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My dear Minister. 

CHAiftMI\N 
LAW COMMj[SS!ON 

NEW l)ELHI, 
September 26, 1958. 

I have great pleasure in forward.-ig herewith the Twelfth Report 
of the Law Commission on the Income Tax Act. 

2. At the request of the Govef1-Uent of India, the Commission 
agreed to take up the revision of the Income Tax Act and ontrusted 
the task to a Committee consiciting of -Shri P. Satyanarayana ~ao, Shri 
G. N. Joshi and Shri N. A. -PaJkhivala who was specially apI)Dinted a 
Member for the purpose of tbe revision of this Act. 

3. The Committee held more than nine meetings, some of which 
were spread over several days·and fonflulated a scheme for the; revision 
of the Act. Some aspects of the work 86 well as the scheme wer • discuss
ed at meetings ·of the Statute llevisi~ $ection of the Cormnis on held 
on the 22nd September, 1956 .,,d the l9th March, 1958. A dra Report 
prepared by Shri P. Satyanarlyana R4°' the senior Member o the sec• 
tion of the Commission. dealiJtg with statute law revision, was culated 
to all Members of the Commisjion andltheir views invited ther . These 
views together with the draft Report 1t'ct"e diSCUssed at a meeti~ of the 
Statute Revision Section held on the ~rd and 24th August. 19 8. Some 
suggestions made by Members at this tneeting were accepted a d it was 
left to the Chairman and Shri ·P. Satyabarayana Rao to finally ttle the 
Report in the light of the dis:ussion. . 

4. Shri G. S. Pathak, ~ing ou'-ide !Rdia, is unable to sign the 
Report. But he concurs in thCI recomntendations and has auth "sed the 
Chairman to sign the Report on his Wmlf. Dr. N. C. Sen G pta and 
Shri-D. Narasa Raju are unatile to CO'fle down to Delhi to si the Re
port but similarly concur in tie reco:tCunendations and have a thorised 
the Chairman to sign the rePi,rt on ~cir behalf. Dr. N. C. Gupta 
while expressing his concurreece with·the Report has added al separate 
note on certain points. 

5. The Commission wishes to acknowledge the services _Iendered 
by Shri S. A. L. Narayana :Row. C~issioner of Inc;ome 'fax. Shri 
N. Srinivasan. Deputy Secre1:frY in j\e Ministry of Finance. r:.d Shri 
K. N: Srivastava. Income T~ Oflicet!, in connecti.011. with the prepara-

• tion of this Report. , ) ; 
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6. The Commission also wishes to place on record its appreciation 
of the services of its Deputy Drafts111an Shri P. M. Bakshi in preparing 
the report and drafting the clauses. The assistance rendered by Shri M. 
Bhujanga Rao, Private Secretary to Shri P. Satyanarayana Rao jn draw. 
ing the report also deserves mention. 

Yours ·sincerely. 

M. C. SETALVAD. 
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INTRODUCTION 

1. There is hardly any Actt on the Indian Statute Book N~ ~ •im. 
which is so complicated, so illOgical in its arrangement, and ~~;~ 
ih some respects so obscure ¥ the Indian Income-tax Act, to the Law 
1922. Courts and commentatµrs have commented on the Ccmmistion. 
illogical arrangement of the provisions of the Act. lt has 
been repeatedly pointed out that ~ amendments made 
from time to time to the Aci, directttd, as they frequently 
are at 1toppitlg an· exit throuf!i the net of taxation freshly 
disclosed, are too often framed with~t_ sufficient regard to 
the basic scheme upon which the Act originally rested. Pro,, 
visions dealing with the same topic o? subject-matter are 
scattered through the various_Chapten of the Act, and only 
a thorough knowledge of the Whole 4.ctt would enable any 
one to find out all the provisions bearing on a certain point. 
Added to the illogicality of the arr$ment are two other 
defects, inaccuracy in the us• of I . e and a degree of 
obscurity which make it difflr:ult to e a glimpse of the 
real intention of the legislature. As Lord Wrenbury said 
(with reference to the conisponding Act of the United 
Kingdom), "No reliance can l>e placei upon an assumption 
of accuracy in the use of language in these Acts".' 

2. The hopeless cohfusiqn into which the Income-tax 
law has fallen is mainly due to precf~tate and continuous 
"tinkering with the Act by the: legislatfite. The amendments 
tC' the Income•tax Act have 1 been SCI ihort.&ighted and so 
short.lived as to rob the Ia-W: of t"!cl~cum of stability 
which is essential to its healf;hy gr Before the provi~ 
sions of the Act can be suffi.ently &rifted by the judicial 
p~ocess,. new prQ.visions are i;ubstitu.ed in their place. In 
legislation as in other fields tf huma11 activity, it is well to 
bear in mind the dictum of Bacon, • f'tarry a little, so that 
we may make an end the 90pner." $~bility is most essen
tial to the proper adminisbiltion of; • taxing statute, and 
it the tax structure of this ~try if to be put on a sound 
footing, it is essential that • halt lf:duld be called to the 
making of ill-digested ame~dments I in a frenzy of hurry 
which has characterised the' history/ Of income.tax law of 
the last few Yff.r5. 

3. The Government has :asked u, to reVise the Income- ' 
tax Act so as to make its visions ~ore intelligible with-
out affecting its basic tax t1f i 'nle task is difficll}t, 
and, as the Codification ttelf ta England said, "'to 
expect from us a codificat n of 'ltit law of income.tax 
whieh the layman could 7 readialld understand wu a. 
vain hope, which only the ~tructed could cherish"." It 

' 1tD' v. K,11.tirlfl•:m /11cGTM-ttJJr !l,nimisnffllr, 6 T. C. 613, 623 (H.L.) 

s hport of the: U. K. eomm~· tee on ,·~ation of Income-tu X....... 
Oinff5t31, para~. quoted in the rq,oM the Royal Coblmilliob OD I 
lhe Tuatioo of Pn:>fita and Inoome, 19434 ,,o, pua. 1o8o. ' 

. . 
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is perhaps possible to make the provisions of the Act more 
logical and clearer without affecting the tax structure; but 
it is certainly not possible to make the Act simpler without 
encroaching upon at least the fringe and verge of the tax 
structure. However, we have made an attempt to arrange 
the provisions of the Act in a more logical manner and also 
to make them simpler and clearer. We have also codified 
some of the principles well established by decisions but 
not contained in the provisions of the present Act, 

4. In November, 1956, we issued a press communique 
and invited suggestions in this behalf. We received sugges
tions from various individuals and bodies. We have con
sidered these suggestions in redrafting the Act. 

&:heme of 5. As the first step in the simplification of the Act. 
slmplifica- we have made a fairly logical rearrangement and re--group
tion. ing of the sections of the Income-tax Act. Each chapter 

deals with a particular topic. 

6. The next step was simplification of the language ~f 
the Act. This was done by splitting up the present sec
tions. which run into several pages, into independent sec
tions. Wherever possible, provisos were removed and were 
converted into independent provisions of the Act. 

7. As our terms of referenCe implied the restriction 
that the tax structure should not be altered, no major 
change affecting the substance of the law has been made 
in the substantive provisions. 

8. We, however, felt that a few minor changes in the 
substantive parts and er few major changes in the present 
procedural provisions would make for simplification. TiD.eRe 
changes have been made and will he indicated in the appr0-
priate places. 

~e~~~u~! 9. We would hke to say at the outset that there can 
essential to be no real simplification of the Income-tax law w1thottt a 
make forsim- simplification of the tax structure. As this was beyt:ind 
plificalion, the purview of our work, our task of simplification has 

Analogou1 
s1atutes. 

been greatly hampered. 

10. We have examin·ed the Incnme-tax Acts of otJ,.er 
countries to study the scheme of arrangement of the sec
tions and the manner in which analogous provisions h•ve 
been drafted in those Acts. We have derived considerable 
help from them. We wish the Indian Legislature would 
simplify the tax structure of this country on the lines ad
opted by some other progressive countries. • 

11. We may also add that in framing our proposals J;ve 
have not been unmindful of the recent taxing statutes 
enacted in India, such as the Estate Duty Act, the WeaJ.th 
Tax Act, the Expenditure Tax Act and the Gift Tax hct. 
We have examined these statutes, and where we thou~bt . 
desirable, drawn upon the provtsions of these statutes 1in 
framing our proposals. • : 

• 
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12. We now proceed to itldicate the lines on which ChanK':'• prQ--

1he Act has been redrafted and the important changes ~ in the 
-effecte':1 by us. • 

13. The changes made by us fall into two catego-
ries : 

(1) changes of substance, end 

(2) changes of form. 

Changes of substance are discussed in the succeeding 
paragraphs; while changes of form or improvements in 
dr'afting will be explained in "Notes on clauses". 

There are certain changes which he.ve not been embo- (Reoomm.C11-
tlied in the araft clauses in Appendix I, but which we dations not 
regard as desirable. Our recommendations as to such embodJ~ in 
changes will be found either in the discussion in the body Appen 11 I). 
of this Report or in the notes to the relevant clause in 
·"Notes on clauses", or, in the list of recommendations an-
nexed to this part of the Report. 

1 ~- As in the prese~t Act, the . preliminarr Chapter Chapter r 
-eontams only two sections. One 1s the section head- PTeliminary. 
ed 'Short title, extent and commencement' and the other 
is the section containing definitions. 

Several new definitions were found necessary and New defini
have been inserted. Of these, .the following deserve notice- tiom. 

A definition of assessment .has beep added to make it •~nt•. 
-clear that "assessment" includes re--assqssment. 

This expression has been used by decisions of courts "AMtlament 
and is well-understood as meaning thf financial year for Yea?''. 
which the assessment is being rade at the rates prescribed 
by the Finance Act of the yea concerned. A definition of 
'assessment year' has therefore'·been i~erted in the Act. 

These are two new definitions which were found neces- "Average 
sary. In respect of several incomes w_,ich are included in Ja~e-Tax! 
the tot~! income, abatement of the tax is given at the "~VdraF rate' 
average rate of income-tax. The preffent Act provides a of Super 
complicated process for the computati()n· of the abatement.Tax'". 
in section 17, where the method of vrorking the average 
rate of income-tax is referred to. ·tt "WPS found convenient 
to give definitions of these tvro expnfssions and to refer 
to· them in the appropriate seetions inttead of repeating a 
long clause every time. 

The basis of charge under . the Act vclries according as ~!;.i;:•rcs~ 
.a person is a resident of India or a non-resident. The ex- "Retident"." 
pressions 'Resident' and 'Non-resident' have specific mean-
ings for the I?urpose of the Act. It .was, therefore, felt 

. necessary to introduce these lwo new- definitions in the 
,Act. 
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A definition of •tax' has been introduced. Under thia 
definition, 'tax' meane both income-tax and super-tax charge
able under the provisions of this Act. The definition will 
make it clear that where income-tax is referred to in any 
provision of the Act only income-tax is meant, and where 
super-tax is referred to in any provision of the Act, only 
super-tax is meant. Where 'tax' is referred to, both income
tax and super-tax are meant. 

Changea in b JiJi existing deli- 15 The definition of "auessee" has een amp ed so 
nitiom. as to mclude all the vanow; classes of persons wlio may 
"Assessce" become liable for aasessment or payment of tax or other 

sum.' 

"Capital a11· Item (iii) of existing section 2(4A), which excludes. 
11:t". from the definition of "capital a&Set", land from which the 

income derived is acricultural income has been re1r_afted 
by substituting the words "agricultural land in India'. Land 
tying fallow and yielding nq j.ncome should, it is felt, be 
excluded from this definition. Henee this change. 

