ated to be free of inoome-tax mould be entered against head _ 2i .. 
income-tax on IUch intereot ia actnally paid by theae authorities aD bellalf 
of the recipient.. 

NOT. '.-The tax ia l!ayabl. under thia heed in reapect of the baM /ide 
annual value of any bu.ldinga or landa appurtenant thereto of which yon 
are the owner, other than luch pomona of BUch buildinga and lando aa yon 
may oooupy for the purpoaa of your buoin .... 

SCHEDULE A. 

i. '8 '1;" I I ! Ded,uoUo-. I 

:!, 1 J .! I ! t • 8 

t l ~ 

I j t s 
J 1 I I ~ t '8 • • f" e !- ). s 

I al ~ ! ! ..; ... 
i ,~ 

Ii ~ ! ~1 = 1 'Sf} • '; ~ ;~ t ~ i s 
~i i. 

I 1 n a w g' 

il i if 
w 

i J 
• J :is a ,;S i l' I s· f 1= I f. != ~I iii I ;;1 =~ ,:; iU '8':; i 1 '1;'- '151 13 

)1 9i I 
gw 

It r 1 if !i I~ J ii 
'I; s! 

J 1/1. ~d ~ Ii ) S ,,'8 • • ~ .. 
~ • • • • • '" 

, • • 10 11 11 18 lU U U 

. 
I 
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.No,TB 6.-(4) Where you keep your accounts on the mercantile acoount.. 
anl\Y or; book profits system, you must file return in the following form:-

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

Income, 'pronts or gains as per Profit and Loss Account for the 
year ended I 19. 

Add.-Any amount .debited in the accounts in respect of-' 
1. "ReBerve for bad debts . 

.. 2. Sums carried to l'BServe for provident or other funds 
3. Expenditure of the nature of charity or presents 
4. Expenditure of the nature of capital . 
5. Income-.t&x or Super-tax 
B. Drawings or salary of proprietor or partnera 
7. ,Rental value of property owned and occupied 
8. Coat of additions to, or alterations, extensiona, improve

ments of any of the BBBets of the businees • 
9. Interest on the proprietor's or partner'. capital includ

, ing interest on reserve, or other funds . 
10. Lossea sustained in former years . 
11. Losses recoverable under an insurance or contract of 

indemaity 
12. Depreciation of any ·of the aasets of the business . 
13. Private or personal expenses and expenses not jncurred 

solely for the purpose of earning the pronts 

Veduct.-Any profits included in the account already charged to 
Indian income-tax and the interest on securities of the 
Government of India or of local Governmente declared 
to be mcome--tu:: free . 

B.lLAl<CII 

Signature '. of the person making the return. 

Date 

Ro. 

19 . 

(b) Where you do not keep your accounts in such a form, you muat file a 
statement showing how you arrive at the taxable profits, i.e., sbowing details 
of the gross receipts and of the expenditure you propose to set against tbose 
receipts. No deductions are permissible on account oi-

# 

(i) Property owued and occupied by the owner of a bnsin ... for the 
purposes of a business; 

(ii) AdditioD8 to or alterations, exteDsiona, or improvemente of any of 
the BBBOts of the busin ... ; 

liii) Interest on the capital of the proprieton or pertnen of the 
. business; 
(iv) Bad debts not actually writteno()ff in the acoounts; 
(v) Losses 81I8tained in previoua. years; 

(".) Reeerveo of any kind; 
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(~ii) Sumo paid Oil aceOUllt of the iIlcome-tn or ouper-ta,. or all,. tn 
l&Vied b,. a looal authorit;r other thall local rateo or mu1l.icipal 
ta"e. ill reapeet of the portion of the premise. used for the pu .. 
pos. of the bUllin ... ; 

(11iii) Any expenditure of the nature of charity or a present; 
(ioo) An,. e"p.llditure of the nature of oapital; 
(oo) An;r lOBI recov.rable UIlder an illluranoe or a contraot of iIldem-

nity; 
(.,;) D.preciation of any kind other than that .peciJIed ill the Act;, 

(mii) Drawings or salaries of the proprietors or ~e partners; 
(";ii) Private or per.onaJ ."pen ... of the asoe .... ; . . 
(ooi~) Any .xpenditure of allY- kind whioh u. not iIlcurred .olel,. for the 

purpOBB of .arning the proiito. 
If you have inoluded any such sums in your expenditure in your books, 

you muat exclud. them from the .,.penditar. permissible for the pnrpos. of 
arr\ving at your tuabl •. proiito. 

(e) You are also required to attaoh a .tatement .homg the luma 
oharged in your accounUs under the .provision. of .ection' 58-K (2). 

No .. 6.-Th. incom., profito or gains shaJi b. 'computed after making 
allowance for any exp.nditure (not heilllli in the nature of capital espendi
ture) incurred 801ely for the purpose of IUch profession or vocation, provided 
that. no alloW8DOB is made on account of any of your personal 8s:peDBe8. Pro-
fassional fee. received by you in any part of India (whether withill British 
India or not) must be included b,. you in your reoeipto. 

NOTB 7.-lncome-t.,. chargeable on the profits of compalli .. is paid b,. the 
companies, 10 that the dividendI received by Ihareholde .. repr_nt the net 
amount remaining after an;r income-ta" due h:r the company haa been paid. 
Thi, amount should be .nter.d in oolumn 9 of the stetement. The propor
tionate tilt will be added in the Income-tu Ollice. . 

If the r.te of ta" applicable to your total income is I .... han the rate of 
tu applioable to the I'raft .. or gains of the oompany at the time of the 
d.c1aration of IUch divldendo, ,.ou may, b,. attaching the compan;r'. oertili
cate reooived with the dividendo, have the .,..... collected on ,.our dividendo 
from the company let agailllt the ta:.: payable by you on your other income 
m.tead of hovina; to appl;r eeparatel;r for a refond. 

NOTa 8.-AgriculturaJ income from land not paying land revenUe or local 
rateo to an authorit;r in British India should be included under this head 
or under income from business according to circumstances. 

N"". D.-Dednotions from total income can anI,. be made for insurance 
premia in respect of insurance on your Own life or on the life of your wife, 
or in I'88pec-t of a QODtrac\ for .. deferred annuity on your own life or on the 
life of your wife. No deduction il permissible in the case of any other form 
of mourRDOI uoopt in the oaae of Hindu undivided famili .. where dedu ... 
tiona areJermiuible OD at'COunt of premia paid in respect of insurance on 
the life Rny mal. m.mber of the famil;r or of his wife. The original 
.-ipt or the oortillcato of the inouranoe oompany to which the premium 
.... paid must be attached to the return. 

20. The Notice of Demand under section 29 shall be in P. 71. 
the following form:-

NOTICE OF DEMA...~D UNDER SECTIO~ 29 OF THE 
INCOME-TAX ACT, 192'2. ," 

To 
1. You have been assessed for the year to inoome-

tax amounting to Rs_ [in additi~D to which & 
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penalty of Rs'. has been imp~sed], a.s shown in 
.the·'Copy of the assessment form sent herewith . . . . 

2. You have also been assessed to super-tax amounting 
to Rs. . . 

3: You are required to pay the amount of Re. 
on or before the to at 

when you will be granted a receipt. 
~. If you do not pay the tax on or before the date 

specIfied above, you will be liable to a penalty which may 
be as great as thll tax due from you. 

5. If you are dissatisfied with your assessment you may' 
present an appeal under sub-section (1) of section 30 of the 
Indian Income.-tax Act, 1922, to the Assistant Commis-
sioner _of Income-tax at ' 
within 30 days from the receipt of this notice, on a peti
tion duly stamped in the form prescribed under suJ;:sec
tion (9) of section 30 and verified as laid down in that form. 

Or. 
The assessment has been made under sub-section (4) of 

section 23 of the Indian Income-tax Act, 1922; because you 
failed to make a return of your income under section 22/ 
to comply with a notice under sub-section (4) of section 22/ 
to comply with a notice under sub-section (2) of section 23, 
and no appeal lies. But if you were prevented by suffi
cient cause from making the return or did not receive the 
notice(s) aforesaid, or had not a reasonable opportunity 
to comply, or were prevented by sufficient cause from 
complying, with the terms of the notice(s), you may apply 
to me within one month from the receipt of this notice 
under section. 27, to cancel the assessment and proceed 
to make a fresh assessment. 

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

Dated 19 • 

Income-ta3J Ofjicer. 

Place 
Nom.-Tbe superftUOUI ..orela in paragraph IS ehould be daleleol. 
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, . 
• ASSESSMENT FORM . • 

ASSESSMENT POR 193 -193 UNDER SECTION 
OP 1922. 

District or A rea. " 
Name of assessee 
Address 

Number in: General Index 
Number of miscellaneous record 

Sorial 
No. 

Detailed 10_ of Inoome. 

I .. Salary (lnolndlug employee'. 
provident fund oontribu· 
IiIODO). 

IA .lonnal ...... tIou (I... em· 
poyee'. provident lund 
<lontributlon) nnder ... liIon 
6SA(J). 

I Intereot on Houritl.. • 

I Proporty 

, BuoIn ... .. 
II l'IofuoIon • 

II Other .01ll'00i 

" • 

Amount of 
-maoma. 

Bo. 

Tu dednoted 
at IOU;I'Qe. 

i" 
R •• ·A., 

~. 

Bo. ... Ba. ... 
(I) ToltJ Inoome 

~I) Doduotion und .. oeotlon 1 (i) or on lOOOunb of 
provident fund, 10 _ the Provident i'und. 
Aol, 18117, applleo. 

! iiI) Doduotlon on .... nnt of .... ognlaod". provideot 
fund-

(II) Oontribntluno • 
(b) Eaompted In ..... , 

(i.) Dadnotlon on .... uot of Ina ........ premia • 

(.) Daduo. anm. roooiwd .. dlTldOlldo or from a lIrm 
.... proata ·of "I>i.' ..... beOD oIwpd lolnaoma-

. tax. 

( .. 1 Dodno. amonnt of in_ from tq.""" ~ 
.... of the Go_, of India or of • IooaI 
Go_I. 

(.o.1Inoome DO" .. be ... ~ted 10 m-.. 
(tiM) Batt .. l'pllcable ............... pIeo pol' rupee 

. . . 

, . 

• 



'. 

90 

(,,) Deduotion under ... tion 17 • . , 
(:ri) Amount of deduotions at source from salary or 

interest on securitie8 for whioh credit is given 
under ... tion 18 (6). 

(,,;') Abatement on 8000unt of dividendo (at ............. .. 
pi .. per rupee). 

(ziij> Abatement on account of income from & registered 
firm (at ............... pi .. per rupee). 

(,,;") Net amount of income.tax (or refund) 

(ev) Amount of .upei!l£os • 

(m) Penalty undor .~otion 28 or BOotion 20 (Z) 

(mi) Totel own payable (or to be munded~in agm. 
as we\l ... in words). 

Rupeea .................... . 

annaa .................... . 

Dated 199 

Ro. R •• ~. 

. I nc'ome-taa; 0 !ftcer. 

Serial, 
No. 

Classification of demand. 

Claaoification. 

-------------------~-------
1 

2 

3 
4 
6 
e 

BaIa.riea-
(a) Pold by Government •• • 
(6) " a local authority. . . • 
(e) " companies, other bodies and aasociat.icm8. 
(d) '0 private employAl'S •• 

-Interest on securities- . 
«(I) on securities of the Government of In4)ia 
(b) "\ ,t local Governments 
(e) on ~ebentures and other seouritiea: of a local 

authority or compAny. 
Inoome derived hom property • 

" '0 u b118meas • 
Profeaoional earningo. • • 
Income derived from other sources 

Total 

Deduction aD account of section 7 (':), 16 or 58F • 
Deduction on acoount: of section 17 • . 
Total of refundo and rebates as in the c1aaoi1ir.tion ... ge 

below. 
Penalty noder oection 20 (2) • 

0' ",.28. 
Net demand (or refund) • 

Amount of tn:. 

Ro. 

• 

• Where the result of an a&8e88ID.ent is an abatement the .um .lIowed 
as a refund or rebate sbould be entered in the classifioation oage below. 
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"'Classification of refunds and rebates .. 
Souroe 01 inoome •.• Rate 01 refund or rebate. Amonnt of re'and 

or reba.te • . 
. . , 

Be. ... 

-
Ii-

.. 

... . . • Ite..,. (1IIi) aDd ( ... ,,) on p ..... page and abatement regarding aecur,tieo . 

Record of cash re/unas. 

D.te 01 lMaeof 
ROu.. 01 dem_. 

• 
N1UIlbor of .... uober 

Date of ...,noher 

....... nn' of refuD.d 
, 
~ for reIoIld 

tRewn.. 
N. Noll IDbmitted. 
A..SabmilMd and IIOtOIpted. 

, 
· 
· 
· 
· 

· 
· 
· 
· 

t A .... unte. 
N=NolI .abmitted. 
A.=SabmitW and ...,.pted. 

B..Submitted. but 1M srrneut DO' R.Submitted, but... hAl)fi Dot. 
baaad on it. bued on them. 

t NurL-For the PUrJM* of oompiliDg AllDllal Return No. VUl, 
I. T. 0.. ohoald in?&ri~ &trike ... , the inapplioable _,trilL 

.' 
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P.78. 21. An appeal under section 30 shall, in the case of an 
, appeal against a refusal of an Income-tax Officer to make 

a fresh assessment \lD.der section 27, be in Form Ai in the 
Case of an appeal against an order of an Income-tax Officer 
under section 25 '(2) inForm C i in the case of an appeal 
against an order Qf an Income-tax Officer under section 28 
in Form D and in other cases in Form B. 

FORM A . 
• 

E:orm of appeal against an order refusing to reopen an 
assessment under section 27. 

To 

The Assistant Commissioner of 

The day of 19 . 

The petition of of poet office, 
District sheweth as follows:-

1. Under the Indian Income-tax Act, 1922, your peti-
tioner has been' assessed on the sum of Rs. for 
the year commencing the 1st day of April 19 . 

2. Your petitioner waS. pi-evented by sufficient cause 
~rom making the return required by section 22 or did not 
receive the notice issued Under sub-section (.4) of section 22, 
Or sub-section (2) of seCtion 23, or had not a reasonable 
opportunity to comply or was prevented by sufficient cause 
from comp1ying with the terms of the notice under sUQ
section (.4) of section 22 or sub-section (2) of section 23, as 
more particularly specified in the statement attached. 

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

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

Signed 
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STA,TEMEN:r Ol!" FAC:rS, 
, . 

Form oj 'Derification, 
I, " the pe.titioner: named in the 

above petition, do declare that what is stated therein and in 
the above statement of facts is trp.e 'to the best of my 
information and belief. 

Signed 

FORM B. 

Form oj appeal against assessment to Income-ta:.c. 
To 

The Assistant Co=issioner of 
The day of 19 . 
The petition of of post office, 

District sheweth as follows :-
1. Under the Indian Inoome-tax: Act, 1922, your peti

tioner has been assessed on the sum of Rs. for 
the year COI!lIIlencing the 1st day of April 19 . The 
notice of demand attached hereto was served upon him 
on 

2. Your petitioner's inc6m~ i.ccruing or arising or re
ceive4 or deemed unde~ the :provi¥~ns of ~e Act to accrll8,. 
or arIse or to be receIved ill Britlsh India for the .year' 
ending the day of 19 amo\tnted to Re. . '. 

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

days. 
4. During the said year your petitioner had no other 

inoome or profits. 
5. Your petitioner has made a return of his inoome to 

the Inoome-tax: Officer under section 22, 
sub-section.(/) of the Act and has oomplied with all the 
terms of the notice served on him. by the Inoome-tax: Officer 
under section 23 (I). and/or [section 22 (4)]. 
. Your petitioner therefore prays that he may be assessed 
accordingly (or that he may be declared not to be charge
able under the Act). 

• Signed 
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~GROUNDS OJ!' APPEAL. 

• Form of verification . 

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

Signed 

FORM C. 

Form of appeal against an order under section £5 (2). 
To 

The Assistant Commis!1ioner of Income-tax. 
The . day of 19 
The petition of of post office, 

District sheweth as follows :-
1. Under section 25 (2) of the Indian Income-tax Act, 

1922, a penalty of Rs. has been imposed on your 
petitioner. The notice of demand attached hereto was 
served upon him on 

2. Your petitioner was prevented by sufficient cause as 
more particularly explained below from giving notice 

:.within the time pr~ribt:d by section.25 (2) to the Incol!le
tax Officer of the dlscontmuance of hIS busmess, professIOn 
-or vocation.. . 

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

Signed 

STATEMENT OJ!' J!'ACTS. 

Form of fJerifi,cation. 
I, , the petitioner, named in the 

above petition, do declare that what is stated therein and 
in the above statement of facts is true to the best of my 

:information and belief. 
Signed 
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FORM D. 

Form 0/ appeal against an order under section !t8. 
~(I 

The Commissioner of _ Income-tax/The Assistant 
Commissioner of Income-tax, 

The day of 19 . 
The petition of of post office, 

District, sheweth as follows :-
1. Under section 28 of the Indian Income-tax Act, 

1922, a penalty of Rs. has been imposed on your 
petitioner by the Income-tax Officer/Assistant Commis
.sioner. The notice of demand attached hereto was served 
upon him on 

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

S. Your petitioner therefore requests that the order of 
the Income-tax Offioer / Assistant Commissioner imposing 
.a penalty of Re. upon your petitioner may be set aside. 

Signed 

STATBMENT OJ!' J!'ACTS. 

Form 0/ "'"fieation. 
I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

22. An ap~ under section 32 (.f). shall in 'the .C8J!8 of p .. 80. 
an appeal agaiIist ~ order of an Assistant CommISBlo~' , 
under section 28 be In Form D att.ached to Rule 21 and In 

-other casee in Form E. 
Dlc:mm-~U 
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FORM E. 
To 

The Commissioner of Income-tax, 
The day of 19 . 
The petition of sheweth as follows :-
1. Under section 31 (3) of the Indian Income-tax Act, 

1922, the Assistant Commissioner of has 
increased the tax payable by your petitioner from Rs. ' 

• to Rs. . 
. 2. 'your petitioner prays that the enhancement may be 
set aSIde or reduced to Rs. for the reasons stated 
below. 

Signed 

GROUNDS OF APPEAL. 

Form of verification. 
I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

22-A .. An appeal to the Commissioner for a reference 
to a Boarq. of Referees shall, in cases falling under sub
section (1) of section 23-A, be in Form F, and, m cases fall
ing under sub-section (2) of section 23-A, be in Form G. 

FORM F. 
To 

The Commissioner of Income-tax, 
The day of 19 . • 
The petition of sheweth as follows:-=-
1. The Income-tax Officer of , with 

the previous approval of the Assistant Commissioner of 
has passed an order dated 

. of which a copy is attached under sub-section (1) of section 
23-A of the Indian Income-tax Act, 1922, that the sum 
payable as income-tax by the firm/association known as 
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shall not be'(letermined and that the share of your peti
tioner in the profits and gains of the'said firm/association 
'shall be included in his total income for the purpose of 
.assessment; and a notice of the said order has been served-
upon your petitioner on the day of . 

2. Your petitioner, 'being aggrieved, for the reasons 
atated below, by the order of the Income-tax Officer, prays 
that the said order may be se~ aside. 

Signed 

GROUNDS OF APPEAL. 

Form oj verification. 
I, ,the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

FORM G. 
To 

The Commissioner of Income-tax, ' 
The day of 19 
The petition of sheweth as follows:-
1. The Income-tax Officer of , with the 

previous approval of the Assistant Commissioner of 
has passed an order dated 

of which a copy IS attached under suh-section (£) of sec
tion 23-A of the Indian Income-tax Act, 1922, that the· 
$um payable as income-tax by the company known as the 

shall not be determined and that the 
propox:tionate share of your petitioner in the profits and 
pains of the said company shall be included in his total 
IJlcgme for the purpose of assessment; and a notice of the 
sAid order has been served upon your petitioner on the 

day of 
2. Your petitioner, being aggrieved, for the reasons set 

. out below, by th!! order of the Income-tax Officer, prays 
that the said order may be set aside. 

Signed 
E 2. 



P.2. 

P.2. 

GROUNDS OF APPEAL. 

FfI'I"m of verification. 

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

Signed 

, 23. (1) In the case of income derived in part from 
agriculture and in part from business an assessee shall be 
entitled to deduct from such income the market value of 
any agricultural produce raised by him or received by him 
as rent in kind which he has utilized as raw material for
the purposes of his business or the sale receipts of which 
are included in the accounts of his business. The balance
of such income shall be deemed to be income d€!rivcd from 
the business and no further deduction shall be made there
from in respect of any expenditure incurred by the asseSRee
as a cultivator or receiver of rent in kind. 

(2) For the purposes of sub-rule (1) .. market value f~ 
shall be deemed to be :-' 

(a) where agricultural produce is originally sold in the
market in its raw state, or after application 
to it of any process ordinarily employed by a 
cultivator or receiver of rent in kind to render 

"'it fit to be taken to market, the value calculated 
according to the average price at which it has 
been so sold during the year previous to that 
in which the assessment is made. 

'b) where agricultural produce is not ordinarily sold 
in the market in its raw state, the aggregate 
01-

(1) the expenses of cultivation; 
(2) the land revenue or rent paid for the area·· iD 

which it was grown; and 
(3) such amount as the Income-tax officer finds. 

having regard to all the circumstances in each 
case, to represent a reasonable rate of profit 
on the sale of the produce in question as agri
cultural produce. 
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24. Income derived from the sale of tea grown and 

manufactured by the seller in British India shall be compu
ted as if it were income derived from business, and 40 
per cent. of such income shall be deemed to be income, pro
fits and gains liable to tax. 

25. In the case of Life Assurance Companies incor- P.107, 
porated in British India whose profits are periodically as
certained by actuarial valuation, the inCome, profits and 
gains of the Life Assurance Business shall be the average 
annual net profits disclosed by the last preceding valuation, 
provided that any deductions made from the gross income 
III arriving at the actuarial valuation which are not admis-
sible for the purpose of income-tax assessment, and any 
Indian income-tax deducted from or paid on income 
derived from investments before such income is received, 
shall be added to the net profits disclosed by the valuation. 

26. Rule 25 shall apply also to the determination of the p, 107, 
income, profits and gallls derived from the annuity and 
capital redemption business of life assurance companies, 
the profits of which oan be ascertained from the results of 
an actuarial valuation. . 

27. If the Indian income-tax deducted from interest p, 107. 
on the investments of a company exceeds the tax on the 
income, profits and gains thus calculated, a refund may be 
permitted of the amount by which the deduction from 
interest on investments exceeds the tax payable on such 
income, profits and gains. ' 

28. In the case of other classes of insurance I'bu:;iness p, 107. 
(fire, marine, motor car, burglary, etc.) of a company in
corporated in British India, the income, profits or gains 
shall be determined in accordance with the provisions of \' 
the Act. subject to the allowance specified in the rule next 
following. 

29. If in the ordinary accounts of any insurance busi- p, 107.' 
ness other than Life Assurance. Annuity, or Capital Re
demption Business carried on by an Insurance Company 
any amount is actually charged against the receipts for 
the sole purpose of forming a reserve to meet outstanding 
liabilities or unexpired risk in respect of policies which 
have been issued (including risk of exceptional losses) and 
is not used for any other purpose such amount may be 
tl'E'ated as ~xpenditure incurred solely for the purpose of 
earning the profits of the busin~, 
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P. 107. 30. Any amount either written-off in the accounts or 
through th!l Actuarial Valuation Balance Sheet to meet 
depreciation of, or loss on. securities or other assets or 
whioh is carried to a res.exve flind formed for that sole pur
pose an.d I!ot ,used for any other purpose, may be treated as 
expendIture Incurred solely for the purpose of earning the 
profits of the business. Any sums taken credit for in the 
accounts or Actuarial Valuation Balance Sheet on account 
of appreciation of or gains on the securities or other assets 
shall be deemed to be income chargeable to tax, subject 
always to deduction of such portion thereof as has been 
otherwise taken into account in calculating the income, 
profits or gains. 

P.107. 31. The income, profits and gains of companies carry-
ing on Dividing Society or Assessment business shall be 
taken at 15 per cent. of the premium income in the previous 
year and, in the. case of ~on-r~sident ~ompanies, .at 15 per 
cent. of the IndIan premIum Income In the prevIOUS year. 

P. 107. 32. Notwithstanding anything contained in rules 25 to 
31, the total income, however, of an insurance company 
carrying on more than one class of business shall be deter
mined by its aggregate income from all classes of busi
nesses. 

P.187. 33. In any case in which the Income-tax Officer is of 
opinion that the actual amount of the income, profits or 
gains accruing or arising to any person residing out of 
British India whether directly or indirectly through or 
from any business connection in British India cannot be' 
ascertained, the amount of such income, profits or gains 
for the PW'Poses of assessment to income-tax may be cal
culated on such percentage of the turnover so accruing or 

.' arising as the Income-tax Officer may consider to be rlla
sonable, or on an amount which bears the same proportion 
to the total profits of the business of such person (such 
profits being computed in' accordance with the provisions 
of the Indian Income-tax Act) as the receipts so accruing 
or arising bear to the total receipts of the business, or in 
such other manner as the Income-tax Officer may deem 
suitable. 

P.87. 34. The profits derived from any business carried on 
in the manner referred to in section 42 (2) of the Act may 
be determined for the purposes of assessment to income-tax 
according to the preceding rule. 



101 

35. The total income of~the Indian branches of. non~ P. 87. 
resident insurance companies (Life, Marine, Fire, Acci- 107. 
dent, Burglary, Fidelity Guarantee, etc.), in the absence 
of more reliable data, may be deemed' to be the proportion 
of the total income, profits or gains, of the companies, cor
responding to the proportion which their Indian premium 
income bears to their total premium income. 

36. In the case of a person resident in British India, P. 92. 
an application for a refund of income-tax under section 48 
of the Act shall be made in the following form :-

Application for refund of income-tu. 
I, of 

do hereby state that my total income computed in accord
ance with section 16 of the Indian Income-tax Act, XI of 
1922, accruing or arising or received in British India, or 
deemed under the Act to accrue or arise or to be received 
in British India, during the year ending on the 31st March 
19 • amounted to Rs. only. 

I therefore pray for a refund of 
Rs. under .. Salaries ". 
Rs. under .. Securities" . 
Rs. , ,under .. Dividends from 

panies ". 

('l'be portion 
, Dot ""Iahed 

ahould be 
oooncI ...... , 

com-

Rs. under .. Share of profif.$ of the 
~stered firm " known as . of which 
t am a partner. 

SignaturB 

I hereby declare that J am resident in British India, 
and that what is stated in this application is correct. 

DatBfl 19 • 
Sig7IQ.turB 

, 36-A. In the case of a person not resident in British P. 92-
India. an application for a refund of income-tax under' 
section 48 of the Act shall be made in the following form :-

, Appllcali01l lor rBf"fad 01 iftC01n4J--taz. 
I. of 

residing at in (rountry) 
do hereby state that my total inrome romputea in acrord-



(The portion 
not requlled 
• hould b. 
IOOred out.) . 

102 

ance with section 48 (.4) of the ,Indian Income-tax Act, 1922, 
during the year ending on the'31st March 19 ,amounted 
to Rs. only, as per return enclosed. 

I therefore pray for a refund of 
Rs. under " Salaries .... 
B.s. under " Securities " . 
Rs. under "Dividends from com-

panieS ". 
B.s. under "Share of profits of the 

registered firm .. known as of which 
I am a partner. 

Signature 

I hereby declare that I am a British subject. (See 
note 2)/subject of State being a State in India. I 
also declare that what is stated in this application is cor
rect .. 

Dated 19 . 

Signature 

Sworn before me (Name) 
Designation Signature at on 

NOTII I.-The above decla.ration shall be _om (tI) before" Jutiee of 
the Peace, a NotaIy Public or Commioeioner of Oathe if the applican. for 
refund reeideo in any part of Hia M"jeoty'. Dominiono ouwde Britiah India, 
(b) before a Magiatrate or other official of the State or " Political Officer 
if he ... idea in " State in India, (e) before " Britiah eon.nI if he noidea 
elaewhere. 

Non 2.-" Britiah lubject" _lUI a penon who ia " natural-born Britiah 
subject, or a pe1'8OD to whom a oertillcate of natnrali""tioD hal been lP'anted. 

(b) An application for such a refund from a person not 
resident in British India who has made a similar applica
tion as a non-resident in the preceding year shall, nnIess 
the Income-tax Officer directs in any particulaT case that 
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the application be made in the form prescribed in sub-rule 
(a), be made in the followipg form :-

Application for refund of income-tu. 

r. of residing at 
in (country) do hereby state that my iota! 
income computed in accordance with section 48 (4) of the 
Indian Income-tax Act, 192Z, during the year ending on 
the 31st March 19 • amounted to IRs. only, as per 
return enclosed. 

I therefore pray for a refund of 
Rs. under " Salaries "" 
Rs. under " Securities " . 
Rs. under c, Dividends from com-

panies ". 
B.s. under "Share of profits of the 

registered firm " known as of which 
I am a partner. 

Signature 

I hereby declare that I am a British subject (see 
note)/subject of State being a State in India. I 
also declare that what is stated in this application is cor
rect and. that I duly applied for a similar refund as a non
resident last year. 

Dated 19 • 

Sign.aturtl 

N ...... - .. Britioh oubj..,t" mean& a penon lObo is a natural-born Britioh 
IUbj..,,, 01' a penon ..... hom a ~oate of naturaliaation baa been 1I""'ted. 

The portlona 
Dot required 
.h01lld be 
_OUL 

37. The application under rule 36 shall be accompanied P 82. 
by a return of total income in the form prescribed under • 
section 22 unless the applicant has already made such a 
return to the Inconle-tax Officer. 

37-A. The application under Rule 3S-A shall be accom
panied by a return of total income in the following form 

. the details of Part I of which but not the total may be 
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omitted if the person has already submitted a return under 
section 22 (2) for the same yell:~.:""'" 

PART 'I; 

Statement of total income accruing or arising or received 
in British India, or deemed under the Act to accrue or 
arise or to be received in British India, during the 
previous '!lear. 

I 

Sources of income. 

1. Salaries (including wages, annuity, 
pension, gratuity, fees, com
mission, allowances, perqui
sites, including rent-free quar
ters) or 'profits received in lieu 
of J or in addition to, salary or 
wages . . . . . 

I·A. The eontributiona made by an 
employer to the account in a 
recognised provident fund of 
the person making the return 

1·B, The interest accrtling to the 
account mentioned in I-A which 
is not exempt from incom&-tu: 
[Section 58-F (2)] . " • 

:2. Interest on ... urities (ineluding 
debentures) already taxed • 

.3. Interest on securities of the Gov
ernment of India or of local 
Governments deelared to be in
come-tax free . 

4. Property as shown in detail in 
Schedule A . • • • 

5. Business, trade, commerce, manu
facture, or dealings in property 
shares or securities (details as J 

in note 5). • • • . 
-6. Profession . . . . 
? "Dividends from companies. . 
iI. Interest on mortgages, 101Ulll bed 

deposits, current acoounut ete.. 
not being income from b~ 

9. Ground rent. . . . . 

• 

(See Note I) 

(See Note 2) 

(See Note 3) 

(See Note 4) 

(See Note 5) 
(See Note 6) 
(See Note 1) 

10. Any SOUl'Ce other than th088 men
tioned a:t>ove including any in
come earned in partnership 
with others " (See Note 8) 

Total 

~ 
Amount of 

profits or gains 
or income 

dnring tbe . 
previous yea.r. 

3 
Taz 

already 
charged 
on the 
Income. 

Rs. .... RI . .&.. 

," 
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J?:~T II. 
Statement of total income, 'profits and gains in the previous 

year, arising, accruing or received out of British 
India, which, if arising, accruing or received in 
British India, would be included in the computati01l 
of total income under s6r<.tion 16. 

Namoof 
Ooun~ry. SOUfOei of income. 

1. Balari .. • (See Note 10) 
• ....................................... 

2. Beouritl~ ........ · .. · .. · .. · .......... ·: ...... : (See Note 11) 

• ....................................... ....................................... 
8. Property. (See Note H) 

• ...... , ............................... . 

• ....................................... 
6. Prof ... i.,;; ........ : .......... · .. : ...... : ...... : (See Note 14) 

• ................ u ..................... . 

8. DI..;dOll~ .. ~ .. ;.;;;.;p~;,;; .. ·· .... · .... (See Note 16) 
"'4 ........................................ . 

7. In_t·-.;~·;,;;;,~~iti.;;. .. ~th;;.:·ih~ .. · 
in item I above, mortgagee, 
loall.l. fixed depoeite, ournmb 
accounts, etc., not being 
incomo from buom.... • • (See N"'-' 16) 

• .............. u .............. u ••••••• 

• •••••••• ot ............................ . 

9. Any oo~ .. ·~ih.;;: .. ti.~· .. ih;.;.;;· .. 
mentioned abaft inoluding any 
inoome ..... ed in parlnenhip 
with athera • • • • (See Note 17) 

Amount of 
profit.a or 

gains 
or inoume 
during the 

previous year. 

RB. 

Tote! .. par Put I 
Tote! .. par Put n .. .. .. .. 0-

G ..... tl tote! • 

• Tha aan- far aoch COUJlv, ohould be oopara'flT ohown • 

• 
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Verification. 
~ declare. that. to ~e best of my knowledge and belief 

the mformatlOn gIven In the above statement is correct and 
complete, that the amounts of income shown are truly stated 
~d relate to the year ended and that no other 
mcome accrued or arose or was received by me/the firm 
during the said year and that I/the firm have no other 
sources of income. 

Signature 
Dated 19 

N.B.-(a) Income accruing to you outside British India received iII Briti.h 
lndia, should be entered in Part I and not in Part ll. 

(b) All income from whatever Bource derived must be entered in th. form 
:including income received by you as a partner flf • firm. 

(c) U Previous year" means the twelve months ending on the 31st day 
1)f March next preceding the year for which the as&eEID8Dt is to be made, 
or, if the accounts of the assessee have been made up to a date withia the 

"laid 12 months in respect of a. year ending on any date other than the 
said 31st day of March, then at the option of .. the RSSe8Bee the year ending 
I>n the day to which his accounts have 80 been made up. 

NOTE I.-In ""lullln 2 should be shown the groaa amount of .alaty and 
not the net amount after deductions aD account of income--tax, provident 
funds, etc. 

NOH 2._" Interest on securities U means the inteRet on promissory IIOtea 

or bonds issued by the Government of India or a. locaJ Government, or the 
interest on debentures or other securities for money issued by or on behalf of 
a local authority or company. Where inoome.tax baa been deducted from the 
interest, or where the interest has been paid income-tax free, the .amount of 
tax 80 deducted or paid should be added to the amount of interest actually 
received, and the gross amount 80 arrived at should he entered in column 2 
of the statement. The term U interest on securities" does not include interest 
on fixed deposita or mortgages or other Joana, which have to be shown under 
heading 8. ' 

The interest on securiti .. of the Government of India or of local Govern
menta declared to be income-tax free should be shown under head 3. 'Ihoaa 
which are not decJared to be income-tax free should be included under this 
head. 

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

NOTE 3.--{a) The income-tax payable on the interest receinble on a 
....,..,.;ty of a local Government iBBued income-tax free is payabla by the local 
Government and not by the holder of the security. 

(b) Only the interest on securiti .. of the Government of Jndia or ef a Incal 
Government declared to be income-tax free .boold be entered a""inat this 
head. Such interest will not be charged to income-tax hot it mnat be in
cluded in the statement of total income in order to ascertain the rate of 
income-tax chargeable on other incollle. It ia e1wwa..w1e to _""". 

(e) Particulars of any interest on securities iMaed bv otber authoriti .. and 
stated to be free of income-tax should be entered .""iDst head 2, aa income
tax on such interest is actually paid hy theoe authorities on behalf of the 
recipients. • 
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No ... '.-The tu ia J?,ayable under this head in respect of the bona /1M 
,annual value of any buildinga or'landa appurtenant thereto, of which you 
·ara the owner, other than Buch portions of ouch buildinga and landa aa you 
-IIlay occupy for the purpose 01 your busin_. 

SQ1Dll)1ILII A. 

I ! 

, I 

Nor. 15.-(a) Where you bop your 800Qunte on the maroautile aoooun*-"'>y 
·or book pro1ite IQ'IIteDI, you must file • return in the following form:-

1 ... _., ",..,/ita 01' f/Gi ... "'"" btaaitMII, tra.H, ...... _ • 

. In""",,,. proSte or saine .. par ~ and x.. A .... un. for the 
)'8AI' ended 111 • 

Ad ... Any amount debited in the 800Qunte in reapIIDt 0I-
l. Re.na for bad debte • • • • • • • 
II. Sums carried to _ for prcrridant or other funda 
8. EIpenditure of the nature of charity or ,....no 
'" ~diture of the nature of oapiW • • 
&. m-tas or S .. ~. • • • • 
8. Drewinga or oalary of propri_ or,-.. • 
7. RomW nIne of property owned and -'pied. • 
8. Oao& of addiuOlll ...... aiteraUOOl, -.wOOl, ... 

................ of, any of the _ of the Inaoi-. 
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Incoms, profih 01' gain, from buriftl~"J trade, comm6'Tc....-.contd. 

Add-Any amount debited in the. """aunts in respect of-
Ro. ... 

9. Interest on the proprietor's or partner's capital in-
cluding interest on reserve or other funds. ' 

10. Losses sustained in formar years . . .' . 
11. Losses recoverable under an insurance or contract of 

indemnity. 
12. Depreciation of any of the assets of the business . 
13. Private or personal expenses -and expenses not in

curred solely for the purpose 'of earning the prolits., 

TOTAL 

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

Balance 

, 
(Signatnre of the person 'lIIaking the retnrn.) 

Dated 193 • 

(b) Where you do not keep your acccunts in sucb a form, you must lile a 
statement showing how you arrive at the taxable profits, i.e., showing details 
of the gross receipts and of the expenditure you propose to set against th_ 
receipts. No deductions are permissible on account of-

(i) Property owned and occupied by the owner of a business for th .. 
purposes of a business; 

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

(ii.) Interest on the capital of the proprietors or partnen of th .. 
business ; 

(iv) Bad debts not J>ctually written off in the acccnuts; 
(,,) Losses" sustainea in previouB years; 

("') Reserves of any kind; 
(vii) Sums paid OD account of the inoome-t&s or super-tu or any tax 

levied by a local authority other than local rates or municipal 
taxes in respect of the portion of the premiees used for the pnr
pose of the business j 

(viii) Any expenditure of the natnre of charity or a preeent; 
(;,,) Any expenditnre of the nature of capital; 
(z) Any I... recoverable nuder an insurance or .. .....tract of 

indemnity; 
("") Depreciation of any kind other than that lpecilied in the Act; 

(rii) Drawings or salaries of the proprieton or the partnen; 
(cHi) Private or penonal expeD8ell of the alB!11 e; 
(m) Any expenditure of any lrind which ia not incurred solely for 

the purpose of earning the pro&ts. 

If yon haYe included any such anma in yonr expenditure in JOur boob. 
von mUst exclude them from the expenditnre permiaaib1e for the pu~ of 
nrriring at your 'taxable profits. 
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(0) You are also required to attach a statement showing the ~ charged 
in your acoountA! under the provisions of section 58-K (II). 

NOTa 6.-The incolIle, profitA!. or gains shall be computed after making 
allowance for any expenditure (not being in the nature of capital expendi
ture) incurred 801ely for the purp'oae of such profession or vocatioD, provided 
that no allowance is made OD account of any of your personal e:r.:pSU&eB. 
Profcaaional fe.. received by you in any part of India (whether within 
British India or not) must he included by you in your receipts. 

• , 
NOTB 7.-Income-tax chargeable on the profitA! of companies is paid by the 

Clompani .. , 80 tbat the dividends received by shareholdera represent the net 
amount remaining after any incoDl&-taz due by the company has been paid. 
Thia amount should be entered in column 2 of the statement. The propor-
tionate tax will be added in the Income-ta,. office. ' 

If the rate of tax applicable to your total income is I ... than the rate of 
income-tax applicable to the profits or gains of the company' at the time of 
the declaration of BUOb dividenda, you may, by atta<ihing the company'. certi
ficate received with the dividends, have the excess coll~ted on your dividends 
from the company B'" against the tax payable by you oil your other income 
inatead of having to apply separately for a refund. • 

Where a company derivaa a part of itA! profitA! in British India anli·part 
outside British India, luch portion of ita dividend as is payable out of profits 
taxable in British India should be shown in Part I under item 7 and the 
balance in Part II under item 6. 

No .. S.-Agricultural income from land not paying land revenue or local 
rot.. to an authority in British India should be included under .. this head or 
under income from 1mainesa according to oiroumstanoea. • 

NOT8 e.-Rebat.. in reapect of inaurance premia or of a oontract for 
. annuity cannot be allowed in connection with a claim for refund. They can 
only b. allowed in tho oourae of an ......... ent. 

NOTa lO.-The groaa amount of salary and not the Det amonot after 
deductions on aocount of income-tax, should be '".hown. 

·NOTa n.-Under tbia head should be shown intenot on seonritiea iBsued by 
the Government of India or a local Government or .. local authority in India 
on which intereat ia paid or payable outsids British India, and the interest 
on dooonturea 01 eompaniea operating iD India paid or payable outA!ide 
British India. For this purpoae It Compau,' II meana It a oompany u defined 
in tho Indian Companies Aot, 1913, or formed in pursuance of an Aot of 
Parliament or of Royal Charter or Lotter. Patent. or of an Act of the Log;. 
lRture of a British pOMeSSiOD, and includes any foreigll aasociatioD carrying 
on business in British India whether incorporated 01' no" and whether ita 
principal pi..... of buainese ill situate in British India or Dot, ",hiOb the 
Oentral Board of Revenue may, by general or special order, declare to be a 
company for the purpoaea of this Act". Intereat on all other I18CUritiee 
should be shown under item 7-... Note 16. Intereat should be sho .. 
IIl'OSa if foreill1l tax is deducted therefrom after the • rOceivaa the 
in_; if the tax ia deducted a. ooorce, th. net in_ .....,ived should 
be abo ...... 
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NOD 12.-8 .. instruction. in Note 4. 

NOTB IS.-The detaiIa should be given as e"plained in Note 6 but there· 
will be no U d.educt" entry on account of profits included in the amount 
already charged to Indian incomM8x and the interest on securities of th~ 
GoverDJJ).ent of India or a local Government in India declared to be income-· 
.ta", free. 

• 
N OTB 14.-'Ihis should show prof ... ional" fe.. received outside British 

India. 

, 
NOTB 16.-The figure to be shown here is the amouut actually received by 

the sharsholder irrespective of whether the dividends are declared free of tex: 
or Dot. . 

Where a company derives a part of ite profita in British India and part. 
outaide British Indi., suoh portion of ita dividend as is payable out of profite 
taxable in Briti§h India should be shown in Part I ullder item 1 and the 
balan., in Part "II under item 6 . 

• 
NOTE i6.-This bead will include inter alia interest on au' securities other 

than those entered in item 2, see Note 1L Interest should be .hown grooe if 
foreign tax is deducted therefrom after the assessee receives the interest; if 
the tax is deducted at source, the net interest received should be shown. 

" 

Nom I1.-Agricultural income from land not included in Part I .bonIcf 
be shown under this head. 

38. Wbere the application under rule 36 or rule 36-A 
is made in respect of interest on securities or dividends. 
from companies, the application shall be accompanied by 
the certificate prescribed under section 18 (9) or section 20, 
as the case may be. '; 

39. The applicat~on under rule 36 or rule 36-A shall be
made as follows:- . 

• 
(a) If the applicant is resident in British India, to 

the Income-tax Officer of the District in which 
the applicant is chargeable directly to incorne
tax, or if he is not chargeable directly to the 
Income-tax Officer of the district in which he 
ordinarily resides; 

(b)' If the applicant is resident outside British India, 
to the Income-tax Officer appointed by the 
Central Board of Revenue. 
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40. An application for refund of income-tax .under P.~93';' 
section 49 of the Act shall be made in the following form :-

Application for relief from double income-taa: under section 
49 of the Indian Income-taa: Act, 1922; 

I, of , do l1ereby state' 
that I have paid United Kingdom income-tax and super-
tax amounting to £ for the year ending 19 . 
on an income of £ and that Indian income-tax/in-
come-tax and super-tax of Re.. has also been paid 
on the same income/income from the same source amo'llnting' 
to Re. . I have obtained relief under the provi
sions of section 27 of the English Finance Act., 1920, at the 
rate of see attached certificate from the-
Inspector of Taxes I now pray for a further relief at 
the rate of amounting to Re. under 
section 49 of the Indian Income-tax Act, 1922, to which I 
am entitled. Mr income from all sources to which thi~ 
Act applies durmg the "previous year" ending lin 'the-

19 , amounted to Rs. 
only-see Return of income attached/already submItted. 

Signature 

I hereby declare that what is stated herein is COrrecli. 

Signature 
" 

Dated 19 

41. The application under rule 36 or rule 40 may be· 
presented by the applicant in person or through a duly 
authorized agent or may be sent by post. 

42. A return shall be furnished by the principal officer 
..of a Company under section IS-A in respect of a dividend 
or . aggregate dividends if the amount thereof exceeds 
Re. 5,000. .' 

43. The return by the principal officer of a Comp&ny 
under section IS-A shall be in the following form. and shall 
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be delivered to the Income-tax Officer who assesses the 
company:-

Return 'Under setJtion 19-A of the Indian Income-taaJ Act, 
1922, for. the year Ist.ApriZ 19 -31st March. 19 

.. Name of 'Company 
Address of Company 

(1) Resident Shareholders/Non-Resident Shareholders. 

(2) Amount of 
dividends. 

Serial Addre .. Date 01 
number. Na.me 01 shareholder. of deola.ration 

sharpholder. of dividends. Net. GroBs. -
• 

1 2 , 8 " 6 6 

• 
Ba • R •• 

" • 
• 

. I 

I, the principal officer of the 
, Company, hereby certify that the above statement contains 
a complete list of the resident/non-resident shareholders of 
the Company to whom a dividend or aggregate dividends 
exceeding Rs. 5,000 was or were distributed in the period 
from the Is~ April" 19 to the 31st March 19 . 

Dated 19 

Signature 

NOTB l:-Separate forma ahould he used for resident and aon.resident 
shareholder .. 

NOTB 2.-Where dividends are issued U free of income--tas", the figure 
to he entered in column 6 is the Bum actually paid, and the figure to he 
entered in column 6 is the aggregate of the lum 80 paid and the amonnt of , 
income-tax payahle by the Company in respect of the dividends. 

44. All sums deducted in accQrdance witlI sub-sectioIl& 
(2) and (3) of section 57 shall be paid by the person making 
the deduction to the credit of the Government of India 
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within one week from the date of such deduction by remit
ting the amount to the Income-tax Officer concenied or to 
such Government Treasury'or branch of the Imperial Bank 
of India as he may direct. The person maIqng the dedu(l . 
tion shall send at the same time to the Inoome-tax Officer' 
a statement showing the name of the non-resident person 
on whose behalf the tax has ·been deducted, the amount of 
the ~ax deducted, the gross amount of dividend in ~spect 
of which the deduction has been made and the perlod for 
which the dividend has been paid. . 

FINANCE DEPARTMENT (CENTRAL .REVENUES). 

Notification No.9, da:ted the 15th March, 1990. 

In exercise of the powers conferred by Chapter IXA 
of the Indian Income-tax Act, 1922 (XI of 1922), the 
Governol" General in Council is pleased to make the follow
ing rules, the same having . been previously published as 
required by sub-section (1) of section 58-L read }Vith sub-
section (4) of section 59 of the said. Act :- .... 

• 1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) Rules. ' 

2. In these rules, .. section" means a section of the' 
Indian Income-tax Act, 1922 (XI of 1922). 

S. The contributions made by emploUiees after the date 
of recognition of a provident fund and e-lnter~~_(1) the 
accumulated, J>p.lances of such contributions SIiiJ1 be~ 
itlvested in securitrns-nhhe-'nature'specified in cIauSe{iir.
(b), (c), (d) or (~) of section 20 of the Indian. Trusts Act, 
1822, and payable both in respect of capital and of interest 
in British India. ' . 

4:. (1) Withdrawals by employees shall not be allowed 
by the trustees except on Speclal grounds in the following 
circumstances or circumstances of a similar nature-

(a) to pay ex~nses incurred in connection with the 
illness of a subscriber or a member of his 
family; 

(b) to pay f()r the passa~ over the sea of .: subscriber 
or any member of his family; . 
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tc). to pay expenses in connection with marriages, 
. funerals or ceremonies which by the religion of 

the subscriber it is incumbent upon him to per
form and in connection with which it is oblIga
tory that expenditure should be incurred; 

{tl) to meet the expenditure on building .or purchasing 
a house ora site for a house provided that such 
house or site is assigned to the trustees of the 
fund· , 

• 
(e) to pay" premia on policies of insurance on the life 

of the subscriber or of his wife provided that the . 
policy is assi~ned to the trustees of the fund and 
that the recelpts granted by the insurance com
pany for the premia are from time to time 

,handed over to the trustees for inspection by the 
Income-tax Officer. 

(2) For the purposes .of sub-rule (1) .. Family" means 
any of the following persons who reside with and a.re wholly 

-dependent on the employee, namely :-the employee's wife. 
legitimate children, step children, parents, sisters and 
minor brothers. . 
• (3) No such withdrawai shall exceed (1) the pay of the 
employee for three months, or, in the case of a withdrawal 

. for the purpose specified in clause (d) of sub-rule (1), six 
months at the time when the advance is granted, or (z) the 
total of the accumulation of exempted contributions and 
exempted interest contained in the balance to the credit of 
the employee whichever is less. 

:(4) A second ,withdrawal shall not lie permitted until 
the sum first wfthdrawn has been fully repaid. 

5. (1) Where a withdrawal.is allowed for a purpose 
specpied in clause (tl) or clause (6) of sub-rule (1) bf rule 4 
the amount withdrawn need not be repa.id. 

. (2) Where a withdrawal is allowed for any other pur
pose the amount withdrawn shall be repaid in not more 
than twenty-four equal monthly insta(ments and shall bear 
interest in ·accordance with rule 6 and no further with
drawal shall be permitted until repaymen\ has been effected 
in full. 

6. In respect of withdrawals which ai'e repaid in not 
~ore than 12 monthly instalments, an additional instal-. . . 
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ment of 4 per cent. ·of the amount withdrawn shall be paid 
-on account of interest; and in respect of withdrawals which 
are repaid in more than 12 monthly instalments two such 
instalments of 4 per cent. of the amount withdrawn shall 
be paid on account of interest: .' 

Provided, however, that at the discretion of the Trus
tees of the Fund, interest may be recovered on the Itmount 
withdrawn or the balance thereof outstanding from time 
to time at 1 per cellt. above the rate which is pays.ble for 
the time being on the ba~ance in the fund at the credit of 
the member. 

7. The employer shall deduct such instalments from the 
,employee's salary, and pay them to the Trustees. The 
deductions shall commence from the second monthly pay
ment made after the withdrawal or in the case of an em
ployee on leave without pay from the second monthly pay
ment made after his return to duty." 

8. In case of default of repayment of instalments under 
rules 6 and 7,the Commissioner of Income-tax may at his 
discretion order that the amount of the withdrawal or the 
amount outstanding shall be added to the total income of 
the emploYee for the year in which the default occurs and 
the Income-tax Officer shall assess the employee accordingly. 

9. Notwithstanding anything contained in rules 4 to 8, 
it shall be open to the trustees of a recognised provident 
fund to permit the withdrawal of ninety per cent. of the 
&mount standing at the credit of an employee if the em
ployee takes leave preparatory to retirement, provided 
that if he rejoins duty on the expiry cif' his leave he shall 
refund the amount drawn together with interest at the rate 
allowed by the fund. 

9-A. Where the 8.C{'()unts of a recognised provident fund 
are kept outside British India, certified copies of the ac., 
counts shan be supplied Dot later than the 15th June in 
~ch year to a l()('al representative of the employer in British 
India: . , 

Provided that the Income-tax Officer 'may in anv year 
:appoint a date later than the 15th June as the date by 
which the certified copies shall be supplied. 

10. (1) An. application for recognition shall be made 
by the employer maintaining the fund for wnicll.reoogru:. . , 

• 
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tion is sought and shall be accompanied by tJle following 
documents :-

(a) the trust deed if any in original with one copy 
thereof, the latter to be retained by the Commis
sioner, and 

(b) the rules of the fund: 

. Provided that if the original of the trust de~d cannot 
conveniently be produced, it shall be open to the Commis
sioner of Income-tax to accept in lieu of the origina1 a copy 
certified either by a Magistrate or in any manner specified 
in rule 7 Qf the Indian Companies Rules, 1914, in which 
case an additional copy shall be furnished for retention 
by the Commissioner. . 

(2) The application shall be submitted through the 
Income-tax Officer of the area in which the accounts of the . 
funds are kept, or, if the accounts are kept outside India, 
through the Income-tax Officer of the area in which the 
local headquarters of the employer are situate. 

(3) The application shall contain the following 
information :-

(a) Name of employer and address, his business, pro
fession, etc., also his principal place of busi
ness. 

(b) Number of employees subscribing to ~he fund-
(~) in British India; , -

(ii) in Indian States; . 
(iii) outside India. 

(c) Place where the accounts of the fund are or will" 
be maintained. 

(d) If the fund is already in existence-
(~) a copy of the last balance sheet of the fund, 

where such is maintained, 
(i~) details of investments of the fund. 

(4), A verification in the following form shall be 
annexed to the application. . 

Form 0/ Verification. 

. We/I, the trustee(s) of the abovenamed fund, do declare 
that what is stated in the above application is true to the 

'l 
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best of our information and belief, and that the documents 
sent herewith are the originals or true copies thereof. 

11;;- Where an employee of a company owns shares in 
the company. with a votmg power exceeding teD, per cent. 
of the whole of such power the sum of the exempted con
tributions of the employee and employer to the recognised 
provide~t fund maintained by the company shall not exce~~ ~ 
Rs. 250 In any month.- . ,.,',' 

12. :a an employee assigns or creates a charge upon' 
his beneficial interest in a recognised provident fund, the 
Income-tax Officer shall, on the·fact of the assignment or 
charge coming to his kn~wledge, give notice to the em-
1I101ee that if he does not secure the cancellation of the 
assl~ent or charge within two months of the date of 
receipt of the notice the consideration received for such 
assignment or charge shall be deemed to be income received 
by him in the year in which the fact became known to the 
Incorqe-tax Officer and shall be assessed accordingly. 

13. If the Commissioner withdraws recognition from a 
recognised provident fund, the balance to the credit of 
each employee at the end of the financial year prior to the 
date of the withdrawal of recognition shall be paid to him 
free of income-tax and super-tax at the time when such 
employee receives the' accumulated balance due to him. 
The remainder of the accumulated balance due to him 
shall be liable to income-tax and super-tax as if the fund 
had never been l'6C<lgnised. 

14. Before withdrawing recognition, the Commissioner 
of Income-tax shall give an opportunity to the employer 
and the trustees of the fund to show cause why recognition 
should not be withdrawn. . 

FINANCE DEPARTMENT (CENTRAL REVENUES); • 

• Notification No. 10, dated the 15th MarcA, 1990. 

In pursuance" of sub-section (.e) of section 58-F of the 
Indian Income-tax Act, 1922 (XI of 1922), the Governor 
General in ('..ouneil is pleased to fix six per cent. as the 
rate referred to in the said sub-section. 
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CENTRAL BOARD OF REVENUE. 

Notification No. 12, dated the 15th March, 1930. 

In exercise of the powers conferred by Chapter IX-A. 
and by section 59 of the Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of Revenue is pleased to make
the followirig rules, the same having been previously pub
lished as required by sub-section (1) of section 58-L read 
with sub-section (4) of section 59 of the said Act:-

1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) (Central Board of Revenue)-
Rules. . 

2. In these rules .. section" means a section of the· 
Indian Income-tax Act, 1922 (XI of 1922). 

3. An order according recognition to a provident fund 
shall take effect- . 

(a) in cases where the application for recognition has
been received by the Commissioner of Income-tax 
before the 31st May 1930-on 31st March 1930; 

(b) in other cases-on the last day of the month in 
which the order is made, or, at the request of 
the employer, on the. last day of any later month' 
in the same financial year. 

4. An appeal under sub-section (5) of section 58-B shall 
be in the following form and shall be verified in the manner' 
indicated therein:-

Form of appeal against n01H'ecognition of a ProtJident 
Fund' by a Commissioner of Income-tallJ. 

To , 
-, The Central Board of Revenue. 

The. petition of employer(s) , . 
.carrying on business, profession or at. 

Your petitioner(s) applied to the Commissioner of 
Income-tax under section 58-B of the Indian Income-tax' 
Act, 1922, for the recognition of the provident fund main
tained by them (him) for the benefit of their (his) employees. 
The Commissioner of Income-tax has refused recognition 
for the reasons stated in his order dated or
which a copy is attached. 
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For the reasons set out below your petitioner(s) submit(s) 
:that the fund should be recogmsed; and pray(s) that the 
(!entral Board of Revenue may' be pleased to accord recqgni
tlon. 

Grounds 01 appeal. \ 
Well. the petitioner(s) named in 

the above petition do declare that what is stated therein~s 
true to the best of our/my information and belief. 

, Signature • 

Date 
Address of Appellant. 

5. The accounts of a recognised provident fund shall be 
1>repared at intervals of not more than twelve months. , 

6. An account shall be maintained for each subscriber 
;to the fund in the following form:-
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7. An abstract. for the financial year or other appli
cable accounting period of the individual account of each 
employee participating in a recognised provident fund shall 
. be fu;rnished by th~· ~rU8tees to the Income-tax: Officer of 
the !l'rea in whiSh the employer conducts his business, pro
feSSIOn or vocation, or to such other Income-tax Officer as 
the Co=issioner may, in each case, direct, not later than 
the fifteenth day of June in each year. It'l!haij be in 
the form prescribed in rule 6, but shall show only the .totals 
of the various polumns thereof for the finanCIal year or 
other accounting period. It shall also give an account of 
any temporary withdrawals by the employee during the year 

. and of the repayment thereof. . . . 
8. The account to be madeimder ille provisions of sub

section (1) of section 58-J spall show in respect of each 
employee (i) the total §alary paiq to the' employee during .. 
the period of his participation in the provident fund" (ii) 
the total contributions, (iii) the total interest which has 
accrued thereon~ and (iv) so far as may be, the percentage' 
of the employee's salary in accordance with .whichcontri~. 
butions have been made by the employe;r: and employee. . 

CENTRAL B6AR~ OF REVENUE. 
, 

Notification No. 95, dated ths 12th July 1930. 
In exercise of the powers conferred by sub-section (7) of 

section 33-A of the Indian Income-tax Act, 1922 (XI of 
1922), the Central Board of Revenue makes the following 
rules:- . , 

RulBs. 

(1) The Commissioner of Income-tax on receipt of an 
appeal under !:lection S3-A of the Indian Income-tax Act, 
1922, shall, unless, in pursuance of the proviso to sub-sec
tion (3)'Of that I!ection. the appeal is withdrawn, 4Ppoint a 
Board of Referees consisting of not less than three and not 
more than five members chosen by him, subject to the provi
sions of sub-section (6) of that section, from a panel con,sti
tuted and maintained by the Cent~ Board of Revenue. 

(I) Appointments to, and resignations or removals from,. 
the panel. shall be published in the Gazette of India. 
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(3) The names. of the members chosen by the Commis
sioner shall be communiCated to the appe11a.nt within one. 
week of receipt of the appeal in th~-Commissioner's office or 
of the decision of the Commissioner under section 33, as
the case may be. 

(.4) Within a period of 15 days from the receipt of the. 
communication, the appellant may object, 'without giving 
any reasons, to the inclusion of any name or names in the
Board, and submit the names of not less than five members 
of the panel to whom he will not object. 

(5) In the event of an objection to any name, the Com
missioner slutll substitute a fresh name therefor, but shall 
not be bound to accept a name submitted by j;he appellant,_ 
and shall communicate it forthwith to the appellant. 

- (6) The appellant may not subsequently object to the-
inclusion in the Board of any nanie submitted by himself. 

(7) The appellant shall be allowed one further period of 
fifteen days ill which to object to names not originally in-
eluded by the Commissioner nor submitted by himself. 

(8) If the appellant has twice objected to the constitu
timl of the Board proposed by the Commissioner, the· 
Central Board of Revenue shall settle the composition of 
the Board and the decision of the Central Board of Revenue
shall be final. 

(9) The time and place of the first meeting of the Board 
shall be fixed by the Commissioner after consulting thee 
members. The time and place of subsequent meetings shall 
be fixed by the Board and announced to the appellant and 
the Commissioner. 

(10) The members of the Board shall elect their own 
Chairman. 

(11) The decision of the Board shall be the decision of 
the majority of members present. All the members present 
shall sign the report, and any member who differs from the 

_ others may record a dissentin$ minute. Should there be 
an equality of votes, the ChaIrman shall have a casting 
vote. No decision of the BQard which is signed by less than 
half the members shall Qe validi The proceedings of the 
Board shall not be invalidated merely by reason of the 
absence of a member or his failure to sign the report o'f" 
the Board. 
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CENTRAL BOARD OF REVENUE. 

Notification No. £4, Income-tax, dated the 7th May 
i93£.-In exercise of the powers conferred by section 59-
of the Indian Income-tax Act, 1922 (XI of 1922), read with 
paragraph 1 of Part I-A of Schedule II .to the Indian 
Finance (Supplementary and Extending) Act, 1931, the 
Central Board of Revenue herebv makes the following rule, 
the same having been previouslr published as required by· 
8ub~section (4) of the said St'Cbon, namely:-

Rull). 
The notice of demand referred to in paragraph 1 of" 

Part I-A of Schedule II to the Indian Finance (Supple
mentary and Extending) Act. 1931, shall be servp.d in the
following form:-

Notice 01 Demand under paragraph 1 01 Part I-A of the 
Schedule. to the Indian Finance (Supplementary and' 
Etrtefi;ding) A ct. 1931. 

To 

. 1. You have been summarily assessed for the year 
to income-tax amounting to Rs. 

shown in tpe copy of the assessment form sent herewith. 

2. If you are di&~atisfied with this assessment, you may' 
apply to me within 30 days of the receipt of this notice for· 
the cancellation or revision of the assessment. My orders 
on such application.will be final, and will specify the time 
within which payment should then be made. 

s. You may. however, also submit with such applica
tion a return of your income under section 22 (.1') of the 
Indian IIII'Ome-tax Act in the form attached for the pur
pose. If you do so, the df'man4 now made will be CaD

relled and t.he assessment will be made under section 23 or 
the Act. and. subiect to section SO of the Act, an appeal 
will lie to the Assistant Commissioner. 

4. If you do not present such an application (with or 
without a return) within the time s~ified in paragraph 
2, you must pay the amount of Rs. on or 
before the to the officer in charge of the-
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Government Treasury or Sub-Treasury/the Agent, Im
perial Bank of India, at 
Eor failure to do so, you will be liable to a penalty not 
exceeding the amount of tax. . . 

5. Chalans to be presented with the amount at the time 
of payment are attached. Should you lose them, you 
should apply to the Income-tax Officer for fresh one~. 

6. On payment you will be granted a receipt. " 

Dated 
Circle. 

193 . 

Income-tax Officer. 

,." ". 
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:NOTES' ANDiNSTRUCTiONS J!,EGARDING THE INCOME 
• ,I:' : rr.X LAW AND RULES . . : . 

1. Ezt~1I:t K 'the' Act., [Section,l (2).]-This sub-section 
:go'Vt\l'DJI the w~e of the Act and de:fip.ea the arlUWl ~ which the Act 
.applies. S'ftii 7 (2) ci~ the other hand governs merely the taxa-
tion Of partieu. classes of income.' . 

The words ',nd to all other servants of His Majesty in' those 
.dominion." Wle added in the Act of 1918 as it was considered 

, .advisable 'to" abudon the previous limitation, in the case of persons 
.. ervin'S outside rritish India, of li-ability to British subjects, since 
it not mfrequerly happens that subjects of Indian States are taken 
into Governme~ Amployment and sent to serve in places outside 
British bdia. ;' 

The words 'i_eluding British Baluchistan .. were inserted in 
-the Act of 1922 Priol' to the passing cf that Act, the Income-tax 

.Act was appliedo British Baluchistan by notification in a restric
ted form, ~con-tax being, under the notification, leviable only'. 
upon salaries reaved by persons in the service of, and paid by or 

. o()n behalf of, G<ernment or of a local authority established in the 
·exercise of the )Wers of the Governor-General in Council. The 
Act now appliesn fuIl force to the whole of British ;Baluchistan. 

The whole oihe Act, with the exception of section 7 (2) and 
il4, has been apped to the Civil and Military Station, Bangalore. 
and the Distriot • Abu, while to BerlQ" the whole Act except section 
7 (2) has been allied. Only sO much of the Act has been applied 
t.\l the Cantonmtt of Barolla, the British administered areas in 
>Central India an the British administered areas (excluding Rail
",ay.land.,in thJlombay Presidency, as relates to the assessment 
an"collection phcome-tax on salariee of Government servants or 
-of local authorlti· established in the exercise of the powers of the 
Governor Generaln Council. • 

The Civil an{Military Station of Bangalore, Berar and the 
District of Abu Ire distinct from British India and, strictly 
speaking, all profi accruing or arising or received in British India 

. or deemed to accn or arise or to be received in British, India are 
liable to tax event they have alread'y been taxed in those' areas. 
Similarly, all pnts accruing or arIsing or received in any of 
those areas ot' deeed to accrue or arise or to be received in those' 
areas are liable t<tax even if they have already been taxed in 
British India. Bar is practically treated as part of British India 
for purposes of assament and no question of double taxation ariaee.. 

• Whell the. same piits are taxed both in British India and in the 
Civil and Militar.Stetion of Bangalore. a deduction or refund 
is giVlln in Britisli:ndia equal to the tax levied on such profits in 
the Civil and Millry Station if the headquartere of the firm or 
eompany, etc., are. British India, and a similar refund or dednll
.ion is iiven at BamJore if the hendquart .. rs of the firm or company 
are a\ Bangalore. ~. whole of \he Ad hae also been applied to 

• 
INCOlDI-TAX • 
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Angul, but under a notification 'issued under 6ectio~a ~f the Act, 
the income of persons in, that District other tlmn ~SOIls in the
service of Government has been exempted from biHty to the· 
tax-<lee paragraph 17 (351-

Under the sub-section-

(a), the Act applies i;' Indian States to all perso .tn the service 
of Government, whatever their nationality, It a Tes;i.n Indian 
States to persons in the service of a local authOri established m, 
the exercise of the powers of the Governor General Council, only, 
if they are British subjects or servants of Govern tlent to the 

" loca, authQrity. 

• (b) the salaries of Government officers serv' 
are not liable to income-tax unless they are dr 
received in India. , • 

outside India
'or otherwise' 
" , 

(c) Frontier Agency tracts and ceded areas ar neluded in the" 
,term "dominions of Princes and Chiefs in India alliance 'With-
His Majesty". • , ; 
, 2. Definition 0/" agricultural income". [. tion' 2 (1).]

Agricultural income is exempted from tax under e provisions of 
section 4 (3) (viii) of the Act and any income to exempted must 
fall within the words of this definition. The defi on was amend
ed;in the Act of 1922 in order to make it clear til rent or revenue
derived from .land used for agricultural purpos [clause (a)) is 
exempt from tax only in cases where the land i ssessed to land 
revenue by an. authority in British India or is jed to a'local' 
rate assessed and collected by an· authority in ish India, Bnll 
that the exemption does not apply to cases wh the land pay'" 
revenues or local rate to authoritIes outside Briti India. Cl,..ses 
(b) and (e) were also amended at the same time • order to make
it clear that th./! limitations in clause (a) apply to the incomes 
specified in clauses (b) and (e), so that income ived from agri
culture will only be exempt if the agriculture is resper~ of land' 
on which land revenue or local rate is paid to an ority in BI'itish 
India. . 