"Income". The definition of "income" has been amplified SC> as- to 
include profits and &ains. 11iis will obviate the necessity 
of repeating the lengthy expression "income, profi1s and 
gains" in the substantive sections. Wherever practlicable. 
only the expression ''income" has been used in the substan
tive sections. 

• 
Scheme of 16. The substantive pro•isions of the Act relaltg to 
substantive one topic or subject matter are at present spread a over 
provisions. the Act. This has naturally led to considerable d" culty 

in ascertaining a person's liatiility wider the Act. For;exam
ple, section 42 which deems certain incomes to ac or 
arise in India is sepatated from section 4 which dea with. 
the charge to tax of, incomes: accruing or arising in India. 
Similarly, while most incomes excluded from the to in
come are dealt with in section 4(3) of the Act, the e are
some provisions pertaining to exclusion in other ctions 
e.g. sections 14(1), 25(3) and 25(4) etc. We have, th efore~ 
in grouping the sections in varioU$ Chapters, taken Qare to 
see that all the provisions peLU.ining to a particular 5Pbiect 
or topic are placed ill the same Chapter. 

17. The substantive provtsions are at present conJained 
mainly in Chapters I, III and. IX in the existing Ac~t. \Chap-
ter III deals with seteral su)t,teets·. It deals with basis. 
of charge, the complltation <if total income under ·ous 
heads, the rebates on life insllrance premia and othe mat
ters and the provisions pe~itling to- salaries, wag and 
other matters. In thl draft af the Act which we ha~ pre
pared, the substantive proviei.ans pertaining to incolf).e.tax 
and super-tax have been classified and groU:ped in eleven 
Chapters which deal with the follq,wing subjects : 

The _notes to clause 2 (S,, in the Nbtes on c\austll, contain a JletaiW 
discwsion. 
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(i) Basis of charge. (Chapter II) 
(ii) Incomes which do not form part of the total in

come. (Chapter III) 
(iii) Computation of total income. (Chapter IV) 
(iv) Incomes of other persons, included in the assessee's 

total income. (Chapter V) 
{Y) Aggregation of income and set-o.• or carry-forward 

of losses. (Chapter VI) 
(vi) Incomes on which no income-tax is payable. (Chap-

ter VII) 
(vii) Rebates and reliefs. (Chal)ter VIII) 
(viii) Double taxation relief. (Chapter IX) 
(ix) Provisions against avoid4nce of tax. (Chapter X) 
(x) Super-tax. (Chapter XI) 
(xi) Determination of tax in certain special cases. 

(Chapter XII). 
18. All the provisions which concern the charge of ~pw I 

ineome--tax have been brought toe;ether, in this Chanter. Bu,s of char 
The definition of 'previous year' is one of the essential ge. 
criteria for the basis of charge and has been included in 
this Chapter. 

The ,basis of charge has been expresaed more generally 
than in the present Act, by referring to • every "person" in 
the chargil'lg section. This is in '.conforrdjty with the laws 
of other countries'. 

19. In the pre.,;ent Act the scope of total income is 
given sometimes in relation to J:}ie nature of income and 
sometimes in relation to the residence af the assessee. To 
avoid any confusion, the scope of total ~qome of residents 
and non-residents has been put in two different sub-sec
tions. • 

20. Several provisions of the .,Act refetr to income which 
is "deemed" to accrue in India,E· delltd. to be received 
in the previous year. We have ought I these provisions 
together and placed them in pr • ·ty each other'. 

21. At present, there is no ptovision 1which determines Reritte+ce. 
the residence of an artificial jiica~r,;on. A Iiew sub-
clause• has therefore been iptrod ced in 1t section relating 
to 'Residence' providing that pe ns o qr than those for 
which a specific provision has en ~- would be resi-
dent in India, unless the control· and agement of their • 
affairs is situate wholly outside India. 
------------·- -----·---~-----------

' ~e section 2(1), Canadian Inc~ Act, l9i:8i section 5(1), Sou.
th African Income-tax Act, 1941;-and seetiOll 17, Austr,alian Intome-1ax etc. 
Act, 1936-53. 

1 See cla'llaa 4 (t) and 4 (11), App. I. 
• 8.-e clauses 7-10, App. l. 
4 See clause 6 (4), App. I. 



22. The p:resent Act (section 4) speaks of thr€e cate
gories of persons: 

(i) Persons who are resident in India; 

(ii) Persons who are not ordinarily resident in India; 
and 

(iii) Persons who are not resident in India. 
So far as the second catl;!gocy is concerned, certain incomes 
mentioned in section 4 accruing outside India are not to· 
be included in their total incomes. Thi~ category is also 
of impor-tance for the purpose of eertain transactions men
tioned in sections 42(2) and 44D but is of no importance 
for any other purpose. The Taxation Enquiry Commission' 
considered the question whether the category of "not 
ordinarily resident persons" should be continued for the 
purpose of assessment, and expressed the view that there 
was no justification for continuing the exemptions given 
to this category of cases any longer. We are in entire agree
ment with the view expressed by the Taxation Enquiry 
Commission. Our primary recommendation is, therefore. 
that this category should be abolished. If, however, the 
Governm€nt wishes to continue the exemptions, we would 
prefer to put in Chapter III the items which ate to be 
excluded 1rcm the total income in the ca:,e of persons not 
ordinarily resident". We would also mention the other lia
bilities of persons not ordinarily resident at the apWCJpriate 
place. We have not therefore, -referred to persons·'tot ordi~ 
narily resident' in the section "Scope of totp.l ipcome", 
W<c! wm.,ld like the basis cf charge to be determiried only 
with reference to cne question, namely. whether the per-
son is resident in India or not resident in India. . 

The definition of "ordinary residence" fa -secl;ion 4B 
is couched in a negative form, with the result that the 
~ection is ambiguous in its irnpor-t The view t~ke~ by the 
Madr.as and Travanoore-Cochin High Courts" is tliat resi• 
dence in India for less than nine years out of the preceding 
ten vears is sufficient to make the assessee "not ordinarily 
resident", whereas the view taken by the Bomb~y Hj,gh 
Court• is that in order to claim the status ol "®t ordi
narily resident" the requisite condition•is that the assessee 
should be non.resident in India in nine out of the ten years 
immediately preceding the relevant accountmg year. Under 
thr- Madras view non-residence in one of the saj.d nine 
years would make the asstssee "not ordinarily t'fflident", 
even if he has beer.i residetit in the remaining ei~ years. 
Under t!le Bombay view non-residence ln each of tpe nine 
years is required before the t.S&essee can be regarded1as ''not 
ordinarBy resident'', We understand that the Central Board 

' Vid.e T. P.. C. Rq}Ort (1953·r954), Vcl. II, Chapter ll, para 11 
Pag~s ~e-~9- ' 

' }'j,i,,-,c;)3.ui,c ti (4/ (iv], A.;:,p, L . 
~ Man·lff'{thu Piilalv$. C. I. T,. (194-c,) I~ I. T. R. 186, 188; Swami.iuJt/ra,; 

0..ti<I~ v,. C. I. T., 1947 J. T, R. ,p8, 424: Bawa. vi. C. I. T. (1955) ~7 
I. T. R. 463. 

•MGIJihhai E'ottl•.-~. C. 1. T. (1953) 23 I. T. R. Ti• 
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of Revenue. has approved of the Madras view in some cases 
where the question arose for its consideration. If, contrary 

. to our recommendation, the coneept of ordinary residence 
is retained, it would be advisable to redraft the definition 
of "ordinary residence" so as to make it clear which of 
the two conflicting views is the ooe intended by the Legis
lature. 

We would like to draw the attention, of the Govern
ment to twq provisions of the Income-tax Act which deserve 
to be deleted. The first is section 4(l)(b)(iii), taxing an 
assessee in respect of the remittances by him into India 
out of the income of past years (i.e., years prior to the rele
vant accounting year). Such a provision has only the effect 
of preventing capita! being brought into this country at a 
time whe11 the country badly needs capi~l. It is true that 
the effect of this provision has been to a large extent 
counteracted down by the fourth and fifth provisos to 
!:.ection 4(1), which were inserted by the Indian Income-.tax 
tAmendment) Act, 1953; but there is no reason why any tax 
on remittances out of past year's profits should be levied 
·even in a modified form. To tax the aggregate of the 
profits of the past twenty years as the profits of the year in 
which they are remitted into India is unjustifiable on prin
ciple, apart from the fact that, as noted above, it results in 
capital being kept out of the country. 

Another provision which we regard as still less sup-, 
portable is section 4(1), Explanation 4, which m:akes an 
assessef' liable to tax if he moves his past profits from one 
part of India into another, that is, from the erstwhile merged 
territories or'Part B States, into another part of the coun
try. India is one country and it is wrong on principle to 
tax the movement of money from one part of the country 
to another. Besides, a fairly long_ period has already elaps-
ed since the integration of the former native States into 
the Republic of India, and it would be u8chronistic to re
tain any longer provisions which were pppropriate at a 
time when the political map of India Was different from 
what it is today. 

We recommend that these two provisions, namely, sec
tion 4(l)(b)(iii) and section 4(1), Explanation 4, should be 
deleted. (We have not, however, given effect to this recom• 
mendation in the draft clauses in Appendix I, since this 
would affect the tax structure). 

23. The exemptions in the ~ct are of several kinds.~~ m
Some incomes are not liabl~ to:inclusiOJl in the total in•\M whi•
come. Some incomes are liable to inchlston in the total r!m . n:, 
income.but are not liable to,pay any tax'. It was felt that the ~otal 
this distinction should be brought out prominently by income. 
grouping together provisions pertaining to these two cate-
gories separately and putting them in different Chapters. 
Incomes which under the provisions of the Act, are not 
to be included in the total income have been put together 
in Chapter,III. , 

J See scctiOD 16 (1) (a). 
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24. A few of tb.e exemptions notified under section 60, 
under which the illcome is 1o be excluded from the total 
income, have been mentioned here', as it was felt that 
such important notifications should be prominently brought 
to the notice of the tax-payer, e.g., income of a University 
or other educational institution, scholarships and others. 

The exemptions have, wherever possible, been classifi
ed into well-defined categories e.g., non-residents, foreign 
residents, interest and others. 

25. The provision in existing section 4(1) 2nd Proviso, 
for incomes accruing outside India which are to be exclud
ed from the total income of a person who is not ordinarily 
resident, has been retained in the draft proposed ·by us. 
If the Government accepts our primary recommendation", 
this provision• would have to be omitted. 

The provision in section 4(3) (xiv), relating to the 
exclusion of remuneration received by employees of toreign 
enterprises, is sougtit to be confined to foreigners, since 
there is no reason why the exemption should be enjoyed 
by Indian citizen!.'. 

The provision in section 4(3) (xiva), relating ta salary 
received by certain foreign technicians. is sought to be 
slightly widened so as to cover salary received for work 
done before the actual commencement of busines(. • 

26. The provisions of setition 4(3) (i) and (ii) (income 
of religious and charitable trusts) have been the $J.lbject• 
matter of interpretation by;, various courts. It app♦ars to 
us that the· intention of the legislature is not cle~from 
the present 'language of the Act. It also appears to that 
the distinction between a trust and an institution s not 
been borne in mind in drafting section 4(3)(i). An titu
tion is something different from a trust. A trust ; is not 
necessarily an institution•. 

27. In our opiniqn' the ~tention of the legislatk,. in 
!raming section 4(3)(i) was ,"to exempt three categofl-e5 of 
mcome:- · 

(i) Income front properl;y held under trust for i chari-
table or religious puJb>oses. !' 

(ii) Income from ·busineS4 ~eld under trust for retigious 
or charitable purpo~f, subject to the can itions 
mentioned in provi• (b) to section 4(3)(i 

' Vld, clause Ji (17) asi.d n (24), A,pp. I. 
• See para. 2,:i, above. 
1 Clau~e 11 (4) (iv), At,p. I. 
' See clause 11 (8), App, I. 
• See clause 11 (9), App. I. 
' MilUSUr of Na/Wd;Jl Re- vs. T-,Nsts and ~r Ca-. Lk/., 

(1939) 4 AER. 149, P. C. 
1 The 11ote1 to clau,e •• may be "raaed lw- a detailed naaihsa~ r,f 

the po9ition. 

' 
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(iii) Incoine from a business carried .on on beba.lf of a 
religious or charitable !Mtitu.tan, subjer;t to the 
conditions mentioned UJ provi14 (b) to section 4 
(3){i). 

28. It appears· to us that in 'ti,ew of the decision of the 
Supreme Court' it will be difficult to exclude "business" 
from "property" which is the subject ot a trust. But, it is 
also clear to our minds that inoome from business should 
b~ exempted only if the conditions mentioned in proviso 
(b) are fulfilled. We have, th~efore, redrafted section 4 
(3)(i) to make this position clear-., 

29. We are of the opinion tftat the legislature intended 
also to exempt the income from a bustiless carried on by 
a religious or charitable institution, if ~e conditions men• 
tioned in proviso (b) are satisfied. As the exemption of 
the income from a business c.erried ()11 on behalf of a 
religious or charitable "institution" is not covered by the 
category of income from busim1ss held under "trust", we 
have provided• ,..for the exemption of such income of a 
religious or charitable institution, 

Chapttr IV 

30. As stated above•, the provisions regarding computa- ~=~~~ 
tion of total income, computation of in~me under various me . 
.heads, and other matters are oontaind. in Chapter III of 
the present Act along with o!er prot,isions pertaining 
to exemptions and other mat rs. We 1 qonsider that the 
provisions pertaining to the co putati:;, :of income under 
each head specified in section 6! should i8ll ·be grouped to-
gether under the Chapter "ComPutation: of total income". 

Though there are separate modes 4f computation un
der each head, we find a ba!ii' scherde underlying the 
method of computation under a11 the heads. The Act first 
provides for diiferent categoriel of incdme being assessed 
undoer different heads of income. Theliis, then, a provi
sion for deducting from the ;oss • me under each 
head expenditure incurred for ming t income. There 
is, again, a provision which pro ibits c • deductions in 
oompu.ting the income unde~t heacl ffaving regard to 
this basic scheme of the Act, w have ~ed under each 
bead a section which deals wi the :gories of income 
or the nature of income w • is a able under that 
particular head, e.g .. under es, p , and business. 
Deductions to be allowed or n in co ing the income 
under each head are separately provid . The sections per-· 
taming to a head of income art grou~ under sub-titles, 
for example, A-Salaries, ~ ~ Securities, C-In~ 
oome from house property and so IQD.. 

1 J. K. Trust vs. Comm1.uiD11er of !11&ome-tax, (1957) J2 I. T. R. 53.5 {S.C.). 
• Sec clauses 12 (2) aDd 12 (4), App. I.· 
1 Sec clause 12 (3), App. I. . . ' 



Interest on 
SecuritiCI. 

31. In the present Act the expression "tax shall not_ 
be payable" has been used_ even in respect of deductions, 
in computing the income under each head. The language 
has been criticised and has occasioned some confusion. In. 
the scheme adopted by us deduction have been s~ate
ly listed and the e~pression "tax shall not be pay"ble." ia 
not used in regard to deductions'. 

Section 8 provides that Uie tax should be payable in 
respect of interest "receivable" by assessee. As the word 
"receivable" has been interpreted by courts as meaning_ 
"received", we have adopted this interpretation and re~. 
drafted the section accordingly'. • 

Income from 32. The income assessable under S{:Ction 9 is more
property. appropriately described as "Income from house property"; 

we have adopted this phraseology. 

Profits and 33. Section 10, which pertains to income from business. 
gains ofbusi• covers about fourteen printed pages of the Income Tax 
1:eu profes- Manual. The section is divided into thirteen sub-sections, 
110n or voca- d . J 
tion. an sub-section (2) has about fifteen clauses and a arge 

number of provisos. In the absence of any marginal notes 
appended to the sub-section and the clauses, it has been 
found very difficult to find out whether any particular, 
d€<luction is admissible in the case of business income or 
not, or to trace a provision rtlating to any particular topic. 
We have, therefore, divided the provisions pertaining to 
business, profession or •vocation into a ..o__umber of sections._ 
The important changes are mentioned below•. 

34. One provision which has· caused a good deal of' 
hardship in practice is that regarding bad debts. The allow..,_ 
ance for a bad debt under section 10(2)(xi) is condJtional 
upon the Income-tax Officer. finding that the amou♦t had 
become bad In the relevant accounting year, and tHis has 
been found to bear .bardly °'1 the assessee in manyi cases. 
An assessee may write off rutd claim a debt as a btd•bt 
in a particular year, honestly thinking that it had come 
bad in that year; the Income-tax Officer may disall the. 
claim on the ground that the claim was premature d it 
really become bad in a subsequent year; on appeal, the 
appellate authorities may uphold the disallowance ~ut on 
the ground that the debt had actually become bad I in: an 
earlier year. By the time the cJ.eim is finally rejec· ed, it 
may be too late for the a~see to claim the ha debt 
in any earlier or later year. o: make the allowance pend 
upon the chance of the as 's view as to the y ia 
which the debt b,ecame bad' coinciding with the part.-.. 
ment's view of the matter, and to put the assessee • peril 
of completely losing the rijht to the allowance the 
absence ·of such coincidence, JS not a very satisfacto , basis.~ 

1 See clam:e 19, App. I. 
• Se,:- clam:e 18, App. I. 
• For other changes, see list of dlanges appended to this part of the. 

Report. 
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of allowance. We have theref()re prop>sed an express pro
vision' in the Act that if a bacl debt uf disallowed as being 
claimed too late, the assess112ent for'. the year in which, 
according to the Income-tax ¢>fficer, fle debt became bad 
can be reopened and the allowance 1$:t .be given for that 
year wherever posstble. 

We have also proposed a provision' to meet the con
verse case of a bad debt being claimed prematurely. 

35. We have also enumerated in a.separate section the 
topics covered by these sectiohs'. 

36. The proposed arrangel)lent will make it conveni
ent to find the provision per~ining _, a ded1,1ction or a 
charge easily. ' 

37. The provisions perta~ing to insurance business 
have been placed in a Schedule, as at present. 

38. Two changes that we have made in section 10 (2) 
(vib), relating to development. rebate, ,may be pointed out 
here•. In the first place, we Have slie:htly altered the pro
vision so as to allow the re~ in :ref;Pect of the year in 
which the machinery or plant is first:!. ut to use by the as,. 
sessee, if the machinery or p~t is ot used in the year 
of acquisition. Under the e~ting vision, the deduc-
tion is allowed only in the year of act1llisition or installa
tion, and the position regarding easel;: where the machi
nery or plant is not "used" i:p. the Yltar of acquisition or 
installation is doubtful. This. has n°"" been made clear. 
In the second place, we have omitt:Eti sub-sections (2B) 
and (2C) of section 10, relati.$g to dr!()sits or profits by 
companies. The proposed orfi,ission sub--sections (2B) 
and (2C) of section has been made n view of the fact 
that these sub--sections are nC,: being jenforced at present. 
The omission is relevant a!s01 for thE!i JPurposes of clauses 
(vi), (via) and (vii) of sub-section (2) bf section 10. 

39. Section 12B has . been , criticistfi as containi~~ . the tal 
largest number of provisos. It has~ been cnhcised ca· 
on the ground that it is difficult to kn1':!• _from the present 
language of the section, the dtductio~a person is entitled 
to on account of the cost of the asse s, We have felt it 
necessary to coin an expressi~ viz., $ta.tutory cost',. for 
this purpose. We have made rovisi ~Or the determina-
tion of the statutory cost se ately • respect of depre-, 
ciable and non-depreciable. ssets•. , Provision has also 
been made for determining tle statu-.,ry cost in relation 
to the mode of acquisition of the assetf; ,by the assessee by 
purchase, inheritance and oilier metbods. 

l See clause 162 (6), App. I. 
See clause: 36 (6), 2nd Proviso, ApP, I. 

3 Clause 29, App. I. 
~ Vidt Clause 33, App. I. 
• Vith Clause 49, 50, 51, App. I. 

Yid, Claute 50 and 51, Am, I. 
2-1 La.w Com./58, 
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In~e from 40. The provisions pertaining to the computation of 
-0t er sources. mcome from other sources have now been put after the 

provisions pertaining to the computation of all other 
incomes including capital gains. The section is thus a resi
duary section for computing the income from all sources 
for which no proVision has been made earlier. 

We would like to draw the attention of the Govern
ment to the fact that the present system of taxing divi
dends creates a good deal of difficulty. At present, com
panies are taxed at a very heavy rate under the annual 
Finance Act but section 18 (5) and 49B (1) of the Income
tax Act treat income-tax paid by companies as paid on 
behalf of the shareholders and allow the shareholders 
credit for the income-tax paid by the company. The tax 
to be so credited to the shareholder has to be arrived at 
after an elaborate computation uhder the process known 
as "grossing up" of dividends. J'his process, dealt with 
in section 16(2) of the Income-tax Act, is a complex one. 
Moreover, difficult questions often arise in practice as to 
whether dividends are declared out of the taxable profits 
of the companies or not, since money has no ear-mark and 
it is not easy in practice to identify the fund out of which 
a dividend has been declared. This difficulty has been 
accentuated after the substitution of the present rule j4 of 
the IncomeMtax rules prescribing the new form of ce'rtifi
cate to be furnished by the company to the sharehct1der 
along with the dividend warrant. It would make the law 
much simpler and easier to administer if at least plJ,blic 
companies are taxed at a very low rate and the share
holders are taxed at the normal rates without any credit 
being given to them for the tax paid by the coIOpa:i]·es. 
We have not made any changei, on this point in the aft 
clauses in Appendix I, since any such change would a ect 
the tax structure ; but we feel that the Governqlent 
sh:mld consider the simplification of the law on this Point. 
The notes to the relevant draft clause may also be peri).sed 
in this connection. • 

Chapter v 41. Income which belongs to other persons is. in 
1
cer

Incomes of tain circumstances. liable to inclusion in the total income 
~tht'"/,erw!"'s of the assessee, e.g., under sections 16 (l)(c) and 16 (3). 
~i~ u~ue;~ These have been grouped togEtther in this Chapter. The 
101al income. language of section 16(:l) (c) leads to some confusion. The 

provtsi:ons pertaining to settleM.ent of income and tr_pnsM 
fer of property have therefore been separately dealt wi!th. 

Cha I VI 42. The method of computation of the total inctjme, 
AgJe;~tion the method of computing the loss and the right to cllrry 
of hicome forward such loss to later yean; all pertain to the conjpu
and vt off or tation of total income atter tile income under each Head :rf f<;>rward has been separately computed. All these provisions have 

osies. therefore, been grouped together in this Chapter. 