A furtlie~ amendment was also made bv the A of 1922 in clause
(b) (iii). Under the previous Acts profits from "ale by a culti
vator or recei..-er of rent-in-kind of the produce r d I1r recehet! By 
him were included under "agricultural inco /, only in case&' 
.... here the cultivator or receiver of rent-in-kind :ot keep a shop 
or stall for the sale of such produce. Under the esent Act profits 
derived hy a cultivator from the sale of the pro ce raised by him· 
are included in the term .. agricultural income' here the produce 
is sold in it. raw state, that is, if no process ha een performe~ in 
resped of the produre other than a process of t nature descnhed 
in sub-clause (w). The tax therefore is now leviable on the 
profits derived by a cultivator or receiver of re in-kind from the 
sale of the 7010 produce raiseil or received bi h • even if he keeps, 

, .. shop for the retail vend of such raw produce • 
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If a land-owner grows on his ~wn.land whichi8 assessed to land 
:revenue :iorests or tr~es and derives income therefrom, he is not 
liable to income-tax on such income. Persons, however, who take 
,contracts'i,n. fore&ts for the ~ .. tting aown and selling of timber are 
liable to tax on the profits from such trap-sactions. ' , 

As~isnruent.of land revenue to a Jagirdar is not ass!!ssable to 
.income-~x in the hands of the Jagirdar. 

Interest on arrears of rent of land used for agricultural pm'poses 
is ~art .of the rent derived from the land and is therefore not hable 

·to mcome-tax, subject 1;0 the exception that if the arrears are secured, 
by, a bond IIDd are therefore recoverable by civil suit such intere$,t' 
ill taxable. 

Rule 23'prescribes ihe manner i" which profits ~nd gains shall 
'be arrived lit in the ease of incomeS derived in part from agri~l\lture 
,and in' part from business, and provides for the, separation of 
industri8J. from agricultural profits in' cases where the agricultural 

, ,raw produc,! is worked up for the market. • Assessing authorities 
should, determine what portion of profits derived in part from in
',dustry and in part from 1Igriculture should be regarded as derived 
from industry and B,;riculture respectively taking into account the 
<circumstances of ,each case. . 

In the 'case of tea, w'here the person growing, manufacturing 
and selling'tea has 'separate purelv agricultural income (e.g., from 
~ent ilr cultivation of land qn whIch tea is not grown) no account 
,s'hall be-taken of luch income in caloolating the profits liable to tax. 

· :Some conceras again arll engllged in the growing of tea seed. 
Where tlw! tea seed is produced for the use of the assessee, it must, 
of' course, be included in the profits. No tax should, however, be 
levied on the profits derive<l from the growing of tea seed in cases 
wllere t\e tea, sBetl is' ROM' to a third /;larty and where separate 
1Icrlmnts are maintained for the expendIture ana receipts for the 
growing of. tile seed. Although under section 10 (2) (i.Jo) of the 
Art the only expenditure tbat can be allowed to be set against profits 

· is I>xpendituw mcurred solely for the purpose of earning the profits 
-or gains taltahlo in any yeAT, it will only bp fnir in the caAe of tea 
~onceTns to allow 8S a charge against profits the whole of the "".t of 
tbe upkeep (B. g., weedinlf and draining) of extensions of the estate 

• whirb aTe Dot in bearin~. No allowance can be made on account 
of any (·apital eoxpenditure in connection with such e:deonsions. such 
.s the Rcquisition, clearing and draining of the land. the n.aking 
of roads or the erection of buildings before the cultivation be,nns. 
'but w.h~n o11,ce the cultivation has beo~ with the completiolJ of the 
phythnlf' tbeannual eost of the upkeep of such extension. should 
be allowed as a business extension even although the expense is 
uot in beaiing: . 

The followinlf principle should be adopteod in calculating tbe net 
dividf'nds and 1'8lfulatinf!' relunds on dividends. paid from profits 
that. are only 'Partly taz~ in the hands of the company. ~.g .• com
pan • ..,. a part pf whose Inaome arises or accrues Gutside British 

r2 
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India and is not received in B'ritish India or part of whose income
is derived £J:mn tax-free securities:-

, . . 
If x per cent. of the profits paJ1ltax in the hands of the com-. 

pany, the total income of the shareholder for the purpose of 
refunds is x per cent. of the net dividend multipliecl by 32/29 
taking the maximum rate of income·tax as 2" annas and 81 
pies. That part of the profits of the company which is not 
taxed in its, hands will, of course, be taxable 1n the hands of 
the share-holder under Section 14 (2) (a),if the income is l'iable
to tax under Section4 (1) and is not exempt under Section 4 
(3) or under one of the notifications issued under Section M. 
But no addition on account of income-tax should be 1nade to
the part of the dividends not taxed i,n'the hands of the com
pany in computing the lIhareholder's total income. ". 

Illegal abwabs are taxable since they do not come within the' 
definition of'" agricultural income". So also are the fGllowing 
items, viz. :-:-(~) fees-received from land used for ~toring purchase 
of crops (Pauz2.), (b) punyaha naza~ 01' naza~pald b)' tenants of 
agricultural holdings at the beginning of the zem.tindotri .,ear, (a) 
naza~ for petitions presented to the zemindai'. dealing WIth ques
tions of successions, settlement and partition (Raj",Probhat Chandra 
Barua ve~su. King Emperor, High Court of Bengal Reference No.1 
of 1926 (II, Srinivasan Tax Cases, page 392)- and Pmy Council 
Appeal in the same case). On the other hand, the ruling ia the
Bengal High Court Case No. 4Q of 1920. Birendra Kishor Manikyr. 
ve~.us Secretary of State for India (I, Srinivasan Tax Cases, page 
67), in which it was held that though the premium paid for the 
settlement of waste lands or abandonea holdings might reasonably 
be regarded as " rent or revenue" derived from land, as used in 
this definition, the same considerations" did not apply to the lalmmi 
or premium paid to a land-holder fol" recognition of a transfer of 81 
holding from one tenant to another, has been overruled, in respect 
of the laltprvi in question, by a Full Bench of the High Court of 
Bengal in Referel!ce No. 1 of 1925, Nawabzadi Mehar Bano 
Khanum versus, Commissioner of Income-tax, Bengal (11, Sriniva
san Tax Cases, page 99); this Full Bench deci8i"n was followed' 
by the Patna High Court in Caoe No. 47 of 1926, Maharajayhiraj 
of Darbanga ve~1U1 Commissioner of Income-tax, B.a: 0., (III. ' 
Srinivasan Tax Cases, P"B'e 158) and again maintained (by way of 
obite~ dictum) in the JIigh Court's subsidiary decision iD th.,. 
Reference case, already quoted, of Raja Probhat CJu>ndra Barna . 

.. The main judgment in the Reference (which was uybeld by 
the Privy Council) dealt, not with the question of what 18 exempt 
under the Act as agricultural income but with tbe question wbether 
non-agricultural income from permanentlY,settled land.is exempt 
undM the Settlement, and answered that question in the negative. 

Again in the Patna High Court Case No. 74 of 1919, in tbe
matter of Bhikanpur Sugar Concern (1, Srinivasan Tax CBAe8 r 

"page 29) and in the Bengal High Court Case No. 83 of 1920, '. ~ 
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Killing Valley Tea Company, Limited OVersu. Secretary of &tate 
for India (I, Srinivasan Tax Cases, pag!! 64), it has ueen IWd 'that 
iiha profits of sugar factories and profits derived from the manu· 
fad-ure ot tea as a marketable commodity from the green leaves 
ore liable to assessment. . ' . A 

3. Definition oj .. a,. ... e •. " [Section 2 "(2).]-" Assessee" 
is defined to mean a person by whom income·tax is payable. 
Income·tax includes sUtllr.tax which is defin,ed in sectwn 55 to be 
.. an additional duty 0 i,ncome·tax." UndelMection 3 (39) of the 
General Clauses Act, the 'Word ". p~rson " inahldes any company or 
associa,\ion o,! body of individuals whether incorporated or not. 

The charging sections (sections 3 and 55) lay down who the 
persons and 'associations are who are liable to income-tax and 
super-tax. Income·tax is payable 'under section 3 by every indi
vidual, Hindu undivided family, company, firm: and other associa., 
tion of indi'(\duals, and super.tax under section .55 is payable by . 
every individual, Hindu undivided family, company, unregistered' 
firm or other as~ociation of individuals not being Il registered firm. 
While both income-tax and ,jIuper.tax, therefore, are payable by 
e+ery individual, Hindu. undivided family, company and other 
association of individuals not being a firm, there is a distinction 
in the case .offlrms. 'All firms whether registered or unregistered 
(see paragraph +~) ~ liable to pay income-t~x but while unregis~ 
tered firms are' hable to pay super.tax, regIstered firms are not. 
The incomtf of registered firms is liable to super.tax in the hands 
of the individpal partners of the registered firm. Co-operative 
Societies, Clubs (not being comranies) and Chambers of Commerce 
are eJi.amplea of " association.o individuals." 

., Private provident funds of companies and firms should not be 
assesae~, to incomtl-tax as "either assooiations of individuals," 

. otherWISe th;m by deduotion at the source upon their inoome from 
ilivestmenta end should not be charged to super-tax at all. They 
are also eligible for retund of tax under Section 48 if they fOmply 
with the 'Provisions of that section. 

'4. Defl,nitioft oj .. company n. [Section 2 (6).]-This defini
tion includes all companies constituted in the Dominions' of the 
Cr6wn, waile the latter part of the definition is confined to such 
foreign a5sociat;ions as the Central Board of Revenue may desire 
to treat as companies for the purposes of the Act. The object cl 
this latter part is to include associations sucb a8 the F.,ench. Soci~th 
Anonyme. whicb: thougb incorporate bodies. have many chlU'llo
teristica in common witb the companil'fl reco~ised bv our law. if 
the Central Board of R8Yenue thinks that they shoUld be treated 
as companies for tbe purposea of tbe Act. . 

5. Trading' opemtions 01 Indian Stat~. and Dominion G01J..".
-".-Anv trade or business in British India carried on by the 
Governments of Indian States or of any part of the British Empire, 
other than the Government of India or a Local Government; and 
the property occupied and goods owned in British Iniia for the . , 
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llUl:pose of"; such business ",re~ under the provisions of the Govern
ment Trading Taxation Act (III of 1926), liable to taxation under 
the Indian Iii-corne-tax Act'lll the ""me manner and to the same 
extent as in a like !lase a company would be. Before attempting 
to assess the income of such Government, the Income-tax Officer 
should serve a notice under sectiori·"2 (12) (b) of the Indian Income-. 
tax Act upon som~;representative' of the said Government in British 
India declaring his intention of treating such representative as the 
principal officer of such Government. . 

6. Definition of "previo"/'lIear." '[Section 2 (ll).]-Under 
section 3 of the Act, assessablQ Illcome is to be computed with re
ference to a fixed period which is ,known as the " previous lear ", 
This fixed accountmg period, the income, profits and gains 0 which 
alone axe taken into consideration in making an assessment, is 
treated as isolated, without any consideration of what went before 
or what came after. The definition of the phl'Rse " pruiollslear " 
in the Act of 1918 restricted th~ accounting period to IJ. perio of 12 
calendar months.· The period of 12 calendar months was the period 
ending on the 31st day of March next preceding the year for which 
the assessment was to be made, but the assessee was given ILn 
option of adopting a year of 12 calendar months ending on· a 
date other than the 31st of March if that was the date JlP to which 
his accounts were made up. This gave rise to diffi<l'l'll.ties in the 
case of certain communities, whose commercial year is not neces
sarily a calendar yeax, hut is a period which, expressed.;' cal!!ndar 
months, varies from year to year, and in one year may be slightly 
over and in another slightly under 12 month.. Again, under the 
definition in the Act of 1.918, any year which was adopted in place 
of the financial year had to terminate at sdlne period within the 
previous financial year. and as there are numerous ca>es where the 
commercial year terminates in ..the month of April, the returns 
and accounts on which thor assessment was bas.d in su(·h cases 
related to a period more than 12 months prior fo the dat ... of asseS8-
ment. While the definition of the phrase in the Act of 1918 has 
been repeated practically without alteration in clanse (a1 of this 
sub-section •. clause (b) is a new provision providing for the difficul
ties referred to above. Under this clause the Central Board of 
Revenue or the Commissioner of Income-tax in a provinre. if autho
rised by the Central Board of Revenue. mav determine a8 t.he 
., pr~vious year" a commercial vear which may be slightly over 
or slIghtly under III montbs, and which may terminate on a date 
subsequent to·the end of the previous financial year, The Central 
Board of Revenue has authorised the CommiBBioner of Income-tax 
in eacb province to determine as the previous year" in the C888 

of any person, business or company, or class of persons, business or 
company. 

(a) a commercial year which may consist of more or less than 
12 months. provided that no commercial vear which may 
extend to less than 11 or more than 13 calendar month8 
in anyone yea;r shall be 80 determined; and 
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• 
(b) a commercial year terniinatiBg after the end of the previa.t.s 

financial year, provided that no commerdal leal' ter
minating later than one month after the end 0 the pre
vious financial year, shall~ he so determined. 

Where the Commissioner desire~ that a " previous year" should be 
recognised which does not come within his powers of sanction as 
stated above, he must obtain tim orders· of tljf Central Board of 
Revenue. . 

Income-tax Officers '8l"e, therefore, deban-ed from treatin~ as a 
"previous year" any period ,!hich does.not come withm the 
definition in clause (a) unless such '.' previous year" has been sanc
tioned either by the Inoome-tat, Cpmmissioner or the Central Board 
of Revenue. 

Under the proviso to clause (a) an assessee who has, after the 
31st March 1922, once. exercised the option of selecting as his 
.. previous year" a year terminating on a date other than the 31st 
day of Mln'ch within the previous financial year, may not again 
exercise that option except with '. the consent of the Income-tax 
Officer, and upon auch conditi,pns as he may think fit. Income-tax 
'pfficera in dealing with such cases, and Commissioners in dealing 
with cases under sub-clause (b), should take steps to secure that 
the changing over from one previous year to another shall not 
result in ~ loss ef revenue, for example, where the period inter
vening between one accounting period and another exceeds one 
year, by ietting a 10SB in one part of the period set oft against 
mcome in another part. The convenience of an assessee in this· 
matter mUlt \e studied 80 far as possible, as it is desirable that 
the accounting period for income-tax purposes should be the same 
as the accounting pwiod according to whIch an assessee makes up 
his aocounts for the purposes of his business, but in the actual 
year of ohange conditions shouli be laid down sufficient to secure 
that ·the substitution of one yeft fQl' another shall not result in 
any profits of an aSBeSBee escaping assessment. . 

If an assessee closes his accounts on difterent dates for dift.rent 
businesses or difterent sections of the same business, or clifterent 
sources of income, his income Rould be calculated separately for 
each business, section of buainess or source, according to the account
ing year adopted ·fo\' it and the ~regate of the incomes thus 
computed should be treated 88 the lUcome of the previous year. 
Each of the years of which the income is thus added to~ther 
must, of course, satisfy the definition of 'previoua year' in see
tiGII. 2 (ll) of the Act with reference to the same year of asseSBment_ 

WIlere an assessee is allowed to ohanll"l his accounting period. 
the' following instruotions should be followed in 81J.'IllSBing the in
come oi the period intervening between the end of the last period 
of a year taken for assessment purposes in accordance with thE' 
aosessee's previous acrountin~ period. and the beginnin~ of the 
first pf'riod of a year acconlin~ to his new accounting period:-

If the intervenil1~ period betw8f'n the last full year under the 
old .,""IE'm and th .. first. full vear under the new sYstem is l~u then 

~ .. . . 
• 
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a: yean. the Income-tax Officer should stipulate, befo;re agreeing 
to the change of the accounting period, that the asseSsee should 
submit to an assessment being made on the income of the interven
ing puiod and the income .of the first year according to the rillw 
accounting period taken tog~ther, and that the rate of tax to be 
applied to the aggregate income of the first new year and the broken 
period taken together should be the rate applicable to a total income 
arrived at by applying the formula 12 ~ X to the aggregate in
come mentioned, X being the number of month,S in the broken 
period. If the intervening period is more than one year, the 
assessment will be made on similat prinCiples, but without adding 
the .first year under the new system to the intervening period; the 
formula will then be ~2 • 

1:. 
For example: a business has been assessed, for 1930-31, on a 

previous year running from 1st July 1928 to 30th June 1929; it 
asks for permission to change its accounting year to the calendar 
year; the Income-tax Officer will allow this on the condition that 
for 1931-32, the business shall be assessed on the total income of 
the period 1st July 1929 to 31st December 1930, at the rate appli~ 
cable (under the Finance Act in force in 1931-32) to an income 
of H, the total income of the period 1st .T uly 1929 ~o !lIst Decem-
ber 19!10. ' 

Assessment to super-tax on the income of the intervening period 
should be made as follows. In the first place, the formula already 
mentioned (~;; or !..x:2, as the case may be) should "be applied to 12+ "-

, the income. On the resulting income super-tax should be cal
culated in the ordinary way allowing the usual rebate of Re. 30,000 
or Rs. 75,000, as the case may be. To the tax thus obtained, the 
formula 12i2X or~, as the 'case may be, should then be applied . " 

and'the result will he the tax leviable. 

If an assessee for some special reason closes his accounts on a 
particular o~casion on a date different from-usually later than
that which he usually adopts, ordinary proportionate profits of 
12 months out of the (say) 14 or 15 months for which the accounts 
are closed should be taken for the current assessment, and the 
balance of profits for the remainin!!: 2 or 3 months should be left 
"ver to be included in the next year S assessment. In special cases, 
when the Income-tax Officer has reason to believe that the tempo
rary e1tension of the accountin~ period has heen resorted to by the 
assessee with some ulterior motIve, he may use the diseretion given 
tu him by the proviso to section 13 of the Act. 

Where an Inrome-tax Officer grants permission to an assessee 
to change his accounting period, he should record the fact clearly 
in hi. assessment order. stating in detail the nature of the change 
p.wnitted, and the conditions on which permission is granted. 
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'7. Definttion ~r "Principal Officer". [Section 2 (12).1"7-
Income-tax Officers should treat as the" Pdncipal Officer" of II> 
100&1 authority or compan;r or other public bl.dy or association in 
the first instance the offiCIals specifiea in clause (a)"; it is eii'iy in 
cases where the Income-tax Officer has no information regarding 
the persons who discharge the" functions of the officers mentioned 
in clause (a) or where such persons cannot be found, that he should 
use the powers conferred by clause (b} of treating as the principal 
officer a~y. other person connected with the company, public bodr 
or assoclatlon. 

8. J.f eaninf! of the tei!m " lo~ill authority" ._H Local autho
rity ", a phrase used in sections 2.(12), 4 (3) (iii), 7 and 21~"is 
defined in section 3 (28) of the General Clauses Act as 
It a municipal committee, district board, body of port commissioners or other 
authority legally entitled to, or entrusted by tbe Government witb tbe control 
or management oft a municipal or local fund," 

9. Definition of "public 88M/ant", [Section 2 (13). ]-This 
definition is of importance for the purposes of section 54"of the 
Act. The definition of the phrase in the Indian Penal Code con
tains the following:-

It The words I public servant I denote a penon falling under any of the
d880riptiona .here.inafter following, Damely:-

Ninth.-Every officer whose duty it iI, aa IUC}f' officer, to take, receive, 
keep I or expend any property on behalf of Government, or to make any aUf. 
vay, aueument or contract on behalf of Government, or to 6l[$CUte any 
revenue~proceas, or to investigate. or to report Qn any matter aflecting the 
pecuniary intereata of Government, or to make, authenticate or keep an,. 
document relating to the pecuniary interests of Government, or to prevent 
the in'raatioD of any low for the protection of the pecuniary intereste ~ 
Government, and every oftiaer in the aervice or pay of Government 01" 
remunerated b,. feeo or oommiaaion for tbe performan08 of any public duty; 

T .... th.-Every oll108r wh ... duty it ia. u ouch oll108r. to take, ..... ive, 
keep. or expend an,. plOp.n,.. to make an:!, IUrv.:!' or ..... sm.nt. or to levy 
any rate or tall: for ,..ny- secular commOD 'Purpose of any village, town or 
dialric6, or to make. autbenlioate cr keep an:!, document for the as08lllaining 
of tba right. of tbe people of any village, town or district. 

E.,planati ... l.-P8l'8Onl faIling under any cf tbe above deeeriplnona ...... 
puhlio ...... nto. wbether appointed b,. tbe Government or not. 

E""""""Ii .... '.-'Whereft .. ,tb. worda • public ""rYant' OCOUJ', the", oItan 
be understood of evetoy pe.-n wbo ia in actual _ion of the oitnation or 
• public servant, ... bate", .. legal defect tbe .... ma,. be in his right to bold tbat 
altUl.tion. It 

10. Reqi.t .. ,ed and Unre!l"sttlffd Ft'rrM. [S~ction.t e (14) mul 
(16), 14 (2) (b) and 26-A.l-Rules 2 to 6 prescribe the method of 
re~lsterin~ a firm. A firm to be re~i.tered must be constituted 
under an instrument of partnersbip which definitely spe<"ifiee the 
individual shares of the partne1'8 in the profits of the firm. The deed 
of partnership to be registered beth for purposes of asseesment to in
oome-taX and super-tax i. tbat in force in the year in which. th& 
assessment i. madt'o An application for re~istratiotl may be made 
at anY' time before the I\sseasment of the income of the firm is mad& 
but it is desirable that the application should .ceompany the retun. 
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und"r section 22 (2) of the Act. 1£ an application is .made after 
the assessment of the firm, it should be returned to the person 
presenting it as out of time. Even if such an application is ac
cepted .it can have no effect on the assessment for that lear, vIde 
decision in the Allahabad High Court Case No. 223 0 1923, in 
the matter of Lallamal Hardeo Dass Cotton Spinning Mill Com
~any of Hathras (I, Srinivasan Tax Cases, page 266). The words 
• no part of the income of the firm has been assessed" in rule 2 (b) 

refer to cases ill which the whole of the income of the person in 
question had escaped 'the attention of the Income-tax Department 
altogether until proceedings were started under section 34, They 
do 1l0t apply to a case in which proceedings have been taken under 
sectioh 23 in respect of the income of any person and owing to that 
person's conceahng part of his income he has been declared not· 
liable to tax. Here and wherever eJse in the Act or Rules there is 
nothing re{'ugnant in the context the words" assess" and" a88e811-
ment" eVIdently refer to the process of determining the amount 
of profit or loss made by a person in the previous year and not to 
the process of levying tax or declaring that no tax is payable 
which as section 23 shows is a process distinct from and subsequent 
to assessment although the word .. assessee" is defined in sub
section 2 of section 2 as a person by whom tax is payable. Th. 
distinction between a registered and unregistered firm for the 
'purposes of til is Act is :-

(1) lncome-w is assessed upon the profits of a registered firm 
at the maximnm rate whatever the amount of the profits of the 
registered firm may be (see Finance Act); and a member of such a 
registered firm, on satisfying the Income-tax Officer that such maxi
mum rate is higher than the rate applicable to his" total income," 
may get a refund on his share of those profits calculated at the 
difference between the two rates [see section 48 (2)], such share 
·of the profits being included in the " total income" of such mem
ber for the purpose of determining the rate applicable [see section 
16 (1)]. In the case of an unregistered firm income-w is levied 
on the income of the firm at a rate graded according to the profits 
·of the firm as if it were an individual (s"" Finance Act);' a member 
of such a firm is not entitled to an? refund, but his share of the 
profits of the' firm is. included in his' total income " for the purpose 
<>f determining thp rate at which he shall pay income-tax on any 
other income [see section 16 (1)]. 

The profits of a re,qistered firm are liabl~ to tax at the maximum 
Tate e .. en if they are less than Rs. 1,000, while an unre,'lilteretl 
firm is not liable to income-tax if its profits in anyone year are less 
than Rs. 1,000. But where the profits of an unregistered firm are 
not asses.ed to in-orne-tax. they are liable to tax in the hands of 
the individual members of the firm. that is. they are inclnded in 
the 88sessable inrome of the individual member t .... Finance Act 
and .sedion 14 (2) (b)]; 

(2) A re.qisteretl firm is not liable to super-w, the share of in
dividual members in tbe profits of ~uch a firm being included in 
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• 
the income of eac~ fudividual member for the purposes of super-tax. 
An unregl.tereil firm" is, however, liable to super-taX! (like lin 
individual) on that amOnDt of the profits of the firm which is in 
eicess of Rs. 50,000 (see Finance Act and section 55 of the In
come-tax Act). Super-tax is not payable by an individual having 
a share in an unregistsred firm in respect of the profits of the 
unregistered firm, except, in cases where the profits of the unregis
tered firm have not been assessed to super-tax (see section 55 pfOviso). 

It has been held that nDder the Indian Contra/ll; Act, 1812 (IX 
of 1812), a minor cannot become a partner in a firm. But he 
may be admitted to the benefits of J,>artnership in a firm, with the 
oonsent of ail the partners for the tIme being. A minbr who pur
ports to be a partner in a firm should be treated exactly like a 
minor who has been admitted to the benefits of partnership in a 
firm. A minor who has been admitted to the benefits of a partner
ship has a right to such .hare in the pl'operty and the profits of 
the firm as may be agreed upon-not between him and the part
ners, for he cannot be a party to a contract but between the partners; 
ond his share in the property of the firm i. liable for tbe acts of 
tbe firm, but he is not personally liable. Provided that there are 
at least two persons competent to contract among the members of 
the firDl, the fact that there ia also a miuor who purports to be a 
member of the firm, or who has been admitted to the benefits of 
partnership in the firm does not justify the Income-tax Officer in 
refusiD~ to register the firm. In such ca.e. the minor has an as
certaina ble .hare in the pro~erty and the profits of the firm. His 
.hare connot be .. ignored ' , or attributed to the other partners. 
The application to his share in the profits of the firm 'of the pro
visions of sub-section (2) (b) of section 14. and sub-section (ll of 
section 16 presents no diffioulties, whether the firm is registered or 
not. Since It. minor cannot have the status of member of a regis
tered firm for the purposes of sub-section (2) of eeotion 48, no 
claim can be made on his behalf to any refund under tbat eection 
in respect of his share of the profits of a registered firm. Similarlv. 
no claim can be put forward on behalf of the minor to any set off 
under suilAsection (2) of eection 24 in respect of his share. in lose 
lustained by a firm. 

11. D~finition ''0/ II fetal inctnnB ". [Section 2 (15).J-The 
phrase" total income" is ueed in sections 3. 15 (3), 16-{I), 17. 
22 (ll and (2), 23 (1) and (3), 48, 55 and 66. The necesaity for the 
definition and for the use of the phrase is due to the fact that. as 
stated in paragraph 3, tax is payable not only by individuals but 
also by finns. companies. Hindu undivided families and other asso
ciations of individual.; that is the Act provides for taxation at the 
source in el'rtain cases and for taxation in the hands of the indivi
dual reeipient in othen. Whether. bowner. tax is deduet .. d at the 
source or in the hand. of the individual n>eipient. it is the total 
income of the individual recinient from all sources to whirh the 
Art applies that determines his liability to income-tax (that is, 
whether his total incoDie .mount~ to Bs. 1,000). and the rate at 
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wftich he has to pay income-tax; on the whole of his income. The 
solitary exception is in the case of Hindu undivided mmilies, income 
from which [under section 14 (1) read with section 16 (1) of the 
Act] is not included in the total income of the individual recipient. 
Again, there are certain classes orl.0rtions of income such as the 
amounts deducted from salaries un er the proviso to section 1 (I), 
eontributions to a recognised provident fund exempt under section 
68-F (I), the sums paid on account of insurance premia under 
section 15, securities issued ·income-tnx free by the Government of 
India or. by local Governments under the provisos to section 8, on 
which income-tax is not payable, but all such sums are included 
in the total income of the assessee for the purpose of determin
ing his liability to income-tax and the appropriate rate at which 
the' tax shall be levied. There is, however, no taxation at the 
source in the case 'of super-tax, nor are there any portions of income' 
(other than income derived from a Hindu undivided family by a 
member or from an unre/ristered firm in the special case mentioned 
in the proviso to section 55) which are exempted from payment of 
suber-tax and it is upon the total income that super-tax is charge
ahle in the hands of the individual. 

12. Orailuation of incom.""tlL~. (Section 3.)-The Inrome-tax 
Act deals mprelv with the hasis, the methods and the machinery of 
assessment, and'does not rontain, as the previous Acts did, schedules 
"pecifying the rates at 'which income-tax shall be charged. Theoe 
Tates are determined bv tbe Finance Act which is passed annually 
by the Central Legislature, The rates prescribed by the current 
Finance Act will be found at the end of Part J of this Manual. 
'The same remarks apply'to super-tax (see section 55 of the Act). 

13. Definition of "Income ". (Sec#on 3.)-Section 3 of the 
Act of 1918 provided that the Act should apply to "income". 
Difficulties were eX]lerienred in re!!'ard to the assessment of business 
prpfits owing to a-Hi!!,h Court ruling that the word" income" in 
that section meant income actually or constructively received and 
that the use of the word in that sense in the said section restricted 
1Uld limited any inteTPretation to be placed upon the following 
i!ections of the Act which specified the dift'erent classes ··of income 
liable to the tax. This interpretation would, if strictly followed, 
have caused considerable inconvenience in Ilssessing business profits 
to tho"e assessees who keep their accounts not on: the basis of sums 
actually received and sums actually pl'id out hut on the principle. 
of mercantile accountancy, by the preparation of a profit and loss 
account and the comparison of the value of the stock in hand at 
the beginning and at end of each year, since such assess ... would 
have been fPQuired to recast the whole of their accountB on a cash 
basis for income-tax returns. There were other direction. al80 in 
which so strict an adherence to the interpretation placed on the 
word "income" would have caused difficulties. For thi. reason 
the phraseology in section 3 and in other semono of the pre:!ent 
Act has been re-worded. The plan adopted has been not to attempt 
a general covering definition of " income", but to prescribe that 
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<the tax shall be chargeable not upon " income" (whether·" in· 
.come II be deemed to mean actual receipts and expenditure or any 
.other ~eneral definition) but in resJ;leet of "all income, profits or 
gains' as set out and defined in sectlOn 4 and sections 6 to 12 of the 
Act.. If there is any class of incom,e that does not fall within the 
:~vorde t~at impose the charge in those sections, that class of income 
oI.S not Wlthm the scop"e of the tax. 

For the method of accounting to be adopted in computing 
~, income, profits or gains," see paragraph 37 .. 

14. Acoountingleriad to be adopted 10'1' determining tU.61.able 
.income. (Section .)-Under the Act of 1918 tax at the rates 
fixed for any year was levied_on the income of that lear. A provi
.. ional assessment was first made on the income 0 the preceding 
year and thia assessment was subsequently adjustsd and corrected 
'When the income of the year in whlch the provisional assessment 
was made was ascertained. . This system has now been abolished 
-in the present Act which provides for the tax at the rates sanctione': 
.lor any rear being assessed finally on the income, profits and gains' 
o(If the ' previous year" (see parap-aph 6) and for the abolition' 
of the adjustment system except m the cases specially provided 
for in section 26. The exceptions to the general rule that assess
-ments are made finally on the profits of the previous year are eon· 
'tained in this section. Under the firat two sub-sections of see
tion 26, in order to guard against a p()Ssible loss of revenue owing 

·to delay in making assessments on the profits of businesses that close 
. .:Iown during the course of a financial or commercial year, it is 
provided that in such cases, in additiDn to the assessment on the 
lDcome of the '{lrevious year, a further assessment may be made in 
'the year in whlch a business, profession or vocation is closed down 
·on the income of that year. This is merely a discretionary and 
not an obligatory method of assessment to be adopted in exceptional 
eases where delay in making the assessment might lead to a 1088 of 
Tevenue. . 

The other class of cases provided for in sub-seetion (3) of section 
'26 is confined to those particular businesses, professions or vocations 
on which tax had been charged under the provisions of the Act 
of 1918. Since the, abolition of the adjustment system meant that 
in the case of those particular business the tax would, had no 
.. pecial provision been made, have to be paid on the profite of one 
'lear more than under the system in force under the Act of 1918, 
It is specially provided that in the yaar in which such businesses, 
professions or vocations close Clown, the adjustment provided fol' 
1D the Act of 1918 shall be made. 

15. WAen income samed outftde BmwA INlla " ttuabl •. 
[Section I (l).]-The Act applies to all income from whatever 
80urce it is derived if it accrues or arises or is received in British 
'India, or is, under the proviorions of the Act. deemed to accrue or 
arise or to b~ l'8C8ived in British India. . The t&:I: is. therefoN, 

'P8yable on all income ariaing or accruing in British India whether 
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the recipient resides in Britisl;t· Indi.t or not [see Madras High Cow', 
Case No.4 of 1921, C.hief Cdmmissioner of Income-tax, Madras. 
l1ersus Bhanjee Ramj.e~ &; Company (I, Srinivasan Tax Cases, pal)'e-
147)]. The tax is also payable in respect of income received 1n 

British India irrespective of, whether it accrued or arose within or 
without British India. 'Tax is also )?ayablein respect of income 
which is " deemed under the prOViSIOnS of this Act to accrue or 
arise or to be received in Briti&h India":' The particular cases 
where incQ.me is " deemedundet the Act to accrue or arise or to. 
be received ioi British India" are specified in section 4 (2), section 
7 (2), section 11 (3), and section 42. ' 

Sec~ion 4 (2) was inserted in the present Act owing to the tax 
having previously beeu evaded in the case of income accruing or 
arising out of British 'India and received in British India by bring
ing in the said income at intervals and claiming that as such income 
was not received in British India in the year in which it arose or 
accrued out of British India, it was, when brought into British 

, India; not income but accumulated profits or savings or capital. 
The sub-section is restricted in its application to the case of bU8ine., 
profits or gains and provides with respect to such profits 9r gains 
that they shall be deemed to be profits and gains of the year ill 
whirh they are received or brought into British India notwith
standing that they did not accrue or arise in that year, provided' 
that they are so received or brought in within three years of the 
end of the year in which they accrued or arose. The provision 
relates, of course, merely to income. profits or gains, and not to 
the importation of J:apital; it provides for the inclusion in the 
assessable inco)lle, p'rofits or gaills of the year in which it was 
received or brought into British India, of business profits or gains 
accruing or arising within the previous three years which would, 
apart from the provisions of this sub-section, have been taxable 
had tbey been brough~ into British India in the year in which they 
arose or accrued.' 

. A person resident in British India carrying on and controlling 
a business abroad is not, therefore, liable to tax on the profits of 

. the business abroad unless and until such profits are received 0' 

bronght by him into British India, and when so brought or received 
he is only liable ,to tax on the profits of the last three years, but 
the profits of those three years are included in his taxable income 
of the year of receipt. ' 

In the Madras High Court Case No. 4 of 1919, Board of' 
Revenue. Martr8s, "eraul Ramanadhan Chetty (I, Srinivasan Tax 
Cases, page 37), it has been held that profits derived from busines8 
carried on outside British India by persons resident in Briti.h 
India are not liable to assessment under the Act if the profits are· 
not remitted to British India. The assessee in this ease who 
resided in British India was a proprietor of a money-lending busi. 
ness carried on by his agents in variou. places outside British Inrlia. 
The only part taken by the proprietor in the business was to 
acquaint himself with the state of business abroad and occasion-· 
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,ally to issue general instruction;, aDl!l,it was not'disputed that none 
ilf the income accruing abroad had ever b\en transmitted to him 
.in India. ' • 

J-
In the Bengal Hi~h Court Case N,0.D6 of 1921, Bengal Nagpur 

Railway Company, ~td., '/Iera". Secretary of State for India (I, 
Srinivasan Tax Cases~ page 178), it has been held that the Bellgal 
N agpur Railway Com"pany ia noil, liable to pay tax on the intere.t 
guaranteed by the Secretary of-. State. Thls ruling should be 
followed in the case of all Railwav companies where the interest 
is guaranteed by the Secretary of State and is paid in England 
ilnly. It does not apply to cases where the int,erest is guaranteed 
by an authority other than -the Secretary of State or is ,paid in 
India.,. 

For the special case of tax on interest on sterling securities see 
paragraph 16. 

16. I. interest on the Iterlin.9 seouritie, 01 the Got·ernme..t 01 , 
lndia or on the 'terling ,ecu'l'itie. iss".d by English companie. 
carryin.9 on b",in." im. B'l'itilh India liable'to Indian income-tao:' 
-Where such interest is received by the debenture or security 
'holder in British India, it is clearly liable to Indian income-tax 
under section 4 (1); where, however, it ie not received in British 
India, the tax will only be payable under the terms of the same 
section if the interest can be held to accrue or arise there. "Accrue 
or arise" as used in this connection are general words descriptive 
oi a right to receive, and in this view the relevant portion of 

-section 4 (1) of the Act may be paraphrased. by stating that the 
inMme to which the Act applies iB income 'received in- British 
Isdia or income which there is a right to receive in British India. 
If this test is applied, interest on the sterling securities of the 
Government of India, if not received in British India, will not be 
char~eable with Indian income·tax; and similarly the interest on 
sterhng debentures issued by companies will not be char,aable if, 
RB is usually the case, there is a right to reoeive it in England. 
For the purpose of the teat it is immaterial in what currency the 
security or loan and its interest i8 expressed, and consequently the 
seme principle is also aPl!licable in determining the liabilitv to 
Indian income-tax of the mterest on foreign (other than ster!'ing) 
debentures. On the other hand, interest on promissory not .. s of the 
Government of Inaia enfaced for payment in England is liable to 
Indian income-tax, since here the right to rereive payment of 
intert'st is a right to receive it in India, and the concession by 
which Government paper can be enlaced for pavmen: of interest 
in London does not constitute anv part of th~ ad\\al contract 
entered into by Government. • 

1'7. E_ptw..-lflcomt!l .... cluded from" total income ".-In 
addition to the exemptions mentioned in section 4 (3), the following 
further exemptions have been made by the Governor General in 
'Council in exercise of tn. 'P0wen conferred by eection 60 of the 
Act. 
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" The following classes of -income shall be exempt from the to. 
payable under the said A,ct and they shall not be taken -into .accoun1; 
,,1 determining the total income of an assessee for the purposes ot
~ said Act:-

(1) The official allowance which an agent of a Prince or State· 
in India, who has been duly accredited to represent the Prince or
State for political purposes in any place within the limits of British· 
India, receives as such agent in British India from the Prince or" 
State; and the official salaries and fees which a Consul-General, 
Consul, Vice-Consul or Consular Agent of a foreign State, whether 
, de carrier' or not, and whether a British or a foreign subject, or
a representative or consular employee of a foreign State, not being 
a British subject, receives in India from such foreign State in his
'capacity of Consul-General, Consul, Vice-Consul or Consular Agent,. 
representative or consular employee. 

(The latter portion of this exemption applies only to salaries
and fees received from their Governments and not to any other 
income, profits or gains, accruing or arising to them or received 
by them in British India.) 

(I-A) Sums paid in pursuance of Article 3 of the agreement 
dated the 17th August 1825 between the British Government and 
the King of Oudh. 

(I-B) Income derived from the Bva tax defined in clause (e) ot 
section 2 of the Teri Dues Regulation, 1902. 

(2) The salary and allowances paid by a State in India duriAg 
the period of deputation to any person deputed by the State for 
training in British India. • 

(3) Scholarships granted to meet the cost of education. 
(4) Such portion of the income of a member of His Majesty'or 

Naval, Military or Air Forces, British or Indian, or of the Royal 
Indian Marine as is compulsorily deducted from his salary by the
orders, P.r: with the approval of Government for payment to a mess, . 
.. ine or band fund. 

(5) The allowances attached to-

The Victoria Cross. 
The Military Crose. 
The Order of British India. 
The Indian Order of Merit. 
The King's Police Medal. 
The Indian Police Medal. 

(5-A) The interest on Government securities held by, or on be-
half of, Ruling Chiefs and Princes of Indian as their private
property. 

(6) , Jan'; Inams' awarded to Indian officers, Indian other' 
ranks and followers in respect of services in the Great War. 

(7) The yield of Post Office cash certificates. 
}" . , 
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. (8) The interest on deposits in the p,ost 01¥ce Savings Bank. 
(9) The i';come of a University or other ,educational institrt-~ 

tion existing solely for educational purposes and not for purpos.-. 
of profit. 

(10) The salary of 'His. Majesty's Trade Commissioners in 
IndIa. 

(11) The salary of the Ca~adian ,Trade Commission4jr in India 
at Calcutta. .• 

(12) The salary of the Trade Commissioner in India of thtt 
United States of America, and of any members of his staff who are 
citizens of the U. S. A. and have been detailed for duty with the 
laid Trade Commissioner by the Government of the'said States. 

(13) The salaries of the correspondent of the International 
Labour Office, New Delhi, and his staff. 

(13-A) The salaries of the Organiser and Manager of the' 
Branch Office of the League of Nations, Bombay, and his staff. 

(14) The gratuities which are granted to officers and others in 
respect of wounds or injuries received either in action or in the 
performance of duty otherwise than in action in His Majestr.'. 
~ aval, Military or Air Forces, British or Indian, or in the AUXIli
ary Force, India, or in the Indian Territorial Force or in thtt 
Royal Indian Marine. . 

(15) The ~ratuities which are granted to the widows, children 
or otber relatIves of officers and others who are killed in action or 
lultef'violent death due directly or wholly to war service, or artt 
killed or die ot injuries sustained on fiying duty or while being 
carri,d on duty in air.craft under proper authority or die within 
leven years from wounds or injuries so received. 

(16) Retiring gratuities with increments thereto granted under 
the rules framed by the Secretary of State in Council in pursuanclt 
of the Royal Warrant, dated, the 25th April 1922. '1;;. 

(17) Gratuities sanotioned under Army Instruction (India), 
No. 223. dated t.he 21st Mar~h. 1922, for retrular Royal Engineer 
Officers on the Indian establishment belongIng to the Surveyor 
Railway Department and regular Indian Army Officers of thlt 
Survey Department. 

• 
(18) Gratuities granted to Assistant Surgeons of the Indian 

Medi~al Department in Military employment declared surplus to
establishment under Army Instruction (India), No. 516 of 1924. 

(19) Gratuities which are granted by the Railway Board or 
under general orders iasued by the Railway Board to employ,* 
nn their retirement or discharge from service or, in the event of 
their death while in service, to their widows or children or othttr
members of their families. 

(20) Extraorclinary jrl'Iltuitiea whicll are granted by Government 
or by Railway Administrations to Government or railway servant. 
(or to their widows, children-. other ~p_tatiV88, as the __ 
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may be) who are injured Or killed in the execution of their duties 
.d!r who suffer injury or death owing to devotion to duty. 

(20-A) Gratuities granted to the staff of the Indo-European 
Telegraph Department in pursuance of the Resolution of the Secre

_ tary of State for India in Council dated the 24th June, 1930. 
(20-B) Gratuities granted under paragraph 6 of Army Instruc

tion (India), No. 101, dated the 9th September, 1930: 
(21) The allowance or salary paid in the United Kingdom to 

-<lfficers of Government on leave or duty in that country whether 
such allowance or salary is paid in sterling in the United Kingdom 

-.()r by means of negotiable rupee drafts on a bank in India. 
(22) The leave, allowance or salary drawn from any Colonial 

'Treasury by officers of Governments on leave or duty in the Colony. 
(23) Leave salaries or leave allowances paid in the United 

'Kingdom or in a Colony, to officers of local authorities, or to the 
,em:{'loyes of Companies, or of private employers on leave in the 
'Umted Kingdom or in such Colony. 

(24) Vacation salaries paid in the United Kingdom or in a 
Colony to Judges of High Courts or of Chief Courts. to Judicial 

.commissioners, or to other officers of Government, when on vaca
,iion therein. 

(25) The pensions of officers of Government residing out of 
-India drawn from any Colonial Treasury or paid in the United 
'Kingdom, whether such pensions are paid in sterling or by means 
-,of negotiable rupee drafts on a bank in India. ' .. 

(26) The salaries of the light house keepers of light houses in 
-the Red Sea. . ' 

(27) ,Thetenslons paid in the United Kingdom or in a Colony 
,to offioers 0 local authorities or employes of companies or of 
private employers, such officers or employes being resident out of 

-India. • 
(28) The interest on Mysore Durbar Securities. 
(29) Pensions granted to officers of His Majesty's Naval, Mili

-tary or Air Forces, British or Indian, or of the Auxiliary Force, 
India, or of th.e Indian Territorial Force, or of the Royal ,Indian 
Marine or to- members of the Indian Police Forces, in respect of 

-wounds or injuries received in action 'or in the performance of 
, their duties as members of such forces otherwise than in action. 

(aO)1 Pensions granted to members of His Ma.iesty's Naval, 
Mihtary or Air Forces, British or Indian, or of the Auxiliary 
Force, India, or of the Indian Territorial Force, or of the Royal 
Indian Marine, who have been invalided from service with such 
'forces on account of bodily disability attributable to, or aggravate!l 

-by, such service. 

(31) Value of rations issued in kind or money allowances paid 
"in lieu thereof, to any officer or other rank in His Ma,iesty's Naval, 
-Military or Air Forces; British Qr Indian. or in the Auxiliary 
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Force, India, or in the Indian Territorial Force, or in the Royal 
Indian Marine. 

(32) Value of rent-free quarters occupied by, or money allow-, 
ance paid in lieu thereof to, Indian officers, British Warrant and 
non-commissioned officers a~c men of His Majesty's Military or 
Air Forces, and British and Indian Warrant officers of His 
Majesty's Naval and ~Iarine Porces; in all cases irrespectiye of 
whether the individual concerned is married or single. 

(33) Oonservancy al101yance granted in lieu of free conservancy 
to non-departmental Warrant and non-commissioned officers of the 
Indian Unattached List, departmental non-commissioned officers of 
the India U nattached I~ist not in receipt of consolidated rates 
of pay and '\T arrant and non-commissioned officers of the perma
nent staff of the Auxiliary and Territorial Forces. 

(34) The value of the free education provided for the children 
of British Warrant and non-commissioned officers and any grants-· 
in-aid made to British Warrant and non-commissioned officers in 
lieu of the provjsion of free education for their children. 

(35) The income of persons, other than persons in the serVIce 
of the Government, residing in the district of Angu!. 

(36) The perquisite represented by the right of any of the 
officers specified in the annexed list to occupy free of Tent as a 
place of residence any premises provided by Government. 

List of officers. 
The Governor General. 
The Commander-in-Chief. 
The Governor of a Governor's Province. 
The North-"West Frontier Province. 
The Chief Commissioner of any of the following Provinces," 

namely:-
British Baluchistan, 
Delhi, 
lljrner-]fervrara, 
Coorg, 
and the Andaman and N icobar Islands; and 

any first class Resident in the Political Department. 
(37) Such part of income in respect of which tax is payable 

under the head "Property" as is equal to the amount of rent 
payable but not paid by a tenant of the assessee, where-

(a) the tenancy is bond fide; 

(b) the defaulting tenant has vacated, or steps have been taken 
to compel him to vacate the property; 

(e) the defaulting tenant is not in cccupation ol other property" 
of the assessee; and . 
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(d) the ass~ssee'has taken all reasonable steps to institute legal 
proceedings for the recovery of the unpaid rent. 

(38) The lump grants made by Government to the Indian 
Church-. , 

(1) for the provision of episcopal supervision and ministra
tions; 

(2) for the payment of allowances to clergymen enterteined in 
lieu of Chaplaincies reduced; and 

(3) in lieu of the grants-in-aid at present given for the enter
tainment of clergymen of the Additional Clergy Society 
under Articles 602 and 603 of the Civil Service Regu- . 
lations. 

17-A. Eltemptwn,-Income. included in .. total income ".
'The following classes of income shall be exempt from the tax 
'p:,/able nnder the said Act, hut shall be taken into ae.count in c\~ter
mming the total income of an assessee for the purposes of the said 
Act:-

(1) The interest on Government securities purchased through 
the Post Office, and held in the custody of the Account
ant-General, Posts and Telegraphs. 

(2) Sums received by an assessee on account of salary, bonus, 
commission or other remuneration for services rendered, 
or in lieu of interest on money advanced, to a person for 
the purposes of his business, ' 

where such sums have been paid out of, or determined 
with reference to, the profits of such business. 

and, by reason of such mode of payment or determina
tion, have not been allowed as a deduction but have been 
included in the profits of the business on which income
tax has been assessed and charged under the head 
" business" ; 

Provided that such sums shall not be exempt from the pay
ment of super-tax unless they are paid to the assessee by 
a person other than a company and have already been 
assessed to super-tax. 

(3) The profits of any Co-operative Society other than the 
Sanikatta Salt-owners' Society in the Bombay Presidency 
for tbe time being registered under the Co-operative 
Societies Act, 1912 (II of 1912), the Bombay C0:0l'era
tive Soeieties Act, 1925 (Bombay Act VII of 192V), or 
the Burma Co-operative Societies Act, 1927 (Burma Act 
VI of 1927), or the dividends or other payments received 
by the members of any such Society on account of 

Lprofits. 
The exemption which extends both to income-tax and super-tax 

-applies only to " profits" in the etrict sense of the word as used 
-in the Act and 'does not include " income" derived by Co-opera-
,tive Societies from interest on securities or dividends. The Booie-
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ties w'hose income liable to income-tax is not taxable at the maxi
mum. rate or who have no income liable to tax should apply to the 
Inllome-tax Officer concerned for the issue of exemption certificates 
authorising persons paying interest on securities not to dedu?t any 
tax at source or to deduct tax at a lower rate than the maxunum, 
AS the case may be. " 

Where a Co-operative Society incurs a 109s under any head of 
income that has been exempted from tax by notification under 
leotion 60 (1) of the Act, sucb, 1088 may be set off under section 24 
against any income that is not so exempted. 

(4) Such part of the profits or gains of a firm which has dis-
continued its business, profession or vocation as is pro
portionats to the share of an &88esgee in the firm at the 
time of such discontinuance, if income-tax has at any 
time been charged on such bU9ineas, profession or voca
tion under the Indian Income-tax Act, 1918 (VII of 
1918), or if an asse88ment has been made on the firm in 
respeot of such profits or gains under sub-section (1) of 
section 25 of the Indian Income-tax Act, 1922 (XI of 
1922). 

The above exemption applies only to income-tax and not to 
super-tax. 

A,Part from the partioular cases mentioned in this paragraph, 
the mcomes or l.0rtions of incomes exempted under section 4 of 
the Act and un er the orders of the Governor General in Council 
under section 60 of the Act referred to in paragraph 17 are not 
only not sub~ect to inoome-tax or super-tax, but they are aleo not 
to be taken mto aooount in determining the rate of tax on other 
inoome; they are excluded from consideration altogether. 

l'7·B. E.r:afflptiom-Indian F'no.ftCa (Suppltrnlmtm-y and E.r:
tending) Aot, 1931.-The olass88 of persons specified in the schedule 
below are exempt, under section 60 of the Act,-

(a) from the op~ration of section T or section 8, of the Indian 
Finance (Supplementarv and Extending) Act, 1931, in 
respect of income of the" year 1930-31 or the year 1931-32 
chargeable under the head .. Salaries"; and 

(1)) from the operation of section T or section 9, of the Indian 
Finan". (~upplementery ILIld Extending) Act, 1931, in 
respect of lncome of the year 1931-32 or the YIllU' 1932-33, 
chargeable under the head .. Salaries". ' 

Clouu 01 ,,,/r __ "ted. 
1. All persona in the eervi"eof the Crown in India (including 

paraona for the time being on fo~ign eervioe as defined in the 
Civil Service Regulationa or the Fundamental Rules 88 the case 
may be) or holding any office thll emohunen\a of which are defrayed 
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from the revenues of India, whose income of the year 1931-32 or 
the year 1932-33, as the case may be, chargeable under the head 
.. Salaries" is. reduced- . 

(a) under the operation of any law, rule, direction or order 
enacted or made for the purpose of effecting a tem 1'0-
rary reduction of pay as an incident in the measures 
undertaken to meet the existing financial emergency, or 

(b) as the result 'of a voluntary surrender made with a like 
intent and accepted by the appropriate authot:ity. 

2. All servants of an eligible Railway Company, as defined in 
the Explanation hereto attached, whose income of the year 1931-32 
or th~ year 1932-33, as the case may be, chargeable under the head 
.. Salaries" is reduced-

(a) under the operation of any order of the Railway Company 
effecting a temporary reduction of pay as an inCIdent 
in the measures undertaken to meet the existing finan
cial emergency, or 

(b) as the result of a voluntary surrender made with a like 
intent and accepted by the Railway Company. 

Ea:planation.-The expression .. eligible "Railway Company" 
means a Railway Company which has satisfied the Governor Gene
ral in Council that it will pay to the Governor General in Council 
a sum equal to the amount of the new or additional income-tax and 
super-tax which would have been payable by its servants under 
the operation of the aforesaid sections of the Indian Finance 
(Supplementary and Extending) Act, 1931, if the exemption here
m contained had not been granted by the Governor General in 
Council. 

17-0. Where, owing to the fact that the total income of an 
assessee has reached or exceeded a certain limit, he is liable to pay 
super-tax or to pay super-tax at a higher rate, the amount pay
able by him on !'occount of income-tax and super-tax shall, where 
necessary, be reduced so as not to exceed the aggregate of the 
following amounts, namely:-

(a) the amount which would have been payable on account of 
income-tax and super-tax if his total income had been 
a sum less by one rupee than that limit, and 

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

. 18. Allowances in tu.e88in.q profita 0/ railway 07 tMfflway bu.i
ne ... -The following modification has been made in respect of in
come-tax in favour of income derived from railway or tramway 
business (otber than an electric tramway):-

An assessee deriVIng income from a railway or tramway busi
ness may at his option 'require that in comlluting the profits 
or gains of such business.· the following allowance shall be 
made in lieu of the allowances specified in clause (.,,), clause 
(."i) and Clause (mi) of sub-section (2) of section 10 of the aaid 
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Act, namely, the actual expenditure incurred by the assessee 
during the previous year on repairs, replacementllo and renewals 
of plant, machinery, buildings and furniture 'Which are the 
property of the assessee, 

Provided that an assessee who in any year has exercised the 
option hereinbefore conferred shall not be entitled save with 
the consent of the Commissioner of Income-tax to withdraw 
that option in any ilUbseguent year. 

Provided further that nothing in this notification shall apply 
to an electrio tramway. 

19. Exemption of income deri.1Ied from property. held under a 
l'eliqio", or charitable trud.-Under section 4 (3) (i) income 
derived from property which is held under a purely religious or 
(1hlU'itablb trust or .. Met' any other legal obligation that it should 
be utilised for religious or charitable purposes is' exempt. The 
word ' property , in this section does not bear the restricted mean
ing that it bears in section 9 of the Act but includes securities, a 
business, or sharI! in a business. 

Section 4 (3) (i) exempts two categories of income. First, 
income from propertY which is dedicated absolutely and secondly, 
in case of qualified dedication, so much of the income as is applied 
or finally set apart for application to religious or charitable pur
]loses. 

In the case of absolute dedication, i,e., where there is no out
standing secular interest reserved by the trust, the exemption is 
complete. In the case of qualified dedication, the trust reserves 
a secular interest to beneficiaries, Shebaits or heirs of the founder, 
etc. This secullU' interest is assessable to income-tax. Suppose 60 
per cent. is under the trust applicable to religious or charitable 
purposes and 40 per cent. distributable among the heirs of the 
... ttlor. The 40 per cent. is assessable. Suppose also that only 
50 per cent. is IIctually applied or set apart for religious or charit
able purposes and the heirs or the Shebaits misappropriate 10 per 
cent. Tbe 10 per <ent. is under 'the seetion also assessable. 

The maintenance of a Shebait mayor may not come within the 
eate~ry of reli~ious or charitable purpose. It d .. pends on the cir
cumstances of the case. If, for instance. a dedication is absolute 
and a small portion of the ineome is given to the Shebait for his 
remuneration for carrying out the trusts of the e1ldowment, it,. 
would not be secular. If. on the other hand, a fixed sum is ~iven 
to reli~io\l8 or cbaritable purposes and the residue of the income is 
~"'eD to the Sbebait for hi. mllinten8Dc4!', 'the residue would be 
held to b~ secular. 

., I \ • 

The test, is whether a 8uit fur putitioD lies for division of the 
residue-. If it d~9. then the residue io secular and assessable. In 
ouch ('88<'. BDy portion of the- dedicated, i.e .• ordinarily ex"mpted 
ineome which may be mi98ppl'Opriated would 11190 be ___ bI". 
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Section 4 (3) (ii) similarly exempts the income of religious or 
eharitable institutions which is denved from voluntary contribu
tions and is applicable solely to religious or charitable purposes. 

To secure exemption under clause (i) or clause (ii) of section 4; 
(3) the income of religious or charitable institutions and income
derived from property held for religious or charitable pbrposes need 
not be actually s'pent on religious or charitable purposes in the ye_ 
of receipt. It IS sufficient i£ it is set aside for those purposes. 
In the case of mized trusts, the income-tax authorities are required' 
to enquire into the application of the income. Where property" 
is held in part onlv for religious or charitable purposes a propor
tionate share of any expenses incurred on management should be
considered as applied to those purposes. ' 

To remove doubts regarding the application of these two clauses, 
read with the definition 'of " charitable purposes," to universities. 
and other educational institutions the special exemption under' 
section 60 of the Act mentioned in paragraph 17 (9) was made. . 

Attention is also invited to the exemption mentioned in para
~raph 17 (3) of scholarships granted to meet the cost of education 
III the hands of the recipients of the scholarships . 

• i' 20. Ezemption. of Provident Fund.. [Section. 4 (3) (iv) ana 
. 4 (3) (v)J.-Under section 4 (3) (iv), the interest on securities heIdi 
by ProVIdent Funds to which the Provident Funds Act, 1897 
(now Act XIX of 1925), applies, is exempt from tax. Similarly 
under section 4 (3) (v), capItal sums paid as accumulated balances. 
at the credit of subscribers to such funds are exempt from ta..'I: and 
are not included in computing their " total income". The words.'· 
.. accumulated balance" include not only contributions but also
interest thereon. Under section 15 (1), contributions paid by .. 
subscriber to such funds are also exempt from income-tax to the 
extent mentioned in section 15 (3). Contributions by employe ... 
to such funds stand on a totally different footing and are dealt 
with in paragraph 49. For special privileges for .. recognised .. 
provident funds see paragraph 20-A et .eq ....... 

The exemptions granted to Provident Insurance Societies which 
comply with the provisions of the Provident· Insurance Societies 
Act, 1912, or which have been exempted from its provisions, were' 
withdrawn by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
Provident Insurance Societies to which the Provident Insurance· 
'Societies Act applies, or which have been exempted from its provi
sions and which were in existence before 1st A pril1924 will continue· 
to enjoy the exemptions under sections 4 (3) (iv) and (11) and sec
tion 15 (1) to which they were entitled under Act XI of 1922 before· 
it was amended by Act XI of 1924. These concessions cannot be-

.. "laimed by any other Provident Insurance Societies . 

. : ;..& speeiai exemption has' been granted rsee p~ragraph 17 (19)] 
-~ __ pect of gratuities paid out of Railway Provident Funds on the--

retirement or deeth of the members. 
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aO-A. EIJlBmption of .. rBoognued" Provident Fun,d,.-. Be
sides the Provident Funds mentioned in paragraph 20, ProvIdent 
Funds maintained by employers [section 58-A (11)] which conform 
to the conditions laid down in section 58-0 of the Act inserted by 
the Indian Income-tax (Ptovident Funds Relief) Act, 1929, enjoy 
certain privileges in respect of ip.oome-tax subject to certain con
ditions. The main conditions to which such Provident Funds must 

.conform in order to secure these concessions are:-
(1) that the funds shall-be vested in two or more trustees or 

in the Offioial Trustee under an irrevocable trust; 
(2) that the employer shall not be entitled to recover any sum~ 

whatsoever from the Fund except where the employee 
" is dismissedl for misconduct or voluntarily leaves elP

ployment Wl'thout adequate reasons; 
(3) that in any case such recoveries shall be limited to the 

oontributions ma4e by the employer himself; 
{41 that the subsoriptions of the employees and tne contribu

tions by the employer shall be regular and not casual; 
(5) that the eml'loyers' oontribution. should not exceed the 

employees' subscription as a rule, and 
(6) that the employee shall be employed in India or the prin

cipal place of business of the employer shall be in " 
British India. ~ 

"The income-tax concessions are:-
(a) contributions to .. recognised Provident Fund both by the 

employee and the employer taken together shall be 
exempt from income-tax but Dot from BUper-tax up to 
1/6th of the employee's annual salary. in addition, an 
employee can obtain under section 15 (1) rebate of in
come-tax on insurance premia subject to the limit laid 
down in section 15 (3). If in any Fund the contribu
tions made by an employee exceed the Ith limit', the 
excess contributions and the int .... est thereon together 
with interest in excess of the prescribed maximum (at 
present 6 per cent.) will be liable to tax; 

{b) inoome on the investment. held by the Fund is also exempt 
from inoome-tax; 

(e) the accumulated balance due to an employee which includee 
intereet on contributiona--is also exempt from income
ta", and super-tax and is not to be included in compu-. 
tation of the total income, provided the employee haa 
rend .. red continuous 8 .. rvi~e with his employer for not 
1_ than five years. The Commissioner has also power 
in certain circumstances to allow the exemption even 
when the service rendenld is 1,,88 than this period. 

The contributions made by an" employer to the individual ae
.(l()unte of his employee in a J'8IlOIrniaed Fund, un .J'8C.'overies if any 
~ndo.r the provisions of !It'Ction 58-0 (I) (I), are to be allowed as 8n 
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item of expenditure under section 10 (2) (i",) of the Act, as the 
Fund is an irrevocable trust. 

2()"B. Reco.qnition of Provident Funds and withdrawal of 
recognition. (Section 58-B. )-The Commissioner of Income-tax 
may accord recognition to any Provident Fund which, in his 
opinion, satisfies the conditions prescribed in section 58-C and the 
Indian Income-tax (Provident Funds Relief) Rules. An employer 
objecting to an order of the Commissioner refusing to recognise 
a Provident Fund may appeal, within ~O days of such order, ta
the Central Board of Revenue in the form prescribed in the Indian 
Income-tax (Provident Funds Relief) (Central Board of Revenue) 
Rules. 

, There is no specific provision in the Act or Rules for an' appeal 
against withdrawal of recognition by the Commissioner, but such 
an appeal should be allowed subject to the same conditions as are' 
apphcable to an appeal against an order of the Commissioner re
fusing recognition. The Government of India have reserVed the' 
power to withhold or withdraw recognition from any provident 
funds [section 58-B (2)1. 

20-C. Condition. to be satisfied by recognised Provident Funas. 
(Sections 58-e and 58-D).-Inv6stment of funds.-A recog-niserl 
provident fu'nd consists of contrioutions .by employers and em-' 
ployees, accumulations, interest thereon and securities purchased 
therewith and no other sums. So long as the "transferred 
balance" [section 58-J (2)] and the employers' contributions, 
interest thereon, etc., are not invested, the fund will consist solely 
of subscriptions, accumulations and interest thereon. If any part 
of the fund is deposite4· in the ~mployer's own concern, and the· 
employer gives the Trustees a promissory note therefor the note 
may be considered to be a "se~U1'itv" within the. meaning of 
section 58-C (1) (d). So far 6S the transferred halance of a fund 
is concerned, there is no restriction as to the manner in which it 
should be held or invested. It may be utilized in the employer'S 
own business, or tieposited in a Bank or invested in " securitIes" 
in the widest sense of the term. The same is true of the employer'8 
contributions subsequent to recognition and the interest thereon 
and on the accumulations of such intere.t. The employees' con
tributions subsequent to recognition and the interest thereon and 
on accumulations of such interest must be invested in the securities 
of the nature described in section 20 (a), (b), (e), (d) or (e) of the' 

,',Indian Trusts Act; 1882, and payable in respect of both capital 
and interest in British India. 

A reasonable interval should be allowed to the trustees to accu
mulate the contributions collected before requiring their investment 
as above. 

A fund is not rendered ineligible for recognition by the fact 
that it can be closed or wound up at will by the employer or the

,. Trustees, provided that it is not revocable otherwise than in accord
',.anee 'Witllisection 58-0 (1) (~). 

, ,. " -. > 
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The fact that a fund receives donations, for example from re
tiring partners, should not be held to render it ineligible for 
recognition. " 

il.l'p1'eciation and depreoiation in securities belonging to "6-
oognMed provident fuMs.-In certain Provident Funds it is. tp,e 
praotice to revalue the securities held at the end of each financla1 
year and to take the appreciation and depreciation thus ascertained 
Into consideration before allocating to. the members their share 
·of .the annual profit. This -practice does not render the fund in
.eligible for recognition. Plu, and minus entries relating to such 
.afpreciation or depreciation should be made in tl>e remarks column 
o the Form of account Jlrescribed in rule 6 of the Indian Income
tax (Provident Funds ;Relief) (Central Board of Revenue) Rules 
(Part II of the Manual). Such appreciation or de'lreciation need 
not be taken into account in determining the rate 0 interest under 
lection 58-F (2). 

The appreciation of seourities itself cannot directly come into 
the computation of the employee's total income or be liable to tax 
at any tIme. Though it is a form of accumulation of contribution~ 
it is also not income but an increase of capital. 

.. Forfeiture. to f'Bcognised p1'ovident funds. r Seotion 68-C. (1) 
{d)).-The only amounts that an employer is allowed by the Act 
.1<' recover from a recognised Provident Fund are his own contribu
tions to the account of a dismissed employee or an employee 
volunt.arily leaving his employment as stated in section 58-C (1) (il 
and of interest on such contributiona. If the rules of any fund 
provide for forfeitures to the emJ'loyer of any other monies--foT 
.example of a dismissed emploY418 s own bontributions and the in
terest thereon, this provision is repugnant to section 58-C· (1) (f) 
and renders the fund ineligible for recognition. 

• A provision for the forfeiture to the fund in certain oircumstan-
·oes (e.g., assignment of employee's interest, an employee leaving 
service to take employment under a rival) of so much of the amount 
.tanding to the credit of an individual employee as is in no cir
eumstances recoverable by the employer, under clause (f) of sub
section (1) of section 58-C of the Act, does not render the fund 
ineligible for reoognition under that sub-section. 

Suoh amounts represent accumulations of sums credited out of 
the .. mployee's salary with interest thereon, and it is clear th~\ 
these amounts are within the lan!rU~ used in dause (d) of sub
l&etion (1) of section 68-C, read with the definition of .. contribu
tion " in clause (d) of .e~tion o8-A. The ellset of clause (g) of 
eub-section (1) of sBotion o8-C is not to require that so much of the 

• balan .. e at the credit of an individual employee as is not recover
able by the emplorer under clau .. (Il should be payable to the 
enlPloyee. It reqUIres the accumulated balant'e due to the employee 
to be payable to the employee, and the definitio!1 af .. accumula
ted balance . due" in clause (g) of __ tion 58-A expresaly 
recognises the possibility that by the reg>llations of a fund oy 
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. . . r part of the balance ~ the credit of an employee may be excluded: 

I from the amount claImable by him and therefore from the accu
mulated balance due for the purposes of clause (g) of sub-seetjon 

I (1) of section 58-0. . 