Under section 24 as it stands at present, a loss urider 
a head other than capU;al ga~ is set off also again-,t a 
loss under the head "~apital f~ins". Since the rate! of 

' • 
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tax: in the case of capital gains is lower than the rate for 
other heads, this provision for the compulsory set off of 
other losses against capital gains is unfair to the assessee. 
The benefit which he derives from the set off is smaller 
than what he would have derived if the loss were set off 
against other income. We have, therefore altered the pro
vision' by .. barring the set off of a loss under any head 
(other than capital gains) Against income under capital 
gains, so that for the purposes of set off, capital gains now 
becomes a completely independent category. 

43. The second proviso to section 24(1) does not bring 
out clearly the intention of the legislature. We have now 
put the proviso in the form of an independent section' so 
as to leave no doubt as to its meaaing. The provisions 
pertaining to set off and carry forward of the losses of 
registered and unregistered f4'ms in the assessment of the 
firms and their partners have also been put in separate 
sections'. 

44. It is now well settled by a series of decisions' that 
a cash credit whose nature and source have not been ex
plained is to be treated as.the income of the year in which 
it occurs. There are similar decisions• regarding invest
ments whose nature and source are not explained. These 
decisions have been codified in two sections' of this 
Chapter. 

45. As stated at the outset. the present Act does not. ~pter VU 
make a clear distinction between tbe three categories of I . mes on 
exemptions: w 1ch no 

11':omc-tax 

(i) Incomes which do not form· part of the total in- is payable. 
come and are altogether excluded from compµ-
tation; 

(ii) Incomes which form part of the total income, but 
which are exempt b'om tax·; 

(iii) Expenditure incurred by an assessee, on which 
an abatement is given . 

. The present Act uses the words "the ta~ shall not be 
payable" in respect of all the three CBtegories ; e.g.-

(a) Any sum received by a member of a Hindu Undivi
ded Family as a member of such family-$. 14(1). 

(b) The taxed share of • partnEir of an Unregistered 
Firm-S. 14(2) (a). 

(c) Payments made to effect insurance on the life of 
the assessee or on the life Of a wife or husband 
of the assessee-S. 15(1). 

Vidi clauses 37 (1) a'\d 75 (1), App. I. 
Sec clauses 78 (1) and 76 (1), App-. T, 
See clauses 76 to 79, App. I. 
See clause 70, App. r. and the 11Ptea there:r. 

~ See dause 71, App. T. and the nptes there1 . 
• Clauses 70-71, App. I. : 1 
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46. It would be inappropriate to use the same language 
in respect of the three categories. We consider tit.at 
the expression "tax shall not be payable by an 
assessee" is inaccurate in respect of expenditure in
curred by the assessee, as such expenditure is not part of 
his "income". We have, therefore, separated these three 
categories and put them into three different Chapters'. 
We have already dealt with the first category in the 
Chapter' in which all the exclusions from total income 
have been gathered together. The incomes which are in
cluded in the total income but exempt from income-tiax 
have been gathered together in this Chapter. The pro
visions of the Act which allow a rebate in respect of expen
diture incurred by the assessee, e.g., sections 15(1), 15B. 
etc., have been grouped together in the Chapter• headed 
"Rebates and reliefs". 

47. In respect of several of the incomes referred to in 
the Chapter under discussion the exemption is co 
to income-tax and is not a,P.plicable to super-tax. To av id 
confusion, the expression ' income-tax shall not be payab e" 
has been used in this Chapter. the exemptions applica le 
to super-tax have been specificall~ mentioned, in the C~p,-
ter relating to Super-tax-. ~ 

48. In view of the present ~heme of taxation ( un4er 
the Finance Act, 1958) under wt,ah no deduction is allo~
ed for earned income, we consider it unnecessary to ccjn
tinue section 15A in the Act. We have therefore omitf.Fd 
the latter part of section 15A, lemving it to the Govemmt!ft 
to omit its earlier part also. i 

Chapter VIII 49. We have discussed above" the unsuitability of 1• 
t~~es and present language in regard to abptement of tax on exp -

e ,es. diture by the assessee. We havlt made the necessary v r-
bal changes. j 

50. This Chapter provides for a deduction, from ttie 
income-tax payable on the tot~ income, of an amo t 
equal to the income-tax calculated at the average rate f 
income-tax on the amounts on which the assessee js 
titled to a rebate, for eXBmple, U,fe insurance premia, d 
contributions, to Provi~nt Funa. The language of t is 
Chapter has been borroWed fr~ the U. K. and Ceyl n 
Acts•. • 

We have slightly widened' ~ provision in secti n 
60(2), (relating to power of the, Central Government 
grant appropriate relief where •alary is paid in arre 
and other matters), so ai to covar'"perquisites" also. ~ 
power will thus be available wbefe a perquisite, enjoy d 
in the form of cash, is paid in al'nears . 

....C:.~---------+ 
Chaptm III, vii and vdr, App. I. 

I Chapter IIT, App. I. 
• CbapterVHI,App. I. 
t Chapter XI, App. I. 
• Vu/, paragraph ii¾and 46 above. 
• See section :ug 1), U. K.,Income-tat: Act, 1952, and 

the Ceylon Income-tax inan<"el l 
' See clause go, App. I. • 

section 
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51. The provisions of the Act which pertain to double Chapter IX 
taxation relief have been gathered together in this Chapter. D O u b ! e 

Taxa,t1en 
Relief. 

52. This Chapter deals with the provisions against Chap1er X 
avoidance of tax by means of transactions with non-resi- Pro~ision . 
dents and by dealings in securities,.cu.m-dividend11 au,d in rnS! t~Ol

other ways. We have aiso dealt in this Chapter with the nee O ax. 
provision pertaining to avoidance of tax in the hands of 
a resident principal. 

53. As regards transactions in securities the present 
law (section 44F) deems the interest to accrue de die in 
diem. As a tax avoidance provision it would be very ap
propriate to tax the interesi wholly in the hands of the 
person transferring the securities before the due date of 
maturity. We have altered the prwision' accordingly. 

54. The provisions pertaining to super-tax are contain- Chapter XI 
ed. in Chapter IX of the Act. There are a few other pro- Sl.lpcr•tax. 
visions not included in that Chapter which pertain to super-
t.ax, e.g., section 23A which providet; for the levy of addi-
tional super-tax in the case of certam companies. All the 
provisions relating to super-tax have been brought toge-
ther in this Chapter. In regard to S\,\per-tax, the basic pro-
vision that the total income for sµper-tax shall be the 
same as the total income for income-tax has been retained', 
but the provisions which exclude certain incomes from 
computation of the total income hne been made into se-
parate sections'. 

In connection with section 23A, we may draw atten
tion to the latest pronouncement 9f the Privy CouncH•. 
on an identical provision of a forei.Jn statute. It decides 
that if having regard to the smallness of profits or past 
losses or any other relevant factor or circumstances the 
payment of a dividend or a l•rge dividend than that declar
ed would be unreasonable, no order should be passed un
der section 23A. We have not made any change in the 
existing section on this point ; but we think that the 
Income-tax Officer should ndt pass ~ order under section 
2.1A where the declaration af a divijiend or a larger divi
dend would be unreasonable on aceount of current busi
ness requirements. 

We may also draw the ~ttenti($ to the inconsistency 
inherent in the present pro,visions •tating to tax on dis
tributed. and undistributed profibt. Section 23A of the 
Income-tax Act taxes undistributed J)rofits, while the pro
vision usually inserted in the annua'I Finance Act has the 
effect of increasing the tax on exeessive distribution of 
profits. This inconsistency must be removed. A detailed 

Vidr clause 97 (3), App. J. 
• Vidr cla\Ue 99, App. I. , 

Vidr clauses 104 10 1o8, App. t., l 
• C.l.T. vs Williamst111 Di.amtnrtu r·• 1959 -rf- 41 (P.C.). 
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discussion of the subject appears in the notes to the rele
vant draft clause. We have, of course, not made any 
change in the existing section on this point ; but we re
commend that the Government should take steps as indica
ted. 

~5. We have placed under a separate group provisions 
relating to rebate on super-tax Of1i certain types of expen
diture or reliefs in respect of certain incomes as in the 
case of newly established industrial undertakings'. The 
Act is not clear as to whether certain incomes exempted 
from super-tax are to be included in the total incomes for 
purposes of rate or are to be excluded altogether; for 
example, the exemption [in section 14(3)] in respect of co
operative societies. In our draft we have borne in mind 
the distinction between an item which is excluded from 
the total income' and an item on which only a relief is 
applicable at the average rate of super-tax'. 

Chapter XII 56. In this Chapter we have dealt with cases which 
~~e~;::·. are not covered by the. normal rules regarding the com
eenain s;~ putation of t<?tal income ?r the rat~ of tax applicable thf:re
eial cases. to. The topics dealt with here mclude the comp4tabon 

of tax for income comprising exempt incomes, liability in 
respect of compensation payable, the rate of income-tax 
and super-tax applicable to non-residents, the mOde of 
computation of income-tax on capital gains, and 60 on. 
We have made it clear' that in the case of compeI1f>8tion 
payable to and received by a registered firm, the ~iat 
mode of computation mentioned in the Act applies to the 
partners. The position is not clear in the Act. 

Procedural 
pcovi,ions. 

57. In respect of capital gains the provision$: qf the 
present Act are not easily intelligible, and we have lhere
fore clarified the position by expressing the compuiation 
of tax on capital gains in the form of a mathematical for-
mula'. • 

S8. The provisions pertaining to income-tax au~ori:.. 
ties and procedure are at present contained mainJy in 
Chapters IL HA, IV. V and V-A. All these provisionslhave 
been brought together, with section 64 which pertaips to 
the place of assessment and section 54 which pertai,is to 
disclosure of information by public servants. .These pro
visions have been divided into the following Chapters: 

(i) Income-tax authorities: (Chapter XIII). 

(ii) Procedure for assessment (Chapter XIV). 
1 Sre clauses !09 to I 12, App. f. 
! Contrast dames 104-1o8, on the one hand, with clauses 109 to 112, on 

the other, in .'\pp. r. 
3 Vidt clause 12:i (2), App. T. 

• Vitfe clause 125, ApJII. I. q. section 6 (1) ofthe South Afrkan Income~ 
tax Act, 1941 for the device ofmathemadc!!,1 formula. 



17 

(iii) 

(iv) 
Liability in special cases (Chapter XV). 
Special provisions applicable to firms (Chapter 
xvn. 

(v) Special provisi6ns applicable to companies (Chap
ter XVII). 

(vi) Collection and recovery of tax (Chapter XVIII). 
( vii I Tax deemed to have been paid oh dividends 

( Chapter XIX). 
(viii) Refunds (Chapter XX). 

(ix) Appeals and Revisions (Chapter XXI}. 
(x) Penalties imposable by income-tax authorities 

(Chapter XXII). 
(xi) Offences and prosecutions (Chapter XXIII). 

(xii) Recognised provident funds (Chapter XXIV). 

(xiii) Approved superannuation funds (Chapter XXV). 

{xiv) Miscellaneous {Chapter XXVI). 

59. The provisions pertaining to Income-tax authori- <lhaptcr XIII 
ties ..are contained in sections 5, 54 and 64 of the present lflCOlnc-tu: 
Act. The provisions contained in sections 37, 38 and 39 a/.lthoritics. 
pertain to the powers of Income-tax authorities. We have, 
therefore, grouped all these sections in this Chapter. 

The present classification of these provisions is not 
very happy. We have, therefore. classified the provis~ns 
pertaining to Income-tax authorities as under: 

(a) Appointment and control, 
(b) Jurisdiction. 
(c) Powers, and 
(d) Disclosure of information. 

60. Effect has been given to the observation of the 
Supreme Court in a recent case' by providing that the as
sessee should be given an opportw,ity, wherever possible, 
of being heard before a case is transferred from one Income
tax authority to another. 

There is at present no provision in the Act as to the 
Income-tax authority who should take proceedings where 
there has been a transfer of the C86e from one Incomertax 
authority to another. A doubt has been expressed as to 
which Commissioner is to exercise jurisdiction when a 
case has been transferred from an Income-tax Officer under: 
the jurisdiction of one Commissioner to an Income-tax· 
.Officer under the jurisdiction of another Commissioner. 
We have provided specifically for such cases by insertip.g 
a new section on the subject'. The new provision wiU also 

' Pwm~/al Binf"'j and ,;;/lie,-s \.'ll. Cuion of/ndifl (195;), 31 1.1 R. 56:;, :,89, 
A.LR. {IJ:"17) S.C. 397, 410. 

1 See clause 134, App. I. 
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meet cases of transfer of a case from one Income-tax Qffi. 
cer to another. A few minor changes made in the various 
sections have been indicated Ul the Notes on clauses. 

An important addtion to the provision relating to dis
closure in section 54 (S) is the new provision' enabling the 
Income-tax Officer to disclose the substance of the parti
culars on which he relies (for the purpose of an assess
ment) to the assessee without. of course. disclosing the 
name of the person to whom the particulars pertain. This 
is intended to give effect to the decision of the Supreme 
Court in the case of Dha.keshWari Cotton Mills Ltd.'. One 
other provision added to this sectiona enables the In<:pme
tax authority to disclose the facts necessary for the pur
pose of enabling an officer of the Central Government to 
levy or realise any tas: imposed by it. 

A provision has also been added• authorising the: dis• 
closure to civil courts of certain documents (like balince• 
sheets, profit and loss •ccounts etc.) prepared by com pf ies 
under 'the Companies 'Act, or documents of which c pies 
can be obtained under the Registration Act. As no of 
these are private documents, there is no harm in permi ting 
their disclosure .in cases where the documents are relejvant 
in a proceeding before a civil court. Similarly, we have·also 
added a provision• authorising the disclosure of acc$nts 
filed by the assessee before an Income~tax authority hen 
the accounts are required by a. civil court fer the pur ses 
of proceedings to which the assessee is a party. We dct not 
see any reason why the mere fact that the accounts, are 
lying with the Income.tax authorities should debar 1heir 
production in court. : 

One important change whi4h. we have made conce~ing 
section 5 may also be .noticed; ~ection 5(8) provides hat 
officers and persons em.ployed ~n the execution cf the Act 
shall observe the orders, instnktions and directions is ued 
by the Central Board of Revenlle. • 

! 
As some of the orc:ters and mstructions affect ass~s 

in general, we have a•ded a provision• to the effect hat 
orders and instructions of a general nature should be 
published. : 

' 
We have also added a cia~ providing for the ~n, 

of documents produced by an assessee before any In e-
tax authority'. , 

1 See clause 141 (3) (<::), App. I. 
1 (19~) 26 I.T.R. 775. 
~ C aust' 141 (3) (n), App. I. 
• c;au.m 141(3) (f) (ii) and (iii), App. T. 
£ Clause 14-1(3) (f) {i), App. I. 
• Claus.- 130 (1), 2nd Proviso, ,,.pp. f. 
T Seo: clause 136 (4), App. J. 
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61. In view of the fact that we have.recommended the 

abolition of the Appellate Tribm~al, the Provisions pertain
ing to the Appellate Tribunal hM'e been omitted from this 
Chapter. 

62. The provisions pertaining to procedure for assess- Chapter XIV 
ment have been gathered together in tltis Chapter. ~ 

for assen-

The Chapter has been divided into sections so as to ment. 
bring out clearly and prominently the various stages of an 
assessment. The principal changes made by us in respect 
of these provisions are given below :-

(1) The date by which the voluntary return is to be 
filed has been fixed as the 30th day of June'. , 

(2) A primalJ obligation to make a return of income 
has been imoosed without the necessity of a general notice 
as under the existing section 22(1). 

(3) The provision has been extended to representative 
assessees, e.g., agents of non-residents, trustees' and other,;;. 

(4) The person who is to si~ the return is mentioned 
at preseRt in a footnote to the form of return of income. 
We consider that this pr:ivision is so important that it 
should be embodied as a part of lhe Act itself. We have, ac
cordingly, added a section on the subject.' We have 
made special provisions for the signing of returns in the 
oase of mentally incapacitated persons, minors and persons 
absent from India. . 

(5) The criteria for making a "best judgment assess
ment" have been specifically mentioned." 

(6) The provisions which are now cpntained in section 
13 have been transferred to this Chapter. The provision 
tas been so drafted' as to avoid any cctnftict between sec
tions 13 and 23. It has been made cletlr that section 13 
applies only where the accounts are c~ect and complete. 
Section 23( 4) will apply to casts wherit the accounts pro
duced are not correct or are not complltte. 

(7) The Act-section ~4(1), 1st Proviso, (ii) enables with 
the permission of the Central- Board •f Revenue, the re
opening of assessments without limit of tune in cases where 
the aggregate income which has. ~scap~ assessment is over 
Rs. 1,00,000. We consider that in most1 Of the cases there 
should be some finality as to an assessm.mt after the lapse 
of a certain period of time. Wbile prokting the interests 
or revenue by providing0 that where income which ha,;; 
escaped assessment in a particular year is over Rs. 50,000 

--- ---------- --- ---
1 St:c claW1e 143 (1), App. I. 
1 Sec daWlt> 144, App. I. 
8 See c!aus<:"S 14-8, 149, App. I. 
4 See clatUC 150, App. I. 
• Sec clause 155 (1) (1.) (i), A'pp. J. 
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the proceedings can be re-opened without limit of time, we 
have provided' for a limit of 16 years in all other cases 
which are now covered by section' 34(l)(a) 1st proviso, clause 
(ii). We would. further recommend that even where the 
income escaping assessment in a particular year is over 
Rs. 50,000, there should be no re-opening of the assessment 
after the lapse of 16 years from the end of the assessment 
year concerned. This last recommendation has not been 
embodied in Appendix I. 

(8) In the case of Parashar vs. Vasantsen Dwarkadas," 
the Bombay High Court held that the provisions of section 
34(3) are invalid to the extent to which they allow the 
assessment of a person other than the assessee to be re
opened without limit of time. We have now provided' that 
the person whose alleged income is included in the assess
ment of the assessee. should be given an opportunity of 
being heard, before the assessment is completed. This will 
cure the invalidity of the provision. 

(9) At present there is no time-limit for the completion . 
..of an assessment made under section ::S4(1)(a). We think 
that the proceedings for such assessments should not go on 
indefinitely. We have accordingly provided• for a time-
limit of four years for the completion of the assessment. 
The time limit will run from the end of. the assessment year 
in which the notice under section 34 is issued. 

Similarly, we have provided' a time-limit of four years 
in a case where a notice is issued under section 28(3) read 
with section 28(l}(c) (i.e., notice for the imposition of a 
penalty where the assessee has concealed the particulars of 
his income or deliberately furnished inaccurate particulars_l. 
Under section 34(3) there is no time-limit for the comple
tion of such assessments. 

{10) Section 35 has been split into two sectiol$. The 
rectification of mistakes, strictly so called, is put ' in one 
section. Several rectifications which are permitted under 
stction 35 are deemed to be mistakes apparent on t!he face 
of the record. All s4ch deeming provisions havie been 
gathered together in another section. 

~~t~r xy 63. All the provisions of the Act dealing with hability 
!;:~~itra~~ in special cases have been gathered together in this Chapter. 

The following topics have been dealt with ,in this 
Chapter:-

Legal representatives; 
Representative assessee:1 (i.e. persons liable as tjrustees, 

guardians. managers, agents of non-resident$ etc.); 
Executors; 

1 s .. ~ clause 155 (,) (a) (ii), App. I. 
1 (!956) 29 I.T.R. 857 (Bombay H.C.). 
• Vide daus~ 16o. Exp!. 3, App. J. 
• Vide clause 16o(2) (ii), App. L 
• Clause 16o(1) (b), ~PP- I. 
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Succession and partition; 

Shipping business of non-residents; 

Persons leaving India; 

Discontinuance of business .etc., or dissoluti?.n of asso--
ciation; 

Royalties; 

Liability of State Governments. 

64. The principal changes made in respect of these pro
visions are as under : -

(i) The provision relating to legal representatives has 
been made more elaborate' so as to cover all possible situa
tions. 

(ii) A new expression has been coined', namely ''repre
sentative assessee", to cover all cases where a person is 
made responsible in an assessment for the income of ano-
ther person under sections 40, 41 or 42 (as trustee, guardian, 
Administrator-General, Court of. Wards, receiver, agent of 
non-resident and otherwise). This scheme has been adopted 
from the South African Act.' The adoption of this scheme 
has made for a considerable simplification in drafting. 

(iii) A new provision' has been inserted to make the 
representative assessee personally liable where he disposes 
of or parts with the assets in bis possession after the tax 
has become ppyable. 

Under the Act, a person liable as a representative 
assessee (particularly a guardian, trustee, or manager) can 
be assessed either under the special provisions applicable 
in such cases (sections 40, 41 and otherwise) or under the 
normal charging provision in section 3. We feel, however, 
that such persons should not be charge4ble under section S 
when there are special provisions applicable to them. We 
have, accordingly, added a provision for the purpose. 

The position regarding the rate of tax applicable to 
income received by a trustee in cases where the shares of 
the beneficiaries are unknown or where the income is not 
received on behalf of a particular beneficiary, has been 
slightly amended" so as to provide th.at the tax on such 
ipcome in the hands of the trustee and otherwise will be 
at the rate applicable to an association _of persons; a provi
sion has. however, been added to the Eit!ect that where the 
income is actually received by the bene-&ciary, the Income
tax Officer has fhe discretion to tax at the rate applicable 

1 Vide daus" 168, App. L 
I Vide daUS\'S 169-177, App. L 
s Se<°' s~ction~ 69·7:i, South A[rirnn Incom,·-tax Act, 1941. 

' Claus~ i 7'~, App. I 
' Clau,i-, 170 (3), App. I. 
1 Vide dal!S( 174 (a), App. L 
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to the beneficiary. We feel that the existing prov1,1on in 
section 41(1), 1st proviso, authorising the levy of tax at the 
maximum rate (in cases wb.ere the beneficiary has other 
income) is not fair. The sheer accident that a beneficiarv 
has income from other sources, should not be a ground fo·r 
taxing him at the maximum rate. 

(iv) There is at present no provision in the Act for the 
assessment of executors. We have inserted a new provision' 
for the assessment of executors, based on the corresponding 
provision of the Ceylon Act. 

{v) The provisions of section 25A, it is now well settled, 
apply only to cases of total partition of the family. There 
is no provision in the Act as to the enquiries to be made 
and the procedure t~ be adopted in the case of partiid parti
tion of a Hindu undivided family. We think that some 
provision on the subject is· desirable. We have therefore 
amplified the section so as to cover cases of partial partition 
of Hindu undivided families.• 

(vi) It has been made clear• that the rate at which a 
State Government is to pay the tax on its tax free scicurities 
should be laid down by the Finance Act. 

rhaJ?l!r XVI 65. All the provisions of the Act applicable to firtns have 
vhl~: P;; been gathered together in this Chapter. This wil] enable 
plicable ' to the partners' and others to ascertain the law from one 
firms. Chapter instead of searchillg -for provisions dispeitsed all 

over the Act. ' 
The principal changes made in this Chapter aJl'e given 

below: 
(1) The provis~ns contained at present in th

1 
Rules, 

regarding the registration ~d cancellation of regist ation .of 
firms, have been ihcorpor1tted in the Act. 