;1 While therefore recoveries by the employer are governed by" 

'

I: clause (I) of sub-section (1) of section 58-0, forfeitures to the lund 
are left by the Act to be governed by the regulations of the fund, 
so that no provision in the regulations of the funds for the forfeiture· 
to the lund of any part of the balance to the credit of the individual 
employee will render the fund ineligible for recognition. 

v The inclusion in the rules of a provident fund of a prQvision for
the payment of forfeited amounts of an individual membe)" to his· 
wife and family does not render the fund ineligible for recognition. 
The definition of the expression " accumulated balance due" to 
an employee which is set out in section 58-A makes it plain that the 
amount which is payable to the employee is not necessarily the' 
equivalent of the total of his contributions, the employer's contri
butions and the interest which has accumulated thereon; and thjt
provisions of clause e.g) of section 58-0, read with this definition 
of the " accumulated balance due" are not inconsistent with the
payment to a third party of forfeited amounts, although the circum-

. stances in which the employer can himself take these amounts are
limited by clause (b) of section 58-0. 

The inclusion in the regulations of a provident fund of a pro
vision for the forfeiture to the fund of the accumulated balance' 
due to an employee who dies without heirs also does not make 
the fund ineligible for recognition. Such forfeiture to the fund 
does not :put anything into the fund, because what is fDrfeited to· 
the fund IS already in the fund. As the act of forfeiture does not 
put any sum at all into the fund, it cannot be held to put into 
the fund any sum other than the contributions, etc., specifieeJ in 
section 58-0 (1) (d). The question of the validity of a regulation 
forfeiting to the fl!.nd the accumulated balance due to an employee' 
who dies intestate and without heirs does not arise, as the exIstence
of a such a regulation, whatever it may be worth, does not affect 
the composition of the fu.nd for purposes of clause (d) of sub-section 
(1) of the same section. 

Payment of accumulated balmwe. of .. ecognued prO'llident fund • 
. to employee. ducontinuing paf'ticipation. [Section 58-0 (1) (g) 

and (h)l.- If an employee who is a subscriber to a recognised pro
vident fund, the membership of which i. ol'tional, decides to 
discontinue his membership of the fund while not resigning his 
employment, he is entitled to claim repayment of the accumulated 
balance at his credit, under section 58-0 (1) e.g) of the Act. Under 
section 58-A (c) of the Act, an " employee" means an employee 
participating in a provident fund. Thus a person who discontinues
his participation in a fund "ceases to be an employee" within 
the meaning of section 58-0 (1) (g) and is, therefore, entitled to 
claim payment of the accumulated balance due to him. 
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A private lrovident fund, participation ir: whi~h is optional, 
i. not qualme . for recognition unless the rules confer ~n the parti.· 
cipants,tIhe risht to receive payment of the acc!umurated balance 
whenever partIcipation is discontinued. 

IO·D. Reco'!ni,.d Provident Fund. of busine •••• with princ;" 
Fl place out 0 India. r Section 68-0 (1) (a)] .-If a concern has 
Its principal place outsid'e British Iudia, the Provident Fund of 
the employees of its British Indian business, ,if it is to be .. recog
nised ' ",should be kept separate aid must conform to the conditions 
imposed by the Aot and the Rules thereunder. The expression 
.. all employees" occurring in section 68-C (1) (a) refers to .. all 
employees sub.cribing to the Fund .. and not to all employees of 
ilie particular employer. If a concern has its principal place 0:£ 
business in British India, there is no objection to the foreign 
ataff-that is the sta!! outside British Indie.---l!ubscribing to the 
Provident Fund. They' will not get any rebate of tax on the 
monthly contributions since their salaries having been earned out· 
lide British India will not be taxed but they will get the ~d
vantage of the exemption from income-tax of the interest on the 
investments of the Fund. 

20·E. Int .... .e on accumulated balance. in recogni.ed provi
dent lunck. (Seotion 58-F).-Interest on accumulations in 
reoognised provIdent funds is exempt from income-tax but not from 
luper-tax up tq a rata to be fixed by Government which is 6 per 
oent. at present. In lOme funds, a provisional rate qt interest is 
allowed to the employees in the first instance and the difference 

" between the interest aotually earned by the fund and the provisional 
rate 80 allowed il distributed between the 'employees on a basis 
,which has 8OD18 regard to the length of service of the employees. 
In auoh Daaes, the interest credited to the individual accounts should 
bl! e;r;:emJlted in ao far as the average interest earned by tha fund 
..-'a whPle does not exceed the prescribed rate of interest. 

. Interest On suma oredited to an employee'a account in a recog
niaed Provident Fund, which aums represent hia share of the ap. 
'preoiation in the value of the aecurities held by the Fund; is to be 
regarded aa interest within the meaning of sections 68-A (I) and 
68-C (1) (d). 

IO·F. IntlJ1'f'Ntation '1' .. • alary" in ... latwn to recognuw. 
~ident lunck. [S.etion 58-F (ll].-That the expression 
• salary .. as used in Chapter IX-A ot the Aot doss not embrace 

everything taxable under the head .. aalaries .. in accordance with 
lub-8ection (1) of section 7, ia obvious from clause (b) of sub-section 
(1) of section 68-C read with clause \b) Of section o8-D. For the 
purp0888 of Chapt.er IX.A, .. aalary , includea 80 much only of 
an employee's remuneration as is of a specific mon"tary amount 
and is payable periodically. It includee .. aal~" (in th. more 
rneral sense in which that expression embraces • _gee ") which 
18 received by anv. cetej!'Ory of employeee other than those ucluded 
in clause (c) of Hetian 68-A, 
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20-G. Account.: of r~eognised yrovident fUlld.. (Section. /i8-} 
.apd 58-J).-The accounts of recognised provident funds are to be 
maintained in the form prescribed in the Indian Income-ta:!> (Pro. 
vident Funds Relief) (Central Board of Revenue) Rules. If a 
-concern has several branches, the annual abstracts of tbe provident· 
funds accounts should be sent by the employer to all Income-tax 
{)fficers who are responsible for assessing the employees. . . 

The accounts to be made unw... the provisions of section 58-J 
must show in respect of every employee the particulars given ia 
rule 8 of the Indian Income-tax (Provident Funds Relief) (Cenflral 
Board of Revenue) Rules. 

20-H. Treatment of a fund tran./erred by employer to tru.
t,e... (Section 58-K).-A:n.y sum transferred by an employer 
before coming into force of the Indian Income-tax (Provident 
Funds Relief) Act, 1929, to the Provident Fund of his employees 
which has been converted into an irrevocable trust is a permi.,ible· 
-deduction in assessing the profits of the employer. Sub-section (1) 
<:if section 58-K operates with reference to any assessment made· 

. after the coming into force of the Provident Funds Relief Act 
XII of 1929 whenever the condition. necellary to it. operation are 
satisfied. The conditions necessary to its operation are that it can 
be predicated of the emloyer:-

(a) that he maintains a Provident Fund for tb,e benefit of his 
e;mployees, . 

(b) that he has not transferred the Fund or relevant portioa 
thereof, 

. (c) that he transfers the Fund or relevant portion. 

The use of the perfect tense in the definition of condition (b) anel 
-of the present tense in the definition of condition (e) shows that 
these conditions cannot be satisfied by any employer who, having 
already transferred the Fund or relevant portion before the Pro
vident Funds' Relief Act came into force, was not when the Act 
came into force in the position of not having transferred it, and 
was therefore not in a position to transfer it. . 

It must not be overlooked that while an employer wbohae 
effected a transfer before the coming into forre of the Provident 
Funds Relief Act will not suffer the loss resulting from the opera
tion of sub-section (1) of section 5B-K, he will as a eorollary .not 
enjoy the benefit resulting hom the operation of sub-section (2) 
of that section. 

Employers' subscriptIons to an unrecogni<ed provident fund 
may be treated as business expenses if the Conditions laid down in 
paragraph 49 are sati.fied. Lump transfers of accumulated sub-
1!criptions, with or without interest tbereon, made after the Provi
.dent Funds Relief Act, 1929, came into force. are j!:overned. by 
section 58-K wbich .is specifically marIe applicahle to unreco~ni,-ed 
as w"n as to recognIzed fund.. . 
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21. Meaning of the wora " lecurides " ... u.e.z'.in ,ectio .. 4 (3) 
(iv).-The definitioll of the phrase "interest on securities.", in 
aection 8 of the Act s40uld not be applied to determine the in'ter
pretation to be given to these words in section 4(3) (iv), since th8' 
words as used in ,~ection 8 are in a specially restricted sense and do 
not cover, for exampl6, interest on 80 typical a form of security as a 

Jnortgage. Nor should the meaning of the word " securities" in 
sl!ction 4 (3) (iv) be restricted to the ordinary limited legal sense 
in which it must ~lways have l'e.ference to a-loan. Provident Funds 

. are entitled to invest in any trustee security, and it has not been 
the intention of Government to discriminate between the varioua 
classes of \n"estjD.ents which are thus legally authorised. The word 
" lI\lourities" in section 4 (3) (iv) should therefore be interpr~ted 
as cpvering aU securities mentioned in section 20 of the Indian 

, Trust Act. "' 
, 22. Eer'lui.ite, or be'llefit. not capable of converBion into mon"1/' 

-The pl'ovlSion in section 3 (2) (i:!,) of the Act of 1918 that" any 
perquisite or benen't which is neither money nor reasonably 
capable of being converted into money" was not liable to tax, hall 
been omitted in the Act, as the existence of that provision made it 
impossible to assess to income.tax, for example, rent-free residences 

'In ca.es where the assessee had not the power to sub-let, while rent
free -residences were liable to the tax where the assessee had the 
pow~r to sub-let. An explanation has been added to section ': (1) 
of the Act specifically providing for the taxation of perquisites in 
the form of rent-free residences. . 

'. Under section 7 (1) of the Act, all perquisites received by an 
employe iu lieu of or in addition to salary or wages are liable to 
the tax. House-rent allowances and the value of rent-free quarteN 
form additions to the remuneration of an employe; and even where 
'residence in a particular town or building is necessary for the pro-

• per perfol'tnallce of the employes duties, such allowances or per
quisites cover expenses of a personal character which the employ' 
would otherwise have to incur. Thev do not therefore If meet ex
renAe. wholly and neces.arHy incurred in the performance of the 
duties of all office or employment of profit .. and are therefore not 
co""r~d Ily the e:<eml'tion in ~etion 4 (3) (vi) of the Act and are 
flLuble IUlder .ection 7 or section 12. 

Two conditions hnve to be fulfilled before the exemption speci
fied in section 4 (3) ("i) can apply. The e"penses incurred by the 
emplQytl must be whollv and necessarily incurred in the perform
ance of hi. duties as all emplove; and the allowances or perquisites 
BtUst have been Irranted by the emplover with the set purpoea of 
_HIIIl th .. t>xtrn expense thlls caused> to the @mploy'. and that 
ntra ex lien .... Q11ly .. It is thus a qlM'.tiou of fact in each ca,!" 
.... ltet~er houst>-rellt allowance or the value of rent-free quarters, 18 

'"empt from ti,e ta". but the followinll examlllf's will serve to in
·dil'8te tb& lines on ,..hi~h thE> decision should he made:-

(4) A t'urrency ollicn i. granted rent-free ""arters in his 
.t'urrencyoffice. EVf'n thou~h his re.iden"" in that office 
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is necessary for· the proper performance of his duties 
he will be liable to the tax on the value of his lent-fre; 
q~arters, s.inee he w.ould in any case have had to provide 
hImself wIth a resIdene'e, and the perquisite does not 
therefore meet expenses wholly incurred in the perf01'lll.
ance of the duties of an office or employment of profit_ 

{b~ A fum }n C!alcutta makes a practice of providing ~t; eni.co 
ployes . WIth rent-free quarters, and houses some of jis 
employes in its business premises as resid~t' 
clerks. The employes of the firm, including file resi
dent clerks, will, as in the previouit· case, be liable to 
income-tax on the value of their rent-free .quhrlers. 

{c) A Government office has its headq~arters in 13oD:jbayl' but 
proceeds for some months in the year .elsewhelJe,' and 
grants its ministerial establishment houseorent" allow-.l 
ances or rent-free quarters in the place to· wh1:lh it 
proceeds with the specific object of providing fo1' the 
maintenance of a second and, from the point of view of 
the grantees, unnecessary residence in order that, they· 
may perform their duties there. The allowance 4r the 
value of rent-free quarters will be exempt hom inc.om&e 
tax. . .' " In all cases where rent-free houses form part of the perquisites 

of an employe, the cash value of such a house to the occupier ,.,qould, 
in no case, be deemed to be more than 10 per cent. of the salary 
of the employe. Where an employe is provided with rent-free 
furnished quarters, no attempt should be made to split the value or . 

. this perquisite into its component elements, i.e., rent-free 'quarters 
and rent-free furniture. The maximum of lOner cent. ol ... larv 

- should be applied to the perquisite as a whale. . 
Such perquisites as (for example), tiffin domestic.serviC88 or the 

:value of passages by rail or steamer provi~ed by employers free of' 
charge for their employees are not taxable because they are not 
convertible into money and there is no special provision in the Act 
in regard to them as there is in regard to rent-free quarters, but , 
passage money paid in India by an employer to his employe to 
enable him to go on leave is liable to tax. If, however"t .JI'ssage 
money is remitted by the employer to the United Kingdom or a 
Colony and paid there to an employe on leave in sueh country~ it· 
should be regarded as a leave allowance covered by the exemptIon 
(23) in paragraph 17. .. "\ 

The " Delhi moving allowance" and " Delhi Camp' allowanee " 
which is granted to the members of the officj! 8l!tablishments of the 
Army Headquarters and of certain Civil attached offices of the 
Government of India during the period of their stay at Delhi Bn~ 
the Simia House-Rent Allowance ".anted under Rule 19 Df the 
Simla Allowances Code and the value of rent-free quarteri' in lieu 
thereof fall under example (e) above and are exempt from the pay~ 
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illlent ,of income.tax. Special allowances granted Bolely to meet 
.the higher cost of living in a, station such as Compensatory local 
~llowances and the dutch exchange compensation allowance are 
iliabl. .. tq the palment of tax. ' 

:, :Rewards granted to officials for passing compulsory·examin • 
. ..:.tiona must be distinguished from grants made to assist candidates 
. te. meet the expenses of preparing for such examinations. Such 

't.uition {rants fall under section 4 (3) ('Vi) of the Indian Income.tax , 
Act (X of .1922~, and are not liable to tax even if they are o%IJy';:' 
paid to 8\1ccessful candidates. For example sums of Rs. 150 ~nd' 
Re. 200 paid to military officers who have passed the Urdu 'l.uali. 
fyillg and 'Preliminary Urdu examinations respectively are tUltion 
~nt&-not l'ewarde-and are therefore not liable to income-tax 

• (see abo plft'agrapl1. 26). ' . I'" addition'to classes, or portions of .. Salaries" drawn by 
.offiCl8rs and other ranks of the Army in India (British and Indiany 
mentioned in paragraphs 17 and 22, the following allowanceB are 
~ot liable to income·tu:-

; Messing allowance; 
,Syce allowance; 
Forage allowance; 
Intention allowance; 
M~al nloney; 
Quart.erly kit and clothing allowance; 
Quint allowance; 
Te!tage allowance.. whether separate or included in pay; 
Hcrse aUowance I,. 
Travelling and con':eyance allowances; and 
'lmy capital sum received in commutation of the whole or a 

portion of a pension or in nature of consolidated compensa
tion for death Or injuries or in payment of any 'Insurance 
Policy or as the accumulated balance at the credit cf a BUb

.4IIll'.iber to any luch Provident Fund. 

. The I!mol1lDlents drawn by the cfficers and other raw cf the 
,;lrmy which are Iliable to income-tax are:-

·'t: .Regimental Pay, Command or charge allowances, Stal! Pay, 
, . P. S. C. Pay and Separation allowance. 

2. Ordnance Pay.~ , 
,3. Corps or Engineer Pay, Batta or Seld allowance. 
4~ Lodginll allowance. 
6; 'Value of rent-free quarters (offioera). 
6. Service or proSciency pay • 

. 'T. E:.:6a duty pey. 
ocom.,.,.,a 
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8. Gratuities under Pay and Allowance Regulations, para-
graph 137 (I). 

9. Annuities under Pay and Allowance' Regulations, para--
graph 137 (II). 

10. BOUnty money. 
U. Pension dr~wn in conjunction with pay. 
12. 'Separation allowance. 

_.13. Furniture allowance. 
14. Pensions (except wound or disability) paid in India-' 

to British and Indian Officers and men, their widows,. 
children and dependants. 

16. Half-yearly gratuity paid to temporary nursing sisters. 
The Marriage allowance is not taxable if paid to the wife' 'Of a· 

soldier Unless the total income of the wife including the allowance 
exceeds the minimum taxable limit. Similarly, Maternity benent 
is liable only if the total income of the soldier's wife including the
benefit exceeds the minimum taxable limit. 

The .. handling charges" granted to Station Masters are not 
liable to income-taX since they are intended solely to cover certain 
e.~I'''1lges that the Station Masters have to incur as such. 

As regards the liability of language rewards and examination 
fees, see paragraph 25. 

28. CtuUal gai'M. ~Section 4 (8) (vi.).]-In order- to obtain 
exemption as "casual " profits must comply with two condi-
tions: . 

(1) they must not be the proceeds of a profession, vocation or 
employment, or arise from business, that is from " any
adventure or concern in the nature of trade, commerce or 
manufacture". [See section 2 (4)], and 

(2) _ they must not be annual. 

Both these conditions must be fulfilled. The exemption.lso is 
speoifically not to apply to any gratuity to 1m employe for services 
I'endel-...:! so as to aVOld the possibility of any ambiguity in connec
tion with the use of the word" gratuity •• m section 7 (1) .• The
follOwing are illustrations of the' efiect of the provisions of sect,ion 
4 (3) (""r-

(1) A purchases a house with a view to re-selling it at a profit. 
J:iis profits from the transaction are liable to income-tax 
{evell although it be an isolated transaction-). Bpur
chases a house for his own residence and later on .aells it 
a~ a profit. His profit is not liable to the tax . 

• C.t. Rutledge ~ ... "". Commisaioner of Inland Revenue Reports of tb .. 
U. K. Tax Cases. Vol. XIV, page 490. 
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'(2) A wins a prize in a lottery or a bet on the race course. His 
receipts therefrom are not taxable. B is a bookmaker. 
His profits from betting are taxable. 

(3) A is a professional beggar. His receipts from mendicancy 
are not exemptsd from the tax by this sub-section. 

<4) A makes a practice of speculating in the purchase and sale 
of shares. His profits therefrom are liable to the tax. 
B f,ul'chases Indian War Loan . .1929-1947 at 95 redeem
ab e at par. The- premium. received on redemption 
after a period of years is not liable to the tax. On thl!<:
other hand. the yield from Treasury Bills arising 

. from their issue at a discount and repayment at par after 
12 months or some shorter period is liable to the tax 
under section 12, though as this yield is not interest, 
the tax is not deducted at the source. under section 
18 (3). 

(6) A man writes a book. His receipts from its sale al·e· tax
able. 

(6) Lump sum legacies are exempt; annuities granted under a 
will are not exempt. 

24. Income-tlUl Authorities. (Sectio,. 5.)-(1) The CentraZ 
Board of Revenu.is appointed by the Governor General in Coun
oil. ~ts sj>ecifio powers are mentionea in the various sections, e.g., 
seotion 2 (6), 2 (11) (b), 6 (5), 18 (6) and 69. Rules for carrying 
out the purposes of the Act are made by the Central Board of Reve
nue which also issues instructions regarding the interpretation of 
·the provisions of the Act and the rules, and is entrusted with the 
,generaI administration of the Act. 

(2) "The head of the Income-tax Department of a province is the 
'Comm,"ion"" of lnoome-ttulwho is appointed by the Governor 
General in Counoil. The rest of the income-tax staJf in a province 
are subordinate to him and they are appointed and dismissed by 
him. His power of appointment and dismissal of Assistant Com-

. missioners and Income-tax Officers is under section 5 (4) .. subject' 
to the control of the Governor General in Council ", but the Gov
",rnor General in Council exercises this oontrol through the local 
-Government under the provisions of the following order:-

II The Governor General in Council desires to utilise the agency 
of the Governor in Council of each GoT8rDOr', province in the 
following matters only in relation to income-tax,-

• (.1 the appointment. by a Commissioner of Income-tax of any 
person to the substantiTe post of Assistant Commissioner 
of Income-tu or Income-tax Officer shall be subjeot to 
the previous approTal of the Governor in Counoil. 

For tha promotion of an Income-tax O$cer or appointment of 
an offioer of a Provincial CiTil Service to the poot of Assistant 
('ommissioner of Income-tu, the CommissioDt'r of JDrOml'-tax; 

G2 
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should consult the local Government and submit his nomination (ot 
the Officer approved by the local Government) to the Public Sel'Vlce' 
Commission through the Central Board of Revenue. 

(ii) lilly Assistant Commissioner of Income-tax or Income-tax 
Officer who has been dismissed or removed from office o~ 
whose increment of pay has been withheld by the Com
missioner of Inoome·tax shall have a right of appeal to. 
the Governor in Council. 

While as regards the appointment or dismissal of such officials
. the Commissioner is subject to the control of the local Government, .. 
he has full power to specify the functions to be performed by each 
official and the areas, persons and classes of income in respect o~. 
which these functions may be exercised. 

The specmc powers conferred upon him in regard to income-tax 
assessments are specified in sections 28 (1), 32, 33, 37, 54 (2) seoond. 
Proviso, 64 (3) and 66 of the Act. In particular he is vested with. 
power under section 33 to review any orders passed by any inoome
tax official, and he alone may, under section 66 of the Act, state- . 
cases .for the opinion of a High Court. 

(3) The functions of Assutamt Commislioner, of l'(lctmle-fAII are 
mainly appellate, but they also exercise supervision over the work 
of the Income-tax Officers. The particular powers conferred on. 
them by the Act are set out in sections 28 (1), 30 (2), 31, 37, 38, 39; 
42 (2) and 53. 

(4) Income-fAIl Officer, are the assessors. While section 64 of 
the Act specifies the particular Inoome-tax Officers by whom asseS8-· 

. ments shall be made, i.e., prescribes that asses.ments shall be made
in the case of a business by the Inoome-tax Officer of the a1'ea" 
where the principal place of business is situated, and in all other' 
cases by the Income-tax Officer of the area in which the assessee
resides, sub-section (4) of that section provides that every Inoome-· 
tax Officer shall have all the powers conferred by or under the Act 
on an Income-tax ,Offider in respect of any moome, profits or gaina, 
accruing or arising or received within the area for which he iao 
appointed. This particular provision was inserted mainly in order 
to permit of enquiries being made into the profits of a branch busi
ness by the Income-tax Officer of the place in which the branch ill' 
aituated and in order to enable every !noome-tax Officer to make 
enquiries regarding all income, profits and gains arising or accruing 
within the area to which he is posted, even though the assessment 
in respect of the pal1;icular income, pronts or gains may not be
made by him. Income-tax Commissioners should therefore secure 
by issuing instructions or otherwise that there is no overlapping in 
this matter and that the same person is not assessed to inoome-tax 
by more than one Income-tax Officer but should at the same time
secure that all Income-tax Officers shall give the utmost assistance
to the assessing Income-tax Officer in regard to any property, in
come, profits or gains within their respective areas which are liable
to assessment elsewhere. 
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While it is intended that the work of making assessments, of 
hearing appeals and of passing orders in review shall ultimately 
be carried out by separate officials known as the Income-tax Officer, 
the Assistant Commissioner and the Commissioner, as a complete 
whole time staff for income-tax work has not yet been. appointed 
in some of the provinces, section 6 (4) makes provision for the \ 
continuance, until such whole time staff is engaged, of the existing 
system under which individual officers exercise th~ powers, of aD. 

assessing authority in respect of particular. classes of income eel 
of an appellate authority in respect of others, while the reviewing 
authority is in certain cases also the appellate authority. 

While the iJI.Come-tax staff will as a rule be appointed in pronn
cial oadres, there are certain classes of cases for which it may be 
advisable that assessments should be made by an all-India staff. 
Such, for example, are the cases of military officers and of officers' 
of other departments servin/:! directly under' the Government of 
India who are liable to trarfer from one province to another; and 
there may be other cases ch as the assessment of railway com
panies which at any time may be considered advisable should be 
dealt with by a special officer for the whole of India. SUD-se'(>o 
lion (5) of this section has been inserted to make provision for the 
appointment of special officers in such cases. 

The officers specified in the Srd, 4th and 6th collumns of the 
8chedule below have been appointed to perform all the functions 
of an, Income-tax Officer, Assistant Commissioner of Income-tax 
and Commissioner of lnoome-tax, respectively, in respect of the 
persons specified in the corresponding entry in the 2nd colUlllll 
thereof. 

SCHEDULE. 

omcer appoinW to perform tho funotiODB of-

Serlo.! Ponoua. , 
No. 

In .. __ 
A_tan, Co1DlDilllioner If 

Officer. Commiloionor of IDoomo-tu. 
ID ....... _. 

1 I a , II 

- -
1 EmployM of tho BonpI Inco __ 0111· Aooiotant Com. Co~oI 

and North· Woolonl Ger. Gorakhpur. miIIioner of Inoom .. t,.z, 
Rail""Y. IDOOID.'." UDitod l'loftt. -- -I !'woo .. ""eluding pen. InoO __ om· A_tan, Orua· Do. 
aionen ad penou cor. MillI&r1 miaaioner 01 
employed in Army Circle, 11. ...... lacolDe-t.z. 
t.otori... poyable M ........ 
from Army .. tima, .. 

\ 

tbroUjlb tho QonVoIler 
of MillI&r1 Aooo .... to, 

" £00_ OomllWld, 

I 
VeN\It and Luoknow 
dia\rioto, lI. .... t. 



" 

&rIaJ 
No. 

Pe1'8ODS. 

1 2 

3 Employe. of the British 
India Corporation 
Ltd. stationed at 
Rangoon. 

4 Employe. of the Assam· 
• Bengal Railway. 
;,.,.,i; '. .;, ..cJ 
:i.utt~ 

~ 
4·A Indian employe. m 

Sind, Punjab and Delhi 
of M088rB. RaIIi 
Brothers. 

a EUl't,peaD. employes in 
... British India. and 

Indian employ6s jn 
Bengal, Bihar and 
Orissa, Assam and the 
United Provinces ,of 
Meesra. RaIIi Brothe ... 

6 European employe. of 
Me8BI'B. Balli Brothers 
in Berar. 

7 E\1l'Opean e:rloye. of 
the Imperi Tobacao 
Oompany, India 
Limi:\....r and the 
Indian Tobaooo 
Devel!;ment Com. 
pany imited, in the 
provinces of Bombay, 
lIIadrae, United Pro· 
vinces,Punjab, Bengal, 
Bihar and Orisoa and 
A88&m. 

8 Europoao employe. of 
the Tobacco Manufac
turers (India) Limited, 
and the Printenr 
(India) Limited, in the 
prorinoes of Bombay, 
l\Iadrae, United Pro
vin-. Punjab, 
Bengal, Bihar I'nd 
Orieea and Assam. 
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SCHEDULE-Oonta. 

Officer appointed to perform the functiODll 01-

Inoome.tax. 
Officer. 

3 

Inoome·tax Offi. 
cer, Cawnpore. 

Income-tax Offi· 
eel,Obitta.gong. 

Inoome-tax Offi· 
cer, B. Divi· 
sion, Karachi. 

Inaoma-tax Offi. 
cer, Calcutta, 
District IlIA. 

Do. ~ . 

Do. . 

Income-ta:l: Offi
cer, Calcutta. 
Distriat lllA. 

Assistant 
Commissioner of 

Income-tax. 

4 

Assistant Com. 
!D.l8810ner of 
Income·ta.x, 
C&wnpore. 

Assistant Com· 
mtS810ner of 
Income·tax, 
Dacca. 

A88istJa.nt Com
IIl188loner of 
Inoome-tax, 
Sind. 

Assistant Com· 
DlISSloner of 
InOGD,e.tax, 
Headquart e r 8 
(at ~cutta). 

Do. 

Do. . 

Assistant Com. 
miR£:ioner of 
I no 0 m e·t a x 
H""dquar1e r I 
(-=t Calcutta.), 

CommiBBioner of 
Income·tax. 

Oommissioner of 
Income.tax. 
United Provin· 
ce .. 

Commissioner of 
Income-tas, 
Bengal. 

CoDlDliuioner of 
Inoome-tax; 
Bombay. 

Commissioner of 
Income-tall, 
Bengo! 

Do. 

Do. 

Clmmiuioner of 
Inc 0 m e.tas, 
Bengal. 



Serial 
No. 

1 

Peraolll. 

2 
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Ollicer appointed to perform the functions of-

In ...... ·tas. 
OllieOl'. 

8 

Assistant 
Commissioner of 

Jnocme-tax . 
• 

Commissioner'ol' 
Jnocme-tax. 

-,)------ ----' ---- ----
8 Employa. of tbe Bongal 

Nagpur Ruhray. 

10 Employ tis of the Eoot 
Inc!!&'> Railway. 

11 Government 8t!rvante 
aerving outoid. Ben~ 
who are under the 
audit of the Pay and 
AcoountIJ Offioen, 
1dilIoelIaneoua Central 
Dopartmenta and tho 
SQl'Vey of India, Col
outta. 

12 1dllitaryemploya.under 
tho audit of tbo Con
.... Uer of Military 
Aocoun... Proaidenoy 
and Aooam Distriot, 
Coloutta. 

13 Offioera of tho Women'. 
Jdedicol Servi .. and of 
tho JunI ... Branch of 
theu.me. 

l' lIiUtary omploytls .e.. 
wnocl in Bind who 
are under the audi' of 
tho OOn .... U.. of 
Military A_un", 
R. A. 11'., Ambala. 

II Employtls of tho Jdadrao 
and Southern Hab
ratta Rail ... ,. ezoept 
tboee under the audit! 
of the Audit Officer, 
Railway QoIH riel, 
CoIootto. 18 AU 00 __ , .... 
........ bo __ 
tho audit of _ A .. 
001lD.1iIrA'-O • D. e l' a., 
Madroa, and _ \ 
Dopu'1 Aocountan'" 

00D0r0I. - -~ Madroa,\ b",do __ ia _or __ 
_ laIandO. 

Jnocme-taz Olli
cer, Railwaya 
and JdisoolJ .. 
neolllJ Salariea 
Circle, Caloutt&. 

Do. 

boo 

Do. 

Income-tax Offi
oer, Simla. 

Inoomo-tu 0111-
eer, Amb&la. 

Inocme-tu Olli_, ~ 0ir0I .. 
Madnoo. 

Asaistant Com, 
DllIBJOD~ of 
Inoome-tas, 
Calcutta. 

Do. 
• 

Do. 

Do. 

Assistant Com
IIU88IOnor of 
Inoome-tas. 
Ambala. 

Aooistant Com__ of 

IDoom.~t.s, _tom Divi-
DoD, Punjab. 

Aooistant Com
_ODOr of 
Inoome-t.ax, 
Centnl Raap, 
l(adno. 

J 

Commission..: <f 
Ino ome-ta :I' 
Bengal. 

Do. 

Do. '. 

Commisaionerlcf 
Inoome-ta :1'. 
Punjab. 

Do. . 

OominiMioner ., 
Jnoome-t az. 
Jdadroa, 

Oommiejaner 01 
Inoo .... &a ~ 
l(adno. , 
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SCHEDuLE--Oontd. 

Olllcer appointed to perform the funotio ... of-

Serial 
Persons. No. Assistant Inoome-tax. Commi88ioner of Commissioner 01 

Officer. Income-tax. Income-taL 

1 a 3 4 5 

- -
17 Mlitary employ&. under Income·tax Olll. Assistant Com. CollllDiBBioner of 

the audit of the Con- cer, Poona Dis- JJlIMlOner of Inoome-tas, 
troller of Military Ao· triot. Inoome-tax, Bombay. 
counts, Poona and Central Din· 
Southern Command, SOD, Poona. 
Poona. 

18 Government servants Income-tax Olll· Assistant Com- CoDuni.sioner of 
under the audit of the oar, Salary missioner of Inoome-taz, 
Aocountant-Gener aI, Circle, Delhi. Income-tax, Delhi. 
Central Revenues (ex- Delhi. 
cept those of the 
Indian Audit and Ao· 
counte Service at-
tached to Railway and· 
Posta.! Audit offices 
and Currenoy offices, 
Rangoon and MadrBA, 
the Military Account-
ant-General, the Do-
puty Accountant-Ge-
neral, Posts and Tele-
graphe, Delhi, the De· 
puty Accountant-Ge-
neral, Posts and Tele-
graphs. Madras, resid-
ing in the Andamans. 
&nd the Audit Officer, 
Indian Stores Depart-
ment. 

19 Non-Enemy Nationals Do. . Do. Do. 
paid through the Con-
troller, Local Clearing 
Office (Enemy Debte). 

20 Employ60 of the North Income-tax Olll· Aeaistant Com. Commissioner of 
Weetern Railway cor, Railway DlI8810ner of Income--tas, 
except those under the 8&lary Circle, Income.tas, Puujab. 
audit of the Audit Lahole. Labo .... 
Officer, Railway Col. 
lieries, Calcutt&. • 

21 Employ60 of the Bom. Inoome-tax Offi· Assistant Com- CoDlllrlMioner of 
bay, Baroda and Cen- aer, Salary 1IUBOI0ner of Inoome--taz, 
tral India Railway Branoh, Bom- Inoome.tax, Bombay. 
Company and the bay City. Bombay City. 
G ..... t Indian Panin. 
aula Rail .... y Company 
except thOle under the 
audit of the Audit 
Oftioer, Railway Col· 
lieri.., Caleulta. 



-
Sorial PersoDS. No. 

1 2 

-
22 Government lervante 

under the audit of the 
Deputy AOOOUIlta.nt-
General, Posta and 
i'ologreph., N"8Pur. 

28 EmploY9 of the East· 
om Bengal Railway. 

24 R .. ldonte outold. Brit. 
lah India applying for 
refund of moome-tax 
under section " of 
tho Indian Inoome· 
tal: Aot, 1922. 

24..t. Roligioua and charitable 
institutions outside 
Britiah India not liable 
to inoome·t." under 
.ootlon , (3) (i) and 
(ii) of the Aid Aotal'" 
plying for nlund of 
tax deduoted at 101JI'Oe 
Cn intereat on 180m. 
ti .. or for ""emption 
oertifloatea in ... poet 
thereof. , 

28 Bhanholden reaiding 
outoido British India 
of a Company when 
the inoome of the DOll .. 
_den' .horeholden 
aria. in more than 
one British Indian 
ProTtnoe. 

20 All penono uOeued 
under .ootlOll ".(). 

H Empio"" of tho Ameri. 
can United Preaby. 
teriaD. Miu.ion. h!eid .. 
InS in tile l'llited P>o
Yilloeo, tho Punjab 
_ the North·"''' 
FronUer ProTin .... 
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Sc~uLE--Contd. 

Offioer appointed to perform the funotions of-

Inoomo·taI: Assistant CommisaioDer of Commissioner of Officer. Income-tu:. Income-tax" 

8 4 II 
. 

Income.taI: om· Assistant Com. Commiuioner of 
cor. Sal&ry IDlB8lOnor of Inoome-tallO, 
CiroIe, N"8Pur. Southern Contral Pro. 

Chorge, Nag. "moes and 
pur. Borer. 

Inoomo·taI: 0111· Assistant, Com· Commiuiouer of 
cor, Reilway ID1S81Oner of Inoome-taz., 
and Miooolla· Inoome·tax, BODjl,L 
n001lll Salaries Caloutta. 
Circle, Calcutta. 

Inoome.to" om. .. " .... CoDlll1isaioller·r uf 
oer, Non-Reli. Inoome-tax, 
dente Refund Bombay. -
Circle, Bombay. 

Do. · ... "" Do • 

. 
Do. · Assistant Com. Do. 

IIUIIOlOller of 
Income-t.z. 
Bombay CitJ. 

Do. · Do. . Do. 

Inoom.taI: om· Aloia""" Com- O<.!'"mi-ioner of 
081', GujraD. mjeajoner 01. I U 00. e-t as. 
....... IDoo ... ' .. x, Ptmjab. : 

UIbore. 
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SCHEDULE-contd. 

. 
Serial Persons . 

. ~o. . 
, 

1 2 

-
28 Employe. of all Rail\\ay 

Collieries who are 
under the audit of the 
Audit Officer. Railway 
Collieries, Caloutta. 

29 All employe. in the 
Posta and Telegraph. 
Department under 
the audit of tbe two 
D.pu~y Aoountanta. 
General. Posta and 
l.'elegraphs (Poet&! 
and Telegraph 
Branches), Caloutta. 

30 Employe. 01 the India 
General NaviagtioD 
and Railway Com· 
pany, Ltd., and River 
Steam Navigation 
Company. Ltd, work. 
ing in Bengal, Bihar 
and Orissa and Assam, 
except those who 
carry on business in 
addition. 

31 Government servants 
under the audit of the 
Aooountant-Gene r a 1, 
Bihar and Orissa. 

32 Government pensioners 

33 Employe. of the Tin 
Plate Company 01 
India, Ltd., Golmuri 
(oear Jamshodpur). 

'34 EmploYN of the Tata 
,.: Iron and Steel Com-

·pa.ny at Ja.mshedpur .. 

35/ EmploYN of tit. Eoro. ;:m Mental Hospital, 
nchi. 

-

Officer appointed to perform the funotions 01-

Income-tax 
Officer. 

3 

Income·tax Ofii· 
cer, Railwaya 
and MiIlO8lJa. 
noons Salaries 
Cirole, Caloutta. 

Do, 

Inoozne..tax Offi· 
cer, Distriot V
A, Caloutta.. 

Income·tax Offi· 
cer, Salaries 
Circle, Ranom. 

Do, 

• .1 Do, 

Do. 

Do. . 

Assistant Commissioner of Commissioner of 
Income-tax. Income-tax. 

4 6 

Assiatan~ Com. Commissioner ,,' 
tlUB810ner 0/ Income-taz, 
Income-ta.x, Beng&!. 
Caloutta. . 

Do, Do. 

Do. Do. 

Assistant Com· Commissioner of 
ID18Bloner of Income-to.x, 
Inoome-tax, Bihar and 
Ranom. Orioaa. 

Do. Do. 

Do. Do. 

Do. Do. 

Do. . Do. 
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SCHEDllI&-concld. . 

omc .. appointed to perform tho funotiona of-

Seri.l 
I No. Penona. AsRistaut 

Inoome~tu: Oommisaioner of Co~BBioneroi 
OBi .. r. Jnoome-ta.z". InOD ..... tu:. 

1 2 8 4 I> 

-
36 Employ. ~I the Indlan Inoome-1aI: OBi· Aoautant Com. CoDlllrluioner 'of 

MeDtal HoopibaJ, oer, Balan .. missioner of Illoome-tas, 
Ranohl. Circle. R""oJU, Income-tax, Bihar and 

. Ranohi. Oriua. 

37 Employ. 01 tho Lao Do. . Do. . Do. " 

_reh lzuoUtllte, 
Namkum ( ...... Ran· 
obi). 

38 Employ. 01 the Raj. Inoome·tu: OBi. Aaeistant Com. Commisaioner 01 
plltana Minerala Com. oer. Salaries, _nor 01 Inoome-taz, 
pan.y. Ltd. Bombay. llloome-ta:z:. lIombay. 

Bombay City. 

89 Europaan Staif 01 Inoome·tu: 0111. 
Aui __ 

Com. Do. 
ldeura. Volkart Broa., oer. B·DivilioD, IDI8aIOnor 01 
working In tho PunJab Karaohi. Inoome .. taJ:, 
and Sind. Sind, 

• . ' 

25. Salariel. (Section 7.)-The income taxable undel-! this 
head includes not only fixed salaries or wages and annuities or.' pell
sions, but also any fees, commissions, perquisites or profita received 
in lieu of. or in addition to, salaries or wages ~hich are paid ,'to an 
employ6 by or on behalf of any employer. Under the Act of'1918 
the income chargeable under this head applied only to, ~. salaries .. 
in the above sense when paid by or on behalf of Government, a 
local authority or company. any other publio body or association 
or by or on behalf of any privata employer who had entared into an 
afreement with the Income-tax Officer to reoover the tax on behalf 
o Government. but under the present Act it applies to a'll sl\lariee 
paid by or on behalf of every private employer. the obligatipn to 
deduct income-tax from salaries being under section 18 (2) .of the 
A~t an obligation on eve"" employer. 

~" \" ' ~ 
A payment made on retirement. eto., to 'an employee :helln'a 

private Provident }t'und. that· haa been formed into a trenuine Trut. 
cannot be regarded ai a payment of salary Within the meaning bf 
Sf'{ltion 7 (1) of the Indian Income-tall:' Act; XI-1922. becauaa (for 
one thinjr) the uw.t'is not the employee's employer. Such a 'pay
ment is therefore ucJt UabIlI 'to 'tal<ation by' deducJtion of i;u:' at 
source. 

Ac!cUniulated balances when paid to emplO~ of rtU:O§ftUed 
providentfunda are however 8Xemp',~ tax if t1l.ey aatiHfy the 
provisions of aeelion ~ (wid. paregraph20-A). 
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For the interpretatioe. of " salary" for the purposes of recog
nised provident funds, see paragraph20-F. 

Fees (?ther(:than retaining fees) paid to Government pleaders 
and. PublIc Prosecutors are not • salaries' within the meaning of 
Becbon 7, of the Act, lJ.ut .. professional earnings" within the mean-
I.IIg of section 11 of the Act. ' 

The proviso to sub-section (1) applies only to compulsory de
ductions made under the authority of Government and not to 
ej)mpulsory deductions made by other employers (see paragraphs 20 
and 20A). l'he amount exempted under this proviso has, however, 
to be taken into aecount under section 16 (1) in computing the 
total income of an assessee for the purposes of determining whether 
hI' is liable to tax and the rate at which he is to be assessed. An 
a",essee, for example, who has a salary of Rs. 180 per mensem or 
Rs. 2,160 per annum and from whose salary a comulsory deduc
tion is made by the author.ity of Government of Rs. 300 per 
.anum of the nature referred to in this proviso is liable to pay 
income-tax on :R,s. 1,860 at the rate applicable to an income of 
Rs.2,160,. 

Under section 68 of the Act this proviso does not apply to super
tax, that is, no allowan1ls' t>f this kind is made for super-tax pur
poses. 
~ 'xegards " perquisites" see paragraph 22. 
Rewards forpessing language examinations are not taxable un

less by the conditions of his emp10yment the assessee is cOlLlpelled 
to pass the examination. Where they are taxable, they are tax
able as salaries and tax should be deducted at source. (See also 
paragraph 22,), In regard to examiners' fees, if the conduct of the 
.examination is part of the assessee's duties, the position is precisely 
the same as in regard to rewards for passing an examination. Even 
if it cannot be said that the 'assessee is under any obligation to do 
the work for which the fees are paid, the fees will be 1iable to tax 
if the work done can be regarded as incidental to the exercise of 
the assessee's profession, occupation or vocation, as when a school
master conducts an examination' or a vakil sets or values papers 
in a law examination and should then be taxed as " Professional 
earnings" . When there is no such close connection between the 

, work done and the assessee's profession, for example, if a member 
.f the Indian Civil Service set a paper in history, it would still 
Be for the assessee to prove that the income was non-recurring, and 
in the ab..ence of'such proof the income would be taxable 88 income 
from" other sources". In such a ca"e it would hardly be possible 
to tax sucll fees on the first occasion on whieh the assessee receivea 
them. but if fie again received them in the fQllowin/!, year the fir.t 
year's fee~ could be taxed under section M. 

Honoraria nr fees paid to Government servanh by local boaies 
er pnvate persons, companies, etc., for professional work, the whole 
ef wllieli are in· tlle first instance credited to Government, alter 
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",hicb. the whole or part is drawn under proper sanction by the 
Government servant concerned on a bill, should be taxed ~ sailary 
lly deduotion at source. They are obviously fees, commissions, or 
,perquisites received in addition to salary and paii by or on behalf 
.(If Government [section 7 (1).] 

For classes or portions of " saiaries .. which are entirely BDmpt 
'from tax, see paragraph 17. , 

Income under this head is included in the income of the year 
in which it is received irrespective of the period in respect of which 
tt was earned, with the exception that where an officer of Govern
ment or any other employee takes an advance of pay, the tax is not 
·chargeable on the advance, but the tax is charged on the full aalary 
.of the month in which the advance is Ncoveted by q.eductions with
·out any regard to the deduction. In cases where the paymeuf of 
:an alsessee's salary in advance or in arrears makes his income assess
able at a rate higher than that at which it would otherwise have 
<been aBaes.sed, he may be granted relief under section 60 (2). 

'A. portion of a salary withheld under the orders of a Court is 
liable to tax. 

" 28. Salam, paid in India but out.id~ British India. [S.-tiOll 
'7 (2).]-8ee paragraph 1. This sub-section makes chargeable, 
under this head, salaries paid from Indian revenuea to Govern
ment employes in any part .of India and snlariea paid by a locol 
authority established in exercise of the powers of the Governor 
'General in Counoil. All servants of Government or of auet local 
authorities are, therefore, liable to pay tax on their salarieS' if they 
.are emflloved in any part of India and irrespective of their 
nationality. 

The words "or any servant of His Majesty" in this sub-,eec
tion were inserted in the Act of 1918, so as to hring -all servants 
1If the Crown, whether British subjects or not within the purview 
-of this lub-nction, on the ground that it seemed unnecessary to 
'!five to parsons who were not British subjef'ta special\y favourable 
treatment which was not accorded to British subjects. 

The pay of officers whose services have been lent to, and who .. 
.. alaries are paid bv, Indian States are not charp:eable to income-
1a:z under this section unless they are drawu or received in British 
India; but the leave allowances and pensions .of such offieara aJt' 
tlha1'lll'ahle to incom .... tax unless covered bv any of the exemptions 
in paralrraph 17. The Government of India TeeOvel contribu
tiona at fixed rates from the Indian States to meet the cost qf leave 
.Uo_nl'eS and pensions of officers in Ioreill1l aetVica and make 
'themselves 1'@sponaible 101' payinsr the leave allowances and pensions 
"f their emploves _nea in foreign aervice. The portio .. of salaries 
"f Government officsrs serving in Indian States. which is paid iD. 
'the first instance by the Government of India but is 8ubsequently 
ftWf6i1!d. from the State eontl8med, is not liable to income-tax. . 
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27. S;'larics, etc., paid outside India.-Under exemptioll8' 
Nos. 21-25 quoted in paragraph 17, leave allowances or salaries 
paid, in the United Kingdom to, or drawn from any Colonial 
treasury by, officers of Government on leave or duty in the United 
Kingdolll ai' in a Colony and the pensions of officers of Government 

. residing out of India, which are paid in the United Kingdom or 
are drawli· from any 'Colonial treasury, are exempt from tax. 
Similarly under exemptions 23 and 27 leave salaries or leave allow
ances paid in the United Kingdom or in a Colony to officers of locail 
lI.uthorities or to employes of companies or of private employers on· 
leave in the United Kingdom or in a Colony and pensions paid in 
the p nited Kingdom or in a Colony to officers of local authorities, 
or taemployes of companies or of private employers, provided such, 
officers or employes are residing out of India, are exempt from 
taa::. Vacation salaries paid in the United Kingdom or in a Colony· 
to Judges of High Courts or of Chief Courts, to Judicial Commis
sioners or to other officers of Government when on vacation therein 
are also exempt from tax-vide exemption No. 24 in paragraph 17. 

Pay and allowances drawn by officers from the Indian revenuell'
which are earned 'by them by service outside India are not liable to 
the tax unless they are drawn or received in India. 

28. Interest on securities. (Section 8.)-As regards sterling 
securities, see paragraph 16. 

The interest chargeable under this section is the interest only 
on securities of the Government of India or of a local Government 
"lr on debentures or other securities for money issued by or on behalf 
of a local authority or company. It does not include the interest 
on debentures issued by firms, associations, clubs,. or individuals. 
the interest OIl which is chargeable under section 10 or 12. 

~With refetence to the first proviso the Government of India 
War Bonds, 1920, 1921, 1922, 1923, 1924, and 1928, 6 per cent. 
loan 1945-55, Five-year 6 per cent. Bonds, 1926, Five-year 6 per 
cent. Bonds, 1927, Ten-year 6 per cent. Bonds, 1930. Ten-year 6· 
per cent. Bonds, 1931, Ten-year 6 per cent. Bonds, 1932 and Ten
year 5 per cent. Bonds, 1933, have been issued income-tax free. 

The second proviso to this section prescribes that where a local 
Government issues a security as income-tIlx free, the income-tax 
on the interest thereon shall be payable by that local Government. 

'So far as investors are concerned, therefore, securities issued ill'mme
tax free, whether by the Government of India or by ~ocal Govern
ments, stand on exactly the same footing, that is, income-tax ill 
not payable on the interest received therefrom by the 88sessee,' but 
the interest received therefrom is taken into account under section 
16 (1) of the Act in determining the total income of the 888essee· 
lor the purpose of deciding whether he is liable to income-tax and 
also for determining the rate at which he shall pay income-tax en 
his other income. It should be inc!.uded in the total income of the
year in which it is paid. The same remarks apply to Government 
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'iSBCll. rities purchased through the Post Office and held in'~ 'custody 
.~f the Accountant-General, Posts and Telegraphs (8e~ paragraph 
IT-A.). Super-tax is, however, payable by the recipient in respect 
.~f such intel'est, since, under section 58 of the Act, the provisos 
t.ll this section do not apply to super-tax. • 

For intsrest on other securities, which' are entirely exempt from 
tax, see paragraphs iT (T), (8), and (28). ~. 

For interest on securities held by Provident Funds, etc., see 
.,paragraph 21. ,. 

'fhe interest on securities held by a Co-operative Society is [iable 
to income-tax (see paragraph 17-A). . 

Where a bank or other concern engaged in business similar to 
that of a Dank receives deposits or loans in the course of its llusineBl< 
-8114 invests the money so .borrowed as occasion arises, it shouli be 
.allowed in computing its liability to income-tax to set off the entire 
interest on such borrowings against its entire income liable to tax. 
No attempt should be made, for example, to allocate a proportion. 
~f the borrowed money to investments in tax-free eecurities and to 
.e' olf the interest on such proportion against the tax-free securities 
instead of against the taxable income. 

Dut (8S an exception to the foregoing) in the rare cases in which 
,there is definite proof (not a mere inference) that a certain sum 
was specially borrowed by a Dank or similar concern for the pur
'pose of investment in tax.free securities and has been 80 lllvested, 
the interest on the money so borrowed should be set off against 
the interest on the tax-free securities and not against the income 
liable to income-tax. 

Aasessees other than Banks or similar conc~ may set olf 
interest on money borrowed specifi'cally for investment in tau.ble 
aeourities or shares, and 80 invested, against their income Iinble to 
tax taken as a whole, and not merely against th .. mterest on such 
aecurities or the dividends on such sbares. In aU BUch cases there 
must be clear proof and not a mere inference that the monsy was 
specifically borrowed for such inves!ment ~n~ acwall;r invested. '. 
-They cannot be allowed to set olf agarnst thell' mcome liable to tax 
interest on money borrowed for hivestment in tax-free _itie&' 
and so invested. . 

Int"Ome-tax (but not lUper-taX) in J'eSpet't of income t'bargeable 
under tbis head is deducted at the eource [Section 18 (3)]. . 

<!9. ProPWf'ty. (SHhMl 9. )-The tax is payable under tbis head 
iti" resp8<'t 01 property consisting of any building 01 lands RppUl'
tenant to a bui1din~ bv the owner of such property. Landa aot 
attacb~d to a buildin/l are not t'ba~b1e under this eeetion •• The 
ineome d~ri~d from V1I<'8nt lands let out in urban areas for the 
-purpose. 4.g., of storin~ materiala is chargMble to the tal[ nuder 
-sectiou 1 ~. 
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Buildings or lands occupied by the owner thereof for the pur
poses of his own business are not liable to the tax und'll' this head_ 
'fhis particular provision was inserted in order to avoid the un
necessary complications in previous Acts under which the annu~ 
value of such property was liable to the tax under this head and a 
corresponding deduction was allowed to the owner under the head. 
" business" (Section 10). ' 

It is to be noted that it is only the owner who is liable to pay 
tax under this head. Where a person derives an income from hous8' 
property which he holds on mease, such income is chargeable under 
section 12--" other sources ". 

30. Property-Definition of annual value. [Section 9 (2).J
The tax is, under the head" property", chargeable in respect not 
of any ahtual rental or cash received, but of the " bona fide annual. 
value". The bona fide annual value of a building is the fulJ' 
market value at which the building could be let from year to year 
irrespective of any charges by way of municipal retes or taxes there
on. It therefore differs from the actua1 annual rent payable on a 
long term lease or the actual rent payable on a yearly lease under 
a privileged rental or with tenant's liability to pay owner's rateS' 
or taxes. The only limilBtion on taking the full market value is 
that in cases where the property is in tlie occupation of the owner 
for the purposes of his own residence the " annual value" is re
stricted to 8 maximum of 10 per cent. of the " total il¥'Ome " of the 
owner. The phrase "total income" in this definition has the 
'meaning given to it in section 2 (15) of the Act, viz., income, I'ro
fits and gains of such owner from all sources to which the Act applies 
and, therefore, does not include income derived from any of th .. 
sources specified in section 4 (3) of the Act, (such as, for example, 
.. agricultural income "), which are exempt from the tax. 

31. DeductiQns allowed in respect of prope'l'ty.-It is to be parti
cularly noted that, as stated in paragraph 53, no deductions ar& 
permissible on account of any municipl\l or local rates or taxes ill 
respect of property., Nor can any allowance be made for brokerage 
for raising loans on mortgages and legal charges relating thereto
since such charges are in the nature of capital charges. Tbe only 
deductions from tbe " annual. value" permissible are those speci
fied in section 9 (1). 

Where an assessee is the owner of se,,"eral items of property 
within the meaning of section 9 (1), the allowance admissible under 
that section should be worked out with reference to the annual 
valuation of the property taken as a whole and not item by item. 

Ordinarily, no expenditure is allowed as a deduction in Calculat
ing income for the purposes of the Act except such expenditure as 
has been incurred solely for the purpose of earning that income. 
Under clause (iv) of sub-section (1) of section 9, there is no BUcll 
restriction, so thai a property owner is entitled to set off, against. 
the annual value of property, the interest payable on a mortgag .. 
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or other charge upon the property irrespective of the purpose for. 
which the enoombrance was created. 

The proviso to sub-section (I) of se~tion 9 has no application to
interest on money borrowed for business purposes even though such.' 
money may have been borrowed on the security of the assessee's-
pl·operty. -

82. Proof of 6.11penditure where deti;uctions are claimed in respect 
of .. pr01?erty ". [Section 9 (l}.]-The allowance on account of 
repairs, l viz., one-sixth of the annual vslue in the osse specified 
in clause til, and in the case specified in sub-clause (iz), the amount 
permitted by that clause] is a. fix.ed allowance which should be· 
~ranted without proof of the actual expenditure in any year anel 
ll'respective of the amount of such expenditure. It should a~so bE!' 
&:llowed in full even when an allowance is given for .. vacahcy ,,
under section 9 (1) (vii). The allowances on account of the annual 
premium paid to msure the property against risk of damage or de-
struction or on account of annual charge or ground-rent or lana 
revenue or of collection charges must be supported by proof of the· 
actual expenditure. Interest that has fallen due on a mortgage
should, however, be allowed as a deduction even though it may not 
b"ve been actually paid. . 

33, Property. Insurance deti;uction" [Section 9 (I) (':io}.}
The only insurance deduction permissible is the amount of thE!' 
annual premium paid to insure the property against risk of damage· 
or destruction. In BOme cases owners insure against loss of rent. 
Where an owner asks for an allowance on account of the annual 
pl'emium for such insurance it shou1d be allowed if such owner
agrees to pay tax on any amount recovered from the insurance· 
oompany. Where no such allowance i8 claimed or allowed tax i8 
not to be charged on the amount recovered from the insur-
ance company. 

SS-A. Property. .. Charge." [Section 9 (1) (iv}.]-Deduc-· 
tion should be allowed on account of any .. charge .. aecured on thE!' 
property and not merely of the interest on such a charge. 

84, Property. Collection charge,. [S~ctio" 9 (l) {vi).]'-:As 
rejrards collection charges rule 7 nee 6 per cent. of the annuaY 
value as the maximum amount permissible. Where a houee haa 
.... mnined vacant for a period, this maximum. of couree, would' 
never be rpached and in many caS88 there will be no collection
chaClf8S. The ma.nmHm amount permissible should be reduced in 
all cast>tl where a houee bas remained vacant for a period to 6 per 
c .. nt. of tbe annual value as diminished by the amount anowed in
TE'Sllect of vacaucies. !'Toof must al .... va be gWen of th .. 
oolledion chafJreB .~avin/l! be..n incurred. Rule 7 simply providea 
that, where there IS prool of roUedion charges, such chB1'l!"8 may 
"" allowed subject to the provision tha\ in no _ shall the amount 
allowed on account of collection charges exceed 6 per cent. of the
annual value. 
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Legalllxpenses incurred in recovering rents from te~ants should 
.be treated as a permissible deduction included in collection charges 

-.subject to the following conditions:-

'. (a) Only net legal 'expenses, that is, expenses after deducting 
any costs recovered from the opposite party will be 
deducted. 

(b) The actual expenses incurred in excess of the costs deducted· 
will be allowed in the year in which the decree ia passed; 
a further allowance for costs proved to be irrecoverable 
will be given later, if ';lecessary. 

(c) The total allowance for collection charges including legal 
expenses allowed must, of course, not exceed the statu
tory 6 per cent. 

34-A. Property. Deduction for un realised rent,-U nrealised 
.rent' on any property is exempt from income-tax and is also ex
clude~ in computing the total income of an assessee, provided 

-that:-

(a) the tenancy is bond Iide; 
(b) the defaulting tenant has vacated, or steps have been taken 

to compel him to vacate, the property; 
(c) the defaulting tenant ia not in occupation of other pro

perty of the assessee; and 
(d) the assessee has taken all reasonable steps to institute legal 

proceedings for the recovery of the unpaid rent. 

35. Property. Allowance in respect of vacancies. [Section 9 
(1) (vii). ]-N 0 fixed rule can be laid down regarding the allowance 

·to be granted in respect of vacancies under clause (vii). Property 
is taxed on the " annual value" which, as noted above, is the com
mercial rent of a house-the rent which it would fetch if let by the 
year. Where the property is let at an annual rental correspond
ing to' the annual value it would be fair to allow a proportionate 
deduction corresponding to the period of the vacancy, that is, if it 
were vacant for half the year, half the annual value might be 
allowed.. Property may be let on short lease for a period leBs than 
one year and fetch a rent for that period far in excess of what has 
been fixed as the" annual value", and in such cases no allowance 

.obviously can be given. Where a claim is made on ace.ount of 
vacancies, the owner should be asked to state what the actual rental 
was that he had reeeived for the period of the year during which 
the property was 'let and the amount allowed on account of vac~n
cies should, under no circumstances. exceed the amonnt by which 
the rent received falls short of the annual value. There ean. of 
course. be no allowance in connection with any property which i9 
reserved hy the owner for hi8 private occupation. A claim on 
account of vacancies can only be entertained in connection with 
p"orerty that· 18 usually let. 
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3S. Property. Limitation of total allowances. ~ection 9 
(1). ]-The proviso to section 9 (1), that the aggregate of the 
allowances made under that sub-section shall in no case exceed the 
annual value, *as inserted owing to the new provision in section 24 
providing for the set-ofl' of losses under one head against income, 
profits or gains under any other head. Instances have occurred of 
buildings situated in extensive grounds or on valuable sites being 
mortgaged for sums the interest on which is far in excess of the 
" annual value". The result of this proviso is that the annual 
value of th. property lielonging to an QBsessee can in no caSe be 
reduced to a min'" sum owing to the allowances, and that there can 
be no loss under this head to be set against income, profits or gains 
under any other head. 

37. Method of accounting for assessing income, profits and gain' 
f"wler sections 10, 11 and 12. (See .ection 13.)-Owing to a High. 
Court ruling, referred to in paragraph 13, regarding the dennition. 
of the word .. income" the provisions in the present Act have. 
been so worded as to make it clear that as regards income, profits. 
or gains from bueiness, professional earnings or the other sources, 
mentioned in section 12, no' uniform method of accounting is pre
scribed for all tax-payers, and that every tax-payer may, so far a5. 
is possible, adopt such form and system of accounting as is best 
suited for his purposes. The only restrictions are that the method 
adopted must be one .hat clearly reBects the income of the asseesee· 
in respect of the fixed period of .. the previous year' and that it 
is the one regulady employed by him for the purposes of his busi
ness. If the tax-payer does nOl regularly employ a method of, 
accounting which clearly reBects his income for the .. previoUB.. 
year." the computation will be made in such manner as in the 
opinion of tbe Income-tax Officer does clearly reBect it. 

There are two main systems of keeping accounts. . There is 
firstly the cash basis system, where a record ia kept of actual receipts 
and actual payments, entries being made only when money is 
actually collected or disbursed. There is secondly, the mercantile. 
accountancy system under which a lroflt and loss account is main-

. tained and a comparison is made 0 the value of the stock in hand 
at the beginning and at the end of each year. Under this latter 
svstem entries are made in the accounts on the date not of receipt 
of money or expenditure of money, but on the dats of transaotions 
irrespective of the date of payment. Wl1en JrOOds are sold, for 
example, an entry is made at once on the receipt side of the 
aecount, although no cash may be received at the time in payment 
of such JrOOds; and an entry ia similarly made on the debit aide 
when a liability i8 incun.od although payment on acCount of such 
liabilitv may not be Dlade at the time. It will be the method of 
aeoouuiin!r adopted for or by the taz-payer, therefore, that will· 
determine the period within wbich any item of JITOII8 revenue or any 
deduotion tberefrom is to be accounted fur, and which will deter-_ . 
tiline whether particnlar allo ..... ces are or are BOt permissible. 
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· It is'IDr ,this reason that the Act does not contain a complete 
;statement of the deductions or. allowances that are permissible or 
.'!l0t pe~ssible i!, working out business profits or professional earn
.. mgs, Slnce certem allowances or deductions. can . only occur where 
· the mercantile accountancy system is adopted. There can, lor 
.ex"mple, be no allowance for" bad debts" where the cash basis i3 
.the method of accountency employed. Under the mercantile 
.accountancy system, as noted above, an entry is made on the receipt 
.side "hen a sale is concluded, although the money on account of 
such a sale has not been paid and in making up the ~counts at the 
.end of the year such entries are treated ... s receipts, and the tax is 
Je,ied all these" book profits." It may happen that some of theBe 
... book Pl(,ijts " cannot be recovered; they are written olf as ., bad 
-debts" when found to be irrecoverable; and since such .. bool[ pro
'fits" have been included in the income assessed to income-tax, the 
... bad debts" must be written oft against the "·book profits .. jn 
-the year in which they are written oft' in the accounts as irro'}over-
-able. Where the cash syst~m is adopted, there can be no .. bad 
..:Iebts ". 

A bad debt or irrecoverable loan cannot be allowed as a deduc-
ttion unless:-

(a) the assessee has written it oft his accounts. 
(b) it has actually becollle bad or irrecoverable, and 
(c) it actually became so in the " previom year". 

The word .. irrecoverable" in the term .. irrecoverable loan" 
-shouid be given a wider seuse than its technical legal meaning. 

The fact that a loan or other debt has become legally" irrecover
",ble " is not conclusive evidence that it is actually irrecoverable or 
.. , bad". llut a loan or other debt that has become legally irre-
· coverable should ordinarily be treated as actually irrecoverable or 
... bad", unless the assessee proves it to be otherwise. 

The contention often put forward by assessees, or their 
representatives that if a debt or loan is written oft it can no longer 

De recovered by suit, should not be admitted because a creditor 
who has written oft a debt or loan in his accounts as bad or irrecover

.able is not in any way debarred from suing for its recovery nnless 
-the act of writing oft is communicated to the debtor or it is agreed 
'between the creditor and debtor that a certain amount shall be 
-paid and accepted in full satisfaction. 

'Again, it will be the method of accounting that wiD determine 
'the particular year in which allowanc.es common to both systems 
-of keeping accounts may be made. In sub-section (2) of section 
'10 of the Act provision is made for allowances on account of ~ent 
paid, interest paid on canital borrowed, the amount of premIUm 
'paid in respect of certain cla8Ses of insurance, amount paid on 
-account of current repairs. P.te., and S"ub-oection (3) nf 8ection 10 
· state. that the .... ord "paid" means "actually paid" or "in-
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curred .. according to the method of accounting upon 'he basis' of. 
whioh profits or gains are computed, i.e., where the cash basi" is 
.adopted, it will be the date of actual 'payment that will determme 
the year in which· ... uch allowances may be made, whereas if the 
meroantile accountancy system is adopted, the allowances can be 
.claimed in the year in which the liability to pay accrued. 

3S. Method oj accounting .. regularly 8'1W[Jloyed". (Section 
13).-The method of accounting regularly employed by an assessee 
for the purposes of his business should, so far as possible, be the 

.method adopted for working out his profits for income-tax purposes; 
but the Iilcome-tax Officer has to decide whether that method of 
.accounting is the one regularly employed for the purposes of the 
.a_seee'. business and whether it is such as to reHect clearly the 
. taxable profits for the co previous year ". In most cases this should 
.oause no difficulty. Doubtful cases should be referred to higher 
authorities. As an example of the principles to be followed in 
.settling doubtful cases two instances of such cases are given. It 
.is the practice amongst certain merchants to prepare their accounts 
cn l"e basis of the mercantile accountancy system in respect of 
¢ran&actiona between themselves and members of their own com
munity, but on the basis of cash payments in the case cf transac
·tiona between themselves and their customers. Providl'd that the 
_me aystem i8 continuously employed, there appears to be no 
reasen whY' this particular practice should not be considered to be 

..a co method cf accounting regularly employed ". Again theTa are 
oC&IIBI where the various branches of a business are only closed 
-once in three or five yeaTS a·nd where the accounts of the branches 
-v.re not annually incorporated in the head-quart~rs business's 
·accounts. In ouch a. oase it might be possible to a.ssess either on the 
average a.nnual profits of the branches as disclosed by the a.ccounts 
last filed or on the aetua.l profits brought to a.ccount owing to parti
·cular branohes closing in pa.rticular years. 

The ('ases in which an a.ssessee desires to cha.nge his accounting 
·aystam should be rare and where such a request is made, the Income
tax Officer in considering it should, as in the similar case of a 

-demlUld for a chang. in the .. pTaviou8 year" (paragraph 6). if h. 
ia prepared to allow the change. take steps to secure that no profits 

·.aacape taxation on account of the change. While section 13 leaves 
it to the discretion of th. Income-tax Officer to decide whether a 
particular. system of accounting. should be accepted or whether 
a cha.nge 1n the system of accounting should be allowed, the discre

. tion of the Income-tax Officer in this ma.tter can be questioned in 
the course of an appeal ageinst an assessment under section 30. i .•.• 
it may be mad. one of the grounds of appeal in contseting the 

'"s8!l'm ent of ~. profita. 

89. B.uaneN (S~cf;on 10)._': Any business" in su~tion 
(l) of th. IIOOtion means co any buslDess or businesses ". 

fD. B"-'&& liedt«:tioN. General.-Whil .... &tatecl in para
"(fraph 37. it is not possible. owing to the va.riety of acrountiJur 
..systems. to p!8SCl'ibe ullauatire lists of deductions that are or are 
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not permissible in the case of alhbusinesses, section 10 (2) contains
a list of allowances that are permissible in the case of all buinesses. 
The followiBf is a list of the deductions that are not permissible
in the case 0 any business whatever the svstem of accounting may 
be that is adopted: - " , 

Reserves for" bad debts" or for " provident" or other funds· 
or any other purpose such as the equalisation of profits or dividends; . 

Expenditure of the nature of charity or presents; 
Expenditure of the nature of capital; 
Cost of additions to, or alterations, extensions or improvements· 

of, any of the assets of a business; 
Sums paid on account of income-tax or super-tax in India or 

els~where.' or any tax levied by any authority other than land' 
revenud, local rates or municipal taxes in respect of the portion of 
the premises only which is used for the purposes of the business; 

Drawings or salaries of the proprietors or pnrtners; (cf. Madras· 
High Court, Case No. 8 of 1921, Board of Revenue, Madras, .,.,.sus B. S. Mining Co., Gudur I, Srinivasan's Tax Cases, page' 
176); 

Interest on the proprietors' or partner.' capital including
interest on reserve or other funds; (cf- Allahabad High Court, 
Case No. 223 of 1923, in the matter of Lalla Mal Hardeo Das 
Cotton Spinning Mill Co. of Hathras I, Srinivasan's Tax Cases, 
page 266); 

Private or personal expenses of the assessee: 
Rental value of property owned and occupied by the owner of a· 

business for the purposes of the business; 
Losses sustained ill former years; 
Any loss '. recoverable under an insurance or a contract of 

indemnity; 
Depreciation of any of the assets of the business other than the

depreciation allowed under section 10 (2) ('!Ii)'; 
. A.ny 'sums paid on account of any cess, rate or tax levied on the 

profits or gains of any business or assessed at a proportion of or 
otherwise on the basis of any such profits or gains; 

Any expenditure of imy kind which is not incurred solely for 
the purpose of earning the profits. . 

41. Bmi"eu deductions_ Z,.,.eco.,erable Loans. [Secji,o,. l()' 
(2).1-Where an assessmpnt is made of profits or income from a 
bankinp; or money-lending business, loans which cannot be recovered 
should be deducted from the assessed profi. ts of such bnsiness at 
the time when such loans can be definitely proved to be irre<'.over
able. For example, if a banker bas lent ont 5 lakbs of rupees and 
received Rs. 60,000 as interest but bas during the same year lost 
an irrecoverable loan of Rs. 25,000, he should be assessed on' 
Rs. 25,000. Similarly, if the aame banker receiving Rs. 60.000 
as interest on his loans sders a loss "f an irrecoverable loaD' 
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.amounting to one la.kh during the same year, the inoome to be 

.assessed to income-tax from thtt money-lending business in that 
'year will be nil. These examples will apply whether the assessee 
had previously been assessed to income-tax or not. . 

'fhis instructionrwill also apply to the assessment of other 
traders, where loans have been "Dlade in connection with the busi
ness and in 'which the loans aI'S of the nature of the business and 
the 1088 is a true trading loss. . 

The irrecoverable loans in the' sense referred to in this paragraph 
.are sometimes confused with the" bad debts" described in para
.graph 37, but they are of a totally different nature. Money'lent 
.out on interest is the stock-in-trade of a money-lender or banker 
and .. the loss of 8uch stock-in-trade can clearly be regarded as a 
trading loss like the loss of the stock-in-trade of any other trader 
where the loss is not covered by insurance. In settling claims of 
this nature the question has always to be considered whether money
lending is, or is not, a part of the business of the trader in question. 
The investment of savings or occasional loans made to acquain
.tances cannot be oonsidered to be loans made in the course" of 
trading. 

42. Allowance 0 .. account of rent of bun .. ell f11'emue.. [Sec
taon 10 (2) (i).]-The allowance referred to in this clause is only 
in respeot ot tliat portion of the premises in which the business is 
-canied on and the snme limitation applies to all allowances relating 
to premises or buildings in clauses (ii), (ill), (11), (vi) and (viii). 
Where premises are owned by the owner of the business, of course 
no allowanoe on account of rent, is permissible since the owner 
·is not liable to pnv tax on the annual value of such premises 
under section 9. Where the trader resides in a part of the busi
ness premiies, the full rental cannot be set against the profits 
and the Income-tax Officer must, in each case, determine the 
portion of the rent that may so be set off. 

43. Allow_cu Oft account of Np4i,., of bun ... " f11'mlue,.
Where the assessee is himself the owner of his business premises, he 
is allowed as a deduotion the amount spent on repairs each year on 
the portion of th .. premises used for the purposes of the business 
under section 10 (2) (1f); where he is tbe tenant of the premises. he 
is, under """tion 10 (2) (ii), allowed the amount expend .. d hy him 
·on repairs if his le!,se requires him ~ execute repairs. Where the 
prennses are ol'eupled partly 118 a resulence and portlv for tlHi pur
poses of a busilU'ss, tile same proportion of the disbuJ'Sf'ments .on 
repairs .llould be permitted to be deducted lIS is taken in calculating 
the rent permissible under section 10 (2) (.). 

Tbe pbrase .. current ",pairs" in section 10. sub-se<'tion (2) (1») 
.bollld be interpreted to meen sucb repairs required to keep 
buildinlr. marhinerv. plant and furniture. in ... rvioeeble rondition. 
-as Qre rendered Decessary by ordinary 'Wear and tt>ar (as olmosed to 
Q('()identaI or "'ilful :dlUllajr8 or other unusual <'II" .... ) and are of 
tll .. ir'Dature reeul'1'ellt (supposing that the owner displa ..... reason
.ble ('.are and prudence in keeping the ,-t. -a:hatever it 'may be. 
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in good order) at comparatively short intervals--say, at least, once 
in two or three years. It als(l includes minor replacements (in 
respect of which lt would be absurd to expect an entry to be made 
in a block account or similar record or in any records maintained 
for the purposes of calculating depreciation) and also mere adjust
ments of existing parts and in the case of machinery or plant, any 
replacement or renewal which is not so extensive as to destroy, its 
identity. 

Expenidture on anything that, if it had been done when the 
asset was new, would have increased its capital value should be 
regarded as capital expenditure. 

44. BU8ine88-Allo'W{]Jnce in re8pect oj borrowed capital. 
rSection 10 (2) (iii).]-The allowance under this clause can only 
lie given where payment of the interest is not in any way dependent 
on the earning of the profits. It cannot be allowed. therefore in 
respect of any borrowmgs the interest on :which is not payable 
unless profits are earned or the interest on which varies according
to the amount of the profits earned. In all cases it will be a ques
tion of fact whether the payment of interest is or is not actually 
dependent on the earninl\' of profits. No allowance can be made in 
respect of the share capltal of companies or of the capital put into. 
a firm by the partners; but a company is entitled to an allowance 
of the interest paid on its debentures and a firm to an allowance 
of interest of money borrowed under a mortgage. On the other 
hand. a firm alleging that it has no independent capital and that 
it is working only on capital lent by the partners at a definite rate, 
of interest :which must be deducted from the earnings of the firm 
before its profits can be declared. is not entitled to allowance under
this section unless definite proof is given that a particluar partner 
has made a legal loan to the firm, i.e., a loan under an instrument 
on which he can sue and under which interest at a fixed rate is, 
to be paid to him annually irrespective of the oarninl!' of any 
profits. (Cj. Allahabad High Court. Case No. 223 of 1923. in the 
matter of Lalla Mal Hardeo Das Cotton Spinning Mill Co. of' 
Hathras I, Srinivasan's Tax Cases, page 266.) Similarly the share· 
of profits given to Mohammedan depositors in lieu of interest on 
borrowed capital cannot be allowed as a business expense. 

Salaries or commission paid to a partner can, under no circum
stances, be treated as a business expense. 

No rule has been made under the" explanation" to this clause 
defining what Mutual Benefit Societies are to have the benefit of 
the" explanation". It has been found that the" explanation", 
if applied, is likely to give more trouble to the societies than th ... 
fresent procedure. Executive instructions have however been' 
lssued that in the case of such societies (which appear to be peculiar 
to the Madras Presidency) where the taxable income is Re. 6.000' 
or under and where the " sbareholders " or " subscribers" resid ... 
within the limits of the circle of one Incom .... iax Officer. the com
pany or society should not be aSsessed direct to incom .... tax. but 
the principal officer should furnish the Income-tax Officer with It 
list of the amounts paid out to subscribers showing the original 
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Alubscriptions or capital invested and the interest 'thereon and the 
Inoome-tax Officer should ascertain what particular recipients of 
these payments are liable to tax and should add the amount of 
interest that they have received to the income on which they would 
-otherwise have heen assessed. that is. he should assess the recipients 
direct. 

45. Bu.in ... -Allowance. in re.pect 0/ i"""rance p't'em;a. 
[Seotion 10 !,2) (w). ]-The allowances under this clause are re-
1Itricted to insurance policies taken out against the risk of damage 
(lr destruction of buildings. ,machinery. plant. furniture. stocks or 
Altores. used for the purposes of the particular business of which 
the profits or gains are being calculated and no allowance can be 
made on account of p't'emia in regard to other insurances. Further. 
any sums not actua.ily expended on p't'emia but merely set aside 
by a oompanv or firm as an insurance fund are simply a particular 
description of reserve and no allowance or deduction can be given 
in respect of such reserves. 

The Act does not contemplate the deduction of premia on 
1lcoount of insurance against a loss of profit. If. however. the 
(lwneT of a business elects to claim any such allowance. he should 
signify his intention to the Income-tax Officer-and if he makes a 
declaration in writing, undertakin~ generally to pay the tax on 
1lUY' amounts recovered from an Insurance Company under anv 
luch policy 'or policies. the allowance will be granted in respect 
(If the premia for any such policies that he may have taken out 
not more than a month before the date of such declaration or that 
he may take out subsequent thereto. Where no allowance is asked 
01' allowed in respect of such poliey, any sums received from the 
Insurance Company on account of the policy will not be liable 
to tax. 

46. AUoll'allce, i" respect 0/ d"preciaiUm. rSectio" 10 (2) 
(v.). l-The allowanees permissihle under this clause are preseribed 
in rule 8 and the information tbat must be furnished in order to 
obtain an allowance is set out in Tule 9. It is only the particular 
classes of buildings, machinery, plant or furniture mentioned in 
rul .. 8 in respect of whieh th.. depreciation allowance ean be 
claimed, and the buildinRS. machinery, plant or furniture for which 
d .. preoiation allowanee is claimed must be used for the purposes 
of the partieular husineas of whieh the profits 01' JrSins are being 
~mputed. No allowance ran 1M' claimed on accouut of deprecia
tion. for .. xamnle, of any portion of a buildin~ which is used as a 
residence by the _eaaee. Further, the buildings. eto .• must be 
the nropertv of the asseSSee. No allowance ean be claimed if thev 
are leased from others. -

Buildinl!'8 belonlling to the owner of a busineos and used bv him 
in order to house his employes aJ'f' buildings used for the purpose of 
lousineM if th owner cha~ DO rent. If, however. rent is 

, ~ha~. fM'tion 9 would apply. 
Wh .. n a Pf'J'!lOn succeeds to a lIu.ineas, the d"preciation alloW'

_ore .au" io !lim in respet"t of huildings. machinery, etc., take .. 
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over by him from his predecessor should be worked out on the
basis of original cost to the successor (not on the cost to the prede
cessor). The same will apJ;>ly where the person is not a successor 
but merely a purchaser. (Saraspur Mills Co., Ltd., Ahmedabad' 
Vel'BUB Commissioner of Income-tax, Bombay-Oivil Reference' 
No, 3 of 1931, High Court of Bombay,) . 

Depreciation should be allowed on the cost of setting up 
machinery and plant, that is, the expression "original cost" in. . 
section 10 "(2) (vi) should be held to include the cost of freight, 
pay of Engineer and stall' who erect the machinery, put it in 
working order, and carry out experiments to test it. The rates of: 
depreciation allowance fixed in rule 8 are fixed rates for the whole 
of India, Depreciation at those rates must be allowed each year 
when there are sufficient profits, and only the excess of the depre
ciation allowance over profits can be carried forward from year to· 
year until absorbpd, and this practice must be fonowed whether· 
the depreciation allowance is adjusted in the accounts of ihe assessee 
or not and irrespective of the amount shown in the accounts. It 
is for this reason that in the form of returns of income prescribed 
in rules 18 and 19 any amounts entered in the accounts of an 
assessee for the .depreciation of any of the assets of the business 
must be written back as the amount anowed for income-tax pur
poses is the amount prescribed in the rules and not the amount 
entered in the books of the assessee. 

Where an assessee owns more businesses than one, any part of' 
the depreciation allowance in respect of one business, that cannot 
be set oft' against the profits of the same business, owing to the' 
profits in question being insufficient, shan be set off, if possible, 
against the profits for the same year of any other business or 
businesses owned by the assessee. Any amount of depreciation 
that cannot be set 011' against the assessee's business profits for tbe 
same year, wbether he owns one business or more, shall be set off 
under section 24 against his income, profits or gains under any 
other head in that year. Any part of the depreciation allowance 
due to an assessee that cannot be set off against his income, profits 
or gains under all heads for the year in question, shall be carried 
fOI'ward to the next year under proviso (b) to sub-section (2) {'in} 
of Section 10 of the Act. The assessee should not be allowed the 
option of either setting 011' unabsorbed depreciation allo""an.,,, 
8/lainst the profits of any other business or against other heads of 
income, pl'Ofits or gains on the one hand or carrying it forward on 
the other .. 

This clause provides for the depreciation of furniture, but it may 
not suit the convenience of particular traders to ask that a depre
ciation account should be kept up for petty items of furniture and 
a de~reciatiilD allowance on account of furniture should. therefore, 
be granted only in cases in which it ioi asked for. in which event 
the cost of replacement should not be allowed; where auch depre
ciation allowance is not asked for, the cost of replacement shoulclf 
be allowed in the year in which the furniture is replaced. . 
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Whatever deprecia'fion allowances are ~ranted, it will be neces
'8ary to maintain an account Ihowing the ol'lginal cost to the assessee 
of the plant, the amount of the annual allowanoe, the amount "f 
the allowances already granted and the halance still to be allowed. 

The percentage allowance :fixed in the rule for the permanent 
'way of electrio tramways only co."ers cases where the nU);l1ber of car 
'IIliles per mile or track does not exceed 125,000 car miles. per 
'annum. Where the number of car miles per mile of track per 
'annum· exceeds 125,000 special terms will have to be made in each 
·case. Similarly special consideration should be given to each case 
'where there are special circumstances such as exceptional gradients, 
the compulsory use of wood paving, etc., tending to show that the 
·car mileage does not fairly represent the wear and tear of the 
·track. The cost of renewing concrete foundations should be allowed 
,as a trading expense as and when incurred, provided that, if the 
,renewed foundations are an improvement on the old ones, so much 
.of the cost of the renewed foundations as represents such improve
'lnent should not be admitted as a trading expense. Amounts re
.•. eived for the old material., whenever renewals are effected, shouM 
'be credited against the cost of the renewals, and if the old materials 
are not disposed of at the time or are used for other purposes, their 
~stimated value should be deducted, suhject to adjustment if neces
sary, as and when the old materials are disposed of. The percent
ages fixed for the depl'eciation of the permanent way are based 
upon the estimated life of a track from a consideration of the 
number of car miles per mile of track, and consequently these per
·centages may vary in connection with the same undertaking. It 
must be oiearly understood that the revision of the life of a track 
Jleed not necess3rily be deferred till the whole track is renewed, 
;hecause it may become olear before that date that revision is necea
-aary either in the direction of increasing or decreasing the average 
Hfe. AI regards the rate for general plant, machinery and tools, 
all other plant and machinery inoiuding workshop tools hut exclud
inlf loose implements, offioe furniture and small artioies which r&
ql1ll'8 frequent renewals (expenditure on which is. allowed as a 
business expense against revenue), should be lumped together and 
the rate of 5 p.er cent. depreciation should be allowed thereon in 
.addition to the cost of repairs. No depreciation should be allowed 
·on overhead equipment, •. 6., trolley wiree and connections: . all ex
penditure on maintenance and renewals should be char~ed as 
·working expenses, as and when incurred. 

The item .. Below ground-All to be charged to revenue .. in 
.exception (1) under item 6 (Mineral oil companies)-B. (Field 
operations), in Rule 8 means that on the plant in question (pipes, 
etc.) below ground. depreciation is to be allowed at 100 per cent., 
!«\ that if the profits are insufficient in any year to allow of the full 
100 per cent .. being written off against them, the balance can be 
carried forward, under proviso (b) to section 10 (2) (m) of the Act 
,to subsequent years. 
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No depreciation allowances are granted to railways on account 
of depreClation of their rolling stock as reDewal eharges are alloweel 
as a business deduction. . , 

An assessee deriving income from a railway or :tramway (other 
than an electric tramway) business may at his option require tbat in 
computing the profits or (rains of such business the following allow
ance shall be made in heu of the allowances specified in claw.es. 
(v), (vi) and (vii) of sub-section (2) of section 10 DHhe Act, namely ~ 

The actual expenditure incurred by the assessee during the
previous year on repairs, replacements, and renewals of 
plant, machinery, buildings and furniture which are the 
property of the assessee. 

If he, however, has exercised the option referred to above in 
any year, he shall not be entitled to withdraw that option 
in any subsequent year without the consent of the C"mm~ 
sioner of Income-tax. 

No depreciation allowance can be allowed on professional equiP'" 
ment, 6.g., surgical and dental instruments, because as the law 
stands, depreciation on machinery and plant, etc., can only be 

, allowed in computing income from bminell, and not under section 
11 in computing income from a profession. The cost of replacing 
(as distinguished from original and additional purchases) sucD 
instruments should be allowed as an expenditure under SectiOIlo 

11 (2). 
As stated in paragraph 40, no allowance can be made on account 

of the depreciatIOn of the assets of a bu.iness other than the parti
cular items mentioned in this sub-clause and in rule 8. NO' 
depreciation allowance, for example, is permissible to provide for 
the amortisation of capital sums paid on account of the purchae& 
of the lease of a mine or for the depreciation of wasting assets lUCb. 
as coal. Depreciation allowances should, however, be allowed for 
sinking shafts, tramways and sidings in coal mines, whicll. &1'8" , 

included in the term .. plant". 
Where a business of such a nature that the profits derived :from 

it were not previously liable to tax owing to a special exemption
conferred either by statute or by notification, or rule having the
force of law (examples are Shipping Companies and Indigo Com
panies), is taxed for the first time, the assessee is not entitled to 
claim in the first year of taxation, under proviso (b) to section 10 
(2) (vi), accumulated depreciation allowances for all the years 
during which the profits of the business were not liable to tax. 
But in such caBeS depreciation must be allowed year by year for 
the full period of 20 years (or whate.,.er it may be). 

Shares and securities held as part of the capital of a ll1lBiness 
should be similarly dealt with. So loug as shares or securities 
continue to be held by a company, firm or individual as part of his 
or its capital, any depreciation or appreciation in their market 
value is outside the scope of the Income-tax Act; and similarly. 
when the value of sbares and securities so held (for example, th. 
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securities constituting the reserve 'fund of a bank or other 
company) is realised, the transaction is a capital transaction, and 
no aocount should be taken for income-tax purposes of any profit. 
or loss resulting from the sale. On the other hand, where an in
dividual company or firm habitually uses part of his or its resourceS' 
in the purchase of securities or shares with. a view to {)btaining
profit on their sale and the subsequent re-investment of the proceeds,. 
the individual, company or firm is, in altering his or its invest
ments, carrying on a trade for the sake of obtaining profit there
from, and the profits secured or losses incurred are trade profits or 

:.losses which must be taken into account in determining the assess
ment to income-tax. It will, therefore, always be a question of" 
fact to be decided on the merits of each case whether the changeS' 
in investment are of sufficiently systematic a character to consti
tute the exercise of a trade, but if they are, tbe profits therefrom 
al'e liable to assessment, and an allowance must be made for 
any losses in calculating the amount of tax payable. 

47. BtUine,.-Ob,ole,cence allowances. [Section 10 (2)' 
(,·ii). ]-It must be particularly noted that the allowances under 
this clause oan only be given where the machinery or plant 
become. ob.olete. Where machinery or plant is sold for r~sonS' 
other than that it has become obsolete, no allowance can be gtven. 
Where a machine is sold no allowance can b. given if tIle fact!!' 
present evidence that the machine is not obsolete. 

The amount allowed for obsolesoence is, again, calculated UP0D-' 
the original cost to eluJ owner. The amount to be given is the 
amount of such original cost to the owner as reduced by the depre
oiation allowanoes under olause ("'/ and the amount for which 
the machine is aotually sold or its scrap value. For example, a. 
machine oosting Rs. 10,000 on which a depreoiation allowance 
of 10 per cent. of the original ooat is admissible is sold after 6-
years for Re. 2,000. The original owner gets Rs. 5,000 for 
. depreciation and nothing for obsolescence as the machine is not 
'scrapped or' sold on aMount of obsolescenoe. The seoond OWDer 
gets also an allowance at the rate of 10 pel' cent., and as the C08~ 
of the machine to him was Re. 2,000, his annual allowance i. 
Rs. 200. If owinjf to its becoming out of date the machine is 
scrapped useless after three years then in the year in which it is' 
80 8C1'IIpped the second owner can clainl Re. 1.400. for obsolescence. 
No allowance for ob!lOlescence is obviously permi88iblt' if the
nlachine lasts 10 Years or more IllitA any one owner. This will apply 
also where the U seoond owner" is not merely a pUl'Chaser but a
u 8ucc~88or" to the busineBS of his predeee>!SOr to which the. 
machine originally belongt>d. 

47·A.. B.i.ri ..... .t-AZlowtJM8 on or_' tJ/ tkad Of' fluk" 
ani_lot. [S"d''''' 10 (2) (mi-o).]-Tbe allowance in 1't'SJ't"Ct or 
live .tork that has diM or become "erman .. ntly u~I ..... to the
us_ should be jl'ranted wht'ther the live atoek i. ~plnN'd or 1I0t. 

48. A 1~ Oft IICcov"t tJf ...m~ Of' MM8. r S"-,,, .... 10 (2) 
(mil).l-The allowance under this clause eG'genI only the lanet 
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revenue and local rates or mUnicipal taxes paid' in respect of the 
portion of the premises used- for, the purposes of the business. In 
assessing income from business a'local rate or tax. which is payable 
irrespective of whether profits are made 'or not should be treated 
as expenditure incurred .olely for the purpose of earning profits 
or gams within tbe meaning of section 10 (2) (i .. ) if the rate or tax. 
is not an admissible deduction under section)O (2) {viii). No 
allowance can be given on account of any other rates or taxe'8 what-

< soever. All rates and taxes therefore, whether levied on the pro
fits of a busineps or which are charged on the proprietor of a 
business in respect of nnything other than the actual portion of • 
tbe premises used for the purposes of the business, must be dis
allowed. (See also paragraph 53 and Patna High Court Case 
No. 102 of 1920, in the matter of Raja Joyti Prasad Singh neo 
of Kashipur I, Srinivasan's Tax Cases, page 103.) , 

48-A. Business-Allowance on account of bonus paid to 
MTIIployBs. [Section 10 (2) (viii-a).]-The allowance under this 
clause covers any sum paId as bonus or commission to an employe 
for service rendered if such sum would not have been payable to 
him as profits or dividends if it had not been paid as bonus or 
.commission, provided that the amount is reasonable with reference 
to his pay and conditions of service, the profits of the business for 
,the year in question and the general practice in similar businesses. 

, 49. Miscellaneous businell deductwns. rSection 10 (2) (ia:).] 
:,.. While the Act makes no provision for contributions by employ
ers to private provident funds constituted for the benefit of their 
employes beinl\" deducted in arriving at business income liable to 
tax, contributions to such provident funds by employers should be 
allowed as a business expense in all cases where the funds are 
constituted as irrecoverable trusts and where no part of the employ
ers' contributions can be recovered bv them. Where. :. however, 
such funds remain in the hands or under the control of the emplllY-
rs, no contributions by them can be allowed as a business expense; 
ut in such cases actual payments made to emploveeg leaving thoi 
ervice of the employer should be allowed as a business expense 
n the year in which such payments are made, 80 far as such pay
ents are made from the contribntions of the employers whether 

in that year or in preceding years. As regards emplove"' contri-
butions to H recognised " provident funds, see paragraphs 20-A and 

-2O-H. 
The same remarks apply to superannuation funds or reserves' 

for the purposes of providing pensions to ex-employees. AotuaI 
sums paid as pensions to ex-employees or to the widow or children of 
an ex-employee should. however, be allowed as a bnsiness expense 
where the pensionary payment is a fixed or recurring one, but no 
claims on account of " pensions" should be entertained ,,-here the 
.. , pensions" are paid to persons who have or who at any time had 
a share or interest in the business. 

Premia paid bv an emplo:ver to cover the risk of liability to 
-ilompensate any of his employes for injuries under the Workmen's, 
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Compensation or Accident Insura:.ice '.Act (VIII of 1923) should be
treated as business expenses and allowed. under section 10 (2) (i",) 
I1S a deduction in' assessing incom,e frOill busjness. 

'fhe following 'Principle should be observed in dealin .. with 
I'claims that bon4 fide expenditure for the welfare of tre em

ployes of a business should be allowed as a business expense. No
coutributions towards expenditure inc,prred by outside bodies which J 
may benefit the employes of a company or firm incidentally with 
members of the general publio, should be allowed, such as coritri-·· 
butions for the support of clubs, recreation grounds, religious 
institutions, dispensaries, hospitals, schools and the like.~ If, on 
the ot.her hand, an assessee maintains a school or a dispensary 
solely for the benefit of his employes reasonable expenditure on the 
'Ul,k66p of such an instit'ltion should be allowed as a working 
expense. Similnrl~·, expenditure incUl'red in the maintenance of 
a conservancy staff employed to keep the Burroundings of the 
dwellings of the employes of a concern in a sanitary condition 
should be allowed. In 110 case, howeyel', should any capital ex
penditure be allowed, suoh as, for example, the amounts expended 
on the oonsb'uotion of latrines, drains, watar-works or hospitals. 

Sums embelzled by all employee lire an admissible ~harge· 
agB inst the business of 'bis employer. . 

~ Assessees sometimes receive from their constituents paymen~' 
intended to coyer Railway expenses, cooly cbar~es, etc., which they 
haye to incur in the course of their business. When payments are 
made out of tile sums and 8re debited specifically to constituents- ' 
thf'V may be allowed BS deductions from the assessable income, 
without Insistiol!' on slri"t pl'Oof of payment by the production of 
vouchers, proyid .. d that it. is reasonably certain that the pllyments -
haye beell rullde. 

'. 'Indian 'tr'~.eol·S and business men charge their customers or 
. 'cli'l\t~ .. small fe .. on earh transaction-fol' example 80 mnny pies 
Oion ench 'bag of some commodity sold-the proceeds of which are 

supposed to be deyoted to \'Brious religious, charitable or educa
tiollal purpOSE's. Such cllstomary subscriptions by clients and 
N\storuers for religious or charitable (including educational) pur
pos~s. and the corresponding expenditure by the aasessee, should 
be left out of acoount alto~ther in computing the taxable income, 
proyided that the Income-tax Officer is reasonably satisfied that 

. the SUIllS in question are really applied by the assessee ultimately 
f\tnd not ne"""sarily in th .. "ear of collection) to the object for 
"'hiob: they ",pre ostensibly c'l)lected. No attempt should be mad., 
to separate tllf'>.'e subseriptions from the trade exp .. nses of the 
custOIIl .. rs or clients to ",hom thev an. ch8!'RBd and to disalloW' 
tl'f'm as not beinll tradE' .. xpen_. . • 

SUIllS J'\'Cei~Nl for political purp0S4!8 should be- included in 
inrome lind the rorresponding expenditme on. these purposes should 
,llot be allo ... Nl as a deduction from the taxable income. 

Strictly spNlking. thl' cost of audits and .nmUar operations 
conducted sl't><'ially for inoome-tax purposes, ... hether in connection.' 
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with assessments, with appeals, or with reVISIon petItions, eannot 
he allowed as a deductipn from taxable profits (Ruling of tbe 
Madras High Court in Secretary, Board of Revenue (Income-tax), 
Madras, versus, D. Munisami Chetty & Sons, I, .Srinivasan's Tax 
.Cases, page 227). 

The reason for this. is, of course, that whereas an audit or 
similar operation conducted .in the ordinary course of business is 
properly treated as a .. business expense", it is clear that on.,. 
1)0nducted purely in connection with Income-tax proceedings can
flot be said to be incurred solely for the purpose of earning the 
profits or gains subject to income-tax [see section 10 (2) (iA:)J. 
Since, however, there may be difficulty in individual cases In 

-determining whether an audit or similar operation has been COll
ducted wholly or partly for business purposes and, in the latter 
-case, what portion of the expenditure mcurred in connection :with 
it can/roperly be treated as a .. business expense", it has been 
.decide that audit or other accountancy services in connection with 
an assessee's accounts for the previous year rendered before his 
return of income is made, if such a return is made on the due date • 
.or within any extended period allowed by the Income-tax Officer 
for its submission, should be treated as work done for ordinary 
business purposes and therefore the expenditure incurred thereon 
should be regarded as an admissible deduction in computing tax
.able income. 

50. Method of converting the net profit. of sterlin,'l comptllTlie. 
«nto rupee for the purpo • ., of income-ta.1:.-Where the business of 
a sterling company is transacted entirely in India, there is no need 
for the Income-tax Officer to look at the sterling accounts as he can 
~et a record and ask for a return of the transactions in rupee •.. 
He should act in the same way in cases :where the profits of tbe 
Indian branch of a company operating in other countries can be 
separately ascertained. In the case of a company operating through 
local branches in different countries where the profits of the Indian " 
branches cannot be ascertained separately but have to be deducted 
from the total sterling profits of the company from all its opera
tions, the net profits of the company for the purposes of assess
ment to Indian income-tax should be converted into rupees at 
the rate of exchange ruling on the last day of the year to which:' 
the account relates unless the Income-tax Officer is able. by an ' 
examination of the accounts, to ascertain the average rate of remit
tances throughout the year and to deduce from tbat the rupes', 
'Profits of the. Indian bran!!hes. 
. 51. Premia on issue 0/ .ha.re •. -The premia received by a com
-pany on issue of shares are capital receipts, and. as luch, not 
chargeable to tax. In the same way the cost of i88Uing shares is 
capital expenditur. and cannot be allowed 88 a deduction for 
"income-tsx purpo ...... 

51-A. Profe"iOfttJl earning_Deductions. rSection 11 (2).]
The cost of replacing furniture, office equipment and instruments 
1u.ed for the purposes of their profession by professional men,such 
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as Doctors, Accountan'i'B, Lawyers and Architects, can be allowed 
as an expense under Section 11 (2). :rhe~ost of original or addi
tional purchases cannot be allowed.· 

52. Income /rom .. other ,ource, II .-Deductiom. (Section 
}2.)-The interest paid on money borrowed for the purchase of 
shares or securities can' only be Jlet against the income obtained 
from the shares or securities where it i8 ;proved either by a banker's 
certificate or otherwise that the borrowmg has been definitely and 
solely for that purpose; but whera such proof is alI'orded, an 
allowance should be given. 

53. Deduction, on account of taze, paid.-No deduction is per
missible in computing' the income, lrofits or gains on account of 
any taxes or rates p&ld in respect 0 such income, profits or gains 
except that a local rata or tax which is payable irrespective of 
whether profits are made .or not (see paragraph 48) is to be allowed 
as deduction from income from business. Section 10 (2) (.".ii) of 
the Aot allows as a deduction from business profits sums paid on 
account of land revenue, local rates or municipal taxes in respect 
of premises used for the purposes of' a business. This specific 
provision has been inserted because the local ratss paid on account, 
of luch premises are usually in the nature of a payment for services 
rendered (e.g., by supply of water, conservancy arrangements, eto.), 
but that allowance is closely restrictsd to a local tax or rate levied 
in relf160t of the premUfJI used for the purpose of the business. 
No deduction is anowed for any other local rate or tax such as, 
for example, local taxes varying according to the income or profits 
of a bumen. Nor is any deduction on account of a local rate or tax 
on property allowed from the annual value of property which is 
taxable unaer section 9. Similarly no allowance is perminible on 
account of income-tax or super-tax paid by an an888e8. Where 
property, profits or gains are liable to taxation in other countries 
or by other authorities in British India all these authorities are tax
ing the same proparty or profits for different purposes. . In the 
Petna High Court, Case No. 102 of 1920 in the matter of Raja 
J' oyti Prasad Singh Deo of Kashipur (I, Srinivasan's Tax Cases, 
page 103), it was held that the amounts paid for cases by a 1!erson 
deriving an income from rent of collieries and from .royaltIes on 
the amount of coal raiRed from the collieries are not to be deducted 
in computing the amount of his &888B88ble income. and it was 
clearly stated that .. the payment of & tax which is conditional 
on the making of an income and which has to be calculated on the 
amount of such income after it has come into existPnce cannot be 
said to be expenditure for the making of such income". 

Again in the Madras High Court, Case No. 11 of 1920, Chief" 
CommilBioner of Int'ome-tax, Madras, " ... .ow The Eastern Exten
sion Australasia and China Telegraph Co., Ltd. (I, Srinivasan's Tax 
Cases. pa~ 120), it was beld that in computing the profits of a non
'1'88id&nt oompany under the provisions of rule 3..'1, the taxes payable 
in other countries in respect of the profits of the company are not 
to be deducstecl. 

J[ 
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54. Tau:ation of a Hind'll. 'Undi'Vided family. (Section, 14 anti 
25-A.)-A Hindu undivided Jamily is treated as a separate entity 
for income-tax purposes. It .is taxed like an individual at a 
graded scale according to its total income and no account is taken 
of how that income is distributed amongst the individual members 
when such individual members are assessed to income-tax or super
tax in respect of their separate income. This applies even in case,. 
where the amount of the income of the Hindu undivided family is 
[ess than Re. 2,000 and is, therefore, not liable to taxation in th 
hands of the manager of the family. The same remarks apply to 
super-tax. 

Section 25-A will only apply if a member of a Hindu undivided 
family claiml that it has become divided. If, however, the family 
prefers to go on being assessed as undivided though really divided, 
the Income-tax Officer has no authority to act under this Section. 
If the Income-tax Officer has not passed an order under sectioD 
25-A (1) in respect of a Hindu family hitherto assessed as undivided, 
such family shall be deemed to continue to be a Hindu undivided 
family. . 

The taxation of the income of a Hindu undivided family thus 
differs from the taxation of the income of an unregistered firm 
since where the profits of an unregistered firm are not liable to 
taxation in the hands of the firm, such profits are taxed in the han.}. 
of the individual partners both for the purposes of income-talt 
[section 14 (2) (b) and section 16 (1)] and super-tax (section 5() 
proviso), and where the profits are taxed in the hands of the un
registered firm, the share of such profits of each partner is included 
in his "total income" for the purpose of determining the rate 
at which he .hall pay income-tax on hi. other income r section 
16 (1)]. 

Where the income. profits and gains of a member of an un
divided Hindu family consist of hi. personal earninl!"8 and 
acquisitions by his own exertions, they must he treated as his self_ 
acquired property and not as joint family property, unle88 they 
How from the employment in business or otherwise of the joint 
funds. 

Khojas (and Cutchi Memons), not being Hindus. joint families 
composed of such persons are not Hindu undivided families for the 
purposes of the Act. 

Jain and Sikh undivided families should be treated as Hindll 
undivided families, unless in any particular case, the 8sse88eea 
claim that they should not be treated as 8Uch. Where such a claim 
is put forward, it is for the 8ssessee to prove the existence of 
some special custom or practice applicable to the family in question 
which would justify ite not being treated as a Hindu undivided 
family. 

For the method of serving notices or requisitions on a Hindu 
undivided family see paragraph 104. 

55. Tazation 0/ a firm.-For the difference between a r_/ristered 
and unregiste,ed firm see paragraph 10. 
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While income-tax is leviable on the profits of a registsred firm 
at the maximum rate (see Finance Act), and while under section 
48 (2) a member of a registered firm is entitled to get a refund in 
cases where the maximum rate is greater than the rate applicable 
to his total income, it is desirable that, 10 far BBpossible,. such 
refunds should be avoided. . . . 

The question of refund does not arise if the persona.l income of 
ncne of the partners liable to Indian Income-tax including his share 
in the Firm (whether he be resident or non-resident) is less than 
Rs. 40,000. In other cases, if each of the non-resident partners 
is a British subject or a ~ubject of &Il Indian State and produces 
with his individual return of income adequate evidence of the 
amount of his foreign income that is to be taken into account in 
determining his claim to a refund, and all the resident partners (if 
any) file returns of their individual incomes, the Income-tax Oflioer, 
on heing satisfied that the whole vf the profits of the registered 
:6.rm are accounted for in these personal statements, should charge 
the partner. direot at the ra\e appropriate to their total income: 

In view of sub-section 6 of section 48, this procedure cannot be 
applied to the following cases: - . 

(1) Firms in which one partner at least is a non-resident 
foreign subject (otlier than a subject of. an . Indian 
State) to whom no refund can be due in &Ily C)8S8. 

(2) Firms in which one partner at least is a non-reaident 
British subject or subject of an Indian State to whom a 
refund mayor may not be due--thBt is, :who has not 
vet produced adequate evidence as to the amount af hi' 
iorelgn income. . 

(3) Firms in which in addition to non-resident partners there 
. is any resident partner who has not :6.led a return of his 

total income. 

The demand. notice in respect of the pro:6.ts of euch firms mud 
be addr_ed to the :6.rm, and no individual aesessmente should be 
made on, or demand notices iesued to the partners in respect of 
their shares of the pro:6.ts of the firm. The position will be just as 
though the :6.rm were an _ .. tgi$tet'~d ft.,.".. If a partner has other 
income he will be asseesed on that separately, and of course his 
total income will include his share of the profita of the firm. The 
share due by each partner d the income-tax on the profits of the firm 
should be intimated to him informally! with an indication that tbis 
is dnne merely a9 a matter of convenience and does not affect the 
liability of tI,e firm as such for the income-tax on the whole of its 
profits. Separate assessments on partners will al80 have to be 
made for super-tax, if neceuary. 

For the method. of setting-ol a 1088 of profits of • re~ firm 
.~ainst other income of • partner 888 paragraph 72. 

In computing the total inMme of e mpmber of • regist'lred :firm 
or unregis~ firm for the purposes of income-tax or super-tax 

22 
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there should be included in that total incomll .. such an amount of 
the profits or gains of the firm as is proportionate to his share in 
the firm '!. This particular phraseology has been adopted in section 
14 (2) (11) and in the proviso to section 65 in order to make it clear 
that It is the proportionate share of a partner in the whole of the 
assessable profits of a firm that is to be taken into account in deter
mining his total income, and not merely the amount that he removes 
from the possession of the firm. Some partnership deeds, for 
example, provide that the partners cannot remove more than a 
certam proportiun of the profits in any year or, again, that a cer
tain proportion of the profits must be distributed in charity. It is 
now made clear in the Act that it is the whole of his proportionate 
share in the total assessable profits of tbe firm that is to be taken 
into account and that that proportionate share cannot be reduced 
by any consideration of how those profits are utilised. 

For the method of dealing with a change in the constitution of 
a firm see paragraph 74. . 

For liability ill cases of discontinuance of a business owned by 
a firm see paragraph 75. 

For the method of serving notices or requisitions on a firm see 
paragraph 104. 

55-A. T04:ation of associations of individual.-Section 14 (2) (e) 
and Section 23-A .-An association of individuals, other than a firm, 
Company or a Hindu undivided family, is liable to income-tax 
and super-tax as if it were ali individual. Tax is not payable by 
an assessee in respect of any sum which he receives as his share
of the profits or gains of an aSBociation the profits or gains of 
which have· been assessed to income-tax, but such sum will be 
included in his .. total income" to determine his liability to. 
income-tax and the rate applicable to him. 

56. Ea:irmptions on account of life 'n ..... anee. (Section 15.)-
Under the provisions of section 7 (1) proviso and section 15 an 
abatement of income-tax is given, after the assessment of the tax 
has taken place, on such portion of an assessee'. income as may 
have been-

(0) deducted from his salary under the authority and witTt 
the permission of the Government for the purpose of 
securing a deferred annuity to him or making "'provision 
for his wife or children [section 7 (1) proviso J ; 

(it) paid by him to an Insurance Company in respect oJ all 
insurance or deferred annuity on his own life or on the 
life of his wife; or 

(iiI) paid by him as a contribution to any of the provident 
funds mentioned iu paragraph 20. 

Provided that the total amount on which an abatement will be 
permitted under this provision may nbt exceed one-sixth of tha 
total income of the assessee. 
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Contributions to the Widows, Orphans and Old Age Contribu· 
tory Pension Fund, 1925, are exempt from income-tax sin~ they 
are deducted under the authority of Government from ·the 'salaries 
of the soldiers concerned for the purpose of securing to them a 
deferred annuity and of making provision for their wives and 
ohildren. 

Compulsory allotme~te from - a soldier's pay made to his wife ~ .• 
in England under Article 886 of Royal Warrant for Pay, are 
exempt from income-tax since they are deducted under the autho
rity of Government,for purposes of making provision whether pre
sent or future for the wife. 

Deductions at source on account of contributions made by an 
officer to provide passage money for his widow and orphans under 
the Indian Military Service Family Pension Resolutions and the 
Indian Military Widows and Orpnane Funds Regulations are 
exempt from income-tax as the contributions are in the nature of 
life insurance premia. Under the rules, a certmcate of health is 
required before an officer oan contribute and the contribution which 
he has to pay is regulated according to the age of the officer 
ooncerned. 

Out of the premia paid in resllect of a policy that covers the 
risks of siokness and accidental inJury and also the risk of death, 
only so much as is attributable to the risk of death (from whatao
ever cause) is admissible as deduction from the income liable to tax. 
The portion of the premia 80 attributable should be eettled in con
sultation with the Insurance Company concerned, whose formula 
should be accepted unlesa there appears to be 80me strong ground 
for modifying It. 

No rebate of income-tax ie allowed on any eum withdrawn by 
an assesaee Irom hie Provident Fund in order to pay 'his life inSUl'
ance premium. 

Rebate of income-tax in respect of a premium paid on account 
of life insurance is admissible to a partner of a registered firm 
individually whose income ia taxed at source, in addition to the 

_refund of tax to whioh he may be entitled under section 48. _ 

It is to be partioularly noted that the insurances in respect of 
which this conoeasion is granted are insuranoea 0& 'Ae lile 01 e1a.e 
all""H' Aimaell 01' 0/ AU .n/e, and not any other form of insurance 
whatsoever. The solitary exception is in the case of a Hindu un
divided family in the oaaa of which insuranoes are permissible 0& 

tAe li/e of any mille member of the family or of the wife of any 
such member and not merely on the life of the head or manager of 
the family. ' . 

For the purpose of an abatement claimed bl loll assessee under 
this section insurance premia payable in sterling should be con
verted at the rate of exchange in force on the day on which the 
premium payment was made in _ where the a .. essee ia unable 
to state the aotual coat of remittance. 
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A claim for abatement undet this section must, if the payment 
~ made otherwise than by a deduction from salary, be supported 
61ther-

(a) by the original receipt of the Insurance Company or fund; 
(b) where the claim is made by a servant of the Government or 

of a local authority, by a copy of the original receipt 
presented along with the original to the officer who pays 
the salary and attested by tliat officer who should, after. 
such attestation, return the original with a note 
endorsed upon it that it has been produced and allowed 
for, a copy b~ing attached to the bills sent with the list 
of payments; 

(e) by a duplicate receipt or certificate of payment given by 
the Insurance Comllany or provident fup.d, provided a 
certificate is ~iven that the original receipt is lost or is 
not forthcommg; or 

(d) where an insurance company does not issue a formal 
receipt, by a certificate of payment of the premium. 

Where the Income-tax Officer is satisfied that none of the abcve 
prescribed documents can be produced without an amount of delay, 
expense or inconvenience, which, under the circumstances of the 
case, would be unreasonable, he may accept such other proof of 
payment of the premium as he may deem sufficient. 
. Abatement on account of insurance can be given effect to by 
the person deducting income-tax from salary at the time of PST-
ment under section 18 (2). • 

Where the payment on account of insurance premia, ell'., i. not 
claimed at the time when tax is deducted from salary, h rnay be 
claimed in the assessment and in the return given by as~e"8P.e unller 
section 22 (~). 

While strictly speaking abatements on account of iusurance 
premia should orily be mane in assessing the income of the year in 
which the premia were paid, the rigid enforcement of this inter
pretation is likely to cause considerable inconvenience to assessees 
who desire that the abatement should be given effect to when tax 
iR deducted from their monthly salary, particularly in cases where 
the premia have been laid to foreign companies towards the end 
of a financial year an the receipt for the premia are not forth
coming until the following financial year. In such cases abate
ments of insurance premia may he allowed by office1'll re.ponsible 
for deducting income-tax from salaries under section 18 (2) at the 
time of pavment of the salary provided that the .,!'remia in respect 
of which abatement is claimed have been paid WIthin six calendar 
months ending with the close of the month for which the salary is 
drawn. 

While the officers reBponsihle for deducting income-tax at the 
80urce under section 18 (2) of the Act should allow an abatement 
where claimed, they need not carry out a check to see whetber the 
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abatement claimed under this section exceeds one-sixth of th;~alary 
of the officers concerned. This can be looked after by the Income
tax Officer to whom returns are furnished. under section 21. The 
deducting authority should however see that claims for such 
abatements are macfe within the period prescribed. 

It i. to be partioularl! noted -that this abatement does not ap!>ly 
to super-tax, section 16 being made inapplicable to super-tax by 
lection li8. . 

5'7. T at/J d~d,.cted or oolketed at _ell to be inolud~d in 
incomtl.-Section 16 (2) (which provides that the amount received 
by a shareholder in a company by way of dividend shall be increased 
by the amount of income-tax payable by the company in respect 
of the dividend received) and section 18 (4) (which provides that 
where income-tax is deductad at the source from salaries and 
interest on securities, the tax BO deductad shall, for the purposes 
of computing the income of an assess88, be deemed to be income 
received) have been inserted in order to make it clear that in the 
cases of taxation at the source and of the deduction of tax at the 
BOurce it is the trross amount of tlie income (i.Il., including the 
tax deducted) which is ~ be taken into account in determining the 
rate at which an assessee shall be liable to income-tax on the rest 
of his income and also his inoome for liability to super-tax. 

58. R~"riction 0/ income-tall whet'll margin 0/ tncoma abOve a 
o."toin limit U rmaU. (S~otion 17.)-Section 11 is d ... ;gned to 
remedy the anomally which previously existed where .... a8S88888 
with an income just in axcess of one of the stages in the Finance 
Aot anti therefore liable to pay income-tax at a higher rate than 
if his income were just below that stage, found himself, after the 
payment of the tax, worse olf than he would have been, had his 
taiable income been below that stage. -

IlllUtration.-The amounts of tax given in the illustrations 
below includ. surcharge of 2li per cent .. imp<l88!l by the Indian. 
Finance (Supplementary and Extendin/l) Act, 1931, axcept in. 
th,e case of incomes below Re. 2,000. Tax on incdDles between. 
Re. 1,000 and 1,999 haa been caloulated at 4 pies in. the rupee. . 

T ... payable if To: payable 
. 

lDoom .. _17 hod under' 
-'-poaood. _17. 

999 N;J Nil 
1,000 20-13 1-0 
1,000 21 .... 21-0 
1,999 <11-10 <11-10 
1,000 • 78-t 42-10 • 11.000 'T8-11l 82-10 
<1,9911 195-5 .195-5 
11,000 .. l!9S-O 1_ 

Th. marginal relief allowed under eection 17 aud the exemptions 
referred to in seotioo 7 (1), proviso to aeotio. 8, aud II8Otion 16 (1) 
.hould Dot be regarded as alternativea. The correct method of 



58-59] 198 

workiag the two sections concurrently is as illustrated: in the 
following example:-

If a man's ~tal income is Rs. 5,OI~ and he pays Rs. 100 as 
Insurance preIDla, the tax he should pay IS that on:Rs. 4 999 minua 
R~. 100 (=Rs. 4~899) at six. pie! plua Rs. 11. The ~ payable 
will be the same if h18 total lUcome is Rs. 6,010 of which Rs. 100 
is derived from tax-free securities or from an unregistered firm 
that has been assessed to income-tax, but if the Re. 100 were derived' 
from a registered firm, or from dividel).ds the total tax to be 8uffered 
would be Rs. 206-6-0 against which credit would have to be given 
for the tax indirectly sUffered on the share of the fum's income or 
the dividend, R8. H\-lIi-O so that the nett sum payable would be 
Rs. 189-6-0. 

The following points should be borne in mind in applying 
section 17 where a portion of the assessee's income is derived from 
a'll: unregistered firJp that has paid income-tax: - ' 

(i) Income-tax is not " payable" by a partner in a fum on 
his share of the firm's income. 

(ii) Relief is to be given to an assessee in respect of the 
" income-tax payable by him". 

(iit) Section 17 is to be applied (a) "where necessary," (b) 
in order to " reduce' the tax and (c) so that the result 
of an assessee's total income exceeding a sum after 
which the rate of tar rises, shall not be that the extra 
tax due to the rise in the rate is greater than the excess 
of the total income over the maximum sum !iabl, to the 
lower rate. The section is not to be applied where it is 
not necessary to do, 80, that is, where the result of 
applying it would not be to reduce the tax. 

For the .purpose of calculating the tax payable b;r an assessee 
under section 17, surcharge imposed by the IndIan Finance 
(Supplementary and Extending) Act, 1931, should be calculated 
on the rate at tax apflicable to the next lower stage of income and 
then to the amount 0 tax so arrived at should be added the amount 
by which hIs total income exceeds the next lower stage without 

. addinll'" any surcharge on the latter amount. For example, the 
tax payable on an income of Re. 6,000 will be the tax payable on 
Re. 4,999 at the rate of 6 pies per rupee, '!liz., Re. 156-4 pl ... 
surcharge of 25 per cent. on this amount, '!liz., Re. 39-1 plm the 
difference between Re. 5,000 and 4,999, '!liz., Re. 1. Surcharge 
will not be calculated on the whole amount of tax, '!liz., Re. 167-4 
but only on Re. 156-4. . 

59. DeducWm oj t'he ta.r: at .ource.-8ectio~ 18 of the Ali 
provides for the deduation oj ta.r: at t'he lOUf'ce as distinguished from 
ftuation at t'he lOUf'ce referred to in paragraph 11. It provides for 
the tax being deducted by the persons responsible for making pay
menta of .. salaries" or "interest on securities" before such 
paymenta reach the hands of th~ recipienta. ~e tax 80 dea~cted 
IS paid over by the persons makmg the deduction to the credit of 

, 
• 
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the Government of India within the period specified in rule 1U 
along wita a statement giving the details shown in rules 11 and 12_ 
Such deductions of income-tax are under sub-section (5) of: I18ction 
18, treated as payments of income-tax on behalf of the persons from 
whose income or interest the deduction was made and credit is given 
to them in the assessment of their income if an assessment is made 
of their other income. The form of return of income that has to 
be made under section 22 (2) prescribed in-rule 19, therefore, pro
vides for the tall: freviously charged upon the income being set off 
against any addit10nal charge, while section 48 (3) provides as an 
alternative for a refund in cases where the rate deducted is greater 
than that applicable to the total income of the aSBessee. 

Section 18 (2) (a) of the Act provides that all payments on 
account of sal~ made out of India by and on behalf of Government 
shall be included in the amount on which tax is deducted at source 
in India. All leave salary paid in the United Kingdom or a Colony 
to Government servants on leave in the United Kingdom or the 
Colony has been exempted from tax, 'Vide paragraphs 17 and 21. 
Any sterling overseas payor other sum that may be paid in the 
United Kingdom or a Colony to an officer on leave in the United 
Kingdom or the Colony on account of his salary while un leave is, 
therefore, exempt from income-tall:. The fact that a part of the 
leave salary is drawn in India does not affect the exemption of the 
balance drawn in the United Kingdom or a Colony. The part of 
the leave salary that is paid in sterling in the UJlited Kingdom or 
a Colony to an officer on leave in the United Kingdom or a Colony 
should not, therefore. be included in the income from which tax 1& 
deducted at source by the officer paying him the rupee portion of 
the leave salary in India. The same principle aPl?lies to other 
payments falling under .. salaries" within the meamng of section 
i of the Act made partly in India and partly out of India and 
Elxempt under any notification issued under section 60 of the Act. 
The sQlary paid in the United Kingdom or a Colony to an officer on 
duty in the United Kingdom or a Colony is exempt irrespective of 
whether it includes sterling overseas payor not. So also vacation . 
salaries paid in the United Kingdom or a Colony when on vacation' 
therein. 

Any person required to make a deduction under Bection 18 who 
fails to do so. may himself. under Bub-section (7) be cleemed to he. 
personally in default in respect of the tax while he is also liable 
to be prosecuted for an offence punishable under section 61 (a). A 
penalty e'an also be imposed under section 46 (1) for such default. 

Peraons making deductions at the source are indemnified for the 
deduction under section 66. 

The provisions of BectiO~ 18 do not apply to 8Uper-tax (section 
68). 

The provisions of this section obvi0U:R\ cannot apply to -
where the pavments are made outside Bri' India 88, for example, 
the payment- of .. interest on eecurities" in Indian States or in 
foreign countriee or the payment of .. salaries" by foreign em-
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ployers to residents in British India. It is for this reason that 
section 19 of the Act specifies that in any case' where income-tax 
has not bee~ deducted in accordance with the provisions ~f section 
18, tbe tax 1S payabl~ by the assessee direct. This provision covers, 
not only cases where the employer or the person paying .. interest 
on securities" does not reside in British India, but aleo cases 
!"here owing to an assessee's salary being less than Rs. 2,000 
mcome·tax has not been deducted. 

60. Deduction at 801U'C8 of ta/Il Oft .. ,alarie. ".-The Act of 
1918 provided that where a payment was a non-recurring payment,' 
the tax sho~ld. be deducted at the rate appropria!e to that particu. 
lar sum as if 1t were the whole of the assessee's i,ncome, and that 
where a payment was a recurring payment, the tax should be 
deducted on the assumption that the total income of the assessee 
amounted to twelve times the recurring sum. As these provisions 
gave rise to a considerable amount of unnecessary trouble to 
assessees and their employers as well as to income-tax autborities, 
section 18 (2) of the Act now provides that deductions from salary 
shall be made at a rate which should approximate as closely as 
possible to the rate appropriate to the total aSBessable income of 
the assessee under the bead .. salaries," and it further emp-owere 
the person deducting income-tax from .. salaries" to rectIfy, in 
subsequent deductions, mistakes made in previous deductions. 
Thus, if an employe's rel!'Ular monthly salary is Rs. 600, the tax 
would be deducted by tlie employer at the rate appropriate to 
Re. 6,000 but if such an employe received a commission or bonus or 
arrears of payor officiating allowance amounting to Re. 6,000, the 
employer is empowered not only to make deductions in future at the 
rate appropriate to an income of'Rs. 11,000, but also to make up 
the deficiency in previous collections owing to the lower rate having 
been applied. 

Salaries are sometimes paid or adjusted annually. Meanwhile, 
the employee may draw (and even overdraw) against the salary due 
or that will ',become due to him. If employers claim to deduct 
a. business expenses the sums thus drawn by their employees, this 
can only be done on the ground that the sums represent salary and 
therefore tax should be deducted at source from all such sums. 
When it'is ,found that tax has not been deducted, the employee 
should be assessed direct on all such sums if they have beeu allowed 
to the employer as business expenses. If they are not so allowed, 
they need not be taxed in ihe employees' ~ands wh~t~er by de~uc
tion or bv direct assessment till tbe draWIngs are adJusted a~atnst 
salary aCtually earned and are claimed a8 business expenditure 
by the employe,.. • 

The obligation to deduct income.tax under this \ead now applips 
t" all employef". 

For the power of an employer to allow abatemen.ts on arrO'1nt of 
im<urance premia Bee paragraph 66. As regards pnvate eml'love". 
it may be noted that it is open to them to ':'lake t~eee Allow.Anr .... 
"n account of insurance premia or not aceordlDg as It may smt the 
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conve.nience of themselves and their employes as, if such ~ebate ... 
not glve~when ~e tax is ded~cted at th~ so~, it mar be claimed 
~Y the e~ploye m the followmg y~, if he 18 assessed und~ sec
tlon 23, elther as a refund or as a set-off against any amount due 
lly him. , 

As regards the D)eaning of the word II salaries" see paragraph 
26. . 

For the deduction from -II salaries" of arrears of tax due see 
paragraph 91. 

6L Dsduction at ,DUrce oj ta. Oft "intef"e,t. on .ecuritie, ".
(See paragraph 28.) The only securities of the Government 
of India (oth~ than income-tax free securities) from the interest- on 
which income-tax is not aeductea in advance are Treasury Billa. 

As the perSOD pa,.mg interest on securities has no information 
regarding the total income of the person to whom the payment 

• is made, section 18 (3) ~rovides that deductions of income-tex from 
.. int~est on securities ' shall be made at the maximum rate fixed 
by the Finance Act. Wh~e the total income of the person receiv
ing the interet on securities is less than the income to which the 
maximum raOO applies, he is entitled, und~ the provisions of 
section 48 (3), to claim a refund. In ord~ to sinlplify the proce
dure in connectioD with refunds, section 18 (9) makes It obligatory 
upon the person deducting income-tax from the interest on securiti,... 
to issue to all security-holders a certificate in the formjrescribed 
ir. rule 13 or IS-A specifying the amount of tax deducte from the 
interest and the rate at which it has been deducted. The form 
o~ certmcate attached to rule 13 is suitable for Government securi
ties only, while that attached to rule IS-A provides for securities 
issued by local autborities and companies and covers the case of 
securities payable to bearer. It frequently ~~rns, however, 
that security-holders hand over their securities bonds to their 
bankers for collection. Ia that event the certificate given by the 
person deducting the income-tax from tbe security woUld be given 
to a bank for a whole block of securities. In such a case the 
Income-tax Officer should accept a certificate from tbe bank in the 
"'\lowing form, and act upon it as if it were a certificate received 
direet from the persons deducting income-tax from the security:-

.. We ....... by certifv that intereat on the Tario ... ."mti .. specified aD the 
back hen>Of wu oolleCted by ... on behalf of IIDd 
that _ receind pa;vment or were credited with th" prooeeda thereof (Ia. 
inoome-tax) ... tated on the other aide am_tins tu Ita. 

The _anti .. Il!"cifted .... ~ by ... rtifieata iaaed tu the BaDJo: uncler 
...-tion 18 It) of the Inoom .. tas .lot. 19ft. 

Signatore of BaUer. 

Adm-

Daile. 

To be sipeol by the claimant. 
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I hereby ~.oIare that the securiti .. On which interest &8 above apecilied 
has been received are my own property and were in the po888Bsion.qf 
at the time when incom .... tax was deducted. < 

Signature. 

Date. 

(N.B.-The l8Curiti .. to he produced when required in support of an~ 
claim.)" ~ 

ReVBBSB 0. FOBll. 

Schedul. of ........ n. •. -

Date of 
No. and payment of Period for Amount of 

desoription of interest after which iotereet ioteroot (1 ... Remarkt. 
.... 88Curitiea. doduoMono! baa heeD paid. iooome-tu). 

inoome-tax. 

I 

/ 

A. person 'who< has other income liable to tax may, instead of 
claiming a refund, get the amount set-oll' against the amount due 
from him in the assessment made on him under section 23 by filling 
up the form prescribed in rule 19. 

The certificate under section 18 (9) must be taken by the Income
tax Officer of the area in which the claimant or asse888e is assessed 
or resides (see rule 39) as conclusive evidence of the payment of the 
tax, both ldlere a refund is claimed in cash and where a set-oll' 
against the tax asse8Bed on other income is claimed. 

While these arrangements will facilitate the making of refunds, 
it is desirable that refunds should be avoided as 'far 88 possible. 
There are, for example, certain institutions, authorities anil funds, 
the income of which is exempt from tax under the provisions of 
section 4 (3). Similarly there are persons whose 88Be_ble income 
is 1888 than Rs. 2,000 and who aYe not, therefore, liable to tax. 
There are other cases where the Income-tax Officer ;may be satisfied 
that the income s>f a holder ill aectfrity while liahle to tax is not 
likely to fluctuate 80 widely as to alter the rate appropriate to the 
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lotal income. In such cases the Income-tax Officer may' issue a 
lertificata.authoriaing the person paying the interest on, securities 
to make no deduction of tax or to deduct tax at a lower rate than 
the maximum. The certilicates will be granted to residents outside 
llJitish India by the Income-tax Officer, Non-residents Refund 
Circle, Bombay, and to others by' the Income-tax Officers concern
ed. Such a certificate might be ~ the following form:-

Income-tax Olllce. 
Dated 193 

'1'0 

I h ..... by authori .. (1) 

-to deduct in.ome-tax at tho rate of (2) pioa in tho rupee 
"h.1I pa.ying tho intoreat 011 tho following _uritie. to thoir p ...... nt holder 
(8) • Thi. authorioatioD will remain in foreo nntil 
oanoellod by me. 

~ 

u .' 
Doocription of _uriti ... 

(1) Name and addroao of penon pa.;ving the intereat. (2) Rate of In ........ 
tao: ..... tioned. (3) Name of penon receiving in_. 

Income-tax OJIIoer. 

Such certificates when iaaued should remain in force until they 
are canoelled and should not be required to be renewed annually. 

When the owner of a security to whom a certificate is ~nted 
according to these instructions haa endorsed the security to hIS bank 
for collection of interest, the officer responsible for paYIng the inter
est regard. the bank aa the real holder of the security and takes no 
cognisance of any arrangement that may have been entered into 
,between the real owner of the secnrity and the bank, with the 
result that the certi1icate etanding in the name of the real owner ' 
of the security gran\ed by the Income-tax Officer becomes inoper
ative. To avoid the. pOlBibility of l'ayi:ng officers refusing to ac* 
on the exemption certificate in such clrcumstencea, Treasury Officers 
have been instructed to act on such certificates, when presellted in 
resJlect of securities that hav., been endoreed to banks for collection 
of the intM-eat, if together with,the exemption certifi<'RW a dedara
tion by the bani: is presented • the effect th~ the aecuri~ con
tinu .. to be the pro}lerty df the parson named as the owner 111 the 
exemption oerti6.cate. • 
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" Applications for relund of income-tax from resident~ of aa 
Indian State who own securities whether of the Gove~nment qf 
~dia~ ~ local ~uthority or a ~ompany or hold ,shares ina, Compall\Y 
In British India should, as In the case of residents outside India, 
be made to the Income-tax-Officer, N on-Residel1ts n..fund Cir<;le, 
Bombay, The Income-tax Officer will, however, aJlow a claimant 
who resides in an Indian Stete, the option of receiving payment 
of the refund through the Political Officer in that State, that is 
to say, the refund voucher that will be issued by the Income-tax 
Officer will be made I?ayable, if the person applying for the refund 
so desires, at the PolItical Treasury of the Government "f India in 
the particular Indian State, or if there is no treasury under the 
control of the Political Officer, at the prescribed BrItish Indian' 
Treasury, 

Sl-A. Securities held by Indian States tJf' by Ruling Prince. 
and Chie/s.-An Indian State is not assessable to any income-tax 
er super-tax except under the Government Trading Taxation' Act, 
1926 (III of 1926), tliat is to say, unless the State carries on a 
trade or business. Interest on securities held by Indian States is, 
therefore, not taxable. Interest on Government securities alone 
heM by Ruling Princes or Chiefs as individuals, that is, not as 
the property of the State, is taxable under the law, but it has 
been exempted under section 60 of the Act (item No, 5-A of para
graph 17). It is. therefore, no longer necessary that the authoriti~8 
responsible for the payment of interest on Government securities 
should be supplied with information enabling them to discriminate 
between those that are the property of the State and those that are 
the property of the Ruler; but it is still necessary that such 
authorities before paying the interest without deducting income-tax 
sbould have evidence that the income-tax authorities are satisfied 
that the particular security in question is eligible to exempt~on on 
one' or other of the grounds already mentioned, No such eVIdence 
is required where Government securities are held in the names of 
the Rulers of Indian States in the special non-transferable form 
prescribed by Rule 38 of the Indian Securities Rules, 1920; but in 
other cases, a State or its Ruler claimin/!' the payment of interest 
free of income-tax should forward a certificate that it is, or he is, 
the owner of the securities in question through the Political Al!ent 
or Resident of the State (a) if the security ,is .in the fo!'D1. of, a 
stock certificate, to the Income-tax Officer Wlthm whose JUrl8dlC
tion is situated the Public Debt Office which issued the stock certi
Bcate; (b) if the security is in the form of a promissory note or a -
hearer bond,- ~ 

(0) when the interest 'is payable at a Public Debt Office or a 
treasury in British India, to the Income-tax Officer 
within whose jurisdiction such Public Debt Office or 
treasury lies; and 

(it) wnen the .interest is payable at a treasury o.uteide British 
India, to the Income-tax Officer, Non-r881dents Refund 
Circle, Bombay. 
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\ 'fhe Income-tax Officers mentioned will in turn grant- exemp
tion certificates in the form prescribed in paragraph -5loThe _ 
exemption Ilertificates will be issued in dup1icate LU: regard to 
securities in the form of stock certificates or Promissory notes, one 
~opy being sent to the State or the Ruler concerned and the other 
for purposes of registration direct in the case of stock certificates 
to the Public Debt Office of domicile where the stock certificate is 
registered and in the case of Promissory notes to the Public Debt 
Office or the Treasury Officer-responsible for paying interest there-
on, 

As regards Bearer Bonds, the certificates will be issued in tripli. 
~ate, the original being sent to the State or the Ruler concerned, 
the duplicate copy to the treasUlj' responsible for payment of 
coupon relating thereto and tlHl triplicate coPy to the Public Debt 
Office within whose sphere such treasury is Situated. 

"'!'he exemption certificate pertaining to securities in the form 
of promissory notes or bearer Donds given to the State or the Ruler 
ooncerned should be tlroduced before the Public Debt Office or the 
treasury each time die promis80ry note or the COUPOD attached to 
the bearer bond i. presented for J!ayment of interest. 

In the case of stock certifi~ates or promissory notes, an exemp~ 
tion certificate will remain valid until either 

(d) it is cancelled by the Incom.-tax Officer, er 
(b).U1e security is tra.nsfel1red to eome other person than the 

. State or the Ruler in whoee name it stood at the time 
when the ce~cate W88 issued, or 

(o) the security is ohan~ from one form into another, •. g., 
from a stock oertificate iBto promiaeory notes or bearer 
bonda or tIio. ,,,,,.,8, or is renewed. -

In the case of bearer bonds, a fresh certificate will be required 
to cover each interest payment. . • 

The above ordera refer to Gov""",mem securities only, the 
interest on which is exempt in the case of Indian States 118 well 
as Indian Princes or Chiefs as stated above. As re~arda other 
securities, N., tbose of local autborities and CODlV8Dl8.< referred 
to in s~tion 8 of the Act, only IndiaD States· are exempt. In 
order to have exemption certificates for such aecurities, the State 
conl'erned will similarly send a certificate statin~ that it is the 
owner of the aecurities ~or which exemption is ol81med through its 
Politil'el Agent or Resident to the Inoom.-tax Officer within ... hose 
jurisdiction the Public Deht Office or the office of the local authority 
or compau'\" is situate and on receipt thereof that officer will grant 
an exemption t'ertifieate in 8Clrordan~ with the abQve directionl 
sendin(r 8 duplicate thereof at the same time to the authority 
empowered to pay interest on the securities conrerned. N othin! 
ir_ these instructions relates to dividends of companies. 
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RefUnd of any tax already deducted at source which should not 

have been deducted under these instructions, will also be allowed 
by the Income-tax Officer empo,,"ered to issue exemption certificates 
under these orders; provided that the !)laim therefor is presented 
within tliree years of the date on which it !"as deducted at source. 