' ' 
(2) The provisil>n for ftesh application for. reg stration 

every year has been delEJ;ed, as it entails hard hip. A 
declaration that there has been no change in the onstitu
tion of the firm will suffice.' 

(3) There was some !difficulty in determini 
there is a change in the qopstitution of a firm 
there is a succession. The, specific circumstances 
sult in a change in 'the conlltitution of a firm have 
defined.' • 

g when 
when 

·ch re
· been 

(4) It has beet noticeci that Income-tax .Offic 
the applications for registra1ion on the ground of echnical 
defects in the in~rument of partnership. For ~xample, 
where the partners of firm A and firm B form a big~er firm-

1 Clause 178, App. I 
1 See clause 181, App. I. 
• V ide clause 188, App. I. 
' See clause 191 {7) ➔ App. [. 
1 See clause 194, AIJ,. I. 

i 
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firm C, the registration of firm C is refused if the instru
ment of partnership of firm C does not iUdlj specify the in
dividual shares of the partners, but merely mentions the 
constituent firms as the partners. In such roses, the shares 
of the partners in firm C, we feel, should be ascertained 
with the help of the instruments of partnership relating to 
firms A and B. We have, therefore, proposed a change in 
section 26A, so that in considering the application for regis
tration, the Income-tax Officer will be required to have 
regard to the instruments of partnership of the connected 
firms also. 

(5) A clause enumerating all other provisions rele
vant to firms bas been added. • 

The provision for registration of firms (section 26A and 
the rules made thereunder) has worked great hardship in 
practice. Practical experience of the working of the Act 
shows that the department is astute to find technical defects 
on the strength of which registration may be refused. Such 
refusal can obviously work enormous hardship, since the 
result of such refusal would be tl\at tax would be attracted 
at a much higher rate in most ca~s than i! the income were 
apportioned among the various pattners a.._d taxed separate
ly in their hands. The reports qf inco~ax cases afford 
many illustrations of how even ;genuine' :lrms have been 
refused registration merely because of some technical defect. 
We have tried to alleviate the hardship lfy liberalising the 
provisions to some extent, as indif;:ated abpve. But we feel 
that if the provision for registratiPn is at fill to be retained, 
!here should be a _c<;ITT1plete chanJe in_ ~hf :approach of the 
mcome-tax authorities, and the provis1ofi. should not be 
administered in a hyper-techniCPl spirit, as is done at 
present. If fhe law is not admiJ).istered; in a liberal and 
reasonable spirit, the old adage uthe lettier killeth" would 
fully apply. 

We would also like to draw the attetltion of the Gov- Double tau
ernment to another provision relating t+ 1firms which we tion or1;;,. 
feel is totally unjust. We are referring ti·section 23(5)(a)(i) tered~. 
of the Act, which provides for tht levy o tax on registered . 
firms in addition to the tax levied. 1on the 4,ividual partners 
of registered firms. This is the !least d ttnsible provision 
of the present income-tax law. 'Prior t the amendments 
made by the Finance Act,~1956, a reg~ied firm did not 
pay any tax itself, but each J't'. er's 're of the firm's 
profits was added to his other i ome the tax payable 
by each partner on the basis of is total .income (including 
his share of the firm's profits) was detennUled and the levy 
was made on the partners indi"lidually. Thus, there was 
no double taxation. But after the amendment made by the 
Finance Act, 1956, (see paragraph D of 1he First Schedule 
to that Act for the rates of tax), income-ta:t is now assessable 
on a registered firm, and. the pa~rs of w registered firm 
are again liable to be charged their i dividual assess-
ments to both income-tax and r-tax '. respect of- their 
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shares of the firm's profits. There is, thus, double taxation 
in the case of a registered firm so far as income-tax is 
concerned, (though not as regards super-tax), and only par
tial relief against such double taxation is afforded by 
section 14(2){aa). This provision for double taxation is· 
without precedent, so far as we have been able to gather, 
in the history of income-tax legislation, either in this coun
try or in the other countries whose laws we have examined. 
To assess a firm in respect of its profits and to assess the 
individual partners again in respect of their shares of the 
firm's profits is virtually double assessment on the same 
individuals in respect of the same income. This type of 
legislation cannot be supported on any considerations of 
justice or fairness or any sound principle of taxation. It 
would work as a dangerous precedent. We appreciate that 
it.is a matter of legislative policy how high the incidence 
of taxation should be; but there is nO reason why: resort 
should be had to pure and Simple double taxation on the 
same individuals, in respect of the same income umler the 
same Act, as a mode of raising the revenue. As alttration 
in the tax structure is not within the scope of our prqposals, 
we have not made any change on this point in the draft 
clause in Appendix I. But we strongly recommend that 
this provision [the system of taxing a registered firm under 
section 23(5)(a)(i) read with the annual Finance Act] should 
be abolished. 

ChaptcrXVII 66. We felt that it would be useful to enumeDate in 
S~cial pro- one place all the provisions of the Act which pertain to 
;t°tii ap- companies. The provisions themselves have been put in the 
c~~aitlcs. to relevant places, e.g., residence has been put in the Chap--

ter on 'Basis of charge', the additional super-tax payable 
by a company has been put in the Chapter on super-t~. and 
so on. But all the provisions of the Act which per~in to 
the assessment of companies have been listed here, fct easy 
reference. 

C h a P t c r 67. The provisions pertaining to collection and re1overv 
;'~~11 

Co~ of tax are contained at present in Chapters IV a•d VI. 
r~c;i:!;, anof The provisions pertaining to fieduction of tax, and advance 
tax. p.:lyment of tax are really provisions pertaining to re4overy 

of tax. Therefore, the provisions pertaining to dedUction, 
advance payment of tax and recovery of tax have aU been 
brought together in this Chapter. 

68. The principal changa. made in th.is Chapt~r are 
as under:-

(i) Some doubt was felt ~s to whether the provJsions 
pertaining to deduction at soµrce or advance payrne•t of 
tax were valid in the absence: of a charge of tax. We have 
made it clear by adding suitable provisions' that there is 
a "charge" for deduction of tax. and advance payment of 
tax etc. 

1 Videclausc 199(1) rcad;with claust: s(2), App. I. 
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We have also made it clear' that advance tax on divl
dends is confined to advance su.per-ta.1:. So far as income
tax is concerned, the question of advance payment does not 
arise in view of the provisions of section 16(2) read with 
section 18(5) and 49B. 

We have also made 'Changes• in the rate of interest in 
connection with advance tax and the date from which the 
inte-rest is to run, so as to secure unifonnity. The notes on 
the relevant clauses indicates in detail the changes made 
in this respect. 

(ii) In regard to the provisions for recovery of tax. 
the principal change made -is that the provisions pertaining 
to the procedure for recovery of tax by the Collector to 
whom a certilkate i.s issued have been incorporated in a 
separate Schedule to the Act, which will constitute a self
con\ained Code. In drafting this Schedule, we have exa4 

mined the provisions of the various Revenue Recovery 
Acts of the various States as also of the various Municipal 
Acts. The procedure to be followed by the Collector 
is not very clear and varies from State to State. This va
riance in procedure has been commented upon by the Su
preme Court." Whatever the position may be m regard 
to recovery of tax levied by States, we consider that there 
should be a unif:lrm procedure in regard to recovery of 
Central taxes. (See detailed discussions below under 
'·Rcvo::anue Lav,;s".) 

{'.ii) Pr:wision' has been made for an Income-tax Offi
cer to send a certificate to the Collect.pr of any district 
in India in which the .assessee possesses property or resides. 
At present, the Income-tax Officer can send a certificate 
only to the Collector of the district in which he functions, 
and where the certificate is to be sent to another Collector, 
the Collector to whom the certiicate has been sent has to 
forward it to the other Collec~r. This procedure r~ 
sults in delaying proceedings for recovery. 

(iv) It is the departmental practice and it lli also con
venient from ihe point of view of assessees---that the power 
to grant payments in instalments should rest with the In
come-tax Officer, and that the pc,wer should continue even 
after the issue of a certificate to the Collector. We have 
inserted the necessary provisions on the subject". 

{v) The scope of sedions 46 (3) and 46(4), under which, 
in areas notified by the Commissioner, ·~ars can be rea
lised in the manner provided by the M~cipal Act of the 
State, has been narrowed down. Of t~ various .remedie-; 
provided by Municipal Acts. th~ power of distraint and 
sale is the only one that is really effective, and that has 

1 VUfr dau..~e :H:;>(3), App. J. 
• &,:; App. I, daus~s '.!21, Pl:O\·i~o and 224 for rate., .and .:::23(1) for dare. 
a P:trsho!tam. Gd";"'!_ji H,:,/~i \>s. Aldili~114l Callee/« qf &mi,',,,,,_(1955) 28 T. 

T. R. 8g1. 
' Su cla11se 292, App. I. 
• See dauee, n9(2) and 234(r), App. t. 



26 

been specifically deah with in the draft'. It will be avail
able to any Income-tax Officer authorised for the pµrpose 
by the Commissioner. The procedure to be adopted by t~ 
Ineome-tax Officer in the case of distraint of property 
h..s been dealt with in a separate Schedule. 

Several Municipal Acts contain provisions for an ap
plication being made to a Magistrate having jurisdiction 
over the area and provide that the Magistrate will ithere
upon collect the tax in the manner provided for the reco
very of fines or prosecute the defaulter for non-payfil:!nt of 
the tax. These powers have in fact never been exercised, 
and we think it unnecessary \o retain them'. 

(vi) For expediting recovery, we think that it would 
be desirable to have a provji;ion enabling the Inco$e-tax 
Officer to apply directly to a court (in whose custody! there 
1s money belonging to the assessee) for payment of t)1e mo
ney in its possession. This will save time, and do I away 
with the necessity of proceeding through the Colleqor aa 
at present. We have accordingly inserted a provisiop' for 
th-e purpose. : 

This is implied undell the pnt-,ent Jaw, but we felt at it 
(vii) One more mpde of lFCovery is recovery by isuit. 

might be useful to fnake a :specific mention of it the 
Act, and have mentioJled it accordingly~. . 

' ! 
(viii) At present one of ihe modes of recovery the 

imposition of a penalb unde,i section 46 (1), the agg egate 
penalty imposed not exceediithe tax payable. T ob
ject of this provision is to p ent the assessee from tilis
ing money which belqngs to . vernment without co n
sating the Government by ~ay of interest for the elay
ed payment. Under le pre . qt procedure, howev it 
may happen that whi the • mlty is imposed in on 
where payment is layed, t may not be im 
another case where also ~ent is delayed. It 
also happen that in • the cate of a particular 
the penalty imposed µnder ~ction 46 (1), is remitt 
appeal. This, we co it.sider, mlld lead to discrim • 
between assessees whb are • Uarly situated. The 
sion in the Australian Act ill 1trls behalf has appea 
us as being more equitable. :We have, therefore, pro 
for interest at 10 per fent be~g payable by every a e 
who is in default in feSpect t,f! the amount outst i.cg, 
from the date on whilih the ltmount falls due. (We link 
that the rate of inte~st should be sufficiently high as 
to induce assessees to make prompt payment of arr ars.) 

1 Sec-clause -i35(5), App. I. 
• Detailed discwsion beJ,:,,v under Lht head "Municipal la.wt'' may~ aecn, 
3 Vi,J, clause z35(4), App, I. 