The position in regard to dividends received by a State from a 
company in British India in which it holds shares is entirely 
different from the position in regard to interest on securities held 
by a State. The interest in question is outside the scope of the 
Indian Income-tax Act altogether, and the period of limitation for 
claims to refunds deducted at source from such interest is therefore 
governed not by the provisions of that Act but by the ordinary 
law of limitation. On the other hand the profits of the Company 
are taxed as such, and are clearly within the scope of tbe Act. 
The fact that part of these profits will be paid by the Company to 
the State whose income as such cannot be taxed because it is not 
an individual, Hindu Undivided Family, Company, Firm or other 
association of individuals is immaterial. The tax is not paid by 
the Company on behalf of its shareholders. Any claim to refund 
can only arise not because the inoome was not ab initio liable to 
tax but in virtue of section 48 of the Act. Consequently tbe State 
is only entitled to any refund, that may be found to be admissible 
under section 48. The limitation in regard to such claims is pro
vided by section 50 of the Act. 

• 
62. Deiluctiom at 60U1'CII of ta.fl on (litrJidentb declared by loint 

Stoclf Companie6.-It often happens that the holders of shares in 
Joint Stock Companies like the holders of securities authorise their 
bankers to collect dividends on their behalf. When they do so, it 
is the practice of the persons distributing the dividends to issue 
certificates 'under section 20 in the name of a bank for the whole 
block of sha.rea held by the bank on behalf of its constituents 80 

that it is not possible for an individual assessee for whom dividends 
are collected by his bankers to produce the certificate reqnired by 
rule 14. The Income-tax Officer should ordinarily accept a certi
ficate from a responsible officer of a bank in the following form 
and act upon it as if it were a certificate received direct from the 
person responsible for distributing dividends:-

We hereby certify that dividends on the various shares specified 
below were collected by us on behalf of • • . and that we received 
£:.-~: ~r .w.~ credited with the proceeds thereof amounting to 

The dividends'specified are covered by Certificates issued to the 
Bank under section 20 of the Income-tax Act, 1922. 
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hInB.uL BAlfE 01' mIA, DBPOBINBS' DBPABTlDIln', 

Calcutta 193 . . " ~.~ 

Dedlp&io .. DaM of DaM of .&mo .... l declaration of Holcllog. Period. of tho _iptof of 
ob-. divideudl. dmdonda. dividend&. 
, - ; 

• 

, 

.. 

• 
To be signed by claimant. 

I bereby declare that the shares on which dividen<Is as above 
specified h,va baen receivecl are my own Jlroperty, and ware in the 
poaeasaion of the Imperial :Bank of India, Calcutta, at the time 
when these dividends ware realised. 

Signature. 

Data 

83. Certificate "y • e ..... po,.y to ."-llolden nuiN9 .lift.
deM.. (S~etioft 2O.}-The profits of a company are charged to 
income-tax at the maximum rats irrespective of what the amount 
of the profits may be (see Finance Act), and the eharaholder of a 
company is, under eaction 48 (1) of the Act, entitled to claim a 
refund on proof to the Income-tax Officer that the maximum rata of 
inoome-tax i. greater than the rata applicable to his .. total 

N.B.-'nIe"'" ~ ncoip ..... d tn Buk'a .... 10001< ... he prod1lllllll 
ill '''ppon at uy claim. 
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income" . In order to get such a refund, he must produce- the 
·certificate required by section 20 and prescribed in rule 14. 

Ce:tificates ~hould however be accepted if they supply all the 
prescribed partlCulars, even though they may not be identical in 
phraseology or arrangement with the statutory form of certificate 
given in Rule 14. The shareholders claiming refunds in respect 
of dividends paid out of Erofits of which a part is not liable to 
~ndian income-tax,. wi~l billy be. able to enter approxilne:te fi,gur~s 
In the refund applicabon, and in the return accompanymg It, in _ 

respect of the amount of tax paid by the company on the dividends, 
.and the amount of refund due; but this should not prejudice the 
claimants in any way. The Income-tax Officer will accept tJie 
.certificate but will apply the correct percentage. Any certificate 
will be accepted that is otherwise in orner if it shows eitne .. that the 

.entire Erofits of the company are liable to Indian income-tax or 
-that only pan is liabl&-irrespective of what the part may be. 
Duplicates of certificates should be accepted if the cla1m&nt satisfies 
the Income-tax Officer who has to sanction the refund that the 
·dividends in respect of the tax on which the refund is claimed 
had actually been paid to the claimant, and if the Income-tax 
Officer .as no reason to believe that a refund has already been 
granted in respect of the same dividends. Duplicates should not be 
'3Ccepted unless a convincing reason is given for not producing 
originals. Duplicates may be accepted, for example, if it is 
alleged that the originalEi have been lost and the Income-tax 

'Officer has no reason to doubt the statement; on the otbr hand, 
·duplicates should not be accel?ted if the originals can be produced 
though after some delay. As in the case of the certificate regarding 

'tax deducted from interest on securities mentioned in paragraph 
-61, where a share-holder in a company is assessed to income-tax 
-01'. account of income in his own hands, 'he may, instead of claiming 
a refund, ask that any rebate to whicJi he is entitled should be 
set-oil' against the tax which he is personally liable to pay, and 

-the form of return of income for individuals prescribed in rule 19 
permits of t,his set-oil'. 

'rhe form of the certificate prescribed in rule 14 dilfers from the 
form of the certificate prescribed in rule 13 for income-tax deducted 
from interest on securities in that it simply contains a statement 
that income-tax has been or will be duly paid by the company and 
-that the dividend was declared on a certain date. It contains n·) 
statement as to the rate at which tax has been or will be levied or as 
to the amount of tax paid or to be paid. The reason for this IS 

that in manY' cases. it is impossibl.e to state at what rate. tax .~~. 
been or will be leVIed on the particular profits out of whICh diVI
dends are p3id. The dividends of a companv may be distributed 
from profits made during the course of a fin'anoial or commercial 
year before the rate of tax is known, or may be distributed from 
reserves maintained for the equalisation of dividends and composed 
-of profits earned in previous years. It sbould, therefore, be 
",ssumed by Income-tax Officers in connection with these particular 
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ceifUicatea that tax has been levied in respect of the dividends at 
the rate current on the date on which the dividends were deolaTetl 
since this is the rate to be taken into account in dealing with a 
claim for a refund under section 48 (1). 

The form of certificate also provides for cases ,ueh as. that of 
the tea compa~es :w~ch do not ;Fl!y income-tax on their entire 
profits and gelDS dIStributed as dividends. 

The amount of income-tall: so assumed to be . payable by the 
company in respect of the dividend declared has, under the provi
Bions of section 16 (2), to be added to the net dividend received in 
caloulating the total income of the individual shareholder. 

The following instructions may with advantage be followed by 
persone granting certificates prescribed by section 20 of the Act :--

(1) The statutory form of certificate of deduction of income-tax 
prescribed by rule 14 of the Indian Income-tax Rule .. 
should invariably be used. 

(2) Either (a) the certificate should be printed on the same 
sheet of paper as the actual warrant with a line of per
foration to parmit of its being detached, or (b) the divi
dend warrants should be machine-numbered, while 
evel1 certificate relating to a particular dividend should 
be given the same numoer 8S thq correspondin~ warrant. 
There are cases in which: Banks collect diVidends on 
behalf of their constituents and companies send the 
banks consolidated dividend warrants in payment of all 
the dividends due in respect of the block of shares for 
which the bank is acting, and at the same time send 
separate certificates for the share-holders by whom the 
shares are owned. In such a case if certificates are 
issued to a Bank for say twenty constituente, relating to 
dividend warrant No.1, the certificates should be num
bered by hand 1/1, 1/2. 1/3 to 1/20. 

(3) The practice adopted by certain companies of either attach
ing red slips to the certificates drawing the attention of 
recipients to the need for their careful preservation for 
a year or two or of printing this caution in red ink on 
the face of the certificate may be generally followed. 

(4) A nots should be printed on the certificate to the effect that 
share-holders mar claim refund of tax 1Ulder section 48 
(1) of the Act m respect of their dividends if their 
personal rate of tax is 1_ than the maximUlll rate. 

84. At ... "al rd"", 01 _ploy~8. (Sectiots 21.}-Under section 
21 read with: rules 15. 16 and 11 a return in the form preecribed in 
rule 17 must be wade of all employes derivin!l' 8n income of Rs. 
1,000 per annum or over by the GovernUlent oflil'8r8 mentioned in 
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rule 1~,. by every ~rivate employer ~nd by, in the case of l~cal 
authorItIes, compames or other pubho bodies or associations the 
.. princip~~ officer ". (see paragraph 7) "or the prescribed pe~n ". 
The prOVlSIon that In the last mentIoned case the return ia to be 
made either by the principal officer or "the I?rescribed person .. 
is designed. to avo~d difficulties eXJc>e~ienced partIcularly in the caae 
of companIes, owmg to the prOVISIon of the Act of 1918 which 
required that the return should always be made by tbe "principal 
officer". Where a company, for example, has got aeveral .placea 
of business, it may be more convenient for the company that the 
returns under this section sbould be made not by the principal 
officer at the headCJ.uarters of the company but by officers at different' 
branches, since thIS particular return has as a rule to be made to 
the local Income-tax Officer, i.e., to the Income-tax Officer of the 
place where the employes happen to reside. Tbe liability for 
making this return remains under section 21 with the principal 
oll'cer unless another person is prescribed in the case of particular 
companies. Such a person must be prescribed by means of a rule· 
made by the Central Board of Revenue [see section 2 (10) and 
section 69 (2) (e)]. The object of the return is to ·enable Income
tax Officers to see that the tax has been deducted at the source 
unde.,\" section 18 (2), to arrange for adjustments where the collec
tions at the source have not been made correctly and to assess 
.. salaried" persons under section 23, whether the tax bas been 
collected at the source or not, where the salaried persons have other 
income than .. aalary ". 

This section prescribeS that the return must be delivered to the 
Income-tax Officer but does not state to what particular Iucome-tax 
Officer the return should be made. Every Iricome-tax Officer has, 
under the provisions of section 64 (4), all powers conferred by or 
under the Act on an Income-tax Officer in respect of an;r income 

. accruing or arising or received within the area for whIch he is 
appointed, irrespective of whether the particular income is .assessed 
by him or not. In most cases it is convenient that this return 
should be made to the Income-tax Officer of the area in wbich the 
employes reside, but in some cases it may be more convenient that 
the return should be made to the Income-tax Officer of the area 
in which the headquarters of a wide spread business is situated. 
It is for the Income-tax Commissioner in each doubtful case to 
decide to what ·particular Income-tax Officer this return should be 
aent. 

The return prescribed under this Bection is the return of all 
employes who during the period of 12 months endin~. 31st March 
last were in rece:r· t of salary of not less than the prescnbed amount 
of Rs. 1,000, an the return must he furnishpd to the Jnrn!"e-~ax 
Officer in the proper form before the 1st of May. ~.e ohh~ti.on 
to make this return is a statutory one and no prehmmary notIce 
or request from the Income-tax Officer ie .required. Failure to 
furnish this return is punishable under section 61- (el of the Ac'b 

65. Return 01 irw:om/J by COfTIptJfliu. [Serlion 22. m·l-The 
return of the total income of a company muat be furnIshed to the 
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Income-tax Officer before the 16th day of June in each year in the 
form prescribed in rule 18, which: also contains the form of the 
verification of auch return. The obligation to make thia return ia 
a statutory obligation upon the II principal officer" (see paragraph 
7) of the company, and it is not neceaaary that the Income-tax 
Officer should send any preliminary notiee or request to the com
pany or the principal officer concerned. Failure to furniah this 
return is pun18hable under sectiol!. 61 (0) of the Act. 

66. Rrlum 01 income 'by "",",om oth"" than companie,. 
r Section 22 (2). ]-The form of return of total income of individuals 
:IIrms or Hindu undiv.ided families is prescribed in rule 19 which 
also preaoribes the form of the veri6.cation of such return. In this 
case no statutory obligation rests upon the iIldividual, firm or 
Hindu undivided family to make 8uch a return until a notice haa 
first been sened by the Income-lax Officer requiring such a return. 
The notice must allow a period of 30 days for the furnishing of the 
return. If, however, on receipt of such notice, the ~turn is not 
furnished within due time, such failure to make a return is 
punishable under section 61 (c) of the Act. 

A return under section 22 on which the word co loaa " haa been 
written, without an;v figures, or in which • nil' haa been entered 
against each item, 18 not a valid return (cl. Calcutta High Court 
case Ram Kiesendaa Bal!Ti 1/",""" Commisaioner of Income-tax, 
Bengal, II Srinivaaan's Tax Caaee, p. 324). If, therefore, such. 
return is filed by any person, the Income-tax Officer can proceed 
after isauing a notice under section 22 (4), and making enquiries, 
to 1l!I8888 him under section 23 (4) if he finds that such a C01l1"88 is 
justifiahle. 

67. Comequmoel 01 lailu .. e Co fu .... i,lo a .. "tu .... 01 income.
"Where a return is not furnished in due time, whether it be a 
statutory return which companies are required to furnish by the 
16th of June under section 22 (1), a? whether it he the 'return 
which other persona are required to furnish under aectioil 22 (2) 
on NCeipt of a notice from the Income-tax Officer calling upon 
them to do 10, the perIOD failintt to make the 'return is not ouly 
liable to be prosecuted under sectIon 61 (ol but no appealliea under 
the proviso to section 30 (1) of the Act against any B8II8S81Ilent made 
by the Income-tax Officer upon the company or other pereon failing 
to make a return. In the case of a registered firm, the Income-tax 
Offirer may also cancel its registration but not until 14 days have 
elapSf'd from the isaue of a notice by the Inaome-tax Officer to the 
firm intimating his intention to do 10. 

• 
Failure to make a return, therefore, deprives the persoD at fault 

of any remedy whatsoever against the ,2m "'ent subsequently 
m.d., except the 'remedy specified in aeotian 27 •. Under that 
..-tion a pereon 'aj}.ing to make a 'return may within on. month 
arte? . the l'8<"eillt of a Dotice of demand of the tax apply to the 
Inoome-tax Officer. and if he .. tisfies him that he was prevented 
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by sufficient cause from making the return, the Income-tax Officer 
shall cancel the assessment, refund any tax already paid at once 
without waiting for an application for refund from the assessee, 
and proceed with the case de n01lo. Should the Income-tax Officer 
refuse to re-open the case under section 27, the assessee may appeal 
under section 30 to the Assistant Commissioner, but if the Income
tax Officer does re-open the case, whether of his own accord on an 
application under section 27 or under the orders of the Assistant 
Commissioner under section 31 on an appeal, and the assessee fails 
again to make a return, the same provisions apply and no appeal 
lies against the assessment. Section 22 (2) makes it obligatury 
upon the Income-tax Officer to call for returns from all assessees, 
and as the success of the administration of the Act is largely de
pendant upon assessees making returns of their income, every effort 
should be made to get every assessee to file a return. At the same 
time it is desirable that, with due regard to the fiscal interests of 
the Government, all income-tax officials should administer the Act 
in a sympathetic spirit, and in particular should give assistance· to 
assessees if they find any difficulty in filling up their returns. 

Sub-section (3) of section 22 is a new· provision the effect of 
which is that where a person has not furnished a return in due 
time or having furnished a return discovers any omission or "Tong 
statement therein, he may furnish a return or a revised return 
before the order of assessment is passed so that where such a return 
or revised return has been made the assessee may not be prosecuted 
for failing to submit a return in due time under section 51 (c) and 
may not be penalised under section 28 for making a wrong state
ment in the original return. 

6S. Consequence of false returns. Concealment of income and 
imprope1" distribution 01 profit.. (Section 28).-A person who 
makes a false return under section 19-A, or section 22, or sub-section 
(2) of section 26A, or sub-section (2) of section 32, or sub-section 
(2) of section 33-A is liable to be punished under the provisioDs of 
section 177 or section 182 of the Indian Penal Code which ron 
as follows:-

, 177. Whoever, being legally bound to furnish informatIon OD anyanbject 
to any public servant, as such, furnishes, as true, information on the subject 
which he knows or has reason to believe to be faI.e, ... hall be pnniahed with 
simple imprisonment ior d. term which may extend to six months, or with Jine 
which may extend to one thousand rupees, or with both. • • • .. 

Ie 182. Whoever gives to any public servant any inf6rm,!ltioD which .he 
knows or believes to be false, intending thereby to cause, or knowing it to 6lo 
likely that he will thereby cause ouch public .. nant- • • 

(~ to do or omit anything which sbch public servant ought Dot to do 
or omit if the true state of facts respectins: which such informa
tion is given were known by him, or 

(b) to nse the. lawful power of Buch· public ... rvant to the iniw: or 
annoyance of any person 

shall be punished with impriSDnment of either description for a term "bim 
may enend to six months or with fine which may extend to ODe thO'd.sand 
rupees, or with both."· . 
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The returns under section 19-A. or section 22, or sub-section (2) 
of s~ction 26-A. or 8ub-sectio~ (2) ~f section 32. ?r sub-section (2) of 
sechon 33-A. must be .. venfied 1n the prescnbed manner" and 
under section 52 of the Act a false statement in any such verification 
is an offence punishable under section 177 of the Indian Penal Code. 

A part from these legal penalties. under section 28 of the Act if 
the Income-tax Officer. th~ Assistant Commissioner or the Commis
sioner is satisfied that an assessee has concealed the particulars of 
his income or has deliberately ]urnished inaccurate particulars 
of such income and has thereby returned it below the real amount. 
he may direct that the assessee shall pay a penalty not exceeding 
the amount of the tax which would have been avoided if the return 
had been accepted as oorrect. If the profits of a registered firm 
hRve been distributed otherwise than in accordance with the shares 
of the partners as shown in the instrument of partnership registered 
under the Act governing _such distribution and any partner has 
thereby returned his income below its real amount. the Income-tax 
Officer. Assistant Commissioner or Commissioner. as the case may 
he, may impose similar penalty on the partner concerned and no 
refund or other adjustment shall be claimable by any other partner 
on this account. 

Penalty under section 28 is leviable in the oourse of any pro
ceedings under the Act provided that the facts justifying the im
position of a penalty under the aection are established. There ia 
nothin'l in either section 28 or section 34 to preclude the imposi
tion 0 a penalt;r in the course of proceedings under section 34 in 
respect of the orIginal return under section 22 (2), if the mots of the 
caae justify the imposition of such a penalty. 

Clause (4) of section 28, however. provides that where a penal 
assessment under that section is imposed by the revenue authori
ties, no r.riminaiprosecution for an offence shall be instituted on 
the same facts. It is obviously not desirable that there should be 
room for a possible conftict between the revenue and judicial 
authorities. and it is aleo unreasonable that a double punishment 
should be provided for.' .• 

A criminal prosecution cannot, under section 53 (1) of the Act. 
be instituted exeel?t at the instance of an Assistant Commissioner. 
In most eases achQ,JI under section 28 will be elfective although 
in more serio\ls CIiSes a prosecution mi~ht be launched. 

69. ProJ • ."t!<m 0/ IICCOtmt8. [Section 22 (4).]-Under sub
,.-tiOI\ (4) 01 .... tion 22 the Income-tu: Officer is empo .... ered to 
call. upon any persoll liable to make a return to produce such 
accounts or documents as he may require. It does not, ho .... e ... er. 
empo'vtlr him to ask the assessee8 to prepare accounts like. profit 
tul~ 10S9 a(l('~\lnt which th@y do not already possees and do not re
q\llre for thetr 0"'12 pu'l'0S@8~ all that it empowers the Income-tax 
Officer to do is to ('all for aCt'Ounts and documents whic.\ a .... or a ... 
b .. liend to be. iD. existeDce. The productioD of accounts may be 
~aTk>d for whether a -turn has or has Dot been made. All stated 

"'. ' -r • . • 
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in paragraph 67, it is always desirable in the interests both of the 
Bssessees and of the Governmen't that Income-tax Officers should 
obtain a return of income berore they make an assessment. If, 
however, such returns are not forthcoming, they should, so far as 
possible, obtafn the accounts of the assessee. Again, if a return 
is made the Income-tax Officer has power to call for accounts wher
ever he considers it necessary for the purpose of testing the accuracy 
of the return. It is, however, desirable that the least possible in
convenience should be given to assessees by the detention of their 
accounts by Income-tax Officers, and Income-tax Commissioners 
should take steps to see that accounts are not detained for any un
due time or for any unnecessary purpose. Steps should be taken 
to secure that the services of competent and reliable Accountants 
where employed by Rssessees should be utilised to the fullest 'extent 
by the Income-tax Officers. The latter from their experience should 
soon know what particular Auditors can be relied upon to give ac
curate figures. Where a statement of profit and loss filed by an 
assessee has been certified as correct and complete by such an Ac
countant, the income-tax Officers should, unless they see reason tG 
the contrary, accept the statement as correct and complete with 
regard to the facts mentioned in it, although he will frequently 
have to call for details showing how various figures are made up. 
'But in such cases the Accountant himself when authorised by the 
assessee to appear on his behalf should be asked to supply the details. 
Income-tax Commissioners should take steps to secure that the 
services of such Accountants are fully availed of. 

The proviso to sub-section (4) of section 22 prevents any Income
tax Officer from calling upon an assessee to produce books of 
account going back for a period of more than three years prior to 
the" accounting period" . This limitation applies merely to books 
of account; it does not apply to documents. ~o limitation is placed 
by the Act. upon the power of the Income-tax Officer to oall for 
documents of any date. 

Neglect to furnish accounts or documents asked f<>r by the 
Income,:tax Officer under section 22 (4) is runishable under section 
51 (d) and, further, under the provisions 0 section 23 (4) read with 
section 30 (1), any person who fails to comply with the requisition 
of the Income-tax Officer for the production of accounts or docu
ments may not appeal under section 30 against the asseaamed 
made ..... hether he has made a return or not. If the BSBessee is a 
registered firm the Income-tax Officer may cancel -its registratioll. 
He is in exactly the same pGSition as a persol} who dill not make Ii 
return in the first instance, his only remedy beinIJ that describea 
in parBj"aph 67 (i.e., under section 27). -' 

70. E1Jidence in tU./lInnent proceeding. othM ,tNm reWl"fU aM 
accounts of tU.e .. ee.-In additiGn to his ~neral power to call for 
accounts, the Income-tax Officer where he' believea that a retunt 
made· under aection 22 (2) is inoorrect or incomplete, haa power 
tI.' call upon an BSBeaaee to attend or to produce or cause to be 'pio-

-t . • . ..' • 
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duoed evidenoe of the correctness of hia return. If an assessee fails 
when required by an order under section 23 (2) to attend or to 
produce evidence in support of hie return, he 18 not liable to any 
penalty under section 61, but failure to comply with such ordere 
haa the result of placing the assessee in exactly the aame poaition 
as a person who failed originally to make a return r see section 23 
(4)], that is, he may not appeal against the order of assessment or 
talie any action other than action under aection 27 as described in 
paragraph 67. If the assessee is a f"egi,tered firm, the Income-tax 
Officer may cancel its registration. 

Under seotion 23 (3), the Income-tax Officer is empowered to 
utilire any evidence bearing on the assessment which he may' 
obtain of his own motion, while under sections 37 and 38, he can 
enforce the attendance of any ,Person for this purpose and compel 
the production of the information that he requires. 

The following special instructions should be observed in calling 
for information from railway administratiov-s:-

(i) The jnformation must be relevant to an individual aBSess
ment. Inoome-tax Officers should not, for instance, ask 
for a oomplete statement of all consignments to or from 
a particular station. . . 

(ii) The demand fur information ml\st be couched in definite 
terms. For instance it must state whether the partiou
lara are required with regard to outgoing or incoming 
oonsignments and name the stationl with regard to 
which the information should be collected. 

(iii) The requisition for information should always be aent to 
the Al{ent of the Railway administration concerned. 
There IS no objection, however, to Railway officers fu:r
nishing information direct to the income-tax authorities 
without the intervention of the Agent where the Agent 
has no objection to their doing 10. 

Section 37 gives power to oall for railway books. ~ 

Except as provided in section 19A and Rules 42 and 43, • 
company should not be required to furnish the Income-tax Officer 
with a return of the persons (with their addre88es) for the time being 
appearing on the share register of the company and the amounts 
of the dividends paid or payable to such persons during fIff1 parti-

• ilUlar peri<lll. Such a duty would be burdenlome to the company 
with no corresponding advantsge to the administration. It i. for 
this reason tlll~t in aection 39 of the Act proviaion is made tllat the 
share register, ·tlle register of debenture holdere and of ~rtgagees 
of any company are open to the inspection of the income-tax 
authorities, who.mayJalsci take copies or cause copies to be taken 
of any entries in such registers. Since the power to inspect, and 
take copies of such relfister i. specifically conferred by lIBOiion 39, 
1i0 income-tax authonues utiliaing th_ special pow_ can be 
Galled 1IpOn to pay any fee for inspection or copies 1lDier the C0m-
panies Act. '., • .. 
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The Bill as originally framed. contained a provision empowering 
an Income-tax Officer to require information to be given regarding 
specific payments shown in the accounts of an assessee where there 
is reason to believe that such payments will become Iliable to tax 
in the ha~ds of the recipients. This particular provision was 
omitted by the Select Committee on the Bill as being entirely 
unnecessary because Income-tax Oflicers have ample powers to 
disallow any payment shown in the accounts of an assessee where 
proof of the payment is not forthcoming. 

Section 37 also provides for the issue of commissions. The soole 
of diet money and travelling expenses for witnesses summoned 
under this section should be that prescribed for attendance in civil 
courts in the Province concerned . 

. 71. Personal attendance of asses8ee.-While section 23 (2) em
powers the Income-tax Officer to require a person making a return 
to attend at his office, under the provisions of section 61 any person 
required or entitled to attend before any ·income-tax authority may 
either attend in person or be represented by a person duly authorised 
by him in writing. The penalty to which an assesiee who failed 
to attend when required to do 80 by an Income-tax Officer was 
liable under the Act of 1918, has been omitted from section 51 of 
the present Act. While there is no obligation on an assessee to 
attend in person at any stage of the assessment proceedings or 
before any incom .... tax authority in connection with any proceed
ings under the Act, and while he may be represented at any such 
proceedings by any person he pleases to authorise in writing failure 
to attend or to be so represented has the result that the assessee 
loses any right of appeal against the assessment. 

It should, however, be particularly noted that the provisions 
of section 61 merely refer to attendance. Returns and verifications 
required under the Act must be signed either by the assessee himself 
or by any duly authorised person. 

It is desirable that tax-payers should be allowed to use whatever 
agency they ploose for the purpose of representing their case; and 
whatever person they authorise to represent tbem whether he be an 

-employe, an accountant or any other person, has presumably been 
selected by them as the person having the best lmowledge of their 
accounts and financial position, and such person is entitled to appear 
before . any income-tax authority and to give explanations and 
produce evidence regarding any points of doubt that may arise. . 

71-A. A"eument of BoflU' Companiu and Firm.. (Sectiot. 
23-A).-The object underlying the introduction of this section is 
to prevent the avoidance of incom .... tax and 8uper-$ax by companies, 
firms or other association of individuala by the adoption of certain 
devices. Where the Incom .... tax Officer is sanded that a company, 
finn or other association of individuals is adopting any of the devicea 
mentioned in sub-section (1) and (2) of section 23-A he should 
obtain the. approval of the Assistant Commissioner to a18e88 the 
individual members on their share of the profits and gains and if 
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it is accorded proceed to assess accordingly. The A88ietant Com
missioner should give the firm, company IJl' association of individuals 
as the case may be, a hearing before he· directs the Income-tax 
Officer to refrain from detsrmining the sum payable as income-tax 
by it and make the asseBBment· on the members. 

Section 23-A is not one of th4J sections mentioned in section 68. 
Consequently "Income-tax" in section 23-A (1) and (2) means 
"Inoome-tax and super-tax". It follows that the Income-tax 
Officer under these sub-sections must refrain from determining the 
amount of their income-tax or super-tax payable by the firm, asso
ciation or company. 

'72. Set-off 0/ 10" under OM head 0/ income agaifllt itlC01ll4l 
under another head.-Under the Act of 1918 it was the aggregate 
amount chargeable under each of the separate heeds mentioned in 
sections 7 to 12 of the Act that determined the total and taxable 
income of an assessee, so that when a person carried on a trade or 
profe88ion and also had an income from house property, if he had 
actually incurred a 1088 from the trade or profeBBion, the figura 
adopted undep,that head in arriving at the aggregate amount of the 
inoome chargeable to tax was nil and not a mintu Bum. Under the 
provisions of section 24 of the Act a 1088 under one head of income 
may now be charged against profits under another in the same. 
yeer. No claim can, however, be put forward on behalf of a minor, 
who has been admitted to the benefits of a partnership, to any set 
off under lub-section (2) of section 24 in respect of his share of the 
1081 sustained by the fum. See paragraph 10. 

Sub-section (2) of section 24 only applies specifically to the case 
of a registered firm but the :Madras. High Court has held that under 
the provision. of section 24 (1) a partner in an unregistered firm is 
entitled to set-off his share of the net 1088 incurred by the firm in 
the same circumstances and to exactly the same extent as a partner 
in a registered firm. It haa been decided to accept that decision. 
The result is as followa. A firm ownin!![ property or having income 
from a busin888 and being in receipt of Interest on securitias would, 
under the provisions of sub-section (I), be entitled to set-off a 1088 
from the business against its inoome chargeable in respect of interest 
on securities under aeetion 8 or property under section 9. But it 
might happen that a firm might incur a n4ft 1088, in which case it 
'WOuld not be liable to tax. Sub-aection (2) specifically providee 
for 8ueh a ease. 

111 ... tMtion.-A firm has property the annual value of which is 
Re. 2.000, h.. inoome from inteiesr on securitiee amounting to 
Re. 1,000 and ('ames on a busineea from which it incurs in eme year 
a 1088 of Re. 10,000. The firm i, entitled under the frovisiona of 
eub-eection (1) of8e<'tion 24 to set-off the 1088 from bU8ln_ against 
~e annual nlue of the property and the intere4Jt on .-urities, and 
Its total income would be .. in ... Ra. 7,000. A who is a partner in 
the firm haTing a share of one-half in the profits thereof, has other 
pel"lOllal int'Ome of Ra. 6,000 from intenst on eenrities. He is 
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entitled under the provisions of sub-section (2) to set-off his 5hare of 
the net loss from the firm (viz., Rs. 3,500) against this personal 
income and would be assessed on a total income of Rs. 2,600. 

Where an individual i~ a partner in two separate firms of which 
one is registered and the other unregistered and has no separate 
personal income, he should be allowed, in dealing with any appli-' 
cation for refund under section 48, to set-off his share of any net 
1088 incurred by the unregistered firm against his share of the 
profits of the registered firm. For example, 'A' having a half 
share in an unregistered firm, which incurred a net loss of Rs. 2,000 
in one year, had in the .ame year no personal income liable to 
assessment to income-tax in his own hands, but had a similar share 
in another registered firm which had made a net profit of Rs. 10,000. 
Such cases will be rare and should be dealt with on the basis of 
real income, i.e., in the case above quoted ' A ' should get a refund 
so adjusted that he shall suffer fina:lly tax of 6 pies in the rupee on 
his real income of Rs. 6,000 minu, Rs. 1,000, i.e., Rs. 4,000. 
The same principle would apply if both firms were registered. 
Where the situation is rever.ed that is where the registered firm 
makes a loss and the unregistered firm a profit obviously no relief 
can be given. . Nor can an unregistered firm claim to set-off losses 

.-of the individual partners again.t the income of the firm. But a 
partner in a registered firm should be allowed to set-off loss incurred 
in his individua:l capacity against his income as pa:rtner in dealing 
with any application under section 48. 

Similarly if ' A ' has a 108S of Rs. 1,000 in business, an income 
of Rs. 1,000 from interest on securities and aJ? income of Rs. 3,000 

• from dividends, he should be allowed to set-off his loss of Rs. 1,000 
agaist his income of Rs. 4,000 and should be taxed on the balance 
of Rs. 3,000. 

In the .... me way, if A borrows money to buy securities or shares 
and the interest on the loan exceeds the interest or dividend that 
he receives, he is entitled to set:.off 'the excess of the interest paid 
over the interest or dividend received against any other taxable 
income. (See Paragraph 28.) 

The correct procedure in such cases is to ascertain the total 
income after allowing the set-off, caIcuiate the tax on that at the 
appropriate rate (apply section 17 if the circumstances justify such 
a course), credit the tax " suffered" on the dividends on the one 
hand and debit any refuuds granted under section 48 on the other 
and collect or refund the balance as the case may be. 

From the/oint of view of equity it is obviously reaeonable to 
allow 8 set-o in these -cases; from the legal point of view it is 
incorrect to argue that section 24 (1) is inapplicable to such CU8I 
on the ground that income from diVIdends or income derived from 
a firm is not (from the point of view of the shareholder or partner) 
income falling under any of the heads mentioned in section 6-
Section 24 (1). Obviously such income must fall under One of these 
heads. otherwise (a) it could not be included in the total income 
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of the shareholder or partner; but it is so inc1uded-ilec'tion 16; 
and (b) the shareholder or partner could in no circumstances- be 
assessed individually on such income, but under section 14 (2) he is 
assessable on such income if it so happens that the company or firm 
bas not been assessed. Consequently such income from dividends 
or from a firm must fall. under one of the heads in section 6. 
Income from dividends should evidently be regarded in the hands 
of the shareholder as income from " Other sources," while income 
from a firm should be regarded in the hands of the partnllr as 
income from "Business". On the other hand the partner or 
shareholder is not an " aBsessee" in respect of such income unlesB 
the firm or company has not been aBs_ed. 

'13. New bu":ne ... -Aa stated in paragraph 14, aBBeSBments 
under the Act are made on the profits of the "previous year". 
When a new business is started, therefore, no assessment will, aB 8 
rule, be made in the first year, and the asseSBment in the second 'year 
will be made on the profits of the preceding year. The only excep
tion is that referred to in the next paragraph. 

'14. Bu.ine"tI clo":ng down.-The only exception to the gene! 
ral rule that assessments are made on the profits of the 'previous 

. year is contained in section 25 (1) where, in order to guard against 
a possible 1088 of revenue owing to delay in making aBBesamenta o~ 
the profits of businesses, profeBBions or vocations that close dowu 
during the course of a financial or commercial year, it is provided 
that in such cases in addition to the aSS8BBment on the income of 
tIle preceding year a further assessment ma:r be made in the year 
in which a busines8, profession or vocation 18 closed down, on the 
income of that year. Sub-section (2~ of that section imposes a 
statutory obligation on persons discontmuing a busin8BB, profeBBion. 
or vocation to give nlltice of such discontinuance within 15 days of 
the discontinuanoe. . 

It is to be noted that these provisions apply only to b1lBin_. 
professions or vocations, that is to say, to profita or gaine taxable 
under section. 10 and 11, and further, that they only apply to any 
husin8BB, profession or vocation on which income-tax WaB not at 
any time cbarged under the provisions of the Indian Income-tax 
Act, 1918. They do not apply to any bUtlin8BB, profession or v0ca

tion on which income-tax had been ch~d under the provision. of 
that Act, aa these are subject to the 8p&C1al provisions of section 25 
(3) which are described below. 

The power to make this additional aBB888D1ent under section 25 
(1) is a di.N'etio""'1l power which may be exercised whether the 
business, etc., is a purely temporary buain888 commencing and 
closing down in the same year. or whether it is a b1lBineae that baa 
been in existence and hes been previously taxed under the present 
Act. It should only be used in cases where .there is l'8a8On to anti
cipate that the tax mar not be oollected unleae the asae ment is 
made in the year in which the buaineae. eto., cloeea down. Where 
th .... is reason to beline that there will be no difficulty in makiDg 
the a..-=ent and rollecting the tax in the usual manner, that is. 
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in the year after the business closes down 'fnd on the profits of the 
year in which it did close down, there is no need to use the special 
powers conferred by this suJl-section. 

The profits 'to be taxed under the provision of section 25 (1) 
are the pronts accruing between the end of the last .. previou8 
year" of which the pronts have been taxed and the date of the 
discontinuanCe of the business. Further, the rate to be applied in 
taxing the discontinued business under sub-section (1) is the rate in . 
force in the year in which the assessment is made. 

Where a business, rrofession or vocation had tax charged on it 
under the provisions a the Income-tax Act of 1918, the provision. 
of sub-section (1) to section 25 cannot be brought into use for the 
assessment of any such business. On the contrary for reasons given 
in paragraph 14, it is, under the provisions of sub-section (3) of sec
tion 25, not liable to tax in respect of profits or gains for the period 
between: till.l"tmd of the last .. previous yf!J8r " and the date of dis
continuance, but is entitled to substitute the profits of that period 
.f\lrthe profits of the last" previous year". For example, in the 
case of a business whose .. previous year" ends on 31st March, if 
it close GOwn on March 31st, 1923, its assessment for 1922-23 will 
be on the profits for the year ending 31st March 1922, or at its 
option, on the pronts of its year ending 31st March 1923. If such 
a concern closed down on 30th April, 1922, it would still be assessed 
in the year in which it closed down, but the assessment would be 
on the year's profit .. to 31st March 1922, or at its option on the 
pronts of the month of April 1922. If, however, the concern's 
" business year" ends on 30th April and it closes down on 30th 
September 1922, its assessment in the year 1922-23 would be on the 

. pronts of its' year to 30th April 1921 or at its option on its profit. 
from lst May 1921 to 30th September 1922. Th,S special provision 
applies only tn'a J)Usiness, profession or vocation on which tax was 
charged under the Act of 1918, and when a claim for this concession 
is made, -iii' must be supported by proof that tax had been charlfed 
under the Act of 1918 in respect of that very business, profeSSIon 
or vocation. 

• An assessee should be.ulowed the benent of section 25 (3) if (1) 
he has (for example) both a business and a profession and discon
tinues only one of them or (2) has more businesses than one and 
discontinues one or more, but not all of them, provided that they 
are genuine distinct businesses for which separate accounts are 
maintained, and not mere branches of a single business. The 
section should, of course, only be applied to the income of eny 
pl'Qfession or business that is actually discontinued. 

. A claim to be assessed under this sub-section may be admitted if 
it is made not later than the end of the year following that in which 
the business, professioll or vocation is discontinued. 

N.B.-The pro~i.ri",.. 0' .edUm 15 e&pp!" fo fM """,pirie It_. Of' If;" 
continuance of a business, profession or vocation aDd do tID' apply to aDJ' 
change in the proprietor.hip, Where there is any change in the proprietor
<hip merely, the pruviaione of section 26 apply Coee paragraph 75-A). 
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Whel'e a business, p,rofession or vocation is completely 'discon~ 
tinued and is not merely transferred from one proprietor or set ' 
of proprietors to another, the person who. carried on the discontinued 
business is responsible for the payment of the tax, and where the 
proprietorship was vested tn a firm, section 44 specifically provides 
that the persons who were members of the firm on the date of 
such discontinuance, are jointly and severally liable ,',to' any tax 
due from the firm. -' " • 

75. Change in the constitution of a firm, ,[Section 26 (1).]
As amended by Income-tax Amendment Act III of 1928, section 26 
now consists of two parts, the first part dealin~ with changes in 
the constitution of a firm and the second part WIth changes in the 
ownership of .. business, profession or vocation. Under section 26 
(1) the assessment on the firm and on the members thereof shall. 
subject to the provisions of this Act, be made as if the firm had 
been constituted throughout the previous year as it Ii ctmstituted 
at the time of making the assessment and as if each member had 
received the share of the ~rofits of the year proportionate to hi&-
interest in the firm at the bme of making the assessment ... • For 8:1:
ample, if ' .\ ' happens to be a member of a firm when an assess
ment is made in the year 1922-23, even if • A • haa newly suc
oeeded to the partnership just before the aeeessment is made. he is 
deemed. for the purposes of both inoome-tax and super-tax. to have 
received out of the profits of the year 1921-22 (which are thejrofit. 
assessable in the year 1922-23) the share to which he woul have 
been entitled had his share in the firm been the same aa it was in 
1922-23 when the Bssessment was made. 

75-A. Svcceuion. rSection 26 (2).l-Thil sub-section applies. 
only to IlBS8S in which a business, proleSSlon or vocation has chan~d 
hands, This sub-section inoorporates the decision ot.. the PrIvy 
Council in the Western India Turf Club OBse~ - '.Phe atseesment; 
should be made on the successor as though Ite had beaQ.,carrying 
on the business, profession or vocation throughout the previaua 
yenr and aa if he had received the whole of the profits for the year. 
The rate of tax payable will depend on the statua of the SUCC888Q1: 

and not on that of the predecessor. • 

If two or more firms amalgamate and are taken over by a new 
company, or if a company already in existence takes over one or 
more firms any loss of one firm can be set oft' against the profim 
of another firm or of the company or 'llice "er.6 in taxing the com
pany in the first year after the 8uccession. A single assessment; 
should be made on the successor in respect of the profits of all Ilia 
predecessors and of hinlself, if he existed in the previous y_. 
taken together. . 

Where a ooneern aplits up into two or mOle IlOIlCBl'llll. each of 
the latter should he assessed on the profim in the ~oua year of 
the corresponding pan of the or~inal buain_ m the Dl&IlDV 
appropriate to its status (i .•.• whether it is a firm or a compan1. 
eto.) whe. the &&BeesmBllt ia made. Where a person diapo8ea of 

,-
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a put of his business to another, thereilt -a succession in respect 
of that part, ana the same lrinciples apply. When a business is 
split up or a portion thereo transferred. it is not correct to make 
a consolidated assessment on the profits of the business as a whole 

_ in the previous year and then apportion the tex between the differ
ent proprietors of the divided parts. . . 

'¥When in the year in which the first assessment is made after. 
suceession to a business has occurred, the successor wishes to adopt 
a. different accounting period from his predecessor's, the request 
1ilio:uld be treated as involving a change of accounting period. If 
the result of this change is to leave an interval between the end 
of the last complete accounting period of the predecessor and the 
beginning of the first accounting period of the successor, the proce
dure prescribed in paragraph 6 above for the assessment of an 
8SSeSSell. 'fhp has been permitted to change his accounting period 
should be followed in all respects, and the nature of the change 
of accounting period permitted, and the conditions on which per

"mission is granted should be clearly recorded by the Income-tax 
Officer fu. his assessment order. 

'16. OrdM" 01 a .. e ........ nt.-When IYl assessment order has been 
passed under section 23, any assessee who applies to the Income-tax 
Officer for a copy of the order must be supplied by tbe Income-tax 
Officer with a copy, free of charge, subject to the following condi
tions:-

<i> that not more than one copy of an assessment order should 
be supplied free, and 

<ii> that a copy of assessment order of a year previous to that 
in which it was passed should not be supplied free of 
charge unless the applicant satisfies the Income-tax 

.. Officer that it is required for his use in some proceed
~ ings which are pending under the Indian Income-tax 

Act, 1922. with reference to the particular assessment 
covered by the order and which are not time-barred. 

Propoeed representations to higher authority which are not cov?,ed 
by any provision of the Act will not be regarded as proceedmgs 
pending under the Act. 

l 77. Notice 01 demand.-The notice of demand referred to in 
.. ection 29 and prescribed in rule 20 draws a clear distinction 
between the cases where an appeal lies against an assessment and 
where an appeal does not lie and shows the appropriate .remedy 
to an aggrieved assessee in either case. These notices of demand 
s1tould, so far as possible, contain the demand both on accouut 
of income-tax and super-tax, and since the total income has to be 
ascertained in every assessment for income-tax in order to. deter
mine the rate at which income-tax Shall be payable on any lDcome 
for which the assessee is responsible for direct pa~ent, and as it 
, on the same total income that super-tax is leVlable, it is desir
able tbat, so far as poasible, in the interests of economy and con-
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, nnience to aB8essees, the assessment both 'of inoome-ta"x and aupe\-
tax should be made simultaneously. . " iP • 

'78. AppeaZ, to Allutant Comnni88ionef'.-The cases ·in 'whicll • 
.an appeal may lie to an Assistant Commissioner against the orders. 
of an Income-tax Officer are specified in detail in section 30., As 
,stated in paragraph 67, it is neoessary that every effort should be 
made to get tax-payers to file returns of income and the restrictions 
,on appeals contained in the proviso to section 30 (1), whicit 
definitely forbid the entertainment of any appeal against an asse~
ment where the Income-tax Officer has been compelled to make the 
.assessment under section 23 (4) [i.B., in cases where an assessee, . 
has failed to make a return or has failed to produce hie accounts 
when called for or has failed to produce any proof of the accuracy 
-of his returns], should be rigidly adhered to. Under no oircum
,stances may any appeal be entertained in those cases. 

Section 30 now allows appeals to the Assistant CommiB8ioneJ: 
.against the refusal of an Inoome-tax Officer to re-open a case under 
'aection 27 and also against the orders of an Income-tax Officer 
imposing a penalty under section 25 (2) or section 28. 

When an Income-tax Offioer has refused to register a firm, no 
.appeal lies to the Assistant CommiB8ioner of Inoome-tax under 
seotion 30 of the Act against non-registration, whether from the 
firm itself or from any partner who re~ds himself as aggrieved; 
aimilarly, no partner in a firm is entitled to appeal under that 
'Section against the validity of a registmtion. Nor can either point 
be taken up in an appeal under section 30 against the _sment of 
the firm or of a partner. An appeal under section 30 lies only 
.against anything decided in the proceedings leading to the aBBeSS
ment, and the decision that a firm is or is not entitled to registra
tion is not reached in those proceedings but in separata proceedings 
'Under seotion 261... 

Commissioners of Inoome-tax have power under' section:,33 to 
interfere with an Income-tax Officer'. order registering a.dirm or 
refusing ,registration. Any party dissatisfied with any order o( an 
Income-tax Officer passed under section 261.., may therefore apply 
to the Commissioner of Income-tax to review such order n¥er 
fiotion 33. 

Where the determination of the precise amount of 1068 sU&
tained by an asseBBee in a partioular year ie material, for uampie, 
'where the assessee ie a firm and the amount of 1068 sustained b:f 
the firm affects the asaeaaments of the partners, or where the 

.amount of dupreciation that can be carried forward is aftectad, 
an appeal should he admitted under section 30 against the Income
'tax Officer's decision as to the amount elf loss nnleas, of course, 
the case has been decided under section ~ (4). 

The form in wlich an appeal must he preeented to tha Aaeistant 
oOommissioner ia specified lD rule 21 and that form must also be 
'Verified in the method prascribed in the &ame rule. Any false 
statement in the eaid '98l'ification ia puniahahle under eection 62. 

I 
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An Assistant Commissioner should not -hear appeals againsfl 

his,- OWn orders passed as Income-tax Officer. When an Income
'tax Officer on' appointment as Assistant Commissioner, acting (lr 
.permanent, is not transferred to another Assistant Commiasioner's
range, appeals against his orders as Income-tax Officer should be 
heard by another Assistant Commissioner appointed under section 
I) (4) to hear such appeals. 
-.• 79. Powers of Assistant Com1Tllissioner in dealing with appeal •. 
(Section 31).-The provisions of this section have been re-worded 
in order to make it clear that the Assistant Commissioner in en
tertaining an appeal has power to remand a case to the Income
tax Officer for report or disposal on its merits and also that the 
Assistant Commissioner is not required to paas orders on the actual 
date of hearing, but may pass orders after the last day of hearing. 

If an appeal, purporting to be an appeal under sAction 30 ia 
filed against an assessment purporting to have been made nnder 
sull-section (4) of section 23, it is not within the competence of the 
Assistant Commiasioner to make an e.>: ~rte order declining to
entertain the ap eal on the ground that reason of the rovisc> 
to sub-section (1~ of section 30 no appeal . es. The appeal must 
be formally heard in accordance with sub-section (1) of section 31 
and a finding recorded on the preliminary iasue whether the appeail 
lies. The decision on this preliminary iSsue will depend on. 
whether the aasessment expressed to have been made under sub
section (4) of section 23 was in fact capable of being made under' 
that sub-section. If the decision on this iasue is adverse to the 
appellant, the appeal will be dismiased on the ground that no 
appeal lies. An order dismissing the appeal on this ground is an
order under section 31. 
. An Assistant Commissioner in dealing with an appeal may 
enhance the assessment made by the Income-tax Officer, but under 
the proviso to sub-section (3) he must first give the appellant a 
reasonable opportunity of showing cause against the enhancement. 
The appellant in such a case may, under section 32, apP8l'1 to the 
Commiasioner against the order of enhancement. 

~ppeals should never be simply dis1Tllis.ed for default of 
appearance-they should always be decided 01& thai .. mwriu. anet 
a reasoned decision written, whether the appellant appears or Dot. 
If the notice of hearing has not been served on the appellant in 
lime to permit of his appearing in person or by pleader at the 
time and place fixed for the hearing of the appeal, the appeal 
should Dot be disposed of, but should be adjourned and a £real!. 
notice iasued to the appellant. 

In dealing with an appeal against an aaseasment under section 
34 the Assistant Commiasioner can deal only with that part of the 
income that has escaped aasessment at the origmal 8888B8lDent or 
with any enhancement of rate at the re-assessment. He must not 
therefore entertain any plea that involves any reduction of the 
amount determined at the original aaseSsment aa the amount of the 
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assessee's income from any source that did not escape asseslh/l~n~ 
at the original aesessment. • • 

80. Appeal, to Commislioner.-No second appeal lies from, 
()rders passed by an Income-tax Officer. One appeal is allowed tq 
the Assistant Commissioner under section 30. The only cases in 
which an appeal may be made to- the Commissioner are against 
special orders l1aesed by an Assistant Commissioner himself, viz., 
an order imposing a penalty under section 28 or an order enhancing 
an assessment in the course of an appeal. No appea:l lies to the 
Commissioner in any other oase. 

81. Commis,ion6f'" power of re'llilion. (Section 33).-The 
period within which an Income-tax Officer may aesess income that 
has escaped assessment is restricted by section 34 and the time 
within which an Income-tax Officer, Assistant Commissioner or 
Commissioner of Income-tax may correct a mistake apparent on 
the face of the record by section 35. The Commissioner aCUng 
under section 33 cannot extend this period of limitation thou~h 
he can revise,· after it has expired, action validly taken withm 
it. If a Commissioner of Income-tax desires to exercise his 
power of revision in any oase where more than a year hae elapsed 
since the passing of the last order by the subordinate authority 
he should not do BO without first consUlting the Central Board of 
:Revenue. 

Where in consequence of any appellate or revisional order, or 
any decision of a High Court on a reference, the assessment of a 
firm is modified in a manner entitl~:~ any partner to a reduction 
of the tax imposed on him individ y, and for any reason such 
relief cannot be given by the Assistant Commissioner in the exer
cise of his appellate powers, the Commissioner of Income-tax aho'llld 
make the reduotion under section 33 regardless of the period of one 
year mentioned above. 

The Commissioner need not make a personal enquiry, if any 
cquiry is neoeaBU¥, before exeroising his powers of revision. He 
may cause an enquIry to be made by a subOrdinate officer. 

>fhe power conferred by this section on a Commissioner caD 

only be exerciaad onoa in any particular oaaa. A Commiaeioner 
who haa onoe .. declined to interfere" under t.hia section is de
barred from lubeequent aotion under that section just .. he would 
be if he had passed an order modifying the asseaement. 

An order under aeotion 33 merely declining to interfere is not 
an order .. prejudicial to the eneseee". A Commissioner is 
therefore not bound to hear an asaes_ or hie representative befora 
rejecting a revision petition. The Act, of course, does Dot contem
plate such petitiona. 

Tha decision of a Board of :Referees under section 33-A is not 
tlub~ect to appeal to any Income-tu: authority and' cannot be 
reVIsed by the Commissioner in exercise of hie powers under section 
33. 

8l-A. R./ttrtlftCtI Co Board oj R~JtlNU. (SectioR 33-A).-No 
tima is prescribed in suh-aection 3 of aection 33-A within which 

12 
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the Commissioner should refer an appeal to a Board of Referees_ 
lIat every effort should be made ~ aioid delay in making thes& 
-references. So far as possible the reference should be made within 
~O days at most of the receipt of the appeal. 

82. Assessment of income which has esoaped a88elBment in 
previous years.-Under the provisions of section 34 where income
chargeaole to income-tax has escaped assessment in any financial 
year or has been assessed at too Iowa rate, the Income-tax Officer 
may commence proceedings at any time within one period of 
twelve months reckoned according to the Gregorian Calendar from 
the end of the financial year in which the income 80 escaped assess
ment in order to get a :fuM or proper assessment. All that section 
34 ,requires the Income~tax Officers to do within the statutory 
period of one year is to commence proceedings for assessment. It 
is not necessary that the proceedings should be completed within 
thai? period. . 

A notice under section 34 need not specify the detailed ground .. 
on which it is proposed to re-open the assessment. 

The following form has been prescribed for the notice nnder
section 34 :-' 

Notice under Section 34 of the Indian Income-tall ..Act 
(XI-22.) 

To 

Income-tax office. 
Dated 

\;wnereas I have reason to believe that your income from 
chargeable to income-tax -in the year ending the 31st March 1.9 

(a) has wholly /partiaily escaped assessment, 
(b) has been assessed at too low rate, that is to say, at 

pies in the rupee instead of at pies in the rupee, 
and I therefore propose-

(a) to assess the said income that has escaped assessment, 
(b) to re-assess your said income at the correct rate as afore

said. 
I hereupon require you to deliver to me not later than 

or within 30 da'ls of the receipt of this notice, a return in the
attached form 0 your income from all sources chargeable to. in

. come-tax during the said year ending 
Income-tax Officer. 

8 
I. T. 90. 

• Bere enter source. 
(01. (b)-Uoneoils8a!'J' portio"" to be otruck out. 
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If it appears at any stage of the proceedings that na income 
hRS escaped assessment or been assessed at too Iowa rate, the In-. 
come-tax Officer must promptly stop the proceedin~s.. It iii not ... 
intended that when a man has concealed part of hiS lUcome and;· 
the Income-tax Officer is proceeding to assess the inoome that· has; 
escaped taxation, the assessee should be entitled to have an assess
ment that has already become final re-opened. Still less is it 
intended that the Income-tax Officer should be invested with wide 
powers of revision or review merely becanse h.e has formed a mistaken 
impression that certain income has escaped assessment or been 
assessed at too Iowa rate. His powers under section 34 can never 
be used, therefore, to effect a reduction of· tax already levied. 

When income that escaped assessment or was asseMed at too 
low a rate is subse'l.uently assessed or fully assessed, the proviso 
to section 34 makes it clear that the rate applicable to such assess
ment or re-as,essment is the rate in force at the time when the 
income should originally have been so assessed. 

As regards appeal against an assessment under section 34 please 
see last sub-paragraph of paragraph 79. 

83. Recti/ioatiOft of mi.ta~ •• ... a .. e"mentl. (Section 35).
The power conferred upon the Commissioner or Assistant Commis
sioner of Income-tax or the Income-tax Officer by section 35 to 
rectify a mistake, whether on his own motion or on the application 
of an aSS8ssee, is confined to the rectification of. mistakes patent 
from the facts or doouments which were before him when he passed 
his revisional, appellate or original assessment order, 88 the case 
mav be. Thi. section d081 not confer on the Officers general power 
of "review or authorise any assessee to introduce any new facta 
in connection with the said assessment. An Inoome-tax OffioeV" 
should Dot correct mistakes iD casesthait have been dealt with by 
the Assistant Commissioner OD appeal .or the Commissioner of 
Income-tax in revision without a reference to the Assistant Com
missioner or the Commissioner of Income-tax 88 the case may be. 

M. Elimination of pie. from auemnent.-Section 36 provides 
that in income-tax assessments or refunds fractions of an anna less 
thau six pies shall be disrell'arded, and fractious of an anna equal 
to or exc ... eding six pies shall be re!l'8rded as one anna. This 
provision hilS b""n made for the purpose of eliminating fractions 
of an anna from the accounts. 

Income-tax Officers should also be instructed not to attempt to 
work out the Income-tax due on fractions of a rupee. Fractions 
of a rupee in i"come should be entirely disregarded. 

85. Inrome from fJf"Ol'~t"., ;,.. ,,,,,,,riti .. , trte., h~ld .. rule!' 
T""t. (Secti"", 10 anti 41.)-Where any "lroperty" (in the 
widest sense, but exeludin!\, a businese) is hel under Trust, the 
own .. r of that property. for the purposes of the Income-tax Act, 
i. the b .. n .. ficiarv and the iucom .. is the income of the ben .. fieiarv. 
The A~t does not permit of double taxation in the case of Trusts. 
rit .. onee in the hands of a trustee and again in the hands of a 
beneficiary. Under these sections, the guardians, trustees, agents, 
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<Jourts of Wards, etc., are required to pay tax on income, profits 
~r gains received by them on behalf of beneficiaries in the same 
manner and to the same amount as the beneficiaries themselves. 

The following instructions should be followed in the assessment 
~f such income: - . 

(A) In cale. not. falling 'Under .ectioM 40 or 41, the Trustee 
is merely to be regarded as an Agent. Receipt (actual or notional) 
«)f the income by him, or acrual of the income to him, is equivalent 
to receiEt by or accrual to the beneficiary. Whether the income 
be distrIbuted or allowed to accumulate, the beneficiary is to· be 
assessed in respect of it. There is no provision for taxing the 
Trustee in respect of it .. The beneficiary may. of course, apply 
for any refund that may be due. The Trustee cannot do so. 

(B) In cases falling 'Under sections 40 or 41, the position is the 
'Same except that the Act here provides for recovery of the tax 
from the Trustee. (a) Where the T",utee holds the entire property 
in the widest sense of the beneficiary, the assessment should be 
made on the Trustee, the tax will he recovered from him and he may 
apply for refunds. The assessment will be made as though the 
income from the trust property were the total income of the Trustee. 
The assessment will of course be quite distinct from that on any 
~ther income in respect of which the same person may be Trustee 
and from that on the Trustee's own individual income. (b) If the 
Tnutee does not hold ~he entire property of the beneficW.ry, the 
assessment on the total income of the beneficiary will be made in 
the name of the beneficiary and the tax in respect of so much of 
the income as is received by the Trustee will be recovered from the 
Trustee, who may also apply for any refund due in respect of such 
part of the income, which refund will be calculated with reference 
to the total income of the beneficiary. These instructions are 
equally applicable alike (a) where the Trustee simply receives divi. 
dends, interest on securities or other income on behalf of, and pays 
such income to, the beneficiary, and (b) where he receives dividends, 
int<!rest, or other income on behalf of the beneficiary and paye a 
fia:ed s'Um out of the income to the beneficiary. If the balauce of 
sucll income accumulates for the benefit of the beneficiary, it is to 
be regarded as his income of the year in which it accrues or arises 
to or is received by the assessee. 

85-A. Income from' b'Uliness conducted by Tnutee •. -Where 
a bwine81 is oonduc~d bV a Tnutee or Trustees on behalf of bene
ficiaries, the assessment 18 to be made on the Trustee or Trustees 
conducting such business, whether section 40 or 41 is applicable 
or not. If there are Trudees, they should be treated as an associa
tion of individuals (see jud~ment of the High Court, Lahore, in 
Hots Trustees 1Je,r81l.s CommIssioner of Income-tax, Punjab Refer" 
ence No.8 of 1930). The tax will be 8B8essed on and recovered 
from the Trustee. In the hands of the beneficiary or beneficiaries, 
the income of a business thus conducted by Tru.tees will not be 
taxed again. [Section 14 (2) (0)]. It will,. therefore, be treated 
exactly as though it were a share of the profits of an unregistered 
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.firm. Its inclusion in his total income may raise the rate of tax. 
leviable on the remaining income. of a beneficiary or render that. 
income liable to super-tax. The Trust income In the hands of 
the beneficiary should not 'ita.ll be subjected to super-tax a second. 
time, if it has borne super-tax in the hands of the Trustees, though. 
legally it is liable to be so subjected. . 

If such a business is conducted by a single Trustee, the same· 
principles will hE> .applied. 

86. Non-f'e,id8nb. Income other than from busin.SI.-Under 
section 4 (1) tax is payable in respect of all income, profits or gains 
acoruing or arising in British India or deemed under the provi
sions of the Act to accrue or arise or to be received in British India, 
whether the recipient resides in British India or not. There is 
little difficulty regarding income arising in British India and 
receivable by non-residents under the heads "salaries," " interes~ 
on securities," "property," "professional earnings," or "other 
sources." In cases of income from " interest on securities" and 
.. salaries·" income-tax is deducted at the source, and in the case 
of income under the other heads a non-resident is usually repre
sented by an agent ~section 42 (I)). No difficulty has been 
experienced in determming whether mcome under any of those 
heads is taxable. 

87. Non-residents. Income arising from businell in India.
There is no precise definition in the Act which can be used as .. 
test for determining in every particular instance whether a non
resident is or is not carrying on business in British India and how 
the amount of taxable profits is to be arrived at. Section 42 of 
the Act contains special provisions regarding non-residents, and 
rules 33 to 35 prescribe the manner in which and the procedure by 
which the income, profits and gains may be arrived at in the case 
of non-residents. Instances are given below of the method to be 
adopted in dealing with typical cases: 

(1) Indian bt'/Jnchu 01 non-f'Ssidmt ft...."., are liable to ass8ae
ment under the Act. In order to secure an aocuratt. assessment 
in such cases. sections 22 (4) and 37 enable an Income-tax Officer 
t~ require the production of the balance sheet and profit and 1088 
account of the firm as a whole in addition to that of the Indian 
branch. and also to require the submission of a detailed statt.ment 
of all the profits credited to the personal account of the head 
office on account of tranesctions carried out on its beh.all. In 
some instances. however, the form adoptsd for the accounts and 
balance sheets of the head office or the Indian branch does not 
enable the share I>f profits properly due to the Indian branch to 
be aoourately gauged. while there are certain firms which keep 
no accounts at all either at their head office abroad or at their 
branoh offices in India. Rule 33 gives Income-tax Officers wide 
powers to determine how the profits of the Indian branch shaD 
In these circumstances be calculated and enables them to fix as the 
income of the Indian branch for assesament purpOlle8 either .. 
percentaga of the tum-DYer of the business done by the branch 
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or, where this procedure proves unsuitable, an amount which bears 
the same proportion to the total pI'ofits of the business as the 
Indian receipts bear to the total receipts of the business, or, where 
ne~ther of the above me~hods proves suitable,. any other m~re 
reliable method of calculatIon. In the case of ShIP'pIng compames 
in- particular the most suitable method of assessing the Indian 
branch is usually to calculate tax on the same proportion of the 
total profits of the company as the Indian receipts of the company 
(meaning thereby the sums received either in India or elsewhere 
on account of goods shipped or passengers carried from India) 
bear to its total receipts. In the special case of the Indian 

branches of non-resident insurance companies (life, marine, fire, 
accident, burglary, fidelity ~uarantee, etc.), it will probably be 
found both feasible and eqUItable to adopt the proviSIOns of rule 
."35 and assess these branches on the proportion of the total profits 
of the companies corresponding to the proportion which their 
Indian premium income bears to their total premium income. 

(2) Indian fi,."., allied to 1I01I-Tuident /irtnI o/which they Me 
not technically either branches or agencies often succeeded in the 
past in escaping their proper taxation by a manip,ulation of 
accounts with the parent non-resident companies. To cite an 
example, a foreign firm dealing in aniline dyes was registered as 
a separate limited liability companY' in India with a capital of 
Rs. 20,000. The shares were never placed on the market in India, 
but, with the exception of small holdings by managers in India, 
were all held abroad. The registered capital was nominal in 
comparison with the value of tbe stock-in-trade and the parent 
company abroad sold to the subsidiary Indian company at a price 
leavmg a margiu just sufficient to cover the expenses of the subsi
aiary company, or causing an actual loss to be shown. Section 
42 (2) of the Act is desip1ed to prevent a subsidiary Indian firm 
or compauy from benefiting by such a manipulation, and enables 
an Income-tax Officer to assess it on the .profits which may rea.
sonably be deemed to have been derived from its Indian business, 
while, where any difficulty is experienced in arriviog at a basis 
for assessment, assessment on a percentage of turn-over, or other 
suitable method can be adopted under rule 34. It is to be noted 
that the provisions of section 42 (2) are not applicable where the 
parent non-resident firm or company is constituted within the 
British Empire and that the liability to assessment is placed on the 
subsidiary Indian firm as a principal and not as an agent. 

(3) Indian agenu 0/1I01I-Tesident fif"11l4 01 ",hich they are not 
technically either brancheo or mbsidiary fi,."., are liable for the pay
meut on account of their principals, of the tax on theirjriucil'als' 
Indian profits under the provisioDs of sections 42 (1) an 43 of the 
Act. It will be observed that these provisions permit the levy 
of the tax on a non-resident's business not onlv where he has estab
lished a regular agency in India but also where he conducts his 
bU8!ness regularly through a particular agent or casually through 
vanous agenu. In thia case it is not necessary that anything of 
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the nature of a regular agency should exist in order to make the 
profits of a non-resident chargeable in the name of an agent. 
'l'hey are so chargeable even when the only connection between the 
non-resident and the person acting as his sgent is that that person 
is ordinarily and regularly employed as a». agent by the non
resident. The Government of Inaia do not, however, desire that 
in practice the liability to assessment should be enforced except 
where something definitely of the nature of an agency exists and 
in particular no attempt should be made to tax the profita of a 
coMignlltent bUlinell pure and simple, merely because the non
resident consignor habitually uses a particular resident as his agent. 

In all cases it will be a question of fact whether the connection 
between the non-resident and the resident is such that an agency 
can be held to exist. .. Agency" for the purposes of this section 
should be interpreted to mean a regular, not casual, agent and ona 
whose relation to the non-resident principal is such that the prin
cipal may reasonably be held to be trading " in the country" and 
not merely "with the country". If, for example, there is no 
privity of contract between a foreign principal and a resident who 
purchases the foreign principal's products through another resident 
or if the resident vendor has to bear nny bad debta arising out of 
luch transactions, the resident vendor is not to be treated as the 
agent of the non-resident. Even if a non-resident does not bear 
bad debts, he will be considered to be trading in the country (if 
there i.t privity of contract) if the agent receives a del credere com
mission, i.e., an additional commi88ion in consideration of 
guara!lto;ein~ the non-resident .against b~d debts, or if .the rate of 
commlS810n IS so unusually hIgh as eVidently to be lnten'ded. to 
include a del credere commission though none is specifically 
lUentioned. It i. doubtful whether it i. practicable to formulate 
for the guidance of Income-tax Officers any more definite principles 
than those stated above; but the following examples may serve to 
indicate the lines on which decisions shoUld be reached;- • 

(a) 

(ll) 

D, a distiller in Gla8~", has agreed to sell to no one in 
Inllia except A, his A~nt, provided that A gives B 
aU or an agreed proportion of his trade. A purchases 
from B and sell. to the trade at his own rates, and all 
bad debta are A's. No attempt should be made to tax 
D on his profits. Hia position, in spite of his supple
mentary agreement with A. is mM'elv that of a seller 
to an Indian consignee wbo takes the' risks or profita of 
the trade in India. 

A, an Indian resident and a large oupplier of mill stores, 
has a monopoly for the sale in India of the belting of 
a non-resident B. A is paid commi88ion by B on all 
orders he ... nds either for his own stock or risk or in 
execution of orders obtained. He does not confine his 
purchul'8 of belting to B. H .. stands all loss from bad 
d .. bta aud fixes the prices to be asked for the goods 
Here again the position of B is merely that of a sell"; 
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to an Indian consignee, and no attempt should be made 
to tax B's profits. 

(c) A is the Indian agent for hardware and sundries of B, a 
British manufacturer. A receives salary and commis
sion from B and bad debts fall on B. Here there is a 
regnlar agency and B's Indian profits should be taxed 
through A. 