' Sec clause '.!43 (b), Ap"R, l. 

' 3 Sec cl~use '.!30 (1), 1 I. 
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We have also provided' for the interest being waived in 
cases where the tax is paid within three months of the 
default. 

The corresponding provision9 in the Canadian, U.K. 
and Australian Acts may be compared•. 

(ix) The position :regarding the action to be taken 
for the correction or cancellation of a recovery certificate 
issued by the Income-tax Officer to the Collector is very 
uncertain at present. If after the issUe of a certificate 
some mistake is detected or the amount is reduced or in
creased or the Income-tax Officer desires to withdraw the 
certificate for some reason, the actfon to be taken is not 
easily ascertainable from the Act. We have. therefore, ad
ded a provision' to make the position clear. Under the pro
vision proposed by us, the assessee c8nn9t challenge the 
correctness of a certificate before the Collector; but he will 
have the right to move the Income-tax Officer (who issued 
the certificate) in appropriate cases. We have also provid
ed for an appeal against an order of an Income-tax Officer 
rejecting an application of the assessee raising objection to 
the certificate. 

(x) Regarding section 46 (5), which confers on the 
Income-tax Officer a power to require the employer of an 
assessee to withhold the assessee's salaty and remit the 
amount to the Income-tax Officer towards payment of the 
assessee's arrears, we feel that the power should not be 
available in respect of that portion of the salary which 
exempt from attachment under tQe Civil Procedure Code. 
We have changed the provision accordingly\ 

69. As regards recovery under revenue Laws, a detail- Revenue 
ed discussion of the position appears to be desirable. Sub- Law,. 
section (2) of section 46 contains the rrocedure to be fol-
lowed by the Collector after receipt o the certificate from 
the Income-tax Officer. The procedure is the same as that 
laid down for the recovery of arrears of land revenue in 
his State. 

The proviso to sub-section (2) of section 46 confers 
upon the Collector all the powers which a court under the 
Code of Civil Procedure, 1908, exercises for the purpose of 
recovery of an amount due under a decree. This, of course, 
is without prejudice to any other poW'ers of the Collector 
in that behalf. 

[The provisions of sections 46 (3) and 46 (4) will be 
discussed later.] 

1 See clause 230 (2), App. I. 
1 Cf section 54, Canadian I. T. Act, 1948 (where the rate is 6 p. c.) and 

section 495, U.K.l .T. Act,1952 (the rate b.eing 3 p. c.1..and Sect10n 270, 
Australian Income-tax etc. Act, 1936-1953 (where the' .rate is 10 p. c,). 

• Clause 1133, App. I. 
t See clause 235 (2), App. J. 

3-1 Law Com. 58, 
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, 70. The powers of the Collector are to be gathered 
from the laws relating to the realisation of land revenue 
obtaining in the appropriate State, supplemented by the 
powers exercisable under., the Code .of Civil Procedure. An 
examination of the revenue laws obtaining in the States 
now forming part of India shows that under these laws 
the following processes for realization of arrears of revenu~ 
are available. 

(a) distraint and sale of moveable property of the de
faulter; 

(b) attachment and sale of immoveable property of 
the defaulter; 

(c) attachment of property belonging to the defaulter 
and management thereof; 

(d) arrest and detention of the defaulter in civil pri-
son. 

All these modes of recovery do not obtain in all the 
States. Further, in the same State, there are variations 
depending upon the place of accrual of the revenue ar
rears, according as the arrears arose in the capital city or 
outside. 

71. Section 51 of the Code of Civil Procedure 1908, 
lays down the modes of execution and it contains as many 
as five methods of execution of a decree of Civil Court. Sub
clauses (b), (c) and (d) of that section are alone relevant 
for the purpose of income-tax law, and they are : -

(i) attachment and sale, or sale without attachment of 
any property (the word property is here used so 
as to include moveable and immoveable property); 

(ii) arrest and detention in prison, and 

(iii) appointment of a· receiver. 

72. It will be seen by a comparison of the modes. avail
.able under the revenue laws with those under the Civil 
Procedure Code that the only additional power whith the 
Coae of Civil Procedure confers is the power to appoint 
a receiver in execution of a decree. The Code of Civil 
Procedure lays down in Order XXI the procedure to be 
followed in respect of these modes. Revenue lawsjf the 
States also lay down the detailed procedure to be llow

·ed by the Collector for realising arrears of land rev ue. 

73. The revenue laws relevant are :-

[Owing to the distribution of States before anQ aftel" 
the S. R C. Act it has not bef'n possible to attempt a dassi- . 
fication of these Acts on the basis of the States aS they 
now exist.' Some of these Acts apply in one or more States. 
The list is also not exhaustive.] 

1: Madras City Land ReVenue Act (XII of 1851), read 
with the Ma$iras City Land Revenue (Amend
ment Act (Vjl of 18$). 
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2. Madras Revenue Recovery Act (II of 1864). 

3. Bombay City Land Revenue Act (II of 1876). 

4. Bombay Land Revenue Code (V of 1879). 

5. Bengal Land-Revenue Sales Act (XI of 1859) read 
with the Bengal Land revenue Sales Act (VII of 
1868). 

6. Bengal Public Demands Recovery Act (III of 1913). 

7. Calcutta Land revenue, Act (XXllI of 1850). 

8. Uttar Pradesh Zaminde.ri Abolition and Land Re
forms Act, 1950 (I of 1951). 

9. Assam Land Revenue Regulation, 1886 (I of 1886). 

10. Bihar and Orissa Public Demands Recovery Act 
(IV of 1914). 

11. Punjab Land Revenue Act (XVII of 1887). 

12. Madhya Pradesh Land Revenue Code, 1954 (II of 
1955). 

13. Hyderabad. Land Revenue Act (VIII of 1317 Fasli). 

14. Mysore Land Revenue Code, 1888 (IV of 1888). 

15. Madhya Bharat Revenue Administration and 
Ryotwari Land Revenue and Tenancy Act (66 of 
1950). 

16. Rajasthan Public Demands Recovery Act (V of 
1952). 

17. Rajasthan Land Revenue Act (XV of 1956). 

18. Travancore-Cochin Revenue Recovery Act (VII 
of 1951). 

19. Coorg Land and Revenue Regulation, 1899 (I of 
1899). 

20. Vindhya Pradesh Land Revenue and Tenancy Act 
1953 (Ill of 1955). 

- 74. The following analysis gives a summary of the re
medies available for realisation of arrears of revenue in 
-each of the States : 

1. Madras Acts. 

1. Madras -Revenue Recovery Act (II of 1864). 

(i) Distress and sale of moveable property. 

(ii) Attachment and sale of immoveable property or 
management of it. 

{iii) Arrest and detentiQn. 
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2. Madras City Land Revenue Act (XII of 1851) read 
with Madras City Land Revenue (Amendment) 
Act (VI of 1867). 

(i) Distress and sale of moveable property. 

(ii) Attachment and sale of immoveable property .. 

II. Bombay Acts. 

1. Bombay Land Revenue Code (V of 1879) 

(i) Attachment and management of 18.nd. 
(ii) Forfeiture of the occupancy or alienated hold~ 

ing. 

(iii) Distress and sale of moveable property. 

(iv) Sale of immoveable pr_operty. 

(v) Arrest and imprisonment of the defaulter. 

2. Bombay City Land Revenue Act (II of 1876). 

(i) Distress and sale of moveable property. 

(ii) Attachment and sale of immoveable property. 

(iii) Arrest and detention. 

III. West Bengal Acts 

1. Bengal Public Demands Recovery Act (III of 1913) 

(i) Attachment and sale of moveable property. 

(ii) Attachment and sale or sale only of immoveable 
property. 

(iii) Attachment of a decree. 

(iv) Arrest and detention. 

IV. Bihar Acts. 
1. Bihar and Orissa Public Demands Recovery Act 

(IV of 1914). 

(i) Attachment and sale of moveable property. 

(ii) Attachment and sale or sale alone of immove• 
able property. 

(iii) Arrest and Detention. 

V. Orissa Acts. 

1. Bihar and Orissa Public Demands Recovery Act 
(IV of 1914). 

As in Bihar. 

2. Madras Reven\le Recovery Act (II of 1864). As in 
Madras 1. 
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3. Central Provinces and Revenue Act (II of 1917). 

(i) ArreSt and detention. 

(ii) Attachment and sale of moveable property. 

(iii) Attachment of estate, mahal or land and taking 
it under direct management. 

(iv) Transferring the share of land to another co-
sharer, 

(v) Annuling the settlement of the estate, mahal or 
land. 

(vi) Selling estate, mahal or land. 

(vii) Attaching and selling other immoveable pro
perty. 

VI. Madhya Pradesh Acts. 

1. Madhya Pradesh Land Revenue Code, 1954 (II of 
1955). 

(i) Attachment and sale of moveable property. 

(ii) Attachment and sale of holding. 

(iii) Attachment and sale of other immoveable pro
perty. 

VII. Punjab Acts. 

1. Punjab Land Revenue Act "(XVII of 1887). 

(i) Arrest and imprisonment. 

(ii) Distress and sale of moveable property. 

(iii) Transferring the holding. 

(iv) Attachment of the estate or holding. 

(v) Annulment of the assessment. 

(vi) Sale of the estate or holding. 

(vii) -Proceeding against other immoveahle propeorty. 

VIII. Uttar Pradesh Acts. 

l. Uttar Pradesh Zamindari Abolition and Land Re
forms Act, 1950 (I of. 1951) Sections 58 to 188 
(chapters V to VIII) of the United Provinces Land 
Revenue Act, 1901 have been repealed by this 
Act. 

(i) Arrest and detention. 
(ii) Attachment and sale of moveable property. 

(iii) Attachment and sale of the hplding. 
(iv) Attachment and sa¥! of oil;.er immoveable pro

perty. 
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IX. Assam Acts. 

1. Assam Land Revenue Regulation (I of 1886). 

(i) Sale of moveables. 

(ii) Attachment of estate and management thereof. 

(iii) Sale of estate. 

(iv) Annulment of settlement. 

(v) Attachment and sale of other immoveable pro-
perty. 

X. Mysore Acts. 

1. Mysore Land Revenue Code 1888 (IV of 1888). 

(i) Forfeiture of the occupancy or alienated hold-
ing. 

(ii) Distraint and sale of. moveable property, 

(iii) Sale of immoveable property. 

(iv) Arrest and imprisonment. 

(v) Attachment of holding (consisting pf entire vil
lages or shares of villages) and, management 
thereof. 

XI. Madhya Bharat Acts. 

1. Madhya Bharat Revenue Administration and ,ftyot
wari Land Revenue 8'd Tenancy Act (66 of J950). 

(i) Attachment and sale of moveable property. 

(ii) Attachment and ~e of immoveable property 
( other than the land in respect of which the 
arrears have accruea). 

(iii) Attachment and sale of the land. 

(iv) Taking the land under direct management or 
letting it in farm. 

XII. Travancore-Cochin Acts. 

1. Travancore-Cochin Rev~nue Recovery Act (Vil of 
1951). 

(i) Distraint and sale of moveable property. 

(ii) Attachment and sale of immoveable property. 

XIJI. Rajasthan Acts. 
1. Rajasthan Land Revenue Act (15 of 1956). 

(i) Attachment and sale of moveable property. 

(ii) Attachment of the lJtnd. 

(iii) Transfer of such aua,hed land to a co-sharer. 
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(iv) Sale of such attached land. 

(v) Sale of other immoveable property.. 