(d) A is the Indian agent for B, a firm in an Indian State, 
who consigns goods for sale in ~ombay and (:Jhina 
through A. The business is purely a consignment 
business and B's profits on his Indian trade shoUld not 
be taxed. 

In all these cases A's remuneration or profits as agent are 'liable 
to the tax. 

(4) Casual agent. for non-resident firms to whom gOOtU are from 
time to time consigned have been dealt with in (3) above and no 
attempt should be made to tax the profits of a non-resident through 
'the agent on this class of business. 

(5) A. regards - t=ation of intere.t on money lent by a non
relident to a relident in British India, it has been held by the 
Privy Council in the case of the Bombay Trust Corporation as agent 
.of the Hongkonl!' Trust Corporation that there can be a busineSs 
.connection withm the meanmg of sections 42 and 43 of the Act 
!between a resident borrowing money from a non-resident and a 
mon-resident lending money to a resident, and that the former can 
be treated as the statutory agent of the latter, under section 43 
'Of the Act. This decision is to be followed wherever it is appli
-cable. Where, however, a resident takes for a short period, a 
-casual and isolated loan from a non-resident with whom he has 
.no regular. or continuous dealings, it need not be held on the 
-strength of that fact alone that there is a business connection 
withfu the meaning of the ~bove section and that the resident is 
!liable as agent on the interest paid to the non-resident. 

In the Madras High Cou.rt Case No.4 of 1921, Chief Commie
'sioner of Income-tax, Madras, ver'u, Bhanjee Ramjee &: Co. (I, 
'Srinivasan Tax Cases, page 147), it has been held that a person 
who is not a resident in :British India but to whom income msea 
-or accrues through business connections in British India is ass_ 
,sable to income-tax under sections 4 and 42 (1) of the Act whether 
'he is a British subject or a foreigner and that the provision in the 
latter section that such income shall be taxable in the name of the 
.. gent of any such person does not mean that it is not chargeable 
unless assessed in the name of an agent. It will be clear' from 
section 42 (3) that the entire profits of a branch or agency of :l 

foreign firm importing goods in British India are liable to In 
in British India irrespective of where the profit, 'lcM'ued or arose, 
fthd whethe~ received in British India or not. Thus if a foreign 
manufacturer has an agency or branch in BritIsh Tndia :lnd ~ell. 

- .his produc,s thrcugh it in British India, he is liable to tax on hiB 
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maltufacturing profits as well as on the merchanting profite-whil& 
a foreign head office is not allowed to charge a notional commission 
to its branch or agency in British India on goods exported to the
branch or agency and sold by it in British India. 

If it is desired to assess a non-resident who has no resident agent 
through whom such assessment can be made, and whose entirl' 
inoome also cannot be taxed at source or indirectly, a notice under 
section 22 (2) should be served upon him as early as I.'ossible in 
the year by registered post (acknowledgment due) allOWing plenty 
of hme for the return to be made. If he then fails to make a 
return, or to oomply with subse'l.uent· notices calling for the 
produotion of acoounts, eto., (in which also ample time should be 
allowed for oompliance), an assessment may be made under sect.ion 
23 (4). When servin~ such notices on It non-resident, he should 
be mvited in a covermg letter to appoint an agent to represpnt 
him for inoome-ta:t purposes in India. 

A person whom the Income-tax Officer has decided, after due .. 
notice aad hearing under seotion 43, to treat as the agent of A 
non-resident, is not entitled to appeal to the Assistant Commis
sioner against the Inoome-tax Officer's order until an assessment 
has been made. But it is open to suoh person to petition to the 
Commissioner of Inoome-tax against the Income-tax Offioer's order 
before an assessment is made; and Commissioners of Income-tax 
are authorised to dispose of suoh petitions under section 33 of the 
Act. 

Non-residents whose inoome arises in more than one province, 
and who are assessed direct, and not through statutory agents under 
Section 43 of the Act, will be assessed by the Income-tax Officer, 
Non-residents Refund Cirole, Bombay, who will also deal with appli
cations from them for relief, whether under Section 48 or under 
Section 49 of the Indian Income-tax Act, 1922. 

Non-residents whose income arises in a single province, and 
who are as.eBBed direct, and not through statutory agents under 
Se~tion 43 of the Act, will be ans888ad by a special Income-tax 
Officer appointed by the CommiBBioner of Inoome-tax in each 
province. When he starts 8BBessment proceedings, the special 
Inoome-tax Officer should inform the non-resident that if he is 
entitled to any refund, he should fill in the neceasary forma and 
present his claim to the Income-tax Officer, Non-l'e8idents Refund 
Circle. At the same time, the Inoome-tax Officer should inform 
the Income-tax Officer. Non-residents Refund Circle, that he haa 
started assessment proceedings against the person concerned, and 
that the amount of any refund due should be communicated to him 
for adjustment against the tax due from the non-resident. If the 
lUIS_ee doee not apply for any refund, the special Income-tax 
Officer should &S!IeSB him without allowing any adjUstment and 
recover the tax. If the 11.8888888 applies for a relund subsequently. 
the N on-reaidente Refund Circle should consult the special lncome
tax Officer and should not make the refund unl_ tile tax due haa 
already been paid in full. 
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These instructions will apply equally to local Income-tax Officer" 
assessing non-residents through their statutory agents under 
Section 43 of the Act, and they also should inform the parties 
concerned and the Incom&-tax Officer, Non-residents Refund Circle, 
as stated above. 

See also paragraph 91 as to the time within which arrears of 
tall: due from a non-resident may be recovered. . 

88. Depreciation in assessing shipping compani.,.-The follow
ing instructions should be followed in regard to the treatment of 
depreciation in assessing shipping companies the whole of whose 
profits or gains neither accrue nor arise nor are received in 
India:--
. If a com)?any furni~hes annual accounts for the whole of its 
'business, IndIan and foreign, the second method provided by Rule 
·33 should be applied. Depreciation has onlv .to be considered in 
'Calculating the world-profits. These are to 'be calculated accord
ing to the Indian Income-tax Act. Profits calculated according to 
'the United Kingdom Act will, therefore, require certain adjust
ments. Deductions permitted in the United Kingdom but not 
permitted in' India will have to be added back and deductions 
permissible in India but not permissible in the United Kingdom 
will have to be allowed. If any company however prefers to claim 
the depreciation allowed by the United Kingdom Income-tax 
authorities, the Commissioners of Income-tax may adopt that figure. 
Otherwise depreciation will have to be calculated according to the 
Indian rules. What follows applies to the calculation of depr&
dation according to the Indian rules. For this purpose, a com
plete depreciation record has to be maintained for the entire fleet. 
Depreciation begins to run from the first year in which the Com
pany is "aseessed" in India. that is, the first year in which its 
profits (or. Joss) were determined for the purpose of deciding 
whether it was liable to Indian Incom&-tax. Unabsorbed depr&
ciation, i.e., any balance of depreciation which cannot be allowed 
in any year owing to the profits not sufficing to cover the full 
amount permissible under the Indian rules will be carried forward 
and allowed as far as possible in calculating the world-profits 
according to the Indian method in the following year and if neces
sary in subsequent years. What has been aaid above about 
depreciation applies equally to obsolescence. 

The proportion Indian receipts I Total receipts is applied to the 
wol'ld-profits calculated according to the Indian method (if there 
are any such profits) and the resUlt is the Indian income liable to 
tax. No further deduction is permissible from the amount thus 
arrived at on account of depreciation (unab.orbed or otherwise) or 
anything else. The due proportion ol all allowances permissible 
id automatically set off against the Indian profits by the above 
method. "'. 

This method is equally applicable whether a Company works 
out the profits for each voyage or follows any other method of 
eccounting provided that it prepares complete annual accounts for 
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;the whole business,.Indian ~nd foreign, and furnishes the accounts 
-of gross receipts, Indian and foreign. 

Some lines do not furnish complete annual accounts for their 
world business. They keep separate complete annual acoowits for 
their Indian trade-that ie, for all " round voyages" to and from 
Indian ports. The proper course ie then to apply the method jusb 
-described treating the profits ef the Indian trade and the gross 
:receipts of the Indian trade as though they were the "world
profits" and the .. world receipts" respectively. In fact the 
business other than the Indian trade ie ignored. 

A difficulty sometimes arises in such cases owing to the fact 
that the ships employed in the Indian trade are constantly being 
-changed. Unless United Kingdom depreciation is accepted as 
indicated above a depreciation record will have to be kept for 
.every ship employed at any time in the Indian trade. Deprecia
tion must be allowed on each ship employed in the Indian trade in 
.a given year and the allowance must be a proportion of the annual 
rate calculated with reference to the number of days spent in the 
Indian trade whether at sea or in harbour. A:Jiy unabsorbed ~. 
'l'8oiation in any year must be distributed among the ships in the 
Indian trade in that year in proportion to the capital cost of each, 
.and the unabsorbed depreciation thus allotted to any shiJil can only 
.be allowed in any subsequent year against the lame Ihlp. 

The allowance should cease:-
(a) on ahips included in the Heet in the first year in which 

the Company becomes liable to assessment in India 
(irrespective of whether it was actually found to have 
a taxable income in that year or not), after the twen
tieth year beginning with that year; 

(b) on ships subsequently added to the Company's Heet, after 
they have been borne on the Heet for 20 years. 

In both cases the period may be extended proportionately, 
-where the United Kingdom depreciation ie allowed in calculating 
the .. profits of the Indian trade" which take the place as already 
_plamed of the .. world-profits ... 

Obsolescence cannot be allowed in these cases. 
89. British Shipping Companiu-A .. sl..,.""t o/.-When as

sessing Hritiah Shippmg Companies, the Income-tax Officen: should 
accept a certificate granted by the Chief Inspector of Tax .... in the 
United Kingdom stating (1) the ratio of the profits of any ac
counting period as computsd for the purposes of the United King
dom income-tax oomputsd without making any allowance for wear 
and tear to the grose earnings of the Company's whole Heet and 
the ratio of the United Kingdom allowance for wear and tear to 
the gross earnings of the whole Heet, or (2) the fact that there 
were no su~h profits. The expression • ~roS8 earnings of the Com
pany's whole Heet' means the total reoe.tpts of the Shipping Com
~y, excepting only receipts from non-trading 8Ourcea, such as 
mcome from investments. The following instruetions ahould be 
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observed where British Shipping Companies co~espo~~ direct. wit!! 
Income-tax Officers and not through an Agent ill British IndIa:-

1. Where a British Shipping Company which corresponds 
direct with an Income-tax Officer, is unable to furnish 
its return of income bv the prescribed date, it will obtain 
an extension of time' from the Income-tax Officer; but 
every: effort should be made to file the return as early as 
possIble. . 

2. The Income-tax Officer will make the assessment as sO<1n as 
possible after receiving the return and in any case 
within one month. 

3. The notice of demand will be issued on the shipping com
pany's agent in accordance with the provisIons of the 
Income-tax Act and a copy of the assessment order will 
be sent to the company direct. The company will 
arrange with its agent for the despatch to it of the 
notice of demand. 

4. Provided that 'the notice of demand can be issued on 0.

before January 15th, the period allowea for payment 
will be sixty days. If the demand is made after 
January 15th the period will be shorter. 

5. For the purpose of sub-section (2) of section 30 of the 
Indian Income-tax Act, 1922, the Assistant Commis
sioner will regard it as a proper extension of time to 
allow the shipping company to file an appeal up to the 
date on which a reply could be received from England 
if that reply were despatched by the mail in the week 
following that in which the notice of demand and the 
copy of the assessment order reached, or could be 
presumed to have reached, the company. 

6. The demand must be met within due date unless the Income
tax Officer agrees to give the a~ent further time for 
payment. But in any case the demand must be paid 
before the end of the financial vear. If a demand has 
been paid before the decision of an appeal where one 
has been filed and the appeal results in a reduction of 
the aSgessment, a refund will promptly be granted in 
the ordinary course. 

90. Occasional .hipping.-(Tramp ,teamer., etc.).-Only one 
pe:son ('~ be taxed under ~apter V-A in respect of a particular 
.hI~ taking up passengers, hve-stock or ~ods at ports ill British 
Ind,a, and that person is the "principal" within the meaning of 
section 44-A. Such principal may be either the owner or the 
charterer of the ship. It will be a question of fact in each ca"" 
in which the ship has been chartered by the owner to another person 
whether the owner or the charterer is the principal. 

Chapter V-A i. only applicable where the prin~ipal: -(1 I 
carriee on business in British India as the owner or charterer of 
a ~hip, (2) does not reside in British India, Bnd (3) does not employ 
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an a~ from whom the tax would be recoverable under section 
42. ere there is no charterer the owner will be the principal. 
Where there is a charterer it will be a q,uestion of fact whether 
he or the owner is the principal. The busmess of which the profita 
are to be calculated and assessed for income-tax under Chapter V-A 
.is the business of carrying pass~ngers, live-stock or goods shipped 
at ports in British India, and the rerson to be taxed is the person 
~referred to in Chapter V-A as the )?rincipal ') who carries on that 
:business, but does not reside in BritIsh India, and does 'not employ 
any agent from whom the tax would be recoverable under section 
42. The criterion to be a)?plied is, "who is the person to whom 
'Or on whose behalf money IS paid or payable on account of carriage 
'Of passengers, live-stock or goods from a port in British India P" 

Generally speaking, where there is what is known as a ' Time 
.charter,' under whicli the owners may be said to let the ship out 
Ito the charterer for a fixed sum for a certain period, during which 
ihe owners retain no further control over the vessel or her move
oments, the owners cannot be held to be carrying on business in 
British India, or even to have a • business conneotion ' in British 
India, and are therefore not liable to Indian income-tax either 
'Under Chapter V -A or under section 42. 

Where, however, the ship has been chartered under what is 
'known as a '-Voyage' or ' Trip' Charter the position is dilferent. 
Under this kind of Charter party, the charterers are practically in 
the position of brokers, who guarantee to secure a certain quantity 
'Of cargo for the owners at certain rates of freight. If the full 
.amount of freight cannot be secured, the charterers are liable to . 
make good the deficiency. Any suoh deficiency is to be paid by the 
-charterers to the Master, on behalf of the owners, in cash, minlU 
a certain percentage, at the time and place of loading in India. 
!Similarly, if freight is secured in exoess of that stipUlated, the 
Master of the ship is to pay such excess to the Charterers, at the 
time and plaoe of loading, by demand draft on the owners on 
London. The Bills of Lading are signed by the Master on behalf 
of the owners; and the cargo as eoon 8S shipped is therefore in the 
Mnstructive possession of the owners; and at their risk. The ship 
i~ usually consigned to the Charterers Of' their agenu, who look 
after its interests when in port, and for doing 60 are paid a com
mission by the owners. The owners also pay brokerage. In such 
a 08S8, ilie owners are carrying on business in British India through 
iheir agent the Master,. who receives cargo on their behalf, and 
receives and makes payments on their aooount in British India, 
'And thus the nwners having no Nlgular or permanent agent in 
British Indi .. are liable to tax under Chspter V-A on the profits 
-of the business conduoted by the Master on their behalf. 

If a ship has r.rrived in a British Indian port, either on owner's 
ec~ount or under a charter and the non-resident owner. or the 
'lion-resilIent charterer, causes the ehip to be chartered, or transfers 
ihe e:s:istin~ charter, or effects a 8Ub-eharter of the _I. 8S the 
~8se may be, 8l\~h a transaction, thou~h it does constitute ,the 



90-91] 238 

carryin\l' on of business in British India by the non-resident, doe& 
not of Itself amount to carrying on business within British India 
as the owner or charterer of a ship within the meanin(!' of Chapter 
VA. But if the ship is loaded in any British Indian port the 
question whpther the non-resident owner or the non-resident char
terer is assessable to income-tax under Chapter VA must be decided 
on the principles stated above. Whoever of these two persons_ 
causes the ship to be loaded with cargo, and is paid the freight 
for carrying such cargo, is the person who carries on business 
within the meaning of section 44-A. 
, 91. Method of the recovery of the ta.t.-The Income-tax Officer 
is responsible for the recovery of the tax whether the demand re
presents the tax assessed by himself under section 23 or sub-section 
(4) of section 23-A or whether it represents an enhancement made 
by the Assistant Commissioner on appeal under section 31 or by 
the Commissioner in exercise of his powers of review under section 
33. Notices of demand under section 29 or under clause (iii) of 
sub-sention (4) of section 23-A in the form prescribed in rule 2~ 
should be issued at as early a date as possible after the assessment 
is made under section 23 or sub-section (4) of section 23-A or when 
intimation is received of orders of enhancement from superior 
authorities in order that the tax may be promptly collected. The 
fact that an appeal has been lodged against an assessment should 
not stop the collection although the Income-tax Officer is em
powered, under section 45, in his discretion to treat an assessee 
as not being in default until an appeal is disposed of. When the 
Income-tax Officer considers that an appeal i9 a bona fide appeal, 
he should in exercise of his discretion under section 45 require the 
assessee -to pay the portion of the tax that is not in dispute and 
should, under no circumstances, delay the collection of that portion 
of the tax w\tich is not disputed in the appeal. Similarly section 
66 (7) of the Act provides that a reference to the High Court shall 
in no way stop the collection of the tax. 

When the tax is not paid within the time prescribed in the 
notice, or, if no such time is prescrihed, by the first day of the 
second month following the date of the Ien-ice of the notice or 

, o~der, the Incom~-tax Officer should use the powers conferred upon 
him by sub-sections (1) and (l-A) of sectIon 46 and impose a 
penalty for the default. A penalty can be imposed under section 
46 (1) on the person who is responsible for deduction of tax under 
section 18 (2). and why by failing to discharge this responsibility 
has become !table to be treated as a defaulter under section IS 
(7) of the Act . 

. Se.ction 46 (3) and (4) pro~ide for cases where a special whole
!,me lUcome-tax .taff for the acmal collection of the tax is employed 
In any area. Where such a staff is employed, the Commissioner 
of Income-tax may confer upon that staff any of the powers for the 
enforcemen.t- of any process for the recovery of a municipal tax or 
local rate Imposed under any enactxnent which is in force in anv 
part of the province, e.g., tlie powers of distraint. In other areas 
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and in the areas in which a special staff is employed where the
pow~rs for the recovery. of municipal taxes or local rate~ have
proved insufficient, the Income-tax Officer may, under sectlOn 46 
(2) forward under his signature a certificate specifying the amount 
of ~rrears due from an assessee to the Collector of the district, and. 
the Collector of the district on receipt of such a certificate must 
proceed to recover the amount specified in the certificate as if it 
were an arrear of land revenue. 

Where the defaulter is a salaried person the Income-tax Officer 
may, under the provisions of section 46 (5), require the perSOD 
paying " salary' to such &BReSBee to deduct from any subsequent. 
payments of "salary" any arrears of tax due from such assessee
whether those arrears are due on account of tax on • salll.ry , or 0111 

income from any other sources or on account of any penalty. 
The necessity for prompt collection of the tax should be im

pressed upon Income-tax Officers since not only is delay in the
ocllection of this tax likely to result in loss of revenue for other 
reasons, but, under the provisions of section 46 (7), no proceedings 
for recovery can be commenced after the expiration of one year 
from the laRt day of the year in which the demand is made, with 
the exception of the special oase referred to in sub-aection (1) of 
section 42. That 8ub-aection refers specialll to arrears of tax due 
from a non-resident. For the collection 0 such arrears no time 
limit is prescrihed as such arrears may be recovered from any 
assets of the non-resident which may, at any ti..... coma within 
British India. 

The phrase II proceedings for the recovery of any 8UDl payable
under this Act" should be interpreted ae relating to proceedings 
taken under section 46. The issue of a notice of demand is not a 
proceeding for the purpose of this section. 

The above remarks regarding recovery of tax apply also, under 
the provisions of section 47 to the recovery of any penalty imposed 
und?r section 25 (2), section 28 or sub .... ction (1) and V-A) of 
sechon 46. 

92. Refund. o/lnoO'lM-ta..:. (Sechon #8).-Refunds are neces
sitated owing to the system of taxation at the source, which occurs 
in the case of the tax on companies and on registered firms [section 
411 (1) and (2)], and of deduction at the source, which occurs in the 
ease of II interest On securities" and II salaries" [section 48 (3)]. 
In both these cases the rate of tax appropriate to the If total 
income :' of the rec.ipient (the shareholder, partner, security-holder 
or salaried l'ereon) is not known at the time that the tax i. aseeased 
or dl>ducte~. As sta~d in. pat'IlpIIph 61,.in order to simplify the
pl'O<'f'dU1'8 lD conneehou "'lth refunds sectiou 18 (9) makes it obli
gatorv upon the person dedu~tinlr inoome-tax from .. interest on 
..... urities.. to iMue to all security-holders a certificate 8pecifyin~ 
th .. amount of tile tax dt>ductt>d from the interest and the rate at 
.... I,i .. h it ~as heen d~du~d: and similarly section 20 (_ parapaph 
6.'1) noqul.res the prln<'lpal ofli .... r o! a oompany distrihuting divi
dends to issue to shareholders a certificate stating that the company 
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.has paid Or will pay income-tax on the profits that are being dis
tributed. These certificates (or in the case mentioned in paragraph 

-62, a certificate by a bank) must ordinarily be accepted by Income-
-tax Officers as conclusive proof that tax has been paid. 

A minor who has been admitted to the benefits of a partnership 
cannot have th~ status of a member of a registered firm for the 

.purposes of sub-section (2) of section 48 and no claim can therefore 
'be made on his behalf to any refund under that section in respect 
-of his share of the profits of a registered firm. 

The powers of an Income-tax Officer in respect of refunds can 
'be exercised by any other authority appointed by the Governor 
-General in Council in thie behalf under section 48. 

For the reasons given in paragraph 63 the Income-tax Officer, 
for purposes of refund in the case of dividends, has to assume that 
;the dividends -mentioned in the certificate were taxed at the maxi
mum rate current on the date when the dividends were declatred. 
'In the case both of dividends and of interest on securities, the 
!t&x deducted has to be added to the " net" dividend or interest 
paid for the purpose of calculating both the "total income" of 
-the applicant and the amount of refund due [see paragraph 57, and 
oeection 48 (1)]. 

A company, a substantial portion of whose income is known to 
'be derived from tax-free securities, should be required to certify, 
'as the statutory form prescribed in Rule 14 provides, what percen
tage of its income in a given year has actuallr paid tax or is liable 
io pay tax; and if a shareholder receives a diVIdend from a company 
-that derives a substantial portion of its income from tax-free 
oaecurities, the shareholder should onl; be allowed a refund under 
oaection 48 in respect of a portion 0 his dividend corresponding 
io the proportion of the company's income that is subject to tax. 

When the amount distributed by a Company as dividends ex
-ceeds the total income, profits or gains as calculated for income
tax purposes of the Company in the year in question, taxed and 
untaxed, which includes cases where there is no income, profits or 
gains, or a loss (for example where net receipts from non-tax-free 
sources are wiped out or exceeded by the depreciation allowance) 
-the refunds to shareholders should be calculated with reference to 
the proportion borne by the tax-free income to the total a1110unt 

,distributed less the tax-free income. 
Application for refund under the provisions of rule 39 should 

~ cases where the applicant is resident in British India, be made 
to the Income-tax Officer of the district in which the applicant is 

--chargeable directly to income-tax or, where he is not cbargeable 
,directly to income-tax, to the Income-tax Officer of the district in 
which he ordinarily resides and such Income-tax Officers are re
quired to give the refunds. In cases where the applicant is resi

,dent outside British India, the application should be made to the 
'tncome-tax Officer, Non-Residents Refund Circle, Bombay. The 
Income-tax Officer will, however, allow a claimant ... ho resides in 

-an Indian State, the option of receiving payment of the refund 
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through the Political Officer in that State,. that is to say, the
refund voucher that will be issued by_ the Income-tax Officer will 
be made payable, if the person applying for the refund so desire, 
at the Political Treasu'1. of the Government of India in the parti
cular Indian State, or If there is no treasury under the oontrol of 
the Political Officer, at the presc),ibed British Indian Treasury. 

The necessity for refunds of tax on Government securities can 
be avoided, by the procedure bid down in paragraph 61, in the
case of I?eraons who are either not liable to the tax or who have a 
taxable Income which is sufficiently stable to justify the Income
tax Officer in assuming that the rate applicable to the total income
is not likely to move from one grade to another. Again, as has. 
been jointed out in p,receding paragraphs, the necessity for .. 
refun can also be aVOIded in the case of persons who have income
which hl\s not been taxed, or from which income-tax bas not been 
deducted, at the source, since such persons can claim a set-pft 
against the tax due on that other income. 

In cases where a cash refund is neceBBary, the procedure laid" 
down in rules 36 to 39 should facilitate the granting of refunds. 
The application must be made in the form prescribed in rule 36-
by Kersona resident in British India and in that prescribed in rule-
36- by persons not resident in British India and verified in the
",anner laid down in those rules and must, under rule 37 or 87-A, 
De aocompanied by a return of the .. total income" in the form 
prescribed in rule 19 unlees such a return has previously been made
or that prescribed in rule 87 -A as the case may be. A false state
ment in such a return or in such .. verification is punishable under
the provisions of sectiou 182 of the Indian Penal Code, which are
set out in paragraph 68 above. The application must also, where
necessary, be accompanied by the certificates mentioned in section 
18 (9) or section 20. Tbe applications, under rule 40, need not be
preeented in person, but may be sent by post or by an authorised 
agent. 
- Where thl' applicanta reside in India, instead of iesning 8r 

refund order .payable at a treasury or a branch of the Imperial 
Bank of India, the amount of refund due may be remitted by 
money order if the Inoome-tax Officer concerned is aatiafied that 
this <,ourse is more convenient. In that event, the OOIIt of the
money order will be borne by Government and Should not be 
dedu("ted from the amount to be refunded. If the applicanta reside
out of India, the amount of refund under section 48 or 49 of the 
Act will be remitted to them by bank draft or money order at their 
cost unl888 they appoint agents to receive payment in India. 

It should be particularly noted that section 48 doee not apply 
to super-tax (see section 68) since super-tax is not deducted at the 
lOurce or taxed at the source with the solitary axcep'tion of the 
case re!erred to in section 67, in which case no claim for any refund 
can anse. 

Under sub-sectiona (4) and (5) of this section refunds to non
residents. whCf are neither British subjects nor subjects of Indi .. 
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States, are not admissible. Refunds to non-residents, who are 
British subjects or subjecta- of Indian States, are to be made with 
reference to their entire income both in and outside British India, 
which would be iliable to Indian income-tax if it accrued or arose 
,pr was received in British India. The total income thus computed 
will, of course, include income from agriculture conducLed outside 
British India. 

The onus of proving the claim to refund (and therefore ilf 
adducing satisfactory evidence of his total income) of course lies, 
on the claimant, and if he fails to discharge it h,s claim should 
be rejected. It is not necessary, however, for the purpose of such 
dainIs to do more than ascertain the grade of tax applicable, or 
to compute the total income exactly. Certificates by Income-tax 
authorities in the United Kingdom or a Dominion should be aeo 
.eepted as proof of the amount of the total income. Certificates of 
responsible officials in Indian States should also be accepted' in 
support of clainIs presented by subjects of Indian States. 

Sub-sections (4) and (5) of this section should be applied, irre
spective of when the income in respect of which a refund is claimed 
accrued, arose or was received, to all claims under this section 
presented on or after April 1st, 1928. They should not be applied 
:to claims presented but not disposed of before 1st April 1928. 

93. Relief from double i"come-ta.& 01 income. ttued in. British 
India. and ,the United Kingdom. (Section 49).-At a conference 
between the representatives of the Home Government and of the 
Dominions and of India an agreement was arrived at to the follow
ing e:ll'ect: That in respect of income taxed both in the United 
Kingdom and in India there should be deducted from the appro
priate rate of the United Kingdom income-tax (including super
tax), the, whole of the rate of the Indian income-tax (including 
super-tax), charged in respect of the same income, subject to the 
linIitation that iD. no case should the maximum rate of relief given 
by the United Kingdom exceed one-half of the rate of the United 
Kingdom income-tax (including super-tax) to which the individual 
tax-payer might, be. liable and that any further relief necessary 
in order to confer on the tax-payer relief amounting to the lower 
of the two taxes (United Kingdom and Indian) should be given 
by India. That is to say, the arran~ement is that where income 
is liable to taxation both in the UDlted Kingdom and in India, 
it should pay only at the highest rate leviable in either country. 
These proposals have been accepted by the Government of the 
United Kingdom and are embodied in section 27 of tbe Finance 
Act of 1920. A copy of tbat section is given below: 

• • • • • • • 
'1:1. (1) If any person who baa paid, by deduction or otb""" .. , or ia liable 

to p~y! United Kingdom income-tax for an,. year of asaeaament on any part 
of hlB ~ncome pr~es, to the satmru.-tioD of the Special CommiB8ioners that he 
1:t!'8 ,paid DomID1OD lDcome-tax for that year in respect of the aame part of 
hie Income, he ahaJJ be entitled to relief from United K~ i11COJ11&.",", 
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paid or payable by him on that part of hia income at a rate thereon to be 
determined &I followl:-

(0) if the Dominion rate of tax d08ll net exceed one-half of the appro
priate rate of United Kingdom tax, the rate at which relief ia 
to be given "ahall be Dominion rate of tax; 

(b) in any oth.r 0&18 the rate at which r.li.f ia to b. giv.n ahall be ene
half of the appropriate-rate of the United Kingdom tax. • 

For the purpose of thiB section, the expression U the appropriate rate of 
United Kingdom tax .. meana the rata at which the claimant for the year to 
which the claim relates baa borne or is liable to bear United Kingdom incom~ 
tax and wh.r. the claimant is liable to United Kingdom super-tax the ex
pression II the appropriate rate of United Kingdom tax" means a rate equal 
to the .um of the rates at which h. has borne or i. liable to b.ar United 
Kingdom income-tax and luper-tax, respectively, for' that year. 

(2) Where a p.raon has not .stabliah.d hia ·claim to relief under thia 
asction fer any year of ........",.nt before the first day of January in that 
year, the relief .hall be granted by way of repayment of tax. 

(3) Wh.r. by r.ason of the allowanc. of relief und.r this s.ction the rate 
of United Kingdom income-tax deducted from or paid in respect of any part 
of the income of any individual is less than the standard rate, and the rate 
of the relief .0 allowed is greater than the rate appropriate te the c ••• of 
that individual, luch an adjustment shall be made in allowing to that indivi
dual any relier to which h. may be entitled under the provisions of thia part 
of thia Act relating to the rate of tax on the first two hundred and tw.nty
five pound. of taxable income as may be necessary to secure that the amount 
of- United Kingdom income-tax finally paid or horne by him ahall be equal 
to the amount which would have been paid or horn. if the relief und.r thia 
asction had in the first inatanc. b.en given at the rate appropriate to his 
caBS. 

(4) Notwithatauding anything in the R~ .. applicabl. to 0&18 IV or Case 
V of Schedule D 01" in any other provision of the Income-taz Acta, DO deduc
tion ehall be made on aocount of the payment of Dominion income-tax in 
estimating income for the purposes of United Kingdom income-.tax, and 
where incom .. tas: has been paid or i. payable in any Dominion either on \ 
the inooma out of which inoom. oubject to United Kingdom income-ta:o: ariaes 
or ia received, or u • direct charge in respect of that income, the income 
80 subject to United Kingdom inoome-tex .ball be deemed to b. income 
arising or received after deduction of Dominion income-tax and -an addition 
ahall in estimating inCODUl for the purpoees of the United Kingdom income
tax, bt; made to that inoome of the proportionate part of the incom ... tu: paid 
or payable in the Dominion in respect of the income out of which that income 
ari .. or ill received together with the fun amount 'Of any Dominion income.ta.:.: 
directly ch&J"1l8d or charpable in the Dominion in _poet of that income: 

Provided that.-

(a) wh.re any income ariaing or ...... ived u aforesaid consist. of 
dividend. ""hi",, are entrusted te any penon in the United 
Kil\lli'lom for payment and the Speoial Commission .... are oatis-
6ed thRt the persoD !!to entrusted is not in a position to ast'ertaiu 
tho amouu. of the addition to be made undar thio IOb-oection, 
the ......... 80. and charge m~ be made OIl the amount of the 
dividends as receiY8d by the pt"raoa 60 entrusted, but iD an..v 
luch case the amouo' of the addition ahall be chllJ"l!"Bble on the 
recipient of the divid.nds under C ..... VI of Schedule D i and 

(b) where under the la... i. fo.... in any Domini ... DO pn .. iBion is 
made for the allowance of relief froID Dominion i_ta:o: is 
""'J>OI'II of \he paynlen' of United Kingdom incom ... t...,.. then in 
-,ng 01" chu-ging in...-tex in the United Kingdom is 
fespen, of illl'GlDe 'muse! or charged. to iJacome..\Q ia thai 
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Dominion deduction shall be allowed in estimating income for 
the purpose of United Kingdom incom&-tu of an amount equal 
to the diBerence between the amount of the Dominion income-tax 
paid or payable in respect of the income an.c;l the total amount 
of the relief granted _from the United Kingdom income-tax in 
respect of the Dominion income-tax for the period on the income 
of which the ........ ment or charge to United Kingdom inCCm&-t." 
is computed. 

In this aub..aection the expression dividends includes any iDterest~· 
annuities, dividends, shares of annuities, pensions, or other BDDual payments 
or SUlD8 in respect of which tax is charged under the Rules applicable to 
Schedule C or under Rule VII of the Miscellaneous' Rules applicable to 
Schedule D. 

(5) Where under Rule 20 of the General Rules applicable to Schedules A, 
B, 0, D, and E, & body. of persons is entitled to "'deduct income-tax from 
any dividends, tax shall not in any case be deducted at a rate exceeding 
the rate of the United Kingdom income-tax as reduced by any relief from 
that tax given under this section in respect of any payment of Dominion 
income-tax. 

(6) Where under the law in force in Bny Dominion provision is made for 
the allowance of relief from Dominion income-tax in respect of the payment 
of United Kingdom income-tax the obligation as to aecrecy imposed by the 
Income-tax Acts upon persons employed in relation to Inland Revenue shan 
not prevent the disclosure to the authorised officer of the Government of 
the Dominion of such facts as may be necessary to enable the prope:- relief 
to be given in cases when relief is claimed both from United Kingdom income
tu:: and from Dominion income-tax. 

(7) The Commissioners of Inland Revenue may from time to time make 
regulations generally for carrying out the povisions of this sectiOD, and may, 
in particular, by those regulations provide-

(a) for making such arfangemente with the Government of any 
Dominion to which the last preceding sub..section applies aa may 
be necessary to enable the appropriate relief to be granted; 

(b) for prescribing the year which in relation to any Dominion income
~x.. is, for the purposes of relief under this section, to be taken 
as corresponding to the yertr of ....... ment for the pUrpOll88 of 
United Kingdom income-tax.' 

(8) In this aection-
(a) The expression II Dominion" means any British possession, or any 

territory which is under His Majesty'. protection or in respect 
of which a mandate is being exercised by the Government of any 
part of His Majesty'. dominions: 

(b) The expressions U United Kingdom income-to: I' and If United 
Kingdom super-tu:: U mean respectively i~tas and super
tu chargeable in accordanoe with the provisione of the Income
tu Acta: 

(c) The expre8Bion II Dominion income-tax" means any income-tax or 
super-tax charged under any laW' in force in any Dominion, if 
that to" appeo .. to the Special Commiaaionera to correopond 
with United Kingdom income-to: or auper-tu: 

(tI) The expression U Dominion rate of tax U means the rate determined 
by dividing the amount of the Dominion ineome-tu paid for the 
year by the amount .of the income in respect of which the 
Dominion income-tu is charged for that year, except that where 
the Dominion income-tax ia charged on an amount other than 
the ascertained amount of the actual profits the Dominion rate 
of tu for the purpoaeo of thi. aection .hall be jletermined by 
the Specia1 COmmissione.... ., 
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For the purposes of this NOtion, the rate of United Kingdo:", income-tax 
c&ll be ...... rtam.d b:r dividing b:r the amount of the taxable mcome of the 
1>e .. oo oonoerned the amount of tax pa:rable b:r that person on that income 
before deduction of an" reliof granted in raspeat of Iif. ....nranoe premiumo 
oOr an:r relief granted und.r the provisions of this eeotion, and the rate of 
United Kingdom oup.r-tu sh&ll be ...... rtain.d b:r. dividing the amount pf 
tthe luper-tax pa:rab1e b:r an" p.non -b:r the amount of thet person'. total 
income from &II IOU"," as estimated for IUp .... t"" purpo .... 

• • • • • • • 
:Under that section a ;person whoae income is assessed both ;n the 
:United Kingdom and m India is entitled to claim from the authori
ties of the United Kingdom a refund or rebate of the rate lovied 
in India up to one-half of the English rate. ' 

Section 49 of the Indian Income-tax Act, therefore. provides 
.that where any further relief is to be given in order to secure that 
'Buch a person shall not pay a higher rate than thq highest rate in 
.either country, such rehef will be given by India, subject to the 
limitation that the relief given: in India shall not exceed half of 
the rate of income-tax and super-tax combined. Up to the :rear 
1921-22 the Indian rates of income-tax and super-tax co\Xlbmed 
were less than half the rates in the United Kingdom, and, there
fore, no claim can be made under this section in respect of tax 
'levied up to that year. Relief can only be claimed in India, when, 
,owing to any alteration in the rates, the Indian rate is more than 
half the English rate, and the amount of relief would merely be 
the amount by which the Indian rate exceeds half the English 
Tate. -The rates prescribed in India in most cases now amount to 
more than half tbe English !Stes as fixed for the y~ 1932-33. 

'The table below shows the amount of English income-tax and 
luper-tax and the elfective rate per rupae oontrasted with eimi1ar 
'figures for the Indian notes. . -. - In ....... 

'11lOOlD" -... e. __ -.. .... --!rHm .... Bu __ tu. -.. ..- .. -
lII. lII. lII. ~ lII. ~ .. lII. .. lII. ~ lII. .. .. 
... - .. toO '181 0 .. 0 ..... , .. 0 ~1!t ... - ,-"00 I 

o • H ~'n I 0 ... - 11 .... 1.S71 • o .. '.S24 • -mu 0 all 00._ 1&._ "!lOS 0 o .. 1 ',745 10 0.'48 , 0 : :t ,,..000 J8,'7M» ..... 0 o • II 1 ..... 1 .. en • 0 DO,_ 11."" ',158 11 o • ~ 1',648 , 6,,078 I 0 : ~I '1, ... 000 ....... 12,&58 11 o • 1 , !'I,m' ''i58 , 0 
1,"'_ ... - 1&.501 0 0 • "1 to,SIS 8 8,188 1 0 11;' 1,35.,01,'10 .... .., _18111 0 • :t ti.831 • 10,.838 1. 0 IU 1.&0,000 17'.500 ... ..., 0 0 • ",go 10 11.,8$lO 10 0 • 1 1.15.000 ...... 48,,87'$ • o , ~. ... ... 0 %1,060 11 0 :;;., "00.000 , ..... '6.MI 0 o '11. "'781 • "',117 I 0 ..... - 1.12.r.06 l.b,W 0 o 8 1A '71!,111 1$ 1N,"l1& 0 • 1 
' .... 000 1,"'000 1.11,081 0 o • llyt t.OL" 11 l.a.s.." 11 0 , III 

-0.1'1 •• .. .. • • 0 .. .. o 111.1 

Noa n. allGW'Ulo. .. 4 alMt. ............. by tIM U.ttltd ~ II ... ~ 
....... ..,... taba iato MIGIMUll ta won! oat the a,u. of Uai &..I...,..... *q 
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It will be observed that the Indian rate for individuals and firm& 
is less than half the English rate up to an income of about Re. 
25,000. Persons with such incomes which are wholly taxed both 
in the United Kingdom and in India can, therefore, claim a refund 
·or rebate of the whole of the Indian rate to be set against the 
En~lish rate from the authorities in England and there will be no 
claIm. to relief in India. The Indian rate for 'an income of 
Re. 30,000 is more than half the English rate and a J'erson who 
has paid income-tax both in the United Kingdom and In India on 
this income, could claim a refund from the English authorities of 
a sum equivalent to 2 annas r~ pies per rupee on his assessed income 
and thereafter could claim from the Indian Income-tax authorities 
a refund of 41 pies per rupee of his asse.sed income. An assessee 
must have obtained relief from the authorities in the United King
dom and must prove that he has done so and at what rate the relief 
was granted before any relief can be given to him in India. For 
limitation of the claims for refund see paragraph 95-B. 

It is necessary to emphasize the fact that the relief under this 
section proceeds and is based upon a comparison of the ,.au of tax 
in India with the .. ate of tax in the United Kingdom and not of the 
comparative amount. of tax paid in either country. That is t& 
say, what is compared is the rate of the Indian tax paid by the 
claimant for the Indian year of assessment corresponding to the 
U nited Kin~dom year of assessment in respect of the part of the 
claimant's Income liable to United Kingdom tax and not the 
particular amount of such part of his income liable to United King
dom income-tax as is charged to Indian income-tax. The rate of 
Indian income-tax paid in respect of the part of the income in 
question having been ascertained, the relief from United Kingdom 
income-tax is granted on that part of the income as charged to 
United Kingdom income-tax for that year of assessment, irrespec
tive of the fact that the amount of the United Kingdom assessment 
may be greater or less than the amount of the Indian assessment 
for the corresponding Indian year of assessment or that the amount 
of relief may fall short of or exceed the amount of Indian tax 
actually paid. In other words, under this system of relief no 
enquiry is made in the United Kingdom into any differences of 
basis of computation under the Indian and United Kingdom rules 
of assessment, provided that it is clear that on whatever part 
of the income he claims relief, the claimant has paid (for 
the Indian year of 41ssessment correspondin~ to the United 
Kingdom year of assessment for which relief 18 claimed) Indian 
tax in respect of his income from that source, ho .... ever that income 
may have been computed for the purposes of assessment t~ the 
Indian tax: and the procedure in India in determining the balance 
of t"elief to be given in this country p.,.,,-..e(.d. in eJtactly the same .... y. 

This system of relief i. one that .... as deliberatelv adopted at the 
conference, the principle followed being summari.ea 8S foUo .... in 
the report of the United Kingdom Royal Commission. "I>iz.:-

" That there will be no interfere ...... either by the United Kingdom or by 
• Dominion with the basi. of e_mnont adopted by en,- other part of the 
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Empire, and further that the .ettlement .hould be independent of inore ..... 
.and decreases in rate of tax and alteration in the basis of assessment whether 
in the United Kingdom or in the Dominione. This intention is clearly 
illu.trated by the following e"ample. whicb are given in tbe report. 

E:r.ample l.-A, a British resident, derives a fluctuating unearned income 
.directly from a Dominion whose rate of tax applied to that income is la. M. 
in the £. A. haa no other income, and his rate of tax in,the U nited Kingd~ 
varie. aocording to the amount of IU. income. The following figures ilIus
"tl"ate the position:-

United Kmgdom. Dominion. 

1.6y .... 

'Tal< beloro relief • £1.000 at 3.. 94. £600 at h. 64. 

Rollef • £1,000 at h. IIIL Nil. 

'Tal< after relief • £1,000 at II. U. £600 at 11. 64. 

2nd' .... 

'T"" belo .. relief £300 at So. 64. £900 at b. IIIL 

Ro1ief £300 at h. 04. Nil. 

'Tal< &Iter relief • £300 at 1.. IIIL. £900 at h. IIIL 

1ft thia example. although it wu the eame description of inoome aBSeIled 
eaoh year, there were wide variationa in the amounta ...,I.ed in the United 
Kingdom and in the Dominion. Tbis migbt bappen owing to different 
method. of computing taxable J.'ro6t

l 
and the differen .... are intentionally 

.ulIII"rated to iIlustrate th. pr.ncip .. to be followed. ~ 

Ezampl. '.-B is a British reoident receiving .. sh...,holder an income 
of £900 from a British Company C which derivao the wbole of ito income 
from a Dominion. In the flnt pla08 .... lief will be given to the Company C, 
and in order to iIlustrato how this ill done, let it be uaumed that the Com
pany'. profit. .. oalculated for the United Kingdom tax are £60,000, and 
.. calculated for Dominion tax £50,000. A.djustment will be made to the 
Con.paJl3' .. foIlo ... :-

Dommion. 

SIIO,OOO at I .. III. Nil. 
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The Company when paying the dividend to B would deduct 4.1. 6<1. in th .. 
£, United Kingdom tax, a.nd intimate on the dividend warrant that the 
relief in respect of double income-tax was b. 6<1. in the £. 

Let it he assumed that B's dividend of £900 is his total income, BO that 
his proper rate of charge to United Kingdom income-tax· is 3 •. 9<1. He h ... 
Buffered Dominion tax to the extent of h. 6<1. in the £, and his ultimate 
rate of United Kingdom income-tax is 2 •. 8<1. in the £ (3 •. 9<1. less h. 6<1.), 
but he haa suffered by deduction 4.1. 6<1. in the £ and he will accordingly b .. 
repaid 4 •. 6<1. minus 2 •• 3<1.=28. 3<1. in the £ on £900. 

Ezampl. a.-D i. a Briti~h resident receiving £900 frem Company C, but 
he has other income arising in the United Kingdom, and his combined rate
of income-tax and superMtaz is 7,. 6d. in the £. He is entitled, therefore, 
to double income-tax relief up to a maximum of 3 •. 9<1. but the whole of th .. 
Dominion tax (lB. 6<1. in the £) has already b ... n allowed to the Company C, 
who deduct 4 •. 6<1. United Kingdom tax on payment of the dividends, ancr 
no further relief is due. D will, therefore, be assessable in respect of the 
£900 at h. 6<1. in the £, wi •• , 7 •. 61i. leaa 4.1. 6<1. United Kingdom tax 
deductad, and lB. Jl<l. Dominion tax." 

It will he noted that in the table at page 241 the amount of 
relief which a company can get under the English Act is at the
rate of 2 annas in the rupee and that the amount which they can 
claim from the· Indian authorities will he at a rate of 1 anna III 
pies in the rupee. The reason for the comparative high rates in 
India as compared with the United Kingdom of the tax on com
panies is that the Indian rate includes the super-tax on companies 
while the English rate does not include the United Kingdom 

,Corporation tax. At the. same time it must be noted that 
the Indian rate of 3 annas and III pies given in the tahle for 
companies is a rate which in actual practice will never be reached. 
It includes the 2 anilas and 8l pies income-tax rate including the 
surcharge of 25 per cent. and the flat rate of 1 anna 3 pies for 
super-tax including the surcharge of 25 per cent., hut the
flat rate of' 1 anna 3 pies is never charged on the whole· 
of the assessable income hut only on the portion of the income
in excess of B.a. 60,000. The rate for the portion of the income· 
helow B.a. 50,000 is nil. In order to get at the comparative 
rate, the tax paid by the company has to be divided by its total 
income. Thus in the case of a company with a profit of 1 
lakh the comparative rate (both income-tax and super-tax} 
would merely be 3 annas and 4 pies while the rate in the case
of a company with a profit of 2 lakhs, it would merely be 3 annas 
and 8 pies. In both cases a relief of 2 annas in the rupee would 
be obtained in the United Kingdom and the balance in India. 

In order to obtain relief in India a claimant is required to 
supply the official receipt for the United Kingdom income-tax 
paid, the notice of assessment in particular showing the basis on 
which the liability has been computed and a certificate of the 

. Income-tax authorities showing what relief has actually been 
granted to him in the United Kingdom. 
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The following are further elilample~ illustrating the method to 
be adopted in calculating relief due under section 49 of the Act:-

Ez .... pZ. l.-A, a married man with one child, is resident III the United 
Kingdom; he hae a fixed income of RB. 10,500 from property in India and 
ha. no other income; his liability to tax is:-

In tho United Kingdo"" 

' ... a.ble income 

Ra. 
lAM Pel'lonal allowance 2,000 
Deduotion for ohild 887 

T""able Inoomo • 

Tao on the lot RI. 2.333 at AI. lin the ropoe 
T"" on balance Ra. 6,61)0 at AI. , in tho rep .. 

• Total tax (before rs1ief in _poet of Indian 
inoomo·tax) 

Ra. .I. 1'. 

10,Il00 0 Q 

2,867 0 0 

7,833 0 0 

291 10 0 
1.876 Q 0 

1,606 10 Q 

In India. 

ID~oome .. taz on 
Ra. 10,500 at 1 
anna a pies in the 
rupee, Ra. 82Q.5·0. 

• For th, purpoMl 01 oaloul"lIn. .. Ule appropriate 1'&te of United Klntdom tu II Uti, 
amouD.' I, no' to be reduced by UlJ' reUef .ranted In rupeo\ of ltDy 1lt. auuranoe pnmium. 

The United Kingdom tax eRa. 1,666-1(1.0), dIVIded by the taxable income 
(Ra. 7,883) givea an n approprl&w rnt.e of UnIted Kingdom tax" of approxi
mately 8 annaa 5 pi... A haa paid Indian ineom&-t"" in reapoet of the 
am. income at • rate of 1 anna. 8 pi. in the rupee, that is, • rate which 
is I... than half the United Kingdom rate and the reli.f from United 
Kingdom tax will, therefore, be • sum equal to the Indian rate on Ra. 7,883. 

Ezarnpl. '.-B is a bachelor reaident in the United Kingdom with no 
d.pondenta and hat an earned income of £1,000 ......... bl. to United King_ 
dom incom ... taz. Be haa DO other income and pays income-tax in IDdia iD 
roapaot of the income in queation. Bis liability to tax is as follo ... :-

" . 
~iDoom. .. .. .. .. .. .. 
lAM .... ed income aUOWlDOO OD ..... th of £1,000 

A_bl. iDoom. • 
'- l'enoDaI allowance 

'lUablo inoomo • 

'f..: Oil lit £176 at ... IlL • 
Tu OD baIanoe WI a' u. IlL • 

United Kingdom. 

£ •• "-
1.000 o 0 

188 13 • 
83S II 8 
100 0"0 

73S • 8 

11 17 • 138 10 0 

181 7 II 

, 

, 
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The tax (£161-17-6) divided by the taxable income (£783) givN an .. appro
priate rate of the United Kingdom tax" of 41. 5d. or 3'5 ann.. in th .. 
rupee j Indian income-tax is payable on this income at 8 rate of 1 annn 8: 
pies in the rupee, ao that B is entitled to get relief from the United Kingdom 
at, the rate of 1 anna 8 pies in the rupee (that is, Is . . 1d. in the pound) 
on £733 and there iB no balance of relief to be given in India. 

Example 3.-C is a company the whole profits of which are taxed both in 
the United Kingdom and in India. The Indian rate of tax paid by the 
company is 3 aonas and IIi pies in the rupee while the II appropriate rate 
of United Kingdom tax II for the company is 58. in the pound. The com- . 
pany can get relief at thl rate of 2/6 in the pound (or 2 ann08 in the rupee) 
in the United Kingdom and on proof of payment of United Kingdom tax 
and of the grant of United Kingdom relief can claire. from tLe Income-tas 
Rut.l1oritief. in India the balance of reJief, namely, 1 anna IIi PWR in the rUI-cc. 

Corporation profits tax paid in the United Kingdom should not 
be deducted from the income taxed in India for the purpose of 
calculating the relief claimed under section 49. 

In considering claims for relief under this section in the case 
of companies which are assessed separately in India but jointly 
in the United Kingdom, and one of which makes a loss and the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to ~ee how much of the income from each source has 
been taxed. Since one company has made a loss which has been 
allowed in the United Kingdom assessment, it is clear that only 
part of the Indian profits of the other company which has mad ... 
profit has paid tax in the United Kingdom. It is only on this 
part that relief is allowable since that part only has suffered double
taxation. 

This sectlOn merely provides for relief from double tax wher .. 
the same income is assessed to tax both in the U nitsd Kingdom 
and in India. It dol)!, not providt' for relief in other cases. 

93-A. Relief fro,", double taz of ;,nco,",,,, ta.<:ed in Briti .• ;' 
India aM in' the United Kingdomr-Metlwd of calculating 'relief 
in India.-The following method shonld be followed in calcuJat1llg 
the" Indian rate of tax", as defined in section 49 (2) (b) of the 
Indian Income-tax Act:-

Indian super-tax is charged on the whole of the income, in
cluding the Re. 50,000 that are free of super-tax, since unde!'. 
section 55 of the Indian Income-tax Act, it is said to be " char/!,ed " 
in respect of the "total income". The result is that the first 
lakh of income is to be regarded 88 a single slab charged to super
tax at the effective rate of 6 pies in the rupee. 

'rhus, for the purpose of double income-tax reli~f, "doublv 
charged" income of any amount exceeding Re. 50,000 can only 
consist of either- . 

'. 

(1) income liable to super-t~' alone, or 
(2) income liable to both income-tax and super-tax, or 
(3) (aJ income liable to both income-tax and super-tax and 

(b) income/liable to super-tax alone, 
• 
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i.e., t1l.ere can at most be only two slabs. There can be no 
part liable to income-tax alone since no income is exempt from 
super-tax alone. The whole or a part of the income will, of 
course, be liable to super-tax alone if the whole or any part of 
the income is exempt from income-tax but not from super-tax. 
The relief should be calculated separately on each of the two 
slabs just mentioned. 

This method is that followed by Somerset House. 
94. Relief from double w of income, wed in British . India 

a,nd in .the United Kin.'1dom-Procedure.-The following proce
dure should be followed for the grant of relief in respect of double 
taxation in India and in the United Kingdom:-

When during an assessment it is known that an assessee will be 
entitled to relief on account of double taxation on any part of his 
income, the amount of the relief may be calculated by the Income
tax Offioer so far as is possible, and the assessee may be allowed 
to pay the demand in two instalments, the second of which will 
represent the amount of relief calculated to be due. The date of 
the first instnlment will be, that ordinarily fixed for the payment 
of a demand of income-tax, while the second will be pnyable two 
or, if possible, three or four months from the d~te of the notice of 
demand. If the assessee produces the necessary British certificates 
and establishes his claim to relief, under section 49 of the Indian 
Income-tax Act, 1922, the demand for the second instaiment should 
be modified by cancellation or reduction or, if the relief is greater 
than the second instalment and the first instalment has been paid, 
a refund should be granted. 

95. R.lief from do .. ble w of income, wed in Britilh India 
and in India .. State,.-Arran~ements have also been made with 
several Indian States, which levy inoome-tax, for the grant of 
relief~rom the payment of double income-tax of incomes which 
are tand both in anv of these Indian States and in British India. 
nelief is granied in Bt·itish India at a rate equal to half the Indian 
State rate subject to a maximum of half the British Indian rate. 
The State will grant relief at a rate equal to half its rate of tax. 
The followin~ is a copy of the Notification prescribing the proce
dure to be followed by persons claiming relief from the payment 
of double income-tax:-

FINANCE DEPARTMENT (CENTRAL REVENUES)_ .. • Notifirtaion No. 25, dat~ til.' l .• t 1 .. 1y 1926 (tU ... b'~qvmtly 
'omended). , 

In enrcise of the powers 8bur.. .. red hy section 60 of the Indian 
Inoome-tax Act,. 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in I'88pee1; 
of inl'Om .... tnlt, in favour of inl'Ome on which iocome-tax has .... '\. 
ch~ both in British India and iu one of ~e Indian State&. 
~ . 

•• 
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referred to in the schedule to this 
the said BchedulJ.e), namely:-

notification (hereiI~after called 

1. In this notmcation-
(a) the expression " Slate income-tax" means income-tax and 

super-tax charged in acc~rdance with the provisions of 
the law relating to income-tax for the time being in 
force in the State concerned; 

(b) the expression "State rate of tax" means the amount of' 
State income-tax divided by the amount of the larger 
of the two incomes on which income-tax and super-tax 
respectively have been charged by the State; and 

(0) the expressions" Indian income-tax" and "Indian rate 
of tax" have the same meanin!l:s as in clauses (a) and 
(b), respectively, of section 49 (2) of the Act. 

2. If any person who has paid Indian income-tax for any year 
on any part of his income proves to the satisfaction of the Income
tax Officer that he hus at any ~iIne paid State income-tax in respect 
of the same part of his income, he shall be entitled to the refund 
of a sum calculated on that part of his income at a rate equal to 
half the State .. ate of tax; provided that the rate at which the 
refund shall be given shall not exceed one-half of the Indian rate 
of tax. 

3. Every application for refund of income-tax under this noti
fication shall be made to the Income-tax Officer of the district in 
which the applicant is chargeable directly to income-tax or if he is 
not chargeable directly to income-tax, to the Income-tax Officer 
for the district in which the applicant ordinarily resides, or if he 
is not resident in British India-

(i) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax wh.rn so 
re$ident, or 

(ii) if he has never been so resident, to the Income-tax Officer 
of the district or area where the income-tax for the 

• reflind of which application is made was deducted. 

Such application may be presented by the applicant in person or by 
a duly authorised agent or may be sent by post, and shall be in 
the following form:-' 

.;.: Applicatioru lof' f'eliel !f'om double income-tate under Notification 
, ~ No. 25, da.ted the JIt Jul'll1926. 

'1, of do hereby state that I 
have paid (name of State) State income-tax/income-tax and super
tax amounting to Rs. for the year endine- 19 on an 
-income of Rs. and that Indian inoome-tax/mcome-tax and 
super-tax of Rs. h88 also been paid on the same 

.. income-, part of the same income amounting to Rs. • I 

\.. • Where the income on which illCOlll8-tax hu been ch.rJZed dillen from 
that on which 8nper-tu: hao been c:herged beth amount. moat he apecified. ,-.. 

• ... . ' 
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now pray f~ relief at the rate of amoup.ting to
Rs. under Notification No. 25, dated the 1st July 
1926, to which I am entitled. My income from all sources to which., 
this Notification applies ,during the .. previous year " ending on. 
the 19 ,amounted to RI. 
only-see Return of income attached/already suhmitted. 

Signature 

I herehy peclare that what is stated herein is correct. 

Signature 

Dated 19 . 

4. No claim to any refund of Indian income-tax under this. 
Notifica tion shall be Rllowed unless it is made ""ithin one year' 
from the last day of the year in which such tax or the State income
tax wal recovered, whichever is later. 

SCHEDULB. 
1. Baroda. 

Madra. State, AgenC1J. 

2. Tl'avancore. 

Cetltral India Agency. 

S. Dhar. 

Punjab Statu Agency. 

14. Patiala. 
6. Bahnwalpur. 
G. Jind. 
T. Kapurthala.. 
S. Loharu. 

8-A.. Maler Kotla. 
S-B. Mandi. 

Bombay. 

9. Saohin. 
10. Akalkot. 
H. Phaltan. 

H-A.. Chhota.. Udepur. 
H-B. Ramdurg. 
H-C. Kolhapur. 

United Provincu. 
12. Banares. 

Central Province •. 
13. Baster. 
14. Kanker. 
15. Raigarh. 
16. J ashpur. 
17. Sarangarh. 
18. Makrai. 
19. Kawardha. 
20. Xhairagarh. 
21. Korea. 
22. N andgaon. 
23. Chhuikhadan. 

B.nar and OrU.a_ 
24. Mayurhhanj. 

24-.!.. Patna. 
24-B. Sonpur. 
24-C. Kalahandi. 
24-D. Rairakhol. 
24-E. Baudh. 

, Punjab. 
25. Baghat. 
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95-.A.. Re1ief frOm double taz of incomes tazed in BJitish India' 
4nd Ceylon.-As a result of the introdllctidn Qf Income-tax in 
Ceylon with effect from 1st April 1932/ arrangements have been 
made with the Ceylon Government for the grant of relief in cases 
where the same income hsl! been subjected to Ceylon tax as well 
.as Indian Income-tax. Relief is g~anted in India to the extent 
-of half the Ceylon tax calculated on that part of the income on 
which relief is admissible under the Ceylon Income-tax Law or half 
the Indian Income-tax on the same 'part of the income, whichever. 
ii less. It will be observed that rehef is based on amount. of tax 
not on rates of tax. The Notification prescribing the procedure 
to be Jollowed by persons claiming relief from double income-tax 
is ,~~od.uced below: - . 

.. " , " 

.0 

FIN,A.NCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. ]4, dated the 2nd April 1932, 

'In exercise of the powers conferred by section 60 of the Indian 
Income-tax Act, 1922 (XI of 1922), the Governor General in 
-Council is pleased to make the following modifications in respect 
<If income-tax in favour of income on which income-tax has been 
.. harged both in British India and in Ceylon, namely:-

(1) In this notification-
~ , 

(a) the expression "Ceylon tax" has the meaning assigned 
'. :.:. to it in section 45 (4) (b) of the Ceylon Income-tax 

•• ~ , Ordinance 1932 (2 of 1932), 

(oj 'th\l expressi;n .. Indian income-tax" has the meaning 
".. assi~ned to it in clause (a) of section 49 (2) of the 

Indian Income-tax Act, 1922 (XI of 1922), . ~ 
(2) If any person, who has paid Indian inr.ome-tax for any year 

<In any part of bis income, proves to the satisfaction of the Income
tax Officer that he has paid Ceylon tax for the corresponding year 
in Ceylon, he shall be entitled to the refund of a sum equal to half 
the Ceylon tax calculated on that part of his income on whic4 
relief is admissible under the Ceylon Income-tax Law, or to half 
the Indian Income-tax on the same part of his income whichever 
is less. 

(3) Every afplication for refund of income-tax under this 
notification shal be made to the Income-tax Officer of the district 
in which the applicant is chargeable directly to income-tax or if 
he is not chargeable directly to income-tax to the Income-tax 
Officer of the district in which the applicant ordinarily JOe8ides, or 
if he is not resident in British India.-· 

(i) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax when 80 

,resident, or 



(ii) if he'- has nev~l' been so resident, to the Income-tax Officel' 
of the di.tric.t oparea where the income-tax' for the re-
fund of which application is ';llade was deducted. 

Such applicntion lUay be presented by the ap. plicant in person or 
by a duly. authorised agent or may be sent by post, and shall be 
in the following form: -- -

'Application for relief froln double income-ta.1: under Notification 
, Nor, dated 

I, of do hereby __ .state_ 
that I have paid Ce~don tax amounting to Rs. . f.or t!>S ,.ear 
ending 19 ,on an mcome of Us. 'and that IndIan meorne· 
tllx/income-tax and super-tax of Us. has also been 'paid 
on the slime incomee / part of the 8ame income amounting to Us. 

. I now pray for relief of a Bum of Rs. under Noti. 
ficntion No. • dated • to which I am 
entitled. My income from all sources to which this Notification 
applies during the " previous year". ending on the -
19 amounted to Rs. only--aee Return of income 
attached/already Bubmitted. 

•. Signature 

[ hereby declore that what iR stated herein il correct. 

"Signature 

Dated 19 • 

(4) No ,·Iaitn to any refund of in('ome-tax lInder this notification 
.11811 h .. allowed lInlpss it is nlocle within one year from the last 
dllY of the year in whi~h such tax or the Ceylon tax was rerovered 
whichev .. r IS later. 

OS·B. I.imitation of claim$ for ... f" .. d. (SectiOti 50.)-Claima 
for l'Pfund "re oclmissihle if mode within 12 months from the last 
claref the ollle)\<1"r year in which the tax was recovered or before 
the last dllY of the financial year commencing after the expiry of 
the " previous year" 09 defined in section 2 (11) of the Act in 
whid, the income arose on which th .. tax was rerovered. whichever 
period may expire later. This limitation appliea also to refunds 
of ,Iollhl .. in<,ome-tox (_tion 49). The date of 1'I'OOvery in this 
<'11 .. is. of ~lIrse. t.he .lilt .. of recoverv of the tax in India. Sinre 
however there iR often very great delay in settling aSSf'SSlDi'Ilts al1d 
"Iaime to relipf in t.he {TnitPd Kingdom, provisional claims for 
dOllhl .. in~m ... tax ... Ii .. f unsupportPd hl~l'OOf that· relief has 
8~tually hl'en ohtain"d in the {T nitPd AID. om may be 8l'<'el'tt'd 
if pretll'nted within the limitation p .. riod i the assessee defillltely 

• Wh" .... the inrome oD ... hieh m.........taz h ........... barg.d ditr .... from 
that OIl which .u.,.....ta>: baa ....... ehupd Iooth am"""ta ._ be ~6ed. 

INCOHB-TU It 
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undertakes to produce such proof aa loon aa relief in the United 
Kingdom lias actually been obtained.' When this undertaking is 
punctually fulfilled the claim may be treated as one presented in 
due time. Claims to refund under section 49 may also be admitted 
after the expiry of tbe prescribed period, if the applicant satisfies 
the ~ Commissioner, or an Assistant Commissioner specially em
powered in this behal£, that he had sufficient cause for ·not making 
the claim within the period. 

This section should be interpreted.i,ls illustrated below in deal
ing with claim for refund of tax on dividends. Taking the case 
of a shareholder in a company which declares a dividend in January 
1929, if he is directly assessed and is a person who does not keep 
accounts, or whose "previous year" is the income-tax year, an 
adjustment can be made whenever he is a~sessed in the income-tax 
year April 1929 to March 1930, while an application for a refund 
can also be entertained at any time up to 31st December 1930. 
Ii he keeps accounts and his "previous year" runs, say, from 
October to September, an adjustment can be made in the course 
of assessment during the financial year 1930-31. An application 
for refunq can also be entertained up to 31st March 1931. Where 
the shareholder keeps accounts on the cash basis, the relevant date 
is the dat .. of receipt and not the date of declaration, ~and the 
foregoing instructions have to> be read subject to this ~odification. 

96. Prosecution lor ollencel.-(See also paragraph 68.) Pro
secution of assessees for offences under sections 51 and 52 cannot 
be -eommenced except at the instance of an Assistant Commissioner 
and 'the Assistant Commissioner is, under section 53, empowered 
to stay any such proceedings or compound any such offence. The 
power of compounding an offence is one that can be exercised not 
only after proceedings have been commenced, but before proceed
ings are instituted at all. 

9'1. lncome-t= records :to be kept confidentwl. (Sectwn 54,) 
-While the Act of 1918 merely penalised the disclosure by a 
public servant of the. particulars ~ontained in any statement or 
return furnished under the Act, section 54 further penalises the 
disclosure of any particulars contained in any accounts or docu
ments produced under the Act or in any evidence given or deposi
tion made in the course of proceedings under the Act or in any 
record of an assessment proceeding or proceedings for recovery of 
a demand, and debars the Courts from requiring public servants 
to produce income-tax records or to give evidence respecting the 
same. 

The provisos to sub-section (2) contain provisions stating in 
what particular cases information may be disclosed. fhe effect 
of the provisions is that information obtained in connection with 
the assessment of incomes and recovery of the tax may be disclosed 
by public servants to 8uch persons only 88 act in the execution of 
the Act and where it may be necessary to disclose the 88me to them 
for the purposes of the Act, or in order to, or in the course of, a 
prosecution for perjury committed in connection with proceedings 
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under the Act. The vroduction before a Court of any document, 
declaration or affidaVlt filed, or the record of any statement or 
deposition made in a proceeding under section 26-A, or the giving 
of evidence by a public servant in respect thereof is also not 
prohibited. Proviso (0) was inserted mainly for the purpose ?f 
extending the protection to every action of a public servant III 
pursuance of the provisions of the Act or the rules such as the 
service of a notice by affixture. Apart from these particular cases 
it is essential that all records should be kept strict1y confidential, 
and, in varticular, the prl!:Ctice in certain provinces of furnishing 
information to local authorities, who impose a LaX on .. circum
stances and property .. or a local income-tax, of the details of all8888-
ment made by the income-tax authorities must cease. Thia prohi
bition applies equally to furnishing such information to other 
Government departments. 

For the meaning of the phrase "public servant" see para-. 
graph 9. -

98. Supn-ta.t-.-The J;lrovisions of the Act regarding income
tax otber than those specIally excepted in section 58 apply also to 
super-tax which is merely" as stated in section 55, " an additional 
duty of income-tax ". Super-tax is levied at the rates specified in 
the Finance Act (at the -end of Part I of t)1is Manual). 

The sup;r-tax on companies is levied at a lIat rate on the whole 
of the profits of a company. This t8% on companies, which takes 
the ~lace of the tax formerly levied at a graded ecale of rates on 
the 'undistributed profits" of a company. ia levied on the com
pany as such on account of the special privileges which companies 
enjoy by statute in the shape of corporate finance and limited 
liability. No refund on account of super-tax on companies is, 
therefore, nIlowed to shareholders. . 

Apart from the tax on companies which stands in a class by 
itself, super-tu is levi~d on a srale of graduated rates. While in 
the case of income-tax the different rates are applied to the ",10k 
of an assessee's income. the different rates of super-tax are levied 
on successive .. slices" of income, i.e., on the portions of an 
asspssee'a inoome in e>xl'ess of certain limits or the portione lying 
between certain limits. 

H~du undivided familiae al'8 treated for purposes of lUper-tax, 
es f<!f llloome-tu purposes, as separate a_. 

Unregistered firms are also tn>ated as separate aMesS!"". 
Where, however, an \Inregi.leored firm itself is not assessed to 
~"pPr-tax (fI.g .• i! ita o:seeseble p!"fila a,! I<;&'! than Ra, 30,000). 
III t,hat ease only 18 the lllcome whll'h 'any llldlVldnal member of an 
unregistered firm reeeiveos from the firm iucluded in his total income 
for super-tax..' ! 

n..~iatered firms art! not assessed to super-tax, but the shares 
of partners ill registered firms are included in the total income of 
the individual partners on which 8Uper-tax is levied and similarly 
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the dividends of shareholders received from companies are included 
in the individual income of those shareholders. 

The tax is levied on "total income" and " total income" in 
nll cases means exactly the same thing as total income calculated 
for income-tax purposes with the solitary exception titat where an 
Imregistered firm is itself assessed to super-tax, the share or the 
profits of a member of the unregistered firm is excluded from his 
total income for super-tax purposes. 

99. Ded,wtion of 8Uper-ta.~ at iT,. SOU1'ce.-One of the excep- . 
tions to the general rule that super-tax is not deducted at the 

,source is that provided for in section 57. That provision is 
rendered necessary owing to the difficulty of obtaining super-tax 
from non-residents. Section 57 (J) provides that in order to recover 
super-tax from the share of the profits of a partner in a registered 
firm, who is not resident in British India, the resident partners 

, are themselves jointly and severally liable to pay the SlIper-tax due 
from the non-resident in respect of this share. Sub-section (2) 
authorises an Income-tax Officer to require the principal officer of 
a company to deduct super-tax at the rate tletermined by him from 
the dividends payable to a non-resident shareholder whose total 
income is expected to exceed the minimum amount liable fa super
tax even if the amount--of the dividend or dividentls payable with 
the income-tax thereon does not by itself exceed tl}e minimum 
liable to super-tax. This rate must be the effective or average rate 
of super-tax; that is to say, fust the total amount of 8uper-tax 
due on the total income must be calculated. Then the rate i. to 
be arrived at by dividing this total super-tax by the total income. 
That rate is to be notified to all persons paying dividends and they 
should be required to deduct super-tax at that rate from whatever 
dividends they pay. Sub-section (2) should not ordinarily be 
resorted to ,where the non-resident shareholder has a duly authorised 
agent in India to whom hi. dividend. are paid and through whom 
he can be assessed to super-tax in the ordinary way under section 
43 of the Act. But sub-section (2) should be employed where 
special circumstances render it necessary-for example where a 
non-resident has resorted to some device by which proceedings 
under section 43 have been rendered infructuous. Any such case 
should be reported by the Income-tax Officer concerned through 
the Assistant Commissioner to the Commissioner of Income-tax 
whose orders should be taken before proceeding under thl\ new 
section 57 (2). Sub-section (3) makes the principal officer.pf a 
company liable to deduct any super-tax due on dividends payable 
to a shareholder whom he has no reason to believe to he resident in 
British India. The liability merely attaches where the amount of 
the profits or divirlends payable to the non-resident partner or 
shapehoMer together with the amount of any income-tax payable 
by the company in respect thereof is, taken by itself, hable to 
super-tax on the assumption that it represents the whole income 
of the non-resident partner or shareholder. It sbould he observed 
that if for example dividends are paid half-yearly and the com-
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bined amount of the two payments in any year and the incOme-tax 
thereon exceeds the minimum liable to super-tax though the first 
payment including the income-tax on it taken by itself doe& not 
exceed it, the principal officer is bound to deduct the super"tax ~n 
su(.h excess from the second payment. The Act does not. requIre 
tbe resident partner or the pl'incipal officer to obtain from tbe' 
non-resident partner or shareholder a statement of any other income 
that may accrue to him in British India. Where there is reason 
to believe that there is such. otber income it will be necessary to 
rely 011 the pl"Ovisions of sections 42 and 43 of the Act or sub
section (2) of .ection 67. In the case of companies the obligation 
to dedurt applies only to dividends, and dop.8. not apply to other 
sum. whi"h a non-resident may receive from the c.ompany by way 
of the interest on dehentures or remuneration such as director's 
fees. If the non-resident is himself assessed through an agent, 
sub-section (4) "rovide. that the amount deducted at the source ill> 
this manner shall be taken into account in determining the amount 
payable by him in resped of any other income. 

In the case of re!!"istered firms it should in most cases be possible 
to trent the person who registered the firm as tbe agent of the non
residellt partner and to require him to disclose the whole income 
accruing in India to such non-resident. 

AnoHler exception to the I!;eneral rule thot super-tax is not 
deducted at source is provided in section 68-H in respect of an 
employee's total income as determined under sertion 58-J (3). 

100. Sup~ ... ttlol'-Dedllction at ,,,urce from di.lideniU of non
r8$jJmt .hIlr6h"ld,N. rS~rtion 57 (3).1 Sometimes large blocks 
of share. are registered in the names of banks, and held by them 
on hehalf of the real O""llers for various reasons. thoul!;h the banks 
have no proprietury or henefidal int"rP.t therein. The aggregate 
dividends on a block of .hares in a single company thus held hy 
" oonk may exceed the maximum amount exempt from super-tax. 
though the dividends payahl!' to ROme or all of tbe real owners 
indivi.luftlly mfty not ex"~,,d that amount. In such circumstances 
super-tftx sllOuld not be deducted at ROUTee from the dividends 
payable t.o the ooni< irrespective of the liability of the severol real 
owners of the .hare8. If, tllerefore. a bftnk in such circumstances 
furni.bes tbe Inrome-tax Officer assessing th'e company from time 
to time with a list givinj!' th~ Dames and addre ..... of the real 
ow'!-.ers of the "llares an.1 the number of shares held bv elich, the 
Int;oDll'-tax Officl\l' ,,·ill inform tile principnl officer of the oom
pany, und"r .ub-aection (2) of .... tion 67. of t.he rate of super-tax 
to bl!' dlllh",ted in ""'p .... t of tile dividend. p"yable to tile bank. 01' 

tll"t no RUPfOr-tIlX i. to b~ d"dllcted th .. refrom. "" the .. ase may 
\"'. hnvinj!' re".rd to til" liability of tl, .. individual shrehold .. rs. 

101. R"l ... ,.-RIlI". mn.le un.l .. r ..... lion 59 of the Act hy tb .. 
(" .. ntrol 'B081'd of Rev .. nuf' are rontnined in Part IT of this YolulllO'. 
'Vitll th .. f'xceJltion of the rules fi .... t 1Il811 .. under tb .. Art, th .. 
po .... er to m"ke rul .. s is, under ..,..tion 1)9 (.'). subjeri to the t'OIldi
tion of .. previous publication". The meaning of the phrue 
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"s~bject to the condition of previous publication" is given in 
sectton 23 of the General Clauses Act (Act X of 1897), 'Viz. :-

I~Where, by any Act of the Governor~General in Council or RegulatioDJ a 
p~,!,er to make rules or bye-laws i. expressed to be given' subject to th. COD

. dltlOD of the rules or, bye-laws being made after previous publication, then 
. "the following provisiODB shall apply namely:-

, (1) the authority having power to make the rules or bye-laws shall before 
making them publish a draft of the proposed rules or bye-laws for the infor-, 
mation of persoDB likely to be affeciied thereby; 

(2) the publication shall be made in such maDDer 88 that authority daems 
to be sufficient j 

(3) there shall be published with the draft a' notice specifying a date on 
or after which the draft will be taken into consideration j 

(4) the authority having power to make the rules or bye-laws, shall ooDBider 
any objection or suggestion which may be received by the authority having 

J?"wer to make the rules or bye-laws from any person with respect to tbe 
Brait before the date so specified; , 

(5) the pUblication in the Gazette of a rule or bye-law purporting to have 
been made in exercise of a power to make rules or bye-laws after previous 
publication shall b. conclusive proof that the rule, or bye-law has been duly 
made." 

101·A. Relief under section 60 (2).-In calculating relief to be 
granted to an assessee in respect of any year under section 60 (2). 
any advantage gained by him in a previous year in which part of 
his salary was short-paid will be taken into account. 

102. Composition not permissible.-The provision in previous 
Acts that allowed a system of composition of a.sessment and 
enabled the Income-tax Officer under specified conditions to enter 
into compositions with assessees has been omitted from the present 
'Act. No composition of assessment can, therefore, now be made 
although any composition entered into before the present Act came 
into force must be given effect to fol' the period for which the 
agreement was made. 

103. AS .. S8ment 01 income-taJ: on married women.-Although 
there is no specific provision to this effect in the Act, a married 
woman is chargeable as if unmarried and has to be separately 
assessed in respect of her separate income. 

Pension received from funds such as the Indian Military 
Service Family Pension Fund by a widow on account of her chil
dren, and on account of herself are distinct and separate from '<lne 
another. The pension of a minor orphan paid til' bls or her mother 
or a duly appointed or recognised guardian shoul<l not be included 
in the taxable income of the mother or guardian for the purposes 
of income-tax assessment. 

104- Method of 'll1"IJing fIOtic .. 01' requintw.....-Under section 
63 of the Act a notice or requisition may be served either by post 
or in any manner provided for the semt'''' of summon8 under the 
Code of Civil Procedure. The words" by po.t" under section 27 
of tlj.e General Clauses Act, X of 1897, mean" by registered post". 
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Section 63 (2) specially provides that in the case of iIrms or . 
Hindu undivid~d fainilies a notice or requisition may be addressed 
to any member of the firm or to the manager or any other ~ale 
membel' of the family. . .. 

105. 1'''e drtc-rmination of the 11lcome-taJ; Officer by whom an L 

aUeB8l1umt ., to be made.-Wnile for the. reasons given in para- . 
graph 24 every Income-tax Officer is, under section 64 (4), vested 
with all the powers confened by or under the Act on an Income
tax Officer in respect of any income, profits or gains accruing or 
arising or received within the area for which he is appointed l the 
question of the Income-tax Officer by whom a particular assessee 
is to be assessed has to be determined in accordance with the pro
visions of sub-section (J) to (3) of section 64. Under those provi
sions, if an ass~ssee carries on business, he has to be assessed by the 
Income-tax Officer of the area in which his principal place of 
business is situate; in all other cases an assessee has to be assessed 
hy the Income-tax Office! of tile area in which he. resides. Wh~re 
there is any doubt or dispute on any such Cj.uestion, the question 
is to be finally determined by the CommiSSioner of the province 
in which the areas are situate. Where the areas are situate in 
more than one province, the question is to be determined by the 
Commissioners of the provinces concerned in consultetion, and 
where two COlUlllissioners are not in agreement, the question will 
be determined by the Central Board of Revenue. In all cases of 
dispute, however, hefore any such question is determined, the 
assess~e must be givell an opportunity of lepresenting his views. 

If an 8ssessee whom an Income-tax Officer is seeking to assess 
challenges his jurisdiction on the ground that the assessee's prin
cipal place of business or residence is in a different income-tax 
circle, the Income-tex Offi~er should at on"ce report the case to the 
Commissioner for orders. Even if the Income-tax Officers of the 
various circles "oncerned are in agreement as to the proper place 
of assessment, they are not competent to decide finally where the 
assessment should be made unless the asseseee acquiescee in their 
decision. If he disputes it and the alternative places of assesl'
ment are all in lie salUe l>rovin~e, the Commissioner of In~ollle
tex of that Province can finally determina the place of assessment. 
If alternative places of assessment are not situated in the same 
Province, it is not necessary for the Commissioners to refer the 
Il8III to the Central Board of Revenue, unless they hold dUferent 
views. .. 

It is not necessary for an assessee who disputes the jurisdiction 
of the Income-tax Officer either to move the Commiasioner himself 
or to ask the Income-tax Officer to do so. Whatever the assessee 
doee or proposes to do, therefore, the Income-tax Officer should 
take the Commissioner's orders at 0Ile& whenever his jurisdictioD 
i. ehl\llenged. 

As the question of jurisdiction must be decided before any 
assessment ~an be made, the Income-tax Officers and Commissioner';. 
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shoulw. deal with all questions arising under section 64 as expedi. 
tiously as possible. 

106. Reference to Hiyh Court. (Secti",. 66.)-Under the Act 
of llns a reference to the High Court on a question of law might 
be made only if the head of the income-tax department in a pro
vince saw fit. He was not required to make any such reference on 
the application of an assessee if satisfied that the application was 
frivolous or that a reference was unnecessary. Under section 66 
of the Act, the Commissioner of Income-tax has no longer power 
to withhold a reference on these gronnds but is required to state a 
case to the HilJh Court on the application of an assessee. In order 
to provide agamst frivolous or unnecessary applicatious, sub-section 
(2) requires that every such application shall be accompanied by a 
ree of Its. 100 or such lesser sum as may be prescribed by rule 
made by the Central Board of Revenue (no lesser sum has yet been 
prescribed). In order to safeguard the revenue, sub-section (7) 
.provides that the fact that a case has been stated to the ~igh Court 
shall in no way stop the collection of the tax from the assel!l!ee. . 

An application for a reference to the High Court can only be 
made after an- appeal to the Assistant Commissioner under section 
31 or an appeal under section 32 to the Commissioner Or a refer
ence to a Board of Referees under section a3-A has been disposed 
of. An assessee must therefore exhaust his remedies of appeal 
to the income-tax authorities before requiring a reference to the 
High Court. As it is desirable that questions of principle should, 
so far as possible, be settled by the revenue Il'Utiterities, the 1!""0vi80 
to sub-section (2) provides that if on receipt of such an application 
the Commissioner is himself prepared to give a ruling in favour 
of the assessee on the point of law raised, the applicant may with
draw his application for a reference to the High Court in which 
event the fee paid shall be refunded. 

No refund shonld however bo made in case. in which Commi .. 
sioner refuses to state a caRe to the High Court as under the sub
stantive paIt of section 66 (2) it is the making of an application 
for a reference to the High Court which invob-es the liahility to 

. pay the fee, and such liability therefore arises irrespectively of 
whether such reference is or is not made. The refund of fee except 
in-the circumstances specified in the proviso to section 66 (2), is 
therefore not warranted by the Act. 

No reference may be made t'> the High Court on a question of 
fact. The Commi.sioner, uncler these provisions, may, therefore, 
only withhhold an application for a refereace to the High Court 
if he consielers that a point of Jaw is not involvecl. If he doe. witb
hold it on that ground, the applicant under sub-section (-3) may 
apply to the High Court, witbin six montbs from the date oa 
which he is served with notie.. of the refusal to make a referenra 
for a 7lUlndamu. requiring thG Cornmisaioner to state a case, and if 
the High Court is8t1es such a requiaition, the Commissioner must 
state a case. 
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Where an Assistant Commissioner, hearing an appeal against 
an order purporting to have been made under sub-section (4) .ot.. 
section 23, dismisses the appeal on the sround that the as~sment 
was rightly made under that sub-sectlon and that therKore no 
appeal lies, the order dismissing the appeal is an order under ·section 
31 within the meaning of sub-section (2) of section 66 and the 
assessee is therefore entitled to require the Commissiuner to refer. 
to the High Court any question of law arising out of such order. 

The Commissioner retains the power to state a pase to the High . 
Court on his own motion or on a reference from any income-tax 
authority subordinate to him. No authority other than the Com
missioner is authorised to state a case for the High Court. 

The application for a reference must be made by the assessee 
within sixty days of the date on which he is aerved ·with notice 
of an order by an Assistant Commissioner under section 31, or by a 
Commissioner under section 32, or of a decision by a· Board of 
Referees under section 33-A, and the reference to the High Court 

"must be made by the Commissioner within sixty days of the receipt 
of the application. . 

Under section 66-A, an appeal lies to the Privy Council from 
any judgment of the High Court delivered in a reference under 
Mction 66 if the High Court certifies that the case is a fit one for 
appeal. . 

10e-A.. Computation 0/ period~ o/limitation. (Section 67-A.) 
-In computing the period of limitation prescribed for an appeal. 
under 'llotion 3tr 0,32 or for an application under 'BCtion 66, the 
day on which the order complained of was made and the time. 
requisite for obtaining a copy of such order shan be excluded. 
The application or appeal must however be filed not later than the 
last day of the period of 30 or 60 days, as the case may ber 80 
t'Omputed. 

Under ,ection 21, the return must be filed on or before the 30th 
April. Under Hction 22 (2). if notice is received on May lst, and . 
the time specified in the notice is thirty day.. the return must be 
mada at least on May 3lat. Cases under 'lletion 66 (3) are for the 
High Court to d~ with. 

107. Alle._.t 01 in_II comfHJniu.-Under section 69 
(2) (ii) special ruleR have been made prescribing the manner ill 
which and the procedure by which. ineome. profits and gains shall 
be arrived at In the C888 of insurance eompanies. The rules IIct 

made are rules 25 to 32 wbile rule 86 deals Wlth the particular case 
of non-resident companies. 

Under these rules the income. profits end ,aini of lile assurence 
C'ODlpenies incorporated in British India are determined by taking 
tha annual average of the totel profits disclosed by the last actuarial 
nluation adding thereto any deductions made from the gross 
income in arriving at the actuarial Yftluation which are not admis
sible under the Incoms-tax Act and addin/r also any Indian ineome
las: deducted from or paid on income derived from inV1!Shnenta 
before BUch income is received. If tha ladiara t"~'" dNiucted 

r. 
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at the so~ce'.lrom interest on investmente exceeds the tax on profitt 
thus calculated, a refund is permitted of the amount, by which the 
deduci.ion from interest on investments exceeds the tax payable 
on profitt. The same provisions under rule 26 apply also to the 
determinatiolJ of the income, }lrofits and gains derived from the 
annuity and capital 1'edemptWn business of life assurance ,com-

• panies, the profits of which can be ascertained from the resultt 
of an actuarial valuation. 

For the purpose of refund in such cases it is the annual average 
of the tax deducted from the interest on the company's investmente 
,at the source that is to be taken and not, as has been sometimes 
claimed' by insurance companies, the tax actually paid during a 
particular year of assessment. The reason for this is obvious. 
The method of assessment b""ed on the previous valuation is itself 
a concession which, if the co~panies wish to enjoy, they must take, 
as a whole. If there were to be a subsequent ra-adjustment with 
reference to any of the transactions in the current actuarial period, 
this would have to be made after the period was closed with re
ference to the transactions of the company ap a ,whole during that 
period, but tbis course would obviously not be suitable as it would 
mean very .long deferred adjustmente. 

In othe1' cla88es of insurance business (fire, marine, motor car, 
burglary, etc.), an annual calculation of profits is practic8 ble, and 
rule 29 provides in the case of those particular busineSses for the 
method of treating sums placed by companies carryin!!' on BOme or 
all of these branches of insurance business to ro!l!erves for unexphed 
~isks. The reasons underlyin!!, the concession granted in this rule 
RholIld be carefully noted. Tbe profits derived. for inRtaMe. by a 
Fire. Insurance Company from the premia which it re~eiveR ran not 
"",finally determined until the policies issued in return for the 
premia have expired and the risks to the eompnny thereUDller have 
terminated. and. as the periods durin!!, which the risks endure will 
not ordinarily coincide with the period on wbich the aA8eRsment to 
in~ome-tax is based. it is neces"aJ'V to frome some estimate of the 
expenditure which the companv will be called upon to in~r owing 
to the fact that the risks covered by its premi"m income in the year 
"f assessment have not entirelv ceaSed. With proper safeguard. 
til prevent manipulation df tlie account •• this estimate can 'equit
ably he made by treatin!!' 811m. plar.ed hy inourance companies 
carrying on these classes of busi"pss to their reserves for unexpired 
risks as expenditure incurred solelv for the purpo.e of Bnrnin.r the 
profitt of fhe business. .And wh;'re, as not infrpouentlv or.cun. 
the reserve is di.ded into two paris of whirh th" first i. intended 
to cover normal unexpired risks and is I!enerallv re~konpd Rt • 
fixed percentage of the premiums, and tbe Berooo is intendpd to 
cover exceptional lo.oeo from widesnread ('alamitieR, the rul .. allows 
thi. treatment to additions to both parts of the reserve. The Iftfe
guards against abuse which the rule imposes are 88 follows:-

(1) All ~ums on account of unexpired rioka. which a company 
Wl8hes to have treated a8 expenditure for inCOlne-tax 
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or super-tllll: purposes, must actually be credited to a 
Fund in the acoounte of the COPlpany; 

1(2) They' must also be specifically appropriated to meet liabi
hties under existing contracts; and 

(3) 'the contracts must be with policy-horcfers. 

TIu! onll other fund established by insurance ooml?anies for 
~hich speo1al provision is made in the rules (Rule 30) 18 the In
~ vestment Reserve Fund. Amounte aotually credited by an in
auranel!' company of any kind in the ordinary accounte of its 
business for the accounting period to its Investment Reserve Fund 
-for tlu! purpose of meeting depreciation in the value of its seeuri-
1ies oan be treated as expenditure inourred for the purpose of 
.earning the profits of the business in determining the te:a:able 
income of the insuranoe company in that year. The reasona for 
-this departure from the general rule that. reserves are not allowed • 
a8 a business expense are as follows :-In the first place it ma, 
be noted that these adjustments are not optional, the company 18 
required to make them in order to ensure that its assets are not 

o()verstated in tbe -valuation. The transfer of sums by a Life 
Assurance Company to Investment Reserve Fund dilfers, mo~ 
-over, essentially from. the placing of amounts to reserve by a bank 
.or ordina.ry commercial companr, either for the purpose of extend
ing its business, or for the proVlsion of additional working 'capital: 
the sums thus plaeed to reserve are praotically speaking composed 
of undistributed profits. TheJ:8 is also a substantial dilference 
between' this transaction on the part of an insurance company, and: 
that by which a bank writes 011 the depreciation of the securities 
-which it holds. 'A bank meets depreciat10n by reducing its Reserve 
Fund: a Life Insurance Company meets it by reducing its Life 
Assuranoe Funds, and this reduction may be made either by writing , 
-down its assets or by leaving the assets unaltered, and aetting up. 
as a liAbility an Investment Reserve Fund equal to the depreeia-
1ion. The latter C01U'8e ia usually adopted: but in both caaee the 
depreciation is a 1088, and ~ ta:a: the amount of depreciation wduld 
lead to the allomaloua result that the greater the 1088 to the company 
the greater would be the amount whil:h it ia required to place to 
its Investmeut Reserve Fund, and consequently the greater t1ie 
-tax it would have to pay. 

On the other hand should the eooonnts show a credit for 
.. IIppreciation" of _ts, rule 30 provides for IUch appreciation 
'being ta:a:ed. The word. .. aa has been otherwiee taken into 
aceount" in the latter portion of rule 30 mean II having -bean 
~rried to the :&ita Aaaurance Fund or otherwise taken into ao
count ". 

The reaeon for the uee of the word .. may II instead of II shall I. 
in rules 27, 29 and 30 ia that while the _oeasiona conferred by 
these rules should be ~ted as a general practice the income-tu: 
authorities retain a discretion to refulIe them where the ___ ona 
4lne bHn abused • .. 
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Companies carrying on Dividing Society 111' Allemnent busi
ness are in a different position to the insurance companies proper" 
in that they have not to build up funds similar to the Life Assur
ance Fund of ordinary Life Assurance business, and their profit. 
are not ordinarily ascertainable b;r actuarial valuation. It is neces.
sary, therefore, to :fix some arbItrary method of determinins the
taxable income of companies transacting these kinds of busmess, 
and under rule 31 this is done by taking J I) per cent. of the pre
mium income in the " previous year". 
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Agricultural income-contd. 
exemption not applicable 

to income from agriculture 
abroad • 

forest or trees-income 
derived from, when not 
liable • 

income partly derived from 
agriculture, aeeesement of 

non-agricultural income from 
• permanently settled land, 

not exempt • 
power of Central Board of 

Revenue' to make rules 
for aesessment of . 

Agriculturarproduce. market value of • . . 

sale of raw, by cultivator, 
eto., mcome from, exempt. 

Air Force, wound and injury pensions exempt 
Allowance. benefit or perquisite. special, exempt • 
Allowances. house-rent, when exempt . 

AUowances,' inadmissible. (See Deductions from 
- taxable income). 

lUIowances,' in assessing business income, admis
sibl&- -

IIDimal& dead or useless • 
auditing'of accounts, expenditure on, when 

admiseJ.'ble • 

bad}ebts (see ' Bad debts '). 

bonus or commissi'lD paid to an employoe, 
when adn:Uesible • , 

~rrowed capital, interest on 

business taxed for the first tim&
Accumulated depreciation to be 

allowed year by year 
debentures, interest on 
depreciation on buildingll, machinery, plant 

or furniture, eta. • 

S. 2 (1), P. 2. 

P.2. 

R. 23, 24, P. 2. 

P.2. 

S. 59 (2) (a) (i). 

R. 24. 

P.2. 
P. 17 (29), (30). 
S. 4 (3) (ln1, P. 22. 
P.22. 

B. 10 (2) (ma), P. 47-A. 

P.49. 

B. 10 (2) (1Iiiia), P. 48-.1. 
B. 10 (2) (m1. :p'"' . 

P.46. 
P.", 

B. 10 (2) (w'). P. 46, 
R. 8-9. 

excess of - over profits; how to be 
adjusted, B. II' (2) (w'), P. 46. 
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Allowanoes, in assessing business income. admis
aibl~td. 

depreoiation, eta.-
plant below ground 
rent free residenoes 

embezzlement by emplofee • 
insuranoe against loss of profits, pre-

mium, when admissible . 

P.46. 
P.46. 
P.49. 

P.45. 
S. 10(2) (w): P. 45 . .. insuranoe of buildings, eta. 

irreooverable loans (see Bad debts). 
land revenue, looal and munioipal taxes 
looal rats or tax not dependent on 

S. 10 (2) (lIiii), P. 48, 53. 

profits . P. 48, 53. 
obsolesoence of machinery, eto. • 
partners' oapital, interest on, when ed-

S. 10 (2)' (mil, P ... 47: 
• 

missible. '. P.44. 
pensions to ex-employees • • P.49, 
provident funds (see major heed 

.. Provident Funds "). 

railway or tramway (other than electrio 
tramway)-allowanoea-depreoiation, 
obsolescence, repaim-aotuai . ex
penditure-option to substitute 

religious, charitable and educational 
purposes, sums received for and'spent 
on, not taxable • • : • 

rent of premises ••• 

P. 18. 46. 

P.49. 
B. 10 (2) (I), P. 42-

P.43. ,repairs (current), interpretation of 
repairs to machjnery, plant or furni-

ture S. 10:(2) (tI). 
repairs to premises B. 10 (2) (i.), (v). P. U. 
reserve, SUJD8 plaoed to a pension,-when 

penniasible • P,~49. 

special expenditure. sums received for. 
when edmjBBible • • P. 49. 

SUOO888or to a buainees-depreoiation 
allowance due to predeoeasor-GDy 
forward permissible • • • P.46.. 

superannuation funds, auma ooutri-
bu.ted to. by employers. when per-
miaaible. •••• P. 49. 
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Agricultural incom&-conld. 

exemption not applicable 
to income from agriculture 
abroad. 

forest or trees-income 
derived from, when not 
liable. . 

income partly derived from 
agriculture, assessment of 

non-agricultural income from 
permanently settled land, 
not exempt • 

power of Central Board of 
Revenue to make rules 
for assessment of • 

Agricultural'produce, market value of • . . 
sale of raw, by cultivator, 

eto., mcome from, exempt. 
Air Foree, wound and injury pensions exempt 
Allowance, benefit or perquisite, special, exempt • 
Allowances, house-rent, when exempt • 
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- taxable income). 
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auditing' of accounts, expenditure on, when 
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business taxed for the first tim_ 
Accumulated depreciation to be 
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B.2 (I), P. 2. 

P.2. 

R. 23, 24, P. 2. 

P.2. 
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P.2. 
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P.49. 
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P.". 

• 

S. 10 (2) (tit'). P. 46. 
R. 8-9. 

excess of - over profits; how to be 
adjUBtsd • S. I" (2) (tit'), P. 44. 
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Allowances, in assessing bUBiness income, admis
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plant below ground 
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- . 

insurance against 1088 of profits, pre-
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P.46. 
P.46. 
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S. 10 (2) (viii), P. 48, 53. 
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P. 18,46. 
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S. 10 (2) (,), P. 42-
P.48. .repaim (ourrent), interpretation of 
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Allowances, in pssessjng business inoome. admis
sible-concld. 

Workmen's Compensation or Accident 
Insuranoe Act (VTII of 1923), premia 
paid under 

Allowances in asses;ng income from other IIOIlI'08II, 
silmjssib\e • • 

interest on loan raised to purchase 
securities 

banker's oertificate . 
Allowances, in assessjng professional earuiDg&. 

Mmjssillle 

furniture, office equipment or instru
ments, replacement, cost of 

Allowances. in asses;ng property, admissible

collection eharges 
not to exoeed 6 per cent • 

Charge secured on property and interest 
thereon 

ground rent 
insurance • 
insurance against 1068 of rent, pre-

mium, when admissible 
land revenue 
method of calculation 
mortgages. interest due under 
rent,' legal expenses incurred in re-

covering 
rent, unreaJised 
repairs 
unrealised rent • 
vacancies • 

Allowane811 in assering properly, ivMmj""ible 
Allowances. leave, paid in United Kingdom when 

liahle • 
Amortisation of capital, depreciation on account of. 

jnadmjl!!!1"le 
ADl:uI. District of, application of the Act to . 

income of persons, other than 
persons in the aeftvce of the 
Government, residing in 
exempt • 

P.49. 

S. 12 (2), P. 52. 

P.52. 
P.52. 

S. 11 (2), P. 51-A, 58. 

S. 11 (2). P. 51-A. 

S. 9 (1) (vi), P. 3L 
R. 7. 

S. 9 (1) ('v). P. 33. 
S. 9 (1) (w) '" (v), P. 53. 
S. 9 (1) COli), P. 33. 

P.33. 
S. 9 (1) (v), P. 53. 
P.29. 
S. 9 Cl) (w), P. 33. 

P.34. 
P. 17 (37), 34-A. 
S. 9 (1) (11 '" (,,1, P. 32-
P. 17 (37). 34-A. 
8. 9 (1) (vi11, P. 35. 
P. 31, 53. 

P. 27 (see Exemp~ns). 

P.46. 
P.l. 

P. 17 (3;)1. 



Annual value, of house property, defined 

of house property in oWller'a resi-
dential occupation, defined 

AnnnitJ, deferred, exemption 
AnnnitJ, inoluded in term. .. salary .. _ • 

AnnnitJ, under will, liable • 

AnnnitJ and capital redemption busineas, profits, 
how oaloulated 

Anticipatory and exemption oertifioatea .. 
Appeal, to Assistant Commissioner-

againat &ll8ll8811lent 

againat decision 118 to the amount of loss 
sustained • 

against decision regarding accounting 
method 

against penalty for concealment of in
come 

against penalty for failure to notify dis
continuance of business 

againat refusal to 1'8-assess 
Appsal, to Commiasioner-

against enhancement of ax by Assistant 
Commissioner 

against penalty for conoea1ment of income. 
Appeal" forfsiture of right of 

form of 
fresh pesessment on 
hearing of 

adjournment of hearing 
inquiry on 
limitation 

non-appearance of appellant, decision to 
be recorded on merita • 

suspension of payment of ax pending dis
posalof 

verification • 

Appeal" depadmen&al. to Local Government by 
Aasiatant Commissioner 
or Inoome-ax Oflioer " 

S. 9 (2), P. SO. 

S. 9 (2), Prov., P. SO. 
S. 7 (1). Prov., P. 11, 56,' 

S. 7 (1). P. 25. 
P.23. 

R. 26, P. 107. 

P.61. 
• 

S. 30 (1). P. 78. 

P.78. 

P.38. 

S. 30 (1), P. 78. 

S. 30 (I), P. 78. 
S. 30 (I), P. 67. 

S. 32 (I), P. 80. 
S. 32 (1). P. 80. 
8.30 (I), Prov., P. 67, 69. 
S. 30 (3). S2 (2). R. 21, 22. 
S. 31 (3) (b). 
S. 31 (1). P. 79. 
S. 31 (1). 
S. 31 (2). P. 79. 
S. 30 (2). 32 (1). 67-A. 

P.79. 

S. 45. P.91. 
S. SO (3), 32 (2), P. 78, 

R. 2l, 22. 

P.lIt. 
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Appellate powers, of Assistant Commissioner. 
of Commissioner 

Application of Income-tax Act. (See Exemptions.) 
Appointment of Assistant Commissioner 

of the Central Board of R~venue 
of C()mmissioner 

of Income-tax Officers 

Appointments, approval of Local Government when 
required . 

Arrear 01 rent of land, interest on-when liable to 
• income-tax 

Assessee, defined 

personal attendance of . 
personal expenses of, deduction inadmis

sible 
representation of, in proceedings 
returns, must be signed by . 

ABI8ISment 
cancellation of, by Assistant Commis

sioner on appeal • 
cancellation of. by Income-tax Officer, 

when sufficient cause shown 
(onfirmation of. on appeal 
disoo~tinuance of business 
enhaJicement of, by Assistant Com-

missioner on appeal 
appeal against such order 
appellant to show cause against order 

of enhancement . ' 

fresh assessment, on appeal • 
fresh assessment when sufficient cause 

shown, by Inoome-tax Officer • 
appeal against refusal to make 

fresh eeeeesment 
inoome escaping assessment, method f 

S. 31 (2), (3), P. 79. 
S. 32 (3). 

S. 6(4), (5), P. 24 (2). 
P. 24 (1). 
S. 6 (3). (5), P. 24 (2). 
S. 6 (4), (5), ,Po 24 (2), 

(4). 

P. 24 (2). 

P.2. 
S. 2 (2). P. 3. 
S. 23 (2). 61, P. 71, 92. 

P.40. 
S. 61. P. 71. 
P.71. 

S.23. 

8. 31 (3). 

S. 27. P. 67. 
8.31 (3). 
8. 26 (1). (2), P. 74-

8. 31 (3) (a), P. 79. 

8.32 P. SO. 

8. 31 (3), Prov. 
8. 31 (3) (b). 

8.27, P. 67. 

8. 30 (1), P. 78. 

of assessing • 8. 34. P. 82. 
individual members of firms. associa

tions and oompanies, power to II88eS8 

mistakes in, rectification of 

8. 23-A. . . 
8. 35, P."'83. 



Asseaun8D~. 

order of 
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copy of. to be granted free 
place of • 

AaeII. wasting. depreciation on. inadmjMibJe 
AIsistan~ Commjasjoner, appeal to. against assess

ment, penalty for con
oeaIment. or failure to 
give notioe of disconti
Duanoe of business. or 
refusal to make fresh 
l188e881Dent • 

forfeiture of right of 

form of • 
fresh &8se'pment on 

hearing of 
adjournment of hear

ing. 

inquiry on 

appeal to-
limitation 

extension of. by 
Assistant Com-

lI1l8p8Il8ion of pay-
ment of tax pending 
dispoeal of • 

verilicatiou of 
appeal to CommjMioner 

against orders of, en
hanoing asses=eut or 
imposing penalty for 
oonoealment of income 

appellate powers of 
appellant to show ca1l88 

against wanoement • 
appointment of. by Cen

t;ral Board of Revenne 
appointment of. by Com

mjerioner • 

s. 23 (3). 

P.76. 
S. 64. P. 105. 

P.46. 

. S. 30 (1). P. 38. 67. 69. 
78. • • 

S. 30 (1), Prov .• P. 6£' 
78. 

S. 30 (3), R. 21, P. 78. 
S. 31 (3) (b). 

S. 31 (1). P. 79. SO. 

S. 31 (1). 
S. 31 (2), P. 79. 

S. 30 (2). 

S. 30 (2). 

s. (5, P.91. 
S. 30 (3). R. 21. 

S. 32, P. SO. 
S. 31 (3), P. 79. 

S. 31 (3), Prav. 

S. Ii (5). 

S. I) (4). 
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Assistant Commissioner-contd. 

subject to control of 
Governor-Gene r a I, 
exerci§ed through 
Local Government 

Commissioner may direct 
to exercise powers of 
Income-tax Officer 

Commissioner may exer
cise powers of 

defined • 

diSJDissai of, appeal to 
Local Government ~ 

increment of pay, appeal 
to Local Government 
~gainst order withhold
mg 

power to call for return 
of members of firm or 
Hindu Undivided 
family 

power to call for return of 

S. 5 (4), P. 24 (2). 

S. 5 (4). 

S. 5 (4). 
S. 2 (3). 

P. 24 (2). 

P.24. 

S. 38 (1). 

names of beneficiaries • S. 38 (2). 

power to compound off-
ence • S. 53 (2), P. 96. 

power to direct assess-
ment of resident on 
profits of non-resident. S. 42 (2). 

power to impose penalty 
for concealment of in-
come • S. 28 (1), P. 68. 

copy of order to be 
sent to II1come-tax 
Officer • B. 28 (2). 

power to impose penalty 
ror failure to distribute 
profits in accordance 
with terms of partner· 
ship deed . P. 28 (2), P. 68. 

power to inspect register 
of shareholders, etc., of 
company B. 39 P. 70. 
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AII8i8tant COIIIDlisBioner-ootlol4. 
power to issue comm.is

mODS for the examina
tion of witnesses • 

power to order prosecu
tioDS . 

power to rectify mistakes. 
power to stay prosecu-

S. 37 (e), P. 70. 

S. 53 (1), P. 68, 96. 
S. 35, P. 83. 

tiODS • S. 53 (2), P. 96. 
power to summon docu

ments and witnesses 
power to take evidence on 

oath . 
proceedings before, are 

judicial proceedings •• 
AaaoaiaUon, individual members, power to 888888 

liability to tax of 
principal officer of, defined 
return of employes by 
service of notice on . 

Allurauoe. (See Insurance.) 
Auditors. approved, profit and loss statement by 
Authorities 
Bad lIabla, deduotion not permissible if accounts 

kept on cash basis • 
deduotion permissible if accounts kept 

on mercantile basis • 
loans, irrecoverable, deduction when 

permissible 
reserve for bad debts, Bums placed to, 

deduotion not permissible 
Ba\aDoe sheet. foreign inoome not taxable merely 

by reason of entri in • • 
BanIlIIIn4s. regimental, oompulsory payments to, 

not liable to tax . 

IIanplon, Civil and Military Station, application 
of the Ao\ to • • 

BaU. _unties held as part of eapital or _ 
of. depreciation on. Ilot II permissible 
deduotion 

lealiaatioll of. profit 011. not aase_hle 

S. 37 (a), (b), P. 70. 

S. 37 (b): 

S. 37. P. 70. 
S.23-A. 
S. 3. 55. 56. 63 (2). P. a. 
S. 2 (12). P. 7.· 
S. 21, R. 17. 
S. 63 (2). 

P.69. 
S. 5. P. 24. 

P.37. 

P.37. 

P.41. 

P. to. 

s. , (2) Explanation. 

P. 17 (4). 

P.I .. 

P.46. 

P. "'., 
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Banker, Certifioate by, of deduotion of interest on 
securities • 

eertmoate by, of interest paid on loan for 
purehas~ of securities • 

8 anking bllSiness, irrecoverable loan-admissible 
dednctlon 

:Baroda, Cantonment of, application of the Act to 
JIegging, income from professional, assessable 
Beneficiaries, trustees assessable on behalf of 
Berar. application of the Act to . 
Betting, casual gaiDs not assessable 

Board 01 Referees 
Board 01 Revenue, Central.' (See Central Board of 

• Revenne.) 

Bomb8,J Presidency, British administered areas in, 
application of the Act to . 

Bonus, for servioes rendered, not exempt 
to retiring ,employee, inadmissible deduo

tion • 
iBooks. authom' profits, assessable 
'Book-makers, profits of, assessable 

Book profits and losses, enter into oalculation of 
income on mercantile" 

P.61. 

P.28. 

P.41. 
P.l. 
P. 23, Illustration (3~ 
S. 40, 41, 'P. 85. 
P.l. 
P. 23, Illustration (2). 
S.3S-A. 

P.l. 
P.23. 

P.49. 
P.23, Illustration (0). 
P. 23, Illustration (2). 

system. P.37. 

"orrowed capital, interest on. (See Allowances.) 

'British BalPchistan. application of the Act to B. 1 (2), P. 1. 

lJritiBlllDJian Subject. income paid to, ontside 
British India, when 
chargeable B. 7 (2), P. 1, 15, 26. 

'JJuildings. (See All&wanoes, Deductions from tax-
able income, Property.) 

BurglarJ Iilsuraooe Company, assessment of . P. 107. 

Buliness, assessment of p!Ofits from. (See Allow-
ances, Deductions from taxable income 
-Exemptions.} 

oasuaI gaiM from, assessable . S. 4 (3) (wii). P. 23. 

change of ownership. liability of 
successor •. S. 26 (2), P. 75-A.. 

iednctioDa admissible in _easing (See 
Allowances.) 
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!t1l11"811 conld. 
deductiollB inadmill"ible in assessing (see 

DeductiollB from taxable inoome) 
di!finitioD of , 
discontinuance of, assessment (business 

P.40. 
B. 2 (4), P. 39. 

II88eB8ed under Act of 1915} .- s. 25 (3), P. 14, 7'. 
disoontinuance of,' assessment -(busi-

nesses oo~enoed after March 1922) • S. 25 (I), P.14,7~ 
disoontinuance of, assessment on period 

Bubaequent to end of previous year, 
discretionary • • P. 14 . 

. disoontinuanoe of, notioe to be given by 
aasesaee . . 

penalty for failure to give DOtice • 
appeal &gainlt penalty 

disoontinuanoe of, 8SBe&8ment, notice to 
be giv6n to assessee • 

disoontinuanoe of, reoovery of tax . 
BUliD88I abroad. (See Non-resident..) 
Basinea abroad. profit. and gainl of, whea taxable 
BUliD88I oonneotiOD in BritiBh III dia. (See Non-

resident.. ) 
BUliDeu IQ811181 (Bee Allowanoes, DeduotiollB 

from taxable income). 

BUliDeu ,remllel (see Allowances, DeduotiollB 
from taxable inoome). 

annual value of, not taxable 
under II Property" 

BUliD88I, branch, power of Income-tax Officer 
Dew. M'''ement of 

Oanoel1aUon of isle [Illenlo on appeal • 
when 0&_ is Bhown • 

Oanoellation of order' enhaDciDc 181'8 menlo b 

B. 25 (2). 
B. 25 (2). 
B. SO (I), P. 78. 

S. 25 (4). 

e. 44, P. 74. 

S. 4 (2), P. 15. 

S. 9 (1), P. 29. 

S. 64 (4), P. 24 (4), 64-
P.7l. 

S. 31 (3) (0). 
S. 27, P. 67. 

Oomm;Mioner • S. 32 (3). 

OanoeDatI')Il of order ~ J,I8IIaltr. by Aasiatant 
Commie-
aioner • S. 31 (3) (0). 

by Commie. 
aiont!! 

-
S. 3i IS). 

OanoeDaUoa ofl'8liBtrltioll of a linn. • • S. ~ (4). 



.: 
Capital (see Al]Qwances, Deductions from. taxable 

incom.e). 

-CapifaJ, borrowed, subscriptions to certain Mutual 
Benefit aocieties included in 

Capital expeuditure. inachnissible • 
CapitaJ, imported into British India, not liable 
Cash basis, of accountancy • 

Casual reeeipts, when exem.pt 
exam.ples 

Central Board 01 Revenue, defined 
functions of 

power to appoint.Assist-
ant ColIUDissionera, 
C"mmissioners and 

S. 10 (2) (m), Explana-
tion, P. 44. 

P.40. 
P.15. 
P. 13, 37. 

S. 4 (3) (vii), P. 23. 
P.23. 

S. 2 (la). 
P.24. 

Incom.e-tax Officers • S. 5 (6)~ P. 24. 
power to declare foreign 

association to be a 
Company • S. 2 (6), P. 4. 

power to define pre
vious year in certam • 
cases, and to dele· 
gate such power S. 2 (11) (b), P. 6. 

power to determine 
place of assesement • S. 64 (3), P. 105. 

assessee to be 
heard S. 64 (3), Prov., P. 105. 

power to direct to 
whom tax deducted 
from salaries and 
interest on securities. 
should be paid . 

power to ;nake roles 
power to prescribe 

Mutual Benefit 
Societies • 

power to prescribe per
aon who should make 
returns of employees 

Central India, British administered areae in. appli
ClItion of the Act to • 

S. 18 (6), 4~ (6), R. 10-
12. P. 91. 

S. 59. P. 24, 101. 

S. 10 (2) ("'1, Explana
tion, P. 44. 

S. 21, R. 15, P. 64. 

P.l. 
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bhange 01 ownership • S. 26. P; 14'. 75. 
t firma converted into com-

pany. method of aasesa-
ment • P.75. 

recovery of tax • • S. 44. P. U. 
Charges. (See Allowances. Deduotiolill from tax

able income.) 
Charging sectiODS, Income-tax 

Super-tax 
S. S. P. S. 
S. 56. P. S. 

Charitable Institution, voluntary oontributioDB to; 
exempt . S. 4 (3) (Ii). P. 19. 

Charitable InstitutioDB, purposes aDd tnutI, ex
emption applies if in
come set &aide for. need 
not be actually spent in 
year of account 

Charitable purposea, defined 
income from property held 

P.19. 
S. 4 (3) adjin. 

for, when exempt'S. 4 (3) (l) (il), P. 19. 
Charit1, expenditure on, inadmissible as & deduc

tion . 
Civil Col1l't, portion of saIary withheld under order 

P.40. 

of, taxable •. • P. 25. 
Civil Couria, jurisdiotion barred • S. 67. 

prohl"bited from 8UI11l11oning income-
tax recorda . S. M (1). 

Coal, dopreoiation on, &8 a waating &aBet, inadmis
sible 

Coal MinaI, sh&fta, tramways, sidings, deprecia· 
tion allowances 

Collection Ghargea, allowances for . 
maximUIII of 6 per cent. 

Collection 01 taz. (See Recovery.) 
Collector. recovery of tax by 
Colonial Treuuriee, salary, etc., drawn at, by 

Officer on duty or leave 
Commisoion, included in .. Salaries .. • 

partner's inadmissible &8 a deduotion. 
• Commission, issue 01· • 
Commiasioner 0I1noome-tu. appeals to. (Sea 

Appaals.) 

P.46. 

P.45. 
S. 9 (1) (til). P. M. 
s. 9 (1) (m). R. 7, P. M 

So 46 (2). P. 91-

P. 17 (22) 4: (25). 
S. 'I (1). 

P.«' 
S. 87 (e), P. 70 • 



• Commjssioner 01 Income-taz-oontd. _, . 
. ~ appointment of. by 

Central Board of 
". . Revenue • 

appointment of. by 
Governor-G e n e-
ra! . . . 
recommendat ion 

of Local Gov
ernment to be 
considered 

.Assistant Commis-
sioners and In
come-tax Officers 
appointed by. 
and subordinate 
to 

definition of • 
functions of 
powers appellate 

powers. 
power to appoint 

Assistant Com-
DlIS810ners and 
Income-tax 
Officers 

control of Local 
Government • 

power to determine 
place of assess
ment in case of 
dispute 
assessee to be 

B.o (6). P. 24 (2). 

B. 0 (3). P. 24:(2). 

B. 0 (3). • 

B. 0 (4). P. 24 (2). 
B- 2 (5). 
P. 24 (2). 

B- 32. P. SO. 

B. 5 (4). P. 24 (2). 

P. 24 (2). 

B. 64 (3). P. 105. 

heard B. 64 (3). Prov •• P. 105. 
power to determine 

.. previous year". B- 2 (11) (b). P. 6. 
power to direct that 

powers of .Assist
ant Commis
sioner and In
come-tax Officer 
shall be exercised 
by Commissioner 
and :Assistant 
Commjosio'ler B- Ii (4). P. 24 (2). 
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Commissioner 01 Income-ta'l:-conta." . ' .. ' 
. powei to direct...re-· 

covery of arrearS 
of income:-tax 
like municipal 
tax er local rate 
and by what 
authority S. 46 (3) & (4), P. 91. 

power to impose
penklty for failure 
to distribute profits 
in accordance with 
terms of partner-
ship deed S. 28 (2), P. 68. 

power to issue com-
mission S. 37 (e). 

power to levy 
penalty for con-
cealing income • S. 28 (I), P. 68. 
copy of order to 

be sent to ". 
Inoome·tax 
Offioer S. 28 (2). 

power to rectify 
mistakes S. 35, P. 83. 

power to reduoe 
partners' 8IlSeB8-

ment when firm'a 
asseBBment is 
reduced P.81. 

power to refer case 
to High Court S. 66, P. 106. 
may allow inter-

est on refund 
inauchcaaea S. 66 (7), Prov. 

power to sanction 
prosecution for 
diBcloaure of in-
formation by 
publio servant - S. M (2). Prov_ 

power to BUmmOIl 
witn_ and 
documents . S. 37 (b). 

power to take evi-
denoe Oil oam • S. 37 (Q). 
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(lommissioner 01 Income-tax-concld. 

powers of review 
(see Review 
powers). 

(lommilsioner, proceedings before, are Judicial pro
ceedinge • 

,company, assurance (see Insurance Company). 
defined .• 

flotation expenses (see Shares, cost of 
issuing). 

individual members-Power to assess • 
preparation and submission of annual 

returns of income 

preparation and submission of annual 
returns of salaries • . 

principal officer of, to furnish certifi
cates ol deduction of income-tax, to 
share-holders . 

~rofits of, assessed at maximum rate . 
register of members of, power of income

tax authorities to inspect . 
list of members not to be called for 

shareholder in, refund of income-tax to 

super-tax, liabilit~ to . 
charged at flat rate • 

(lompensation lor death or injuries, sums paid as, 
not liable. 

.colll1lOlition 01 oftences 
may be made before or 

after proceedings 
commenced. '. 

.composition 01 tax, not allowed 
under old Act 

force 

(lonoealment 01_ income, penalty for 
appeal against 

prosecution for 

remains in 

• 

S. 33, P. 2' (2), 81. 

S.37. 

S. 2 (6), P. ,. 

S.23-A. 

S. 22 (I), P. 65, 67, 68, 
R18. 

S. 21, R 16, 17, P. 64. 

S. 20, R U, P. 63, 92. 
Fin. Act, P. 63. 

S. 39, P. 70. 
P; 70. 
S. ~ (I), R. U, 37, 38, 

P. 11,59, 63, 92. 
S. 55, P. 12, 98. 
Fin. Act, P. 98. 

S. , (3) (fI), P. 17 (14), 
(15). 

S. 53 (2) . 

P.96 . 

P. 102. 

P.102. 

B. 28 (1), P. 67, 68. 

• 

B. 30 (1), 32 (1), P. 78, 
80. 

B. 51 (e), P. 67. 
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Consilll1ll1ent busiJlesa (see Non-residents). 
Consignments, Income-tax Officer not to caIl for' 

statement of- from ·Railway 
Company . • P. 7(). 

Collllllar employees (see Exemptions). 
Coll81l1s.loreign (see Exemptions). 
Contract ollndemnitJ loss recoverable under, in-

admissible. .• P. ro. 
Co-operative lIOOieties, dividends of, exempt from 

income-tax P. 17-A.. 
liable to super.tax • P. 17-A.. . 

interest on securities held 
by, liable to income-tax • 

profits of, exempt from in
come-tax 

liable to super-tax 
set oft of loss under any head 

of inoome that is exempt 
from tax againat any head 
of inoome that is not so 
exempt • 

Copies, of assessment orders, to be granted free 
Courts, oIvil. jurisdiotion barred • 

indemnification of . 
receiver appointed by, taxable on 

P. 17-A_ 

P.I7-A. 
P.17-A. 

P.I7-A.. 
P.76. 
S.67. 
S.65. 

behalf of estate S. 41, P. 81i. 
salaries withheld under orders of" 

liability to tax 
Court, IIlgh (see High Court). 
Courts 01 Wards, chargeable to tax 

indemnification of 
Cultivator. proceeds of sale of raw produce by. 

exempt. 
Death or injuriell, compensation for. not liable 

Debenture-holdera, register of. power of Asaistant 
Ounmissioner and Inoome
tax Officer to inspect • 

prosecution for refusing to allow 
. inspectiOD. et~. • • 

Debentuzel, foreign, interest on. when liable. 

P.25. 

S. 41. P. 85. 
S. 65. 

P.2. 
S. 4. (3) (II). P. 17 (14), 

(15). 

S. S9. P. 70. 

S. III (el. 

P.I6. 
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Deduction 01 income-tax (see Refunds'. 

omission to deduct direct 
levy of tax 

Deduction 01 income-tal: from interest o~ securities 
certificate by Income-tax Officer authorising 
non-deductio~ or deduction at lower rate • 

failure to deduct, personal liability 

prosecution 
from salaries 

arrears of tax, deduction of 
failure to deduct, per80nalliabiJity 

prosecution . 
minimum income for deduction 
power to adjust excess or deficiency 

recovery by other methods, not barred. • 
sums deducted, certIficate of 

prosecutiol,l for failure to fumieh • 
sums deducted, included in taxable income 
sums deducted, payment of, to credit of Gov

ernment • 
sums deducted, treated as tax paid 

credit to be given in asseBBment of following 
year • 

Deduction 01 super-tax, from dividend payable to 
non-resident 

Deductions from lUlDual value, what admissible 
Deductions, from tuable income, admissible (see 

Allowances, Exemptions). 
Deductions, from taxable income, inadmissjbIe, 

examples of !-

amortisation of capital, depreciation for. 
aBSets, cost of addition, alteration, extension, 

ete. 
bonus to employees 
brokerage on loans (in aBSessing property) 
capital expenditure 
ceases (in assessing income from mining royal

ties) 
cess, rate or tax levied on profit&--any .ums 

paid on account of • 

8. 19, P. 59. 
8. HI (3), P. 23, 28, 61. 

P.61. 
S. 18 (7), P. 59. 
S. 51 (a). 

B. 18 (2), P. 25, 56. 60. 
B. 46 (5), P. 91-
B. 18 (7), P. 59. 
B. 51 (a). 

S. 21 (a), R. 17. 
S. 18 (2), P. 60. 
S. 18 (8). 
S. 18 (9), R. 13, P. 61. 
S. 51 (b). 

S. 18 (4), P. 57. 

S. 18 (6), R. 10-12. 
S. 18 (a), P. 59. 

S. 18 (5), P. 59. 

B. 57 (2), P. 99, 100. 
8. 9 (1), P. 31, 53. 

P.46. 

P.40. 
P.48-A. 
P.31. 
P.40. 

P.53. 

P.40. .. 



beauctlOIllt !rom tauble income, 
ezamplea of :~. 
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inadmjasjble, 

charity, expenditure o~ 
commiujon, partnen . 

• • P.4O • 
P.44.. 

compensatory local allowance 
Outoh exchange compensation aUQwance ; 
depreciation, except 88 allowed in S. 10 (2) 

(VI) • 
expenditure not inourred solely for the pur

poB8 of earning the profite taxed 
income-tax 
income-tax and excesa profite duty paid in 

England. .' 
legal charges relating to loans, etc. 
lolSes of previous years • . 
municipal and local rates (in _Pring pr0-

perty) 
partners' capital, interest on. 

R. 8, P. 40, 46. 

P.4O. 
P.4O. 

P .. 53. 
P.31. 
P.4O. 

P.31. 
P.4O. 

partners' drawings, pensions and salaries 
• nA .... n' peD810ne, ex·~ere . 

political purposes, expenditure on 
private or personal expenditure • 

P. 40, 49. 
P. 40, 49. 

• .P.49. 
B. 11 (2), 12 (2). P. 40. 

rental value of busin818 premises owned by 
88P1111888 • P. 40. 
~e for bad debte, or equalisation of 

dividends 
reserve, inaurance •• 
. rolling etook of railwaye, depreciation 011 

aalariea, partnere' • 
aper-tu 
tuea conditional on earning profite 

• 

P.4O. 
P.45. 
P.46. 
P.4O. 
P.4O. 
P.M. 

tuea except land f8TtlDU8 and looal rates or 
mUDicipal taxes 011 business premises • P. 40. 

taxee paid'abroad • •• P. M. 

wuting -te. depMation on •• P. 46. 

DeIanlt. in making return or preduaiqg &OOOuote, 
eto.- . 

Iodeiture of rigU at appeal • 
m.ethocl.of an ment. 

• 

• S. 30 (1), Prov., P. 67, 69-
S. ill (4). 

• 
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Default, in paYInent of tax-

penalty for default i •••• S. 46 (1), P. 9l. 

personal liability in case of failure to deduct 
tax at souree . 

prosecution for . 

recovery of tax frOIn defaulter 

Deferred annuit" deduotiontowards, exeInpt 

Definitions-

S .. 18 (7), P. 59. 

S. 51 (a), P. 59. 

S. 46, P. 91. 

S. 7 (1) Prov., P. 11,56. 

Agricultural incoIne 
Assessee 

• ,S. 2 (1), P. 2. 

Assistant ComInissioner 
Business 

CoInInissioner 
COInpany • 
FirIn . 
IncoIne-tax officer 
Magistrate • 

- Partner and partnership 
Person 
Prescribed . • 

Previous year 
Principal officer 
Provident funds, recognised . 
Public servant .• 

Registered firm • 
Total income 
Unregistered firm 

Demand, notice of 
prompt issue of 

Depreciation. (See Allowances, Deductions from 
taxable income.) 

aggregate allowances, not to exceed 
original ooat . 

calculated on cost to aeaessee 
claim to be supported by &cdonnt 
excess of - over profits may be 

carried forward • 

S. 2 (2), P. 3. 
S.2 (3). 
S. 2 (4), P. 39. 
S. 2 (5). 
S. 2 (6), P. 4. 
S. 2 (6-A). 
S. 2 (7). 
S. 2 (8). 
8.2 (6-A). 
B. 2 (9), P. 3. 
B. 2 (10). 
S. 2 (11), P. 6. 
S. 2 (12), P. 7. 

S.58-A. 
S. 2 (13), P.9. 
S. 2 (14), P. 10. 

S. 2 (15), P. 11. 
B. 2 (16), P. 10. 

S. 29, R. 20, P. 77, 91. 
P.9!. 

• • ... 
S. 10 (2) (III) .. ProV. (0). 
P.46. ... 

P.46. 

B. 10 (2) (III), Prov., (6) 
P .. 46.. .-
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I 
~fPreoiation-co/lid. 

rates of 
to be allowed in full, when profits 

permit. 
shipping oompamea . 
successor to business, depreoia--

R. 8. 

1'.46. 
1'.88. 

tion, how caloulated p. 46. 
DisolC111U8 01 inlormation by publio servant.--
, proseoution for . 

eanotion to 
Diaoontinued bU8iD8IB, assessment of 

• 

disoontinuanoe of one busi
ness or profession out of 
several-benefit of Sec
tion 25 (3) to be allowed 

notioe of disoontinuanoe 
penalty for failure to give 

notioe • 
appeal against penalty 
period within which claim 

to assessment under Sec
tion 25 may be made 

reoovery of tax . 
DiaooIltinued firm 01 parinarsbip. liability of mem

bers 
DilDliual. appeal by Assistant Commissioner or 

Inoome-tax Officer to LocaI Govern
ment against • 

Distriot Board. included in .. LocaI Authorities" • 
Dividend, oertificats to be furnished to recipient by 

Principal Officer of Company. . 
not in proper form. when aooepted 

d~catea of oertificatea when aooepted 
re\urJIII by Principal Officers of Com
• panies • 
forst of oertificats 
~ 'prosecution for failure- to furnish -. 
inoome-taJ::. on. not; payable by share-
• holder • 
'refund of 
• 

• 

S. t!4 (2). p. 97. 
S. 54 (2). Prov. 
S.' 25 (1). (2), (3). (4) 

1'.14,74. 

1'.74. 
S. 25 (2), P. 74. 

S. 25 (2). 
S. SO (1), P. 78. 

1'.74. 
S. 44, P. 74. 

S. 44, P. 74. 

1'.24-
1'.8. 

S. 20. P. 63. 92. 
1'.63. 
1'.63. 

8.1D-A. 

R. 14. 1'.63-
8..51 (6). 

S. It (2) (0), P. U. 
S. 48 (1), R. 36-40, P. 9:1 • 
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Dividend~. 

super·tax on, payable by shareholder S. 55, P. 91t. 
tea-companies, 40 per cent. of, from, to 

be included in shareholders' total 
income .• 

Dividing Society, assessment of 

Documents. (See Evidence.) 

Dominion Government, trade conducted 

" liability to tax 

by-

R. 24, P. z.. 
P.107. 

P.5. 

Double income-tax, claim, for relief after period of 
limitation, when admissible S. 00. 

Corporation Pronts Tax 
(United Kingdom) not to 
be deducted . • • P. 93. 

relief in case of companies 
assessed separately in India 
but jointly in the United 
Kingdom. . • . P. 93'. 

relief in case of income taxed 
both in an Indian State and 
British IJ;ldia P. 95. 

relief in case of income taxed 
both in the United Kingdom 
and British India S. 49, P. 93, 9L 

method of calculating relief 
in India P. 93-A. 

Drawings, parf;nels'. (See Deductions from taxable 
income.) 

Education. scholarships granted to meet the cost of, 
exempt '. 

Electric tramways, rates of depreciation 

Employers. return of employees to be furnished by 
prosecution for failure to furnish 

Evidence, power of Commi88ioner, Asaistant Com· 
missioner and Income-tax Officer to 
summon persons and documents, issue 
commissions and take evidence on 
oath 

power of Income-tax Officer to call on 
assessee to produce. . • . 

• 

P. 17 (3). 19. 

R. 8 (5). 

S. 21, R. 15-17, P. 64.. 
S. 51 (e). 

• 

8. 37. P. 70, 87. 

8. 22 (I). 23' (2), P. 69. 
70,87.. 

• 

• 
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~viden~. 
failure to produce, forfeiture of right of 

appeal • S. 23 (4), P. 70 •. 
prosecution for fe.ilure • •• S. 51 (d), P. 69. 

bemPtiOIll from Income and IIDpet-tal!:-
, agent in British Indi& of Indi&n Prince or 

State, official allowanoe paid to • P. 17 (1). 

agrioultural income • • • • • S. 4, (3) (viii), P. 2. 
exemption not applioable to income from 

agrioulture abroad S. 2 (1), 1>. 2-
agrioultural produce, raw, Bale of, by culti-

vator, etc., income from, exempt P. 2. 
allowance or perquisita, special • S. 4, (3) (vi). 
allowance, Victoria CroBS, Military GroBS, 

Order of British Indi&, Indi&n Order of 
Merit P. 17 (5). 

8II8Ociation of individuals share of income of. 
not included in total income of BS888888 

British Warrant and Non-Commissioned 
. Officers, education of children, free, or 

S. 14 (2) (0). 

grante. for-value of - •• P. 17 (34). 
BUB tax, income derived from •• ~. 17 (1. B). 
eerti1icate by Income-tax Officer authorising 

non-deduction . P. 61. 

_ual or non-recurring receipts • S. 4, (3) (m), P. 23. 
charitable or religious institutions, income 

from voluntary contributions 
charitable or religious purpose, income derived 

s. 4, (3) (it). P. 19. 

from property held for •• S. 4, (3) (t). P. 19. 
Colonial Treasury, leave allOwan08 or salary 

drawn from 

Colonial Treasury. pensions drawn from. 
Consuls, Represeutativea and Consular em

plore-. foreign, official aale.riea and fees of 
Oo-operative Societies, prolite. of (but not 

inWeat on securities) • • • 
death or injuries, compensation for 
deferred annuity*-aUDIII deducted by Govern-
men~ from salary to provide • 

• 

• Not enmpt from _-. 

P. 17 (22). 

P.17 (25). 

P. 17 (1). 

P.17-A. 
S. 4, (3) (v). 

S. T (1). Prov .• P. 11, 
Ii6. 



EJ:emptiona from income and super.tu-eonta. 
included in total income • • S. 16 (I), P. 11. 
limit of one-sixth of salary • 

Delhi camp and moving allowance 
District of Angul, persons, other than persons 

in the service of the Government, residing 
in the, income of 

dividend· received by shareholder, if company 
taxed • • • • . . . 
included in total income • 

education, scholarship for 
educational institution, income of, from fees, 

etc. 
Government securities held by Ruling Chiefs 

and Princes of India, interest on . .' 
Government of India securities, purohased 

through Post Office, interest on 
included in total income • 

Government of India securities*, tax-free, 
interest on 
included in total income • 

Governor General may. exempt income or 
reduce the rate or grant relief . 

gratuities granted to Royal Engineer Officers 
of the Surveyor Railway Departments and 
Indian Army Officers of the Survey Depart-
ment , 

gratuities gra~ted to surplus Military Assistant 
Surgeons 

gratuities granted to the staff of the Indo
European Telegraph Department 

gratuities granted to military officers in lieu 
of additional pension • 

gratuities paid from Railway Provident Fund. 

gratuities, wound or injury-
granted to officers and others • 

granted to widows, children, etc., of officers 
and others 

Hindu Undivided Family, share of income of, 
not inoluded in total income of member 
not liable to super-tax 

• Not o,..."pt &om IUper.teL 

• 

S. 7 (I), Provo 
P.'22. 

P. 17 (35). 

S. 14 (2) (11). 
S. 16 (1). 
P. 17 (3), 18. 

P. 17 (10). 

P. 17 (5-A), 61·A. 

P.17-A. 
P.17-A. 

S. 8, Prov., 18 (1).. 
S. 16 (1), P. 11 •. 

S. 60 (1) & (2). 

P. 17 (17). 

P. 17 (18). 

P. 17 (20.A). 

P.17 (20-B). 
P. 17 (19), 19. 

P. 17 (U). 

P. 17 (15). 

S. 14 (1), P. 11, M-
8. 58, 14 (1), P. M. 



BsemptiC!DI from income and luper-tu-colltd. 

Indian Church. lump grants made by Govern-
ment to .: P. 17 (88). 

Indian Prince or State. agent of. official allow-
ance paid to. in British India. • '. P. 17 (1). 

Indian State, aalary and allowanCe of officers 
deputed by. for training in British India 

injuries. compensation for '. • 
injury gratuities. (See gratuities. wound. 

above.) 
insurance polioy. sum paid in commutation of 
insurance premia. accident and sickness poli

cies 
insurance premia. fire . 

insurance premia. * life 
abatement may be allowed by persons or 

officers paying salaries • 
abatement may be allowed if claimed within 

sis months 
included in total inoome . 
limit of one-si:rth of total inoome : 
invalid pensions. (See pensions below.) • 
premia paid from Provident Fund_bate 

not admissible .tered firm. - partner - rebate ad
miaaible 

International Labour Office. salaries of C0rre
spondent and his eta! 

;r angi Inams 
leave allowance or salary paid in United 

Kingdom or Colonies 
Light-house keepers in the Red Sea. salaries of 
loo&! authority. inoome of • 
Hyeore Durbarbonds, 1920-21 
partner's share in the rrofits of a firm. which 

has discontinued busmeas when exempt . 
pusage money. widows and orphans, oontri-

butions made by an officer to provide • 

P. 17 (2). 
S. 4 (3) (II). P. 17. 

s: 4 (3) (II). 

P.56. 
S. 9 (1) (u,). 10 (2) (ill). 

P. 33.45. 
S. 15 (1). (2). P. 11. 56. 

P. 56. 60. 

P.66. 
S. 16 (1). P. 11. 
S. 15 (3). 

P.56. 

P.56. 

P. 17 (la-A). 
P. 17 (6). 

S. 17 (21). (22). (23). 
P. 17 (26). 
S. , (3) <u,). 
P. 17 (28). 

P. 17-A. 

P.66. 
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Exemptions from income and super-tax--contd. 

pension. sum paid in commutation of S. 4 (3) (11). 

pensions. drawn in Colonies or United King-
dom • • • • . • . P. 17 (25). 

pensions. Military. naval or air forces, invalid 
or wound 

Perquisites. value of. free passage-free tiffin. 
etc .• not convertible into money 

Perquisites-free residences-high officials 
Post Office cash certificates. yield of 
Post Office, Government securities purchased 

through. interest on 
included in total income • 

Post Office Savings Bank, interest on deposits 
Power of Governor-General to exempt income 

or reduce rate . 

Property held' under trust, etc., for religious 
or charitable purposes-interpretation 

Provident Fund, Railway, gratuity paid from. 
Provident Funds. (See under major head 

" Provident Funds ".) 
Regimental mess or Band Fund, compulsory 

payment to .' 
Relit payable but not paid by a tenant of 

an assessee, when exempt , 

Rewards-language examinations 
Salary, bonus, commission and sums paid in 

lieu of interest, when exempt 
included in total income • 

P. 17 (29), (30)~ 

P.22. 
P. 17 (36). 
P. 17 (8). 

P.17-A. 
P. 17-A. 

P. 17 (91. 

S. 60. 

P.19. 
P. 17 (19), 20. 

P. 17 (4). 

P. 17 (37), M-A. 
P.23. 

P.17-A. 
P.17-A. 

scholarships for education • 
Simla House Rent Allowance 

P. 17 (3), 19'_ 

'. P.22. 
soldier's pay. compulsory allotments from 
Trade Commissioners in India, salary of 

Trustees, income received by, on behalf of 
recognised provident funds • • 

Tuition grants for language examination
not treated as rewards 

United Kingdom, leave allowance. salary or 
pensions paid in • • • • • 

University. income of, from fees, etc. 

P.56. 
P.17. 

S. 4 (3) (tx). 

P.22. 

P. 17 (22). 

P. 17 (10)-



~emptioDl !rom income and super-iaz---conc/d. 
value of ratioDl issued in kind or mouey 

allowancea paid, in lieu thereof, to Military 
officera • 

value of rent-free qoartera occupied by, or . 
mouey allowance paid in lieu ;;hereof to, 
officers, eto., of Military, .Air, Naval and 
Marine Forcee • 

widowe, orphans and old Age Coutributory 
P8DBion Fund, 1925 oontributione to • 

wound, gratuities, peDBione. (See gratuities, 
peneione, abpve.) 

Exchange. oonveraion of pro6.te of sterling oom
panies • 

i:ztent 01 Aot • • 
I'aIae I'8timl Jw uses_, ooneequence of (see 

Penalty, Prosecution) 
!'alae sWement in deolaration. elo., penal offence . r __ 

Feea (other than retaining fees) paid to 
Government pleaders and Publio Pr0se-

P. 17 (31). 

P. 17 (32). 

P.56, 

P.50. 
S. 1 (2), P. 1. 

P.68. 
S. 52. P. 6S. 

cutors, not salaries P. 25. 
Honoraria or fees paid to Government ser

vanta by looaI bodies or private persone-, 
when chargeable as eaIary • • • -Po 21S. 

Inoome of University or educational institu· 
tion frol!l. ezempt • • • • t. 17 (10). 

Professional, paid in India to person ordi-
IIlIriJ.y resident in British India, chargeable S. 11 (3). P. IIi • 

.. Ba1aries .. inoludes. S. 7 (1). 

lPiduoiaries, liability of 
indemni6.catioll' of • 

lire lDJuranOll CloInpaQ. ass_mom_ of 

premia deduotion when 
allowed 

1'Irm, change in oonetitution. liability for tax for 
previous year . 

definition of .• 
diaoontinuanoa of, _"'men~ 
individual members, power t;o __ 

S. ((I. 41, P. 8!l. 

S. 65 • 

R. 28. 29. 32, P. 107. 

S. 26 (1). P. 75. 
s. II (6-A). 
S. 25, P. 7f. 
s.~A. 
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Firm-contd. 
liabiIitr of partners for tax 
notices, how served on 
:partners in (~egistered or unregistered). 

proportionate share of profite included in 
individua.l total income for income-tax 

. tax payable by, on share, only if firm not 
taxed 

registration of • 
Firm registered, definition 

assessment of, to inoome-tax 
assessment to be made, so far as 

possible on partners 
admission of minors to the bene

fits of a partnership 
partner entitled to refund on 

his share, when individual in
. come not taxable at maxi
mumrate . 

partner entitled to set oil' share 
of lOBS against individual 
income 

partner in more than one regis
tered firm may be allowed 
to set oil' loBS in one against 
profits from another 

rate of IIlx applicable, maximum 
taxable minimum, not ap

plicable • 
8SSessment of, to super-tax (not 

liable, partners liable) 
non-mesident partners, liabm., 

of joint partners, for tax on 
share of 

such liability limited to tax on 
such share . 

change in constitution-total in
come of members-how calcula
ted 

insurance premia partner entitl-

S. 44, P. 74. 
S. 63 (2), P. 104. 

8. 14 (2) (b), 10 (1), P. 55 . 

S. II (2) (b), P. 10 (2). 

R. 2-6, P. 10. 
S. 2 (14), 26-A, P. 10, 
P.55. 

P.55. 

P.IO. 

S. 48 (2), P. 10 (1), 55, 
72,92. 

S. 24 (2), P. 72. 

P.72. 
Fin. Act; P; 10 (1). 

Fin. Act, P. 10 (1). 

S. 55, P. 10 (I), 98. 

S. 57 (1), P. 99. 

P.93. 

S. 56 (prov.). 

ed to rebate for P. 53. 
registration of • S. 26-A, R. 2-6, P. 10. 



Firm, nnregiatered, definition of • 
BSSMement of, to income-tax 

partner, share of loss cannot 

S. :I (16), P. 10. 

P. M. • 

be set oft against individual 
income • S. 24 (2), p. 72. 

rate of tax applicable 8&Vl8 
as in case of individual Fin. Act, P:" 10 (1). 

'. ,taxable minimum, applicable Fin. Act, p. 10 (1). 
BSe_ment of, to super-tax-

liable to super-tax S. 55, P. 10 (2). 

marginal relief-Section 17-
application of-to tile in
come of a partner of P.58. 

partner not liable if firm 
taxed S. IilI Prov., P. 10 (2). 

Floatation 8Q8DSeI. (See shares, cost of i~ing.) 
Foreign lS8OOiaticma. may be declared companies 
Foreign businass. (Bee Business abroad.) 

S. 2 (6), P. 4. 

Foreign Consuls. (See Exemptions.) 
Foreign debentures, interest on, when liable • 

foreign income. (Bee Non-residents.) 

1'.16. 

agriculture, income from, not 
exempt •• • S. 2 (I), p. 2~ 

business-income, when deemed 
to be reoeived in British India. S. 4 (2), P. 1~.; . 

interest on loans advanced in 
Indian States to Persons resi
dent in British India-whedS 
not liable • • P. Iii. 

interest on sterling debentures or 
foreign securities, when liable P. 16. 

owner or charterer.of a ship 
residinfL out of British India-
liabilit,"f. • • • s. «-.6. to «-e. 

professional fees paid outside 
British India to person residing 
in British India, liable 

salaries paid outside British 
India, when liable 

S. 11 (3), P. 15. 

l'orest. income fxom-when not liable • 
S. 7 (2). P. I, 15. 26. 
1'.2.. 

Form.-
Appeal to Asaistant Commissioner against 

assessment R. 21. 



30 

J!'orms-contd. 

Appeal to Commissioner against enhancement 
Application for depreciation allowance • 
Application for refund of tax by resident 
Application for refund of tax by non-resident. 

return of total income to accompany the 
application. . • • . • 

Application for registration of firm • 
Assessment form 
Certificate of collection of dividends on shares 

by bankers 

Certificate of deduction of tax on interest on 
securities. furnished by banker • 

Certificate of deduction of tax on interest on 
securities, furnished by person paying in
terest 

<Jertificate of Income-tax Officer authorising 
non-deduction of tax' on interest on secu
rities 

<Jertificate of payment of tax on profits of 
a company 

R.22. 
R. 9. 
R. 36. 
R. 36-A. 

R. 37-A. 

R.3. 
R.2O. 

P.62. 

P.61. 

R. 13, P. 61. 

P.61. 

R. 14, P. 63. 
<Jertificate of registration of firms • 
Demand notice • • 

• • R. 4 (1) • 

R. 20. 
Depreciation allowance. (See Application, 

above.) 
Return of employees _. . • 
Return of income of 90mpany 

• 

Return of income of individual, firm or Hindu 
Undivided Family • 

Statement of interest deducted from. securities 
Statement of property • 

Free quarters. value of, when taxable • 

Frontier Agency tracts, included in expression 

R. 17, P. 64. 
R. 18, P. 65. 

• 

R. 19, P. 66. 
R. 12. 
R.19. 

P.22. 

" Dominions of Princes and Chiefs in India ". P. 1. 

Pumiture, depreciation allowance on • 

"'. replacements may be allowed instead 
of 

insurance of, allowance for • 
repairs to, allowance for • 

8. 10 (2) (Ill), R. 8-8 
P.46. 

P.46. 
8. 10 (2) (iv). P. 411. 
8. 10 (2) (,,). 
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azette 01 India, notifioation in, of appointments of' 
Commissioner, Assistant Com
missioner or Inoome-tBlt Officer 

• by Central Board of Revenue . 
notification in, of exemptions, eto. 
notification in, of rules 

Iovernment loan, premium on redemption of~ 
not liable • • 

Iovernment, Local (see Looal Government). 
Iovernment oIIloe, return of employees .. • 
Iovernment ollloer. indemnification of, for aots 

done in good faith 
Iovernment oIIloera lent to and paid b,. Indian 
Statu~ 

Leave allowanoes and pensions liable 
Balaries when liable • 

Iovernment oIIloera, -erving outBide British India, 
when liable to tax •. 

IIovemment oIIloera, IervinI outBide India, when 
liable to tax 

IIovernment o! India ProIllilllorJ notu, enfaoed for 
payment in England, interest on, liable to tax 

iIovernmeut o! India SeoariU8II, -
income-tax pay-

able on interest 
on, unless issued 

B. 5 (0) • 
S.60. 
B. 59 (4), (5). 

P. 23, Illustration (4). 

S. 21, R. 15, 17. P. 64:. 

S.67. 

P.26. 
P.26. 

S. 1 (2). 7 (~), P. 1. 26. 
&. ',: 

P.2T. 

P.16. 

or deolared tax- • 
free • • S. 8, P. liS. 

interest on, exempt 
from income-tax 
and lUper-tax in 
certain oa- (See Exemptions.) 

interest on, super
tax payable on. 
including those 
free of income- '. 
tax • • s. 8, Prov •• liS (1). 

Go\l8llllll8Dt o! India Sterlinl Seouriti8ll, interen 
on wheilliable .' • • • • • P. 16-

Gotenllll8Dl Tndinc TuatiOil Act (Dl o! 1926) 
Liability to tax under • _ P. Ii. 



32 . .. 
Governor-General, appoints Cen~al .;Soard of 

RevenTJe",' • 1'. 24 (1)~ . 

appoints Commissioners, Bub· 
ject to eonsideration ofre
eollllllewiatiol1 IIf 1oC4l Gov· 
erQlllent 

appointments lit Assistant 
Commissioners and Income-
tax Officers by Commj.woner 
subject to control of • 
exero~. through Looal 

G!lvernII\ent • 
power to declare income exempt 

from tax; reduoe rate of tax, 
etc. '. 

~e-makiDg power of Central 
:Soard of Revenue subject to 
control of • 

~t7, ~; ~oes rendered not exempt 

.included in term .. Balaries .. 

Gratuities. (Bee Exemptions.) 

Grcnmd-renL (Bee Allowances.) 

Guardian, duly appointed or recognised-

pension of minor orphans paid to. (Bee 
Pensions of minor orphan.) 

B. 5 (3). 

B. Ii (4). 

1'. U (2). 

s.~. 

S. 59 (1). 

P.23. 

B; 7 (1). 

liability of, on behalf of"wards 

in4emnification of • 

• B. 40, 41, P. 85. 

may be called on to furnish list of wards 

BeaU 01 iDoome chargeable 

IDgh Court, statement of case. on point of law to, 

B.65. 
B. 38. 

B.6. 

by Commissioner '. B. 66 (I), P. 106. 
statement of case on point of law to, 

by ColDlllilsiol1er OD applicatioD by "" 
... assessee B. 66 (2), P. 106. 

statement of case on point of law to, 
applioation to, by an assessee, for 
discretioD to Commissio~ to __ B. 66 (3). 

limitation of period • B. 66 (3), 67·A, 

l1118eBsee muq have exhauated 
ap~te powers • S. 66 (2), P. 10&. 
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High Coari-ctmtil.,.. 
Commissioner oannot witbh~ld. 

unless no point of law involv~ 
ed 

• oost at discretion of Court. . .• 
fee to aooompany application 

B. 66 (2) (3), P. 106. 
B. 66 (6j. 
B •. 66 (2), P. 106. 

interest may be allowed by Commis:-· 
". sioner on amount refunded '. '. '. B. 66 (7), Prov. 

payment of tax not to be postponed pending 
deoiaion of • •. B. 66 (7), P. 91, 106. 

power of Central Board of Revenue to 
, presoribe fet. . S, 66 (2), P.IO$. 
referenoe bl' High. Court to Conimia-

aioaer .~. .~ S. 66 (4),1'. lOS. 
. refaaal of CommilllliQner to state a _, 

powers of High Court • S. 66 (3), P. 106. . . . 
withdrawal of application by _see B. 66 (2). Prov., P. 106. • 

refund offae • • • • • B. 66 (2). Prov., P. 106. 
Binda Undivided 1'amiI1. 8B8esament of, to iaoome A. 

• tax and 8upeMu S. 14, (1). 65, P. 11. "-
98. 

Jaina, Undivided Fami· 
lies, when not Hindu 
Undivided Families • P. M. 

Khojaa (Cutohi me-
mona), joint families 
of, not lI41dlt pndi. 
vided Families • P. 1S4. 

life iDBuranoe premia on • 
life of male member or 
hie wife, ezemp~ for 
iaoome-tax 8.U (2), P. Ii6. 
Dot exempt foroper-

tax • • • s: lIS (2), ISS (1). 
members of. Dot tuabla 

on iadividual share • S. 14, (1), ISS (1), P.ll, H· 
notices to, how adcheaaell S. 63 (2). "p. 104.. 
partition lIBB(W!m'lll' , 

after . '. S. 25-~ P. M. 
pereonaI eamiaga of a 

member. "heR Ilo& 
....... joint lamiI¥ 
property • P. N.. 

.2 



Hindu UDdnidec1 F&IIIib"~. 

share not included in 
total income S. 14 (I), 16 (1), 58 (I}, 

P. 11,54. 
" person " includes • S. 2 (9). 
Sikh, Undivided Families 

of when not Hindu Un-
divided Families. P. 54. 

Honoraria (See Fees). 
Bouse JlI)perty (see Property). 

income from deslinga in, when 
taxable . P. 23. 

Bouse md allowances, when liable to tax P.22 
Idiot, liability of guardian or trustee . 

indemnification of guardian 
IDeome, agricultural, exempt 

• • S. 40, 41, P. 85 • 
8.85. 

definition of 
exemption not applicable to income 

from agri~ abroad • 
a'gnculture, -- partly derived from, 

assessment of 
calculation of, fractions of rupee disregard
ed. 

ooncealment of, penalty for • 
escaping ase""sment, method of &8P""ping 

rate applicable. • • 
foreign when taxable • • 

(See Business abroad-
Non-residents) 

S. 4 (3) (vii_), P. 2. 
S. 2 (I), P. 2. 

S. 2 (I), P. 2. 

R. 23, 24, P. 2. 

P.B4. 
S. 28 (1). 

S. 34, P. 82. 
S. 34, Prov., P. 82. 
8. 4 (2), 7 (2), 11 (3), 

42, P.15. 

heads of, chargeable .¥ . . . S. 6, P. 13. 

return of --. (See Return of inoome.) 
return of-

by ~mpany • • • • .- S. 22 (1); R. 18, P. M. 
by individual, firm or Hindu Undivid-

ed Family. • • • • 8. 22 (2), R. 19, P. 66. 
total. (See Total Income.) 

1Deom.wr. calculation of, to nearest aona • S. 36, P. 84. 

Commissioner oi (See Commissioner 
of Inoome-tax). 
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IlOlIIputation of, incollle-tax and excess 
profita duty paid in United King

. dom not a permissible deduction • 

deduction ol (See Deduction of b
OOIlle-tAx.) 

direot levy of • 
double, relief in case of incollle taxed 

both in the United Kingdom and in 
India • 

IIIocIme &u O1IIcer, appointJllent of, by Central 
Board of Revenue 

appointJllent of, by Commis
sioner (to Wholll subordinate) 

appointJllent of, notifioation of, 
in Ga7ette of India 

appointJllent of, subjeot to 
oontrolofGoverno~Gener~ 

P.52. 

S. 19, P. 59 • 

S. 49, P. 93. 

S. 5 (6). 

S. 5 (4), P. 24 (4). 

S. Ii (5). 

exercised through Local Gov~ ' .. 
&rnIIIent • S: 5 (4), P. 24 (2)-

definition of • •• S. 2 (7). 

dismissal of, appeal- to Looal 
Governll\ent P. 24. 

incrmnent of pay_ppeal to 
Looal Govermnen~ainst 
order withholding-. P. 24. 

power to allow change of pre-
vious year .. on conditions ". S. 2 (11) (a), l'roY., P. IS 

power to assesa resident on 
profits of non-resident in ~ 
tam oases • • S. t2 (2), R. sa. 

power to call on aSSl1sae to 
produce aooounts or docu-
ments. • S. 22 (4), P. 69. 81. 
limitation of power • • S. 22 (4), Prov. 

power to call on l18aetlllee to pn.-
duce evidence S. 22 (4), 23 (2). P. 70. 

power to call for return of mem.-
ben of firm or Hindu Un-
divided Family.. I!.. sa (1). 

power to call for return of 
. Dames of beneficiaries • S. sa (2). 



power to cancel assessment 
when eu1licient cause shown 

power 1-D declare agent of non
resident, after notice • 

power to declare principal 
officer of oompany, eto., 
after notice 

power to determine basis for 
computation of income • 
appeal against decision 

power to enquire about profite 
of branch business 

power to extend time for re
turn of inoome by oompany 

power ,te impose penalty for 
ooncealment of inoome 

s. 27, P. 67. 

S.43. 

B. 2 (12), P. 7. 

s. 13, Prov., P. 38. 
P.35. 

B. 64 (4), P. 24 (4). 

B. 22 (1), Provo 

S. 28 (1), P. 68. 
assessee to be heard. • • B. 28 (I), Prov. 

power to impose penalty for 
default in payment S. 46 (I), P. 91. 

power to impose penalty for 
failure to ctistribute profite 
in acccmiance with terms of 
partnership deed S. 28 (2), P. 68. 

power to impose penalty for 
failure to give notiee of tfi&. 
continuance of bueinesa S. 25 (2), P. 74-

power to inepeet register of de-
benture holdera . S. 39, P. 70. 

power to inepect share register 
of Company S. 39, P. 70. 

power to issue certificate autho
rising non-deduction of tax 
on intmlest on securities, or 
deduction at lower rate P. 61. 

power to issue certificate of 
arre&III to Collector for re
oovery 

power to make fresh_t 
when autlicient cause shown 

appeal againet refusal to 
make treeh _esa_t • 

pcnrer t.o rectify m .. sak. 

S. 46 (2). P. 91. 

8.27. P. 67. 

8. 30 (1). P. 78. ' 
8. IS (1). P. 83. 



87 
IDOom&-tu OJB081' ___ oZll. 

power to require deduotion of 
arrears of tax from salary .~ S. 46 (6), P. 91. 

pewar to summon persons &!ld 
documents, iasue commill
sions and take evidence on 
oath. 8. 87, P. 70, 87. 

powers of, to be exercised by 
.Assistant Commissioner when • 
80 directed by ComfDiasioner 8. 5 (4), P. 24. 

pl'Ooeedings before, are judicial 
proceedings • 8. 87. 

review, Income-tax offioer baa 
no general power of. S. 85, P. 88. 

lDoome-iu records, Civil Court not to aummon • 8. 54 (1), P. 97. 
Inoreue ofl88818mant on appea). (See Assesameat. 

enhanqement ot) 
Indemnlftoatlon of Government officers for acts 

done in good faith.. S. 67. 
of persons deducting, retaining or • 

paying tax in respect of income 
belonging to another • • B. 65. 

1nd8lllllitr. oontraot of -1088 reoovarable \lJlder, 
inadmissible • • • P. (0. 

IDI1iaD lDoom, t!'1f, meaning of the expreasion • S. ~ (2) (II). 
rata of tax, meaning of the 

exprel!sion • • • • 8. 49 (2) (6). 

IDI1iaD Order of 1IIerit. allowance attached to, ex-
~ • ~H~ 

IDI1iaD l'rlIloes. .Agen&a of. official allowance paid 
to, in British India, 
exempt • • P. 17 (1). 

Govermnen' eeon:ritiea 
held by, in 8peoial 
form, inter.a$ em. 
exempt • P. 17 (6). 

IDdIan Stater. Agents of, official allowance paid 
to. in British India, exemp' P. H (1). 

British subject in, applica$ion of A. 
to· • • 9., (8). 

Govemment ..van. in, applioaiiOD 
of the .lot to • Ii 1 (I), r,(1). P. It lIS. 
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IJM1faD stateB-colltd. 
ititilrest on loans advanced in, to 

persons resident in British India, 
when not liable . . . 

interest Qn securities held by
officers deputed by, for tTaining in 

British India, salary and allow-
ances of, exempt 

._ relief in respect of double taxation . 
. residente in, p8yme.it of refunds 

to 
salaries, leave allowances and pen· 

sions of officers lent to, and paid 
by, when liable . 

tTade conducted by-liability to tax 

I'IIIanIIaI;Iou diSclosure of, by public servants, pro-

P. Jti. 
P. 17 (o.A), 61-A. 

P. 17 (S). 
P.95. 

P. 61, 92. 

P.26. 
P. Ii. 

8OOution for S. Iii (1), (S), P. 97. 
power of Commissioner to sanction S. Iii (1). 

disclosure of, to local authorities for
bidden 

1DJm7, compensation for, not liable . • 
gratuity, exempted, (See Exemptions.) 
pensions in respect of, granted to naval, 

military or air forces, exempt 

lDIa1'lIIIC8, against loss of profit, premium, when 

P.97. 

S. 4, (il) (II). 

P. 17 (29). 

an admissible deduction . P. 45. 
against loss of rent, premium, when an 

acbnissible deduction P. 33. 
Company, non-resident, assessment of. R. 311, P. m,IO? 
policy, loss recoverable under, inad-

missible P. 40. 
sum paid in commutation of, ex-

empt . S. 4, (3) (II). 
premia. (See allowances and exemp-

tions.) 
premia, abatement on, may be allowed 

if claimed within six months. P. 56. 
premia payable in sterling, rate of con-

version for purposes of abatement P. 56. 

premia, private employer may give 
abatement for 'P. &6, 60. 
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lDII1ra~ollld. 

Society, Provident, interest on seeuri- ._ 
ties of, when exempt • • • S. 4 (3) (w). P. 20 • 

. \ ." 

;luuranoe ComplUIJ •• essmellt of • X. 59 (2) (a) ("1. P. 101. 
R. 25-32, 36. 

powm: of Central Board of Re-
venue to make rules for S. 59 (2) (a) (it1. 

IDtereI'I on arrear of rent of land. when liable • P.2. 

on borrowed capital, allowed in -assessing 
business 

on deposits in P08t Office Savings Bank, 
exempt 

on foreign debentures, when liable • 
on Government seourities, h~ld by Indian 

Chiefs and Prinoes, exempt • , 
on Government securities purchased 

through POIIt Offioe, exempt. . • 
included in total inoome • 

on Government of India Promissory Notes 
enfaoed for payment in England, liable 

on Government of India Securities, ex
emption from inoom.tax in certain 
-. (See ExemptioD8.) 

OD Government of India Securities, in
oome-tax payable on, unleaa issued or 
declared tax-free. 

on Government of India Securities, super
tax peyable on. including those free of 
inoome-tax • 

OD Government of India Sterling Secu
rities. when liable 

on mortgages, allowed in aaseasiI\8 pro-

:> 
S. 10 (2) (iii). P. 44. 

P. 17 (8). 

P. IS. 

P. 17 (6-A). Sl-A. 

P.I7-A. 
P. IT-A. 

P.lS. 

B. 8, Prov. (1). P. 28. 

S. 8, 68 (1). P. 28. 

P.lS. 

perty. B. 9 (1) (iit1. P. 8a 
on partner'. capital, when an admi ... ible 

deduction. • • P."-
on refund of tax overpaid &II a reauIt of the 

decision of High Court. • S. 66 (7). Prov. 
on aecuritiee. oertilioate of deduction of tax 

furniahed by banker • _ P. 61. 
on aeourities, oertilioate of deduction of tax 

furniahed by officer peyiDg interest S. 18 (9), R. 13, P. S1. 



Interest-contd. 
1 

on securities,_ certificate of Income-tu: 
Officer authorising non-deduction lIZ de
duction of tax at a lower rate 

on securities, deduction' of income-tax at 
source, from. (See Deduction of in
come-tax.) 

on securities held by Co-operative Socie
ties, assessable • 

on Bilcurities, income-tax Oil, whim payable 
!lireot . 

on securities issued'tu: free by Local Gov
ernment, tu: payable by Local Govern
ment 

on securities, meaning of. 
on securities of provident fllUd or Provi

dent Insurance Society 
on tax-free securities, taken into account 

in det6rmining the total income of 
assessee 

on tax-free securities, of Looal Govern
ment, tax on, paid by Looal Govern
ment 

Invalidrpensions, military, naval or air foroes, ex
empt • 

Investment Reserve Fund. of Insuranoe Company, 
treatment of amoun ... 
credited to 

Irrecoverable loan, when a permiseible deduction 
(See Bad debte.) 

laglrdar-aeeignment of land revenue to-not 
assooseble • 

ludicial proeeedings, prooeedingR before ~mini&
sioner, Assistant ~mmia
sioner and Income-tu: 
Officer are • 

aseignmen$ of-to .JagirdM "'" 

P.,B1. 

P.17-A. 

S. 19, P. 59. 

S. 8, Prov. (2), P. 28. 
P. 21, R. 19, Note I. 

S. 4 (3) (iv), P. 20. 

S. 8, Prov.,16 (1), P. 11. 

S.8,Prov.(2),P.~ 

P. 17 (29), (30). 

R. 30, P. 107. 
P.41. 

P.2. 

S. 37. 

_ble P.2. 
on businese pnnni-. . pennia-

sible deduction • S. 10 (2) (Ml, P. 48, 113. 
Lea" aI1owllllcel, paid in UDited Kingdom. whem 

lial:le. (See Exemptiona) P. '¥T. 



AcaoIeI.lump ium8 exempt • P. 23, lIlustratiOll (~i 
• ApI ohargea, when inAdmi..ribIe in asseesing pro-

perty j .. P . .:n.' 
rJIe'lD8aranoe Compmdu (888 Insurance Com-' 

• panies, Insurance 
Society, Provident). 

rJIe lnIIIranoe Pzemia (see Insurance Premia). 
exemption of " • • 8. 15 (1), 58, P. 11, 1S6. 

olaim to, evide_ requir- '. 
ed • • A '. • P. 56. 

procedure when reoeiptIJ 
produced BUlisequentIy. P. 56. 

dednotion may be made 
by person paying salary 
(or claimed in &88888ee'8 
return) 'k P. 1S6. 

exemption in case of Hindu 
Undivided Family • B. 15 (2).:P. 56. 

inoladed in total incoma for 
income-tax • B. 15 (I), (2). 16 (1}. 

P.ll. 
limit of I-6th of total in-

come S. 111 (3), P. 11. 
Ihw.'tation, computation of 

period • P. 106-A. 
responsibility of officer de-

ducting _ at the aour08 P. 58. 
euper-tu, not exempt from 8. 111 (1), 58. P. 116. 

Llmita&ioD on ~nBl to reoovar taz 8. 4.8 (7), P. 91. 
I 
I inapplioable in - of non-residenll. 8. 4.2 (1). PmY., P. 9L 

:r.oau--m-uabl& (Bee Bad deLta.) 

LooII Authorltr, established by Governor-General 
in CouncDJ. inaom. paUl by, to 
British eubjeot or II8I'V&Ilt of 
ma.. Majesty in any pan III 
India, liable • B. 1 (2), P. 1, l5, 26. 

return of employees by • • S. 21, R. 17.7.~6L 
failure to fnrniah, proeeoution 

for • I!I.. III ec). 
Aasistan\ Oommiaaioner'a _e-

fiion llIIquirecl S. liS (l). 
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. .' Local Authorities, definition of 

income of, exempt 
information regarding aSsess

menta not to be furnished to . 
Local Government, agency rules regulating control 

of, over income-tax matters . 
appeal to, by Assistant Com

missioner or Income-tax 
Officer, against order of dis-
missal . 

may direct that income-tax 
should be recovered with 
municipal tax or local rate, 
etc.. ' 

recommendation of, to be con
sidered in appointing Com
missioner . 

~urity issued tax-free by, in
terest on, income-tax payable 
by Local Government • 

Local rates, deduction inadmissible in ...... sing 
property 

on business premises, deduction per
missible 

Loss of profit, insurance against premia when an 
admissible deduction . 

Loss 01 rent, insurance against, premia when .n 
admism"ble deduction • 

Loss recoverable under insurance, inadmiam"ble 
Loss, Bet-oft of, under one head of income against 

another head 
in case of registered firm _ 

1088 under property inadmj ... "ble • 
where ••• e •• ee is partner in more registered' 

firma than one 
loISel, previous years' deduction inadmissible 
Lottery, priT.e in, not taxable 

Lunatic:. liability of guardian or trustee 
indemnification of guardian • 

Machin"'7 and Plant. (See Depreciation.) 

lllagistrate. defined 

• 

P.8. 
S. 4 (3) (in). 

P.97. 

P. 24 (2). 

P.24. 

S. 46 (6). 

S. 5 (3). 

S. 8, Prov. (2). 

8. 9 (1) (tI), P. 31, 53. 

S. 10 (2) (""'1 P. 48, 5S. 

P.45. 

P.33. 
P.40. 

S. 24 (1), P. 72. 
S. 24 (2), P. 72-
P.36. 

P.72. 
P.40. 
P. 23, Illustration (2). 

S. 40, 41, P. 811. 
S.65. 

S. 2 (8) . 
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It'Iarginal relief • 
how to be calculated in oonjunc

tion with deductions allowed 

8.17, P. 58. 

under Section 16 . . p, 58. 
Super-tax, in respect of P. n·B. 
unregistered firma-partner of - P. 58. 

IIariDe lDauranoe. (See Insuranoe Companiee.) 
IIIarried women, separately assessable • 
Itedical relief, inoluded in .. Charitable purpose" • 
IrIercanWe baaia of IIOOO1IJIIancr • 
ItiliIarJ Cross, allowanoe attached to, exempt 
ItilitarJ Ioreaa. ;'ound or injury pensions. (See 

Exemptions.) 
lliDon, liability of guardians for 

indemnification of guardians • 
admission to the benefits of a partnerehip. 

Legality of 
olaim to refund in respect of his ahare in a 

partnerehip on behalf of 
claim to set off loeses on behalf of • 

lItona,-landing busiD-. irreooverable loan, admis
aible deduction • 

Itolor iDlaranoe. (See Ins~oe Companiee.) 
Itadlbhqida_payments to. (See Deductions 

from taxable income inadmi ... 
aible-partnara' oapital, jntaraat 
on.) 

IItUDicipaliti-. included in .. Local authorities .. • 

ItUDiolpalluel. deduction inadmiuible in _ 
ing property • • 

on busineaa ptemiaee, deduction 
admissible in ''Iwmng buri-
n_ .,," 

Itutual BeueIlt Booietial. IUbaoriptioDa to. when 

P.I03. 
S. , (3) ad fin. 
P. 13, 37. 
P. 17 (5). 

s. ~, n, P. 85. 
S.65. 

P.I0. 

P.92. 
P.72. 

p.n. 

P.8. 

S. 9 (1) (v), P. 81, ISS. 

S. 10 (2) (-1, P. (8, liB. 

treated as borrowed oapital •• • S. 10 (2) (iii), &:plana-

It,.on Durbar. (See Exem.ptiona.) 

•• nI r.x-. wound or injury P""';- (See ~ 
emptiona.) 

tiOD, P. ~ 

• • • • P. 'l3. 
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Ron-residents, agent of, assessable 
agent of, decision of Income-tax 

Officer to trellt a person as, re
vision petition to Commissioner 
before assessment 

application of Act to, British sub
jects and persons in service of 
Government or locsl authority in 
dominions of Princes and Chiefs 
in India . 

~ears when recovllrable from assets 
ot 

no limitation on recovery 
. business connection in British India, 

_ment of profits and gains of 
non-residents from 

casua1 agents of non-residenlls 
consignment business 
divi~ societies, income how cal

culated 
foreign subjects-refunds not ad-

s. 42, 43, P. 86, 87. 

P. 87 (4). 

S. 1 (2), 7 (2). l'. I, 28. 

S. 42 (I), Prov., P. 91. 
P.91. 

S. 42 (I), (2), R. 33, 34, 
P. 15, 86, 87. 

P. 87 (4). 

P.S7 (3). 

R. 31. 

misslole • . 8. 48 (6), P. 92. 
income accruing or arising or deemed 

to aoorue or arise in British India 
to, taxable 

income of, other than income from 
business • 

Indian agents of non-resident firms 
Indian branches of non-resident 

firms 
Indian firms allied to non-resident 

firms 

8. 4 (I), P. 15. 

P.86. 
P. 87 (3), (4). 

P. 87 (1), R. sa. 

P. 87 (2). 
insurance comp&Dies, Indian branch-

es of. R. 35, P. 87 (I), 107. 

interest on loans. acivanced in Indian 
stM;ea to persons resident in 
British India, when not liable P. 15. 

notices, service by post, lega1ity of. P. 87. 

powers of Central Board of Revenue 
to make ru1es regarding assessment 
of 8. ~ (2) (a) (iii). 
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.~ 
profibl from bllllinMa. collJlexioD, 

when deemed to arise in British 
India • S. ~ (1), R. 33. P. lG. 81. 

profibl from aale of merchandise 
exported to and IIOld in Britisb. 
India, tuable-whether teceived 
in Britiah India or DOt S. ~ (3). P. 81. 

aaJariee of British IlUbjecta or Bel'

vanta of Ria Majesty paid in India 
but outside British India, when 
chargeable . • S. '1 (2). P. 1. 16. 26-

ahipping companiea, Indian branchee 
of •• R. 83, P. 81 (1). 

ahippiDg, occuioual-
liability to tu. of S. « (/I). 

owner M ehartmIr when to be 
~ed to earry on busin_ 
in British India • P. 90. 

port clearance DO' to be guonW 
until tu. paid S. «-B. 

profita and piDs how to be de-
termined • • s. «-B. 

aupet'tu.. '!lon·.dent partner of 
ngiatered Iirm, liability of nai-
dent partners .s. 67 (1). P. ". 

ahareholder. resident abJoad, liabi
lity of principal o1Iicer of company 
to deduct auper-tu. from divi-
dends due to S. G'1 (2). P. 99. 

tax paid for 1IOn-.dent, credi' 
to be given for. in'88 ntig aged S. 1i7 (3). P. 99. 

taxee paid in other GOunmee, iD-
admi",;ble deduotioa. P. 63. 

lIotice 01 iemau4 • 
lIotioe1, .moe 01 

0.,"- (See A1Io_) 

OhiDII (_ Proeeoution.) 

• 8. 29, R. 20. P. '1'1 • 

• S. 8S, P. 1M. 

power of Aeaiatant Oommieaioner to _ 
pcIIIDd' • • 8. lIS (2). P. 1'1. M. 
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OfDciaI trustee. liability of, for tax • S. 41, P. 85. 
: indemnllication of. • • S.65. 

Order 01 British India, allowance attached to, 
exempt. 

Orphan, minor-Pension of. (See Pensions of 
minor orphan.) 

Other sources (see Allowances, Deductions from 
taxable income, Exemptions). 

assessment of income from 
examination fees included under 
income of lessee from lease-hold 

property, asseSsable under • 
language rewards included under 
vacant lands, rentals of, taxable 

under 
owner or charterer of a ehip residing 

out of British India, liability of • 

" Paid," meaning of • 
Partners (see Allowances, Deductions from tax

able income, Firms). 
definition of • partner' and • partner

ehip' 
Penalty (see Prosecution). 

imposition of, in the couree of proceedings 
under section 34 • • • • 

Penalty lor concealment 01 income • 
notice to asse1888 before imposition 
prosecution on same facts, barred 

Penalty lor default. Income-tax officer may impose. 
recovery of 
limitation on amount • 
power to enhance 

Penalty lor Iailure to deduct tu. personal liability 
Penalty lor Iailure to give notice of discontinuance 

. of business 

Penalty lor improper distribuaon 01 pro1IlB 

notice to _BB88 before imposition 

-prosecution on same fact, barred 

PenBion, included in .. salaries" • 

P. 17 (5). 

S. 12 (I), P. 29. 
P.25. 

P.29. 
P.25. 

P.29. 

S. 44-.A to 44-C~ 
S. 10 (3), P. 37. 

S. 2 (6·.A). 

P.68. 
S. 28 (I), P. 67, 68". 
S. 28 (3). 

S. 28 (4), P. 68. 
S. 46 (I), P. 91. 
S. 47 ;Po 91. 
S. 46 (l-.A.) 
S. 46 (1-.A.) 

S. 18 (7), P. 119. 

B. 211 (2), P. 74-

B. 28 (2), P. 67. 68~ 

B. 28 (3). 

S. 28 (4), P. 68. 

B. 7 (I), P. 211. 
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P8D8ioDi (see .. Allowances." II Deductions from 
taxable income:' .. ExemptioDB "), 

P8D8ioDI 01 minor orphan, paid to his mother or 
guardian not to be included in· the taxable 
income of the mother or guardian .' 

PensiODI 01 oftl.oers lent to Indian State., liable 
PenIioDl paUl In United Kingdom, when liable • 

I Permanent I8Wement, question whether this ex
. empts from tax non-agricultura1 income from 

permanently eettled land 
Perqujsjtes, included in " aalariee " •. 

or benefits. not convertible into money, 
when exempt 

rent-free furnished quarter&, value 
not to be eplit into component 
parte • 

epecial. for epecifio purpoee. when 
exempt 

" Penon .. defined 

P.I03. 
P.26. 
P. 27 (See Exemptions). 

P.2. 
8. 7 (1). P. 26. 

P.23. 

P.22. 

8. " (3) (ft), P. 22. 
P.8. 
8. 2 (9). 
P. to. 

Penou. includee Hindu Undivided Family 
Penonal expeneee, deduotion inadmjaajble 
Place 01181 "'8"t • - 8. M (1), (2), (3). P. 105.. 
Plant (see II depreoiation," " repaiD" under 

.. Allowances in _ •• jng bueineea "). 

Plant, includee ah&fts, sidings and tramways in ooal 
minee ,. 

Poor, relief of. inoIuded in .. oharitable parpoeee ... 
" Post .. means .. Registered poet .. • 
Poet, notices may be eerved by • 
Post 0IIl0l0 Cash Certificates (see ExemptiODB). 

Government eeouritiee parchaeed 
through (see E:umptione). 

Savings Bank (see ExemptiODB). 
PoIltpon'"Mlllt of collection (see Recovery of tax). 

Premium for settlement of waste Ianda, etc., ncR 
liable 

for tranafer of holdings, liable 

insurance (see Allowanoee, EzempQons, 
Inaaranoe). 

P.d. 
S. " (3) ad liD. 
P.IM. .. 
P.10!' 

P.lL 

P.2. 

on ieaue of eh-. not liable • • P.IiL 
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Premium-contd. 

on redemption of Government loan Dot 
taxable • 

" Prescribed," meaning of • 
Presents. expenditure on, inadmissible as a deduc

tion . 
•• PrevioI1ll publlcatiou," meaning of • 

" Previous Jear," defined • 
assessee's option in regard to 

restriction on· • 
different yeare adopted for differ

ent sections or classes of busi
ness • 

power of Central Board of 
Revenue to declare. 

delegation of power to Com
.. missioners . . • 
extent of delegation • 

power of Income-tax Officer in 
regard to change of 

temporary change of 

•• Principal Offtcer " of company, etc., defined 
certificate of payment of tax 

on profita to be furnished 
by . 

submission of returns of pay
menta of dividend to ahare
holders . • 
prosecution for failUM to 

furnish 
return of employees by 

prosecution for failure to 
furnish 

return of income by • 
failUM to fumisb, pros8cu-

tion for. • • • 

P. 23, Illustration (4). 
8.2(10). 

P.4O . 
P.101. 
8. 2 (11), P. 6. 
8. 2 (11) (a), P. 6. 

S. 2 (11) (a), Prov., P. 6. 

P.5. 

S. 2 (11) (b), P. 6. 

P.6. 
P.6. 

S. 2 (11) (a), Prov., P. 8. 
P.6 . 
S. 2 (12), P. T. 

S. 20, R. a, P. 63, n. 

S. 19-A. 

8. iiI (b). 

8. 21, R. 15, P. 64. 

S.1i1 (e). 
S. 22 (I), R. 18, P. 60. 

S. iiI (e), P. 60, 61. 
_ fOrfeitUM of right of appeal S. 30 (1). Prov •• P. 61. 

power of Income-tax Officer 
to extend time 1M • • S. 22 (1). Prov. 

Principal Jlace 01 busin .... determination of S. M (1), (2), (3), P. 105. 

Private employer, deduetion of tax by. from aaIari. S. 18 (2). P. :15, 60. 



Professional earninga, assessment of 

expenditure allowab!. 

p8lllODllol expenditllH. DO' 
allowable • 

Proleaaionalleea, paid outside British India, wh8a 
liable 

Prollts, book, when inoluded in income 

Promluol'J Notel, Government of India, enlaced 
for payment in England, interest on, liable • 

ProPerb', assM8!Dent of (see Allowanoea in _ 
ing property) • • 

no aet-oft of 10IIII1UIder, allowetl 
allowanoes in assessing, method of cal

oulating . 
annual value defined • 

diB8lII from actual rent . 
limit of 10 per cent. of .. Total 

S. 11 (1), P. 31.. 

S. 11 (Z). P. 53. 

S. 11 (2). Deductions 51 A. 

S. 11 (3), P. 15. 

P. ST. 

P.16. 

S. 9 (1). 

8. 9 (1), :Prov., P. 36. 

1'. s:l. 
14. \I (2), P. SO. 
P. so. 

inoome" • B. 9> (3), P. so. 
II total inoome P defined: . P. so. 

bueineaa pJ"'lDiaea, not included in • :P. 29. 
oolleotion chargee, maximUD;l. S. 9 m (lit'); R. 1, P. M. 

Mlo&on in oaae of vacanoies. S. 9 (1) (vit), P. 85. 
c1aduotion allowed for ume&liaed rents ,.:f. 11 (37).34-A. 
evidence required tQ IUpport claim. mr 

allowanoea. P .. 32, 34. 
lIImdt not;. attached to buildinga, not; ., 

iDaluded undtr. •• P. 211. 
lease-hold property, lessee'. inoome from, 

chargeable under .. other 801lI08II .. 

legal expenaea incurred in reoovering 
rents. allowance for • 

loea of· rent, insurance premia,wh8ll 

P.29. 

P.34. 

allowed. • • ~...... • 1'. 3S.. 
IIDnaIised rents, .nowu.ce mr P. 1'1 (J1). St..A. .. ' 
vaeanaiea, allowance fop • s.» (1) IN,,,P. SIi&. 

cIaima on1y admiaaible in _peat of 
property uauall7 ie, 

vacant laada, rent of, tanhle _d. • 
u othe WUlCiA .. .. 1''.119. . 
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Proprietors (see references to .. Partners" under 
.. Allowances," .. Deductions from taxable in
oome," inadmissible, .. Firms "). 

Prosecution for disclosure of information by public 
servant 

Conunissioner's sanction required 
exceptions 

for failure to deduct tax or arrears pf 
tax 

for failure to furnish certificate of de
duction· of tax from salaries or in' 

B. 54 (2), P. 9, 97. 
B. 54 (2), Prov. 
B. 54 (2), Prov. 

B. 51 (a). 

terest • B. 51 (b). 

for failure to furnish certificate of pay-
ment of tax on the profits of oom
pany • 

.for failure to grant inspection of re-
gister of members of oompany, etc. • 

for failure to'lnake return of employees 
for failure to make return of inoome • 
for failure to make return of members 

of firm or Hindu Undivided Family. 
for failure to· make return of names 

and addresses of beneficiaries • 
for failure to produce acoounts or docu-

ments. .' 
for falee etatement • 

Assistant Commissioner to direct 
prosecutions as above (B. 51 and 

•. 52) . 

etay of"b'y Assistant CommiABioner 

Provident I'IInds-

• 

B. 51 (b). 

B. 51 (e). 
B. 51 (e). 
B. 51 (e), P. 67. 

B. 51 (e). 

B. 51 (e). 

B. 51 (d), P. 69. 
B. 52, P. 68, 78. 

B. 53 (1), P. 68, 96 • 
B. 53 (2), P. 96. 

8. 4 (3) (tI), P. 20. lICCUJIluiated balance of • 
oontributions to o B. 15 (1). 

included in total inoom.e 
limit of one-sixth of total inOC1me 

6um.ptions, 800pe of • • 0 

interll'!t on ~ties of •• 

• 8. 16 (1), P. 11. 
o 8. 15 (3). 
o B. 4 (3) (w), P. 20 .. 21. 

8. 4 (3) (w), P. 20. 
private oontn'butions to, by employers, 

when admissl'ble • 
eligible for refund 
exemptions do not apply to 

o 

P.49. 
• P.3. 

P.20. 
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Provident Funds";"'oolltti. 
not to be directly assessed to income-' 

tax or super-taxP. a. ' 
Railway, gratuity paid from, exempt froni' 

income-tiIx . _. P. 17 (19), 20. 

Recognised, according or Withdrawal of 
recognition 

aocounte of '\ 
aooumulated balance of. pay-

ment to employees, disconti
nuing participation" 

accumulated subsoriptioDl of 
fund transferred by employer 
to trustee, treatment of 

conditions of recognition • 
deduction of tax at source 

definition 
forfeitures in • 
funds, investment of • 
income :reoeived by trustees on 

behalf of 

income-tax oonceseioDl '" 
interest on investments of • 

'principal place of bueinesa out-
aide British India , 

salary, interpretation, for pm
poses of, 

S. 58-B, P. 20-B. 
S;J8-I, 58-1, P. 20-G. 

S. 58-0 (1) q & h, P. 20-0. 

S. 58-K, P. 2O-H. 
S. 1S8-0, 58-D, P. 20-0. 
S.58-H. 

,S.58-A. 
S. 58-0, (1) (ti), P. 20-0. 
P.20·0. 

,S. 4. (3) (a:). 
P.20-A. 
S. 58-ll', P. 20-E. 

S. 58-0, (1) (a). P. 2O-D." • 

S. 1S8-ll', (1), P. 20-ll'. 
aeourities in 

Publio &ervaut. definition of 
• " • P. 2O-C,' 0 

• S. 2 (13). P. 9. 
o • 

diacloeure of information by. pro-
88OUtion. . • .. .. 

indemnifioation of, for aot done in 
good faith 

Publio uWlI7. objecte of, included in .. Charitable 
purpoeee" • 

Ball.., IllminiatratiOllo inatruotioDl for obtaining 
iBformatiou from • . • 

BailwaJ boob. power of inoome-tax authorities' ~ 
oall rot.. .. .. .. • 

BaIlwv ProWlent luDI1 (_ Exemptiona). 

• •• 

S. M (8). P. 9, 97. 

S. 70. 

.. ... 
P.7o. 

o 

s. S7,' P. 70. 

P.lS, 46 • 
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Bailwa,.----conUl. 
renewal charges admissible. .• • • P. 18; 46. 
rolling stock. depreciation on. inadmis-

sible • P. 48 •. 
interest guaranteed by Secretary of State . 

and payable in England-not liable P. 15. 

Rate 01 Exch!lJ!g!I, oonversion of sterling profits 
Rate 01 tax. Indian. meaning of. • 
Rates of taz 

P.OO. 
S. 49 (2) (b). 
Fin. Act. 

power of Governor General to reduce. S. GO. P. 17. 17-A. 

Rations 
issued in kind, value of, to Military o1lioere. 

exempt 
money'allflW8IDcee paid in lieu, of. exemp. 

a-ipt to be granl:ed lor tal: paid 

a-ipts. euuaI. when exempt • 
examples • 

a-iver, liability of. to pay tax 

indemnification of 
a-iver 01 rent in kiJul, sale of produce by. inoome 

from. exempt 
Beoords, inoome-tax, Civil Court not to call for 

P. 17 (31). 
P. 17 (31). 

B.62. 

S. 4 (3) (fIi,). P. 23-
P.23. 
s. 41. P. 85. 
S.65. 

P.2. 
8~ 54 (1) • 

• '~ 01 peD8UieI - • • 8. 47. P. 91. 

Beooverr 01 tax. ~ of tax • 
deduction of, from aalary 

. . deduction at 8Ouroe no bar to other 
methodaof • 

limitation fOJ: • 

inapplicable in _ of non-mai
dent 

non-resident, recovery from 

8.46, P. 91. 
S. 48 (6). P. 91. 

S. 18 (8). 
S. 42 (1), Prov •• B. 48 (1) 

B.42 (1), Prov., P. 91. 

aeaets • • 8. 42 (1). 
non-maident sharehold8l8, B11per-

tax, liability of pritwipal o1lioer 
ofoompany . 

non-:residenl, BUptW-1a:II, liability 
'of fellow partDerB in registered 
firm 

peualty for defa~ 

8. 67 (2), P. 99_ 

B. 67 (1). P. 99-
S. 48 (1). 



~ihe "., 01 cU-amtd. 
promptitude in, importancle of • P. 91. 
IIII8JMlDIIion of. pending appeal, 
~DaI . 8. (5, ProT., P. 9L 
pending atatemea$ to High 

Coon, forlIidden • - • • 
tax. when payable 

Becti'12tice 01 mjstalree 

alB e se e to be heard whea. IIOUIIIB_'Jljllel9ln' en'fumo-

ed. 
evidelne fresh DO\ acbaiaaible 
review, 110 general power of • 

BeaaDptiGG 01 BoftlDlllClDi loaD. pnpuiwa lIDo DO\ 
liable 

Berm- to Bigh Coari (_ High Com). 
nfund of fee depoaited by applican.t for refer.. 

eIlC8 to High Com • 
BeIa_ to IIoud 01 ..... 
BeraDd. applieation for 

Ij'imWWn • 

8. 66 (7), P. 91. 
8. (5, P. 9L 
8. 35, P. 83. 

8. 36, Prov. 
P.83. 
P.83. 

P. 23, IIlustmtioa (4). 

8. 66 (2), Prov. 
8. 33-A. 
R. 3640, P. 9i. 
8. 50, P. t·.,.·-

pe1IIOoaI ~tatioD nn_ 
110 J'Oftign BUbjecta iDPdmv.;ble 

to IIOD-naident.e-total. ineonw 

.,.,.co.: . Ii. ((), P. 92. 
: . s. (8 (.5), P. 92. 

• S. (8 (4), P. 9i. 
to owner of aecurity S. (8 (3), R. 37,38, p.le 

GIl, 61. 93. 
in Indian Sta_ 

110 part;Dar in regiA! ed fum 

to pemon • ! II on eaIary 

l'eBidenta of. Indiaa Statee, 
abla • 

• P.6L 
8. 48, (2). P. 10. 11. Ii6 

72, 9"4 
• 8. (8 (3), P. 59. 

P. 61, 9i. 

• 

to eIweholder in company • 8. 48, (1). R. 37, sa 
P. 11, 63, 92. 

when UIIOUIl' of diridende disUilllded 
eZIleed total pmita of. a -pa-y, 
how calculued • • • • P. 9i. 

JWgnj!. JimitaUoa • . . 

~ profita ef 
iii, idendI paid oat 01. 

, • S.1iOs P. 9!. 

. ... • P. t.. 



Refunds-contd. 

tax free securities-dividends paid by 
company from interest on '. P. 92. 

to be obviated P. 55, 59, 61, 92. 
Regimental Mess or lIand Fund. compulsory sub

scripti.ons to, exempt . 
Registered Firm (see Firm, Registered). 
Relief (see " Allowances," "Deductions from tax-

able incomp,," "Double income-tax," "Ex
emptions •. , 

Relief, marginal 
medical, included in charitable purposes 
of poor, included in charitable purposes 

Religious or charitable institutions, purposes and 
trusts (see" Exemptions," "Charitable insti-
tutions, purposes and trusts "). 

Rent (see" Allowances, in assessing business "). 

Rental value (see " Property, annual value "). 
Rental value, of business premises, inadmissible 

deductio~ • 
Rent-free residences, furnished, not to be split in

to component parts • 
value of, when taxable 

Rent-(grouDd). (See" Allowances in assessing pro
perty".) 

Rent-in-kind, sale of raw produce by receiver of, 
exempt " 

Rents and Royalties, mining, assessment of in-
, come from, cessee not ad-

o missible deduction 

Requisition (see Notices). 

Reserves, for bad debts, equalisation of dividends, 
insurance, pension, provident fonds, 
superannuatiou fonds, sums placed to, 
inadmiBBible deduction 

for lose on, or depreciation of securities, 
etc., sum placed to by Insurance Com-

P. 17 (4). 

S. 17, P. 58. 
S. 4 (3) ad liD. 
S. 4 (3) ad fin • • 

P. 4.0. 

P.22. 
P.22. 

P.2. 

P.53. 

P. 10, 45, 49. 

pany, admissible deduction R. 30. , 
for UDeXpired risks,' or outstanding lia

bilities, Bum placed to by Insurance 
company, treated as expenditure R. 20, P. 107. 
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RetarD, of employees 
prosecution for failure to furnish 
to whom to be made • 

Return 01 Income-
Appeal against refusal to make 

by person other than oompany • 
by principal officer of oompany • 

Failure to fumish, basis of asseesment 
oancellation and reassessment when cause 

ahown . 

forfeiture of right of appeal 

penalty for 
prosecution for 

False return, penalty.for 
prosecution for 
prosecution and penalty on. same facts 

barred 
eanotion of Aesiatant Commiaaioner of In-

come-tax for prosecution 
Importance of obtaining " • 
Obligatory on Inoome-tax Officer to call for 
Revised 

when not valid 
ReturDl, aasesaee himself or a duly authorized per

aonmuataign • 
income-tax officials ahould assist aaseesee 

to fill up • 
Be'riew, Commiaaioner's powers of 

aas_'s right to be heard • 
limitation • 

Cc>mmiABioner's power to order further 
enquiry by subordinate officer 

CommiABionefs power to reduce part
ners' _trment when firm's __ 
ment is reduced • 

Inoome-tax Officer hea not gueral power 
of . . . 

BewUI1a.language examinatio_when uemp' • 
BuleI. power of Central. Boatd of Revenue to make 

S. 21, R. lfia17, P. 64. 
~ S. 51 (e). 

P.64. 

S. 30 (1), P. 67, 68. 
S. 22 (2), R. 19, P. 66. 
S. 22 (1), R. 18, P. 65. 
S. 23 (4). 

S. 27, P. 67. 
S. 30 (1), Prov., P. 67, 

76. 
B. 2S (4), P. 69, 70. 
B. 52, P. 68, 78. 
B. 28, P. 67, 68. 
S. 52, P. 68, 78. 

B. 28 (1), Provo 2, P. 68. 

S. 5S (1), P;.68. 
P. 67, 68. 
B. 22 (2), P. 67. 
S. 22 (3). 
P.66. 

P.71. 

P.67. 
S. sa, P. 24 (2), 81. 
S. as (2), Prov. 
P.81. 

B. as (2), P. 81. 

P.81. 

B. 35, ~. 83. 
P:25.0. 
8. 59, P. 24 (1), 101. 
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Salami' (premium for recognition of tranefer of 
holding), not exempt. • . • • 

Salaries (see .. deduction of income-tax," .. exemp· 
tions," .. refunds "). 

definition of • 
earned outside India, when taxable • 
examination fees, when not taxable under 
Government pleaders' fees (other than 

retaining fees) not taxable under • 
income from, included in inllOme of year 

in which received 
language rewards, when not taxable 

under 
of officers lent to and paid by Indian 

States when liable 
paid aooually-method of taxation . 
paid in United Kingdom when exempt 
paid outside British India, in India when 

liable. 
part!1er's not admissible deduction • 
Provident Fund (private), payments to 

employeee on retirement from, when 
not taxable at source • 

Provident Foods, recognised, interpreta
tion of-for purposes of 

Sterling overeeas pay drawn in the 
United lGngdom, when taxable • 

withheld ooder Court's order, taxable 

Sobolanhips, exempt (see .. Exemptions ") ~ 

s-ritiel (see .. Deduction of income-tax," .. ex
emptioDll," .. interest," .. refunds "). 

appreciation of, treated as income to 
Insurance company • 

certificate by Income-tax Officer author
ising non-deduction, or deduction at 
lower ratt' 

depreciapon or loss on 

auiDll placed to reserve for or written 
oil by Insurance company, ad
JDiMible deductions • 

P.2. 

S. 7 (I), P. 22, 25. 
P.26. 
P.25. 

P.21i-

P.25. 

P.25. 

P.26. 
P.57. 
P.27. 

S. 7 (2), P. 1, 26. 
P.4O. 

. ;'. 

P.25. 

S. 58-Ir (1), P.20·F. 

P.59. 
P.25. 

P. 17 (3), 18. 

R.30. 

P.61. 

P.46. 

R.30. 
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8eourlti_eontd. 
interest 011 ·loau for purchase of, per-

missible deduotion, when . • P. 28. 
interest on tax free, inoluded in total in-

come S. 16 (1), P. 28. 

meaning of I. P. 21, 28. 

Seouritie. and .1weI, forming part of capital, 
• ... appreciation or dept&-

oiation of, not taken 
into aooount in calcula~ 
ing income . P. 406. 

profit on sale of, forming 
part of reserve, not tax
able 

profi1B of speoulation in, 
taxable • 

Co-opera~ive Societies, loes 
under any head of inoome 
that ia uem.pt from tax 
against any head of income 
that ia not 80 u8IDpt . 

8e~ depreciation in uoesa of profi1B, how to 
I be adjusted. • • . • . 

of interest on loan, against income from 
taxable and tax-free securities • 
of 1088 in businees-inoome from dividends 
of loee under one head of inoome against 

profit under another • 
property no .. kif, of 1018 under • 
eeourities or shares-interest on borrowed 

money invested in-u:oesa of over inter-
eat C)l dividend zeoaived-other taxable 
income 

IIe&-oII of tu. u alternative to refund, to p8I8O\lI 
BlBeesed on salaries, and ownera of eeourit.iee • 

Shaftlin mIneI. depreciation on • 
8hareholder (_ Dividend). 
IIhanr. ooe\ of iaauing. not admiasible u busin888 

u:peDI8 

pnmia on issue of. not liable to tax • 
_ and _rltiM (_ SpeouIa\ion). 

P.46. 

P.46. 

P. l7-'&' 

P.46. 

P.28. 
P.46. 

S. 240, P. 711. 
S. 9 (1), Prov., P. 36. 

P.72. 

P. 69, 61, 92. 
P.46. 

P. Ill •• 
P. Ill. 

Bhi»PIna MIIJIIN'"" _ ,,_t of • S. a (1), R. as. P. Sf (1)-



Shipping Companies-contd. 
British-assessment of 
depreciation 

Shipp~. o~onal-

liability to tax of 
, . 

58 

• 
owner or charterer when to be deemed to 

carry on business in British India 
port clearance not to be granted until tax 

paid 
Profits and gains how to be determined 

Sidings in Mines, depreciation on 
Societes anonymes 
Speculation, in house property. profits assessable • 

in shares and securities, prQfits assess-
able 

Statament of case (see High Court). 
Stay of prosecution by Assistant Commissioner 
Stay of recover; of tax (see" Recovery of tax, SUB-

pension of "). ., 

Starling Companies, profits of, ~nversion method • 
Sterling debentures. interest on, when liable 
Sterling securities, Government of India, interest 

on, when liable . 
Succession to business 
Sugar. manufacture of, profits of, taxable 
Superannnation Funds, employers, contributions to, 

when an admissible deduction • 
Superannnation Reserves.' sums placed to, when an 

admissible deduction . 
Super-tax. allowances admissible for super-tax (see 

Allowances). 
chargeable on income of individual, 

Hindu Undivided Family, company, 
unregistered firm or other association, 
not being a registered firm 

companies, taxable at Hat rate 
exemptions from income-tax applicable 

to super-tax (see Exemptions). 
exemptions from income-tax inappli

cable to super-tax (see Exemptions). 
- .. firms, registered, not liable .. 

P.89. 
P.88. 

S.44-A. 

P.90. 

• S.44-B. 
S.44-B. 
P.46. 
P.4. 
P. 23, Illustration (1). 

P.46. 

S. 53 :r2), P. 96. 

1'.50. 
1'.16. 

1'.16. 
S. 26, p. 74, 75. 

1'.2. 

1'.49. 

1'.49. 

S. 55, P. 10, 11. 98. 
Fin. Act, P. 98. 

S. 55. P. 10 (2). 98. 



'. 
aul/8l-tu--u. 

partners in, liable •• • S. 14 (2) (b), 58 (l),'P. 10, 
(2), 98. 

partners, nOn-resident, liability of re-
sident partners for tax' due -on 

. ahare of. .' S. 117 (I), P. 99. 
credit to be given for tax 80 deducted, 

in !/o8Beasing agent. S. 67 (3). 
liability restrioted to tax on share S. 117 (I), P. 99. 

firms, unregistered, liable as indivi-
duals S. 1111, P. 10 (2), 98. 
partners liable if firm not taxed " S. 66, Prov., P. 64, 98. 
partners not liable if firm taxed • S. 66, Prov., P.I0 (2),98. 

Hindu Undivided Family, taxed as in
dividual, member not taxable on share 
whether family taxed or not S. 14 (I), 16 (1), 60, P. 

11,114, 98. 
shareholders in companies, liable on 

dividends '. - • S. 14 (2), 66" 68 (1), 
• P.98. 

principal officer of company to ddiluct 
tax on dividend of non-resident • S. 67 (2), P. 99. 

credit to be given for sum eo deducted 
in _eeejng agent. • S. 67 (3). 

refund not admissible •• S. 48 (1), 118 (I), P. 98. 
. tax, inadmisaible deduotion from tax-

able income • P. 40. 
,tax, payable direot, not by deduction 

(exoept in the _ of non-resident 
shareholder and on payments of 
accumulated balances of ~ 
provident funds to employees) • S. 117 (2). 118 (2), 1iS-H.. 

total income, defined • • 
8aQenalOll 01 eoIlection (_ .. Recovery of tax, 

l1I8p8IIIion of "). 
'fa (_ •• Allowancea," .. Deductions from tax," 

Double income-tax). 
"-frM IIOUriU. (_ .. Seouri~ ''). 
'~ . . 

P.ll. 

S. 118, P. 11. 98. 

profits from the manufacture of, taxable 
taxable profits-.how too be determined 

• P.1. 
. au-p·l..w 

It 

• 
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Total income. definition of, for income-tax 
. forl~refunds, non-rem-

dents '. 
for SUPlm'tax,. 

Trade CommjssjODelll in mcua: salary of, eiempt '. 
Tramp steamers (see " Shipping; OllOasion8J. "). 
TramWIlJll. Electric, dsprecia~on on 
Tramwa,. (other than electric tramway), _ 

ment of, allowances-depreciation, ObBO~ 
cance, .repaira~a1 expenditure-option to' 
substitute . " . 

Tramwa:vs in mines, depreciation on • 
Treasur bills, tas not deducted from rield 01. 
Trustee, liability of, for beneficiary 

indem.ni/i.cation of • .'. 
may be called on to furnish list of benen

:_ oiaries 
,(official). (See Offi.c4rJ Trnatee.) 

" TriIBta, (see Charitable institutions, Charitable pur-

8. 2 (15), 16, P. n . 

S. 48 (4), P. 92. 
8. 58, P. 11; 98. 
P.17. 
, 

,:e 48. 
" . . 

P. 18, '6. 
,Po '6. 
P. 23~ IDJlBtration (4), 60. 
8. ~, P. 85, 85-A. 
B.65 •• 

8.38. ,," 

poses) P. 19. 

TriIBta, mixed, enquiry into application of income. P. 19. 
proportion of expenses of manage--

mant allowable • P. 19. 
TurII.over, asseeement on basis of percentage on • R. 33, M, P. 87. 

UI18Qired riskI, 8,UIn8 placed to -reserve for, by 
Insurance Company, treated III Expendi-. • 
~. a.~m 

, . lJ'Dited Kingdom, income-tax paid in, deduotion in· 
admissjble • P. 53. 

income-tax, meaning of, and ex-
cess pronte duty • S. '9 (2) (e). P. 93. 

o 

UDited Kingdom income-tu. relief in 1'68pect of : • 
double taxation: • S. '9, P. 93. . 

UDited Kingdom, leave allowance, IIIIary or pea- ., 
sion of officers"paid in, exempt • • • P. 17 (21). (25). 

of private employees, paid in, when exempt ,P. 27. 

UDiversitieL (See Exemptiona.) • ' • 

Urban areas, rent of vacant lands in, 'when liable to 
tax (upder other 801IrOeI) ~ P. 19 • 

• 

• 
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V aoauoiel. allowanoe for , 
inadmissIble in respect of property re-

served for owners' ollCupation 
Vacant land {see .. lkban areas," ,,1i~ve)._ 
Verilloations. aesessee himself lPoust ,Jgn ." 
Victoria Clio • .; allowance attaohetl to, enm.pt . 
WIIItinC IISIIIlIs, deprecfution 011, inadmissible . 
Wlineuea, alllIUllbned 1inder Section 87, sc81e of 

diet money and travellin& ~ei 
W0Dl8llo married; separatelyll88essable • . • 
Wound and injurr III1D1fona. and gratuities. (See 

Exem.ptioJIII.) • 

S. 9 (1) (m'), P. 85. 

P.35. 

P.71. 
P. 17 (5). 

~ ,,' 
P.46. 

P.69. 
P.I03. 
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