2. Rajasthan Public Demands Recovery Act (V ot 
1952). 

The same modes as in the Rajasthan Land Revenue
Act (15 of 1956). 

XIV. Hyderabad Acts. 

1. Hyderabad Land Revenue Act 'No. VIII of 1317 F. 

(i) Oistraint and sale of moveable property. 

(ii) Distraint and sale of immoveable property. 

(iii) Arrest and imprisonment. 

(iv) Forfeiture of the oCcupancy. 

( v) Temporary attachment of village or share of a 
village. 

XV. Vindhya Pradesh Acts. 

1. Vindhya Pradesh Land Revenue and Tenancy Act,. 
1953 (Ill of 1955). 

(i) Attachment and sale of moveJl,ble property. 

(ii) Attachment and sale of the land in arrears. 

(iii) Attachment and sale of other land. 

(iv) Attachment and sale of other immoveable prcr 
perty. 

XVI. Coorg Acts. 

1. Coorg Land and Revenue Regulation, 1899 (I of 1899) .. 
(i) Arrest and imprisonment. 

(ii) Distraint and sale of moveable property. 

(iii) Attachment and sale of immoveable property. 

75. The following revenue laws do not provide for
arrest and detention of the defaulter in civil prison when 
the amount of revenue due is not paid-

1. Calcutta Land Revenue Act (>OCIII of 1850). 

2. Madras City Land Revenue Apt (XII of 1851) read 
with Madras City Land Revenue (Amendment} 
Act (VI of 1867). 

3. Assam Land Revenue. Regulation, 1886 (I of 1886). 

4. Madhya Pradesh Land Revenue Code, 1954 (II of 
1955). 

5. Madhya Bharat Revei.iue AchqUlistration and Ryot• 
• wari Land Revenue tnd Ten~cy Act (66 of. 1950). 
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6. Rajasthan Land Revenue Act (15 of 1956). 

7, Travancore-Cochin Revenue Recovery Act (VII of 
1951). • 

8. Vindhya Pradesh Land Revenue and Tenancy Act, 
1953, (III of 1955). 

Municipal . 76. ~o! the purpose of sub-sections (3) and (4) of sec-
law!. t10n 46 1t 1s also necessary to have an analysis of the laws 

obtaining in the various States for recovery of arrears of 
municipal tax or local rates. An analysis of these Acts 
is also given below : -

l. Bombay District Municipal Act (III of 1901). 

2. Bombay Municipal Corporation Act (III of 1888). 

3. Bombay Provincial Municipal Corporations Act 
(LIX of 1949). 

4. Bombay Municipal Boroughs Act (XVIII of 1925). • 

5. Madras City Municipal Act (IV of 1919). 

6. Madras District Municipalities Act (V of 1920). 

7. Bengal Municipal Act (XV of 1932). 

8. Calcutta Municipal Act (XXXIII of 1951). 

9. Punjab Municipal Act (III of 1911). 

10. Orissa Municipal Act (XXIII of 1950). 

11. Biha~ and Orissa Municipal Act (VII of 1922). 

12. Assam Municipal Act (I of 1923). 

13. United Provinces Municipalities Act (II of 1916). 

14. Central Provinces and Berar Municipalities Act (II 
of 1922). 

15. City of Nagpur Corporation Act 1948 (II of 1950). 

16. City of Jabbalpore Corporation Act 1948 (III of 
1950). 

17. Hyderabad Municipal Corporations Act (XXXVI of 
1950) 

18, Hyderabad Municipal and Town Committees Act 
(XXVII of 1951). 

19. Bangalore City Municipal Corporation Act (LXIX 
of 1949). 

20, Mysore City Municipalities Act (VII of 1933). 

21. Mysore Town Municipalities Act (XXII of 1951). 

22. ;Rajasthan Town Municipalities Act (XXIII of 1951). 

23. Rewa State Municipalities Act 1946, 

24. United Provinces District Boards Act (X of· 1922). 
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25. Bombay Local Boards Act (VI of 1923). 

26. Madras District Boards Act (XIV of' 1920). 

27. Rajasthan District Boards Act (II of 1954). 

28. Mysore Village Panchayats and District Boards Act 
(IV of 1952). 

29. Punjab District Boards Act (XX of 1883). 

77. The various remedies av.ailable under 
Acts· are as follows : 

I. West Bengal 

Municipal Remedies 
for recovery 
of Munici
pal dues. 

l. The Bengal Municipal Act (XV of 1932). 

(i) Distress and sale of moveable property. 

(ii) If unsuccessful in collecting the amount of arrear 
by the employment of the first mode, recovery 
may be made by certificate under the Bengal 
Public Demands Recovery Act {III of 1913). 

(iii) Instead of or in the case of failure to realise the 
amount by adopting the first two modes, the ar
rears may be recovered by bringing a suit in a 
court Of competent ju.riaj.iction against the person 
liable for the arrears. 

2. The Calcutta Municipal Act (XXXIII of 1951). 

(i) Distress and sale of moveable property. 

(ii} If unsuccessful by adopting the first mode, the 
arrears may be recovered QY a certificate under 
the Bengal Public Demanm; Recovery Act (III 
of 191&). 

(iii) Instead of or in the case of failure to realise the 
amount by adopting the first two modes, the ar
rears may be recovered by bringing a suit in a 
court of competent jurisdiction. 

(iv) If any tax (other than the consolidated rate} is 
due the Commissioner may either prosecute the 
defaulter or proceed to realise the amount by 
distraint and sale of the moveables. 

11. Madras. 

1. The Madras City Municipal Act (IV of 1919). 

(i) Distress and sale of the moveable property. 

(ii) If distraint or sufficient distraint is impracticable 
thE; defaulter is prosecuted before a Magistrate. 

(iii) If the defaulter has ~ft India or cannot be found 
the amount may be( recoveJted as if it were an 
arrear of land reve$1.e. 
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2. The Madras District Municipalities Act (V of 1920). 

(i) Distress and sale of moveable property. 

(ii) If distraint or sufficient distraint is impracticable 
the defaulter may be prosecuted before a Magis
trate. 

(iii) If the defaulter has left India or cannot be found 
the amount may be recovered as if it were an 
arrear of land revenue. 

3. The Madras District Boards Act (XIV of 1920). 

(i) Distraint and sale of moveable property. 

(ii) If distraint or sufficient distraint is impracticable 
the defaulter may be prosecuted before a Magis
trate. 

III. Bombay. 
1. Bombay District Municipal Act (III of 1901). 

(i) Distress and sale oi. moveable property. 

(ii) Attachment and sale of immoveable property. 

(iii) If the above mentioned powers have been sus-
pended by the State Government, sums d4e may 
be recovered on application to a Magistrate (by 
distress and sale of moveable property within 
the limits of the jurisdiction of such Magis
trate). 

(iv) If the person liable for payment of any sum 
( other than octroi or toll) is residing outside the 
State or has not sufficient property in the State 
then the amount may be recovered as if it were 
an arrear of land revenue under the proTisions 
of the Revenue Recovery Act, 1890. 

2. The Bombay Municipal Corporation Act (ID of 
1888). 

(i) Distress and ~le o! moveable property. 

(ii) Attachment and sale of immoveable property. 

(iii) Suit in a court of competent jurisdiction. 

3. The Bombay Provincial Municipal Corporatiof\S Act 
(LIX of 1949). • 

(i) Distress and sale of moveable property. 

(ii) Attachment and salf of immoveable property. 

(iii) Attachment of rent. 

(iv) Suit in a d:>urt Of competent jurisdiction. 
' 
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1925). 

(i) Distress and sale of moveable property. 
(ii) Attachment and sale of immoveable property. 

(iii) Recovery as arrears of land revenue (if the per-
son liable is residing outside the State and has 
no property in the State). 

5. Bombay Local Boards Act (VI of 1923). 
(i) Distress and sale of moveable property. 

(ii) Application to a Magistrate for recovery (distress 
and sale of moveable property). 

IV, Bihar. 
1. The Bihar and Orissa Municipal Act (VII of 1922). 

(i) Distress and sale of the moveable property. 
(ii) Recovery as a public demand payable to the 

Chairman under the Bihar and Orissa Public 
Demands ReC!overy Act (IV of 1914). 

(iii) Suit. 

V. Orissa. 
1. The Orissa Municipal Act (XXIII of 1950). 

(i) Distress and sale of the moveable property. 
(ii) As an arrear of land revenue. 
(iii) Suit. 

VI. Punjab. 
1. The Punjab Municipal Act (Ill of 1911). 

(i) Property tax may be recovered as an arrear of 
land revenue ( without the power of arrest of 
the defaulter). 

(ii) Application to the Magistrate (by distress and 
sale of moveable property). 

2. The Punjab District Boards Act (XX of 1883). 
(i) Application to a Ma~strate (by distress aE,d sale 

of moveable property), • 
(ii) As arrears of land revenue. 

VII. Uttar Pradesh. 
1. United Provjnces Municipalities Act (II of 1916). 

(i) Distress and sale of moveable property. 
(ii) Bringing a suit in a court of competent jurisdic

tion. 
2. United Provinces District Boards Act (X of 1922). 

(i) Distress and sale of moveable .property. 
(ii) Bringing a suit in a Court of a competent juris

diction. 
VIII. Assam. 
1. Assam Municipal Act (I of 192f);_ 

(i) Attachment and salt; of mov►able property. 
/ 1 1 
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(ii) Bringing a suit in a court of competent jurisdic
tion. 

IX. Madhya Pradesh. 

1. The Central Provinces and Berar Municipalities Act 
(II of 1922). 

(i) Recovery on application to a Magistrate having 
jurisdiction (by distress and sale of moveable 
property). 

(ii) Application to the Deputy Commissioner to re
cover arrears (of property tax only) as if they 
were an arrear of land revenue. 

X. Hyderabad. 

1. The Hyderabad Municipal Corporations Act (XXXVI 
of 1950). 

(i) Distraint and sale of moveable property. 

(ii) Attachment and sale of immoveable property. 

(iii) Attachment of rent (for property tax only). 

(iv) Suit. 

2. Hyderabad Municipal and Town Committees Act 
(XXVII of 1951). 

(i) Distress and sale of moveable property. 

XI. Mysore. 
1. Mysore Town Municipalities Act (XXII of 1951). 

(i) Distress and sale of moveable property. 

(ii) Prosecution before a Magistrate, 

(iii) Application to a Magistrate (Distress and sale 
of moveable property). 

2. Mysore Village Panchayats and District Boards Act 
(IV of 1952). 

(i) Distraint and sale of moveable property. 
(ii) Suit. 

3. Mysore City Municipalities Act (VII of 1933), 

(i) Distress and sale 6f moveable property. 

4. City of Bangalore Municipal Corporation Act 
(LXIX of 1949). 

(i) Distress and sale of the moveab]e property. 
(ii) Prosecution before a Magistrate. 

(iii) Recovery as an an-ear of land revenue (if the 
person liaHle has left Mysore and cannot be 
found). 
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XII. Rajasthan. 
1. Rajasthan Town Municipalities Act (XXIII of 1951). 

(i) Distress and sale of moveable property. 
(ji) Application to a Magistrate (distress and sale of 

moveable property). 
2. Rajasthan District Boards Act (II of 1954). • 

(i) Distress and sale of moveable property. 
(ii) Bringing a suit. 

XIII. Vindhya Pradesh. 
1. Rewa State Municipalities Act, 1946. 

(i) Distress and sale of moveable property. 
(ii) Bringing a suit. 

78. From the foregoing analysis it is clear that the re
medies available in the different States under the revenue 
laws are not uniform and the procedure also varies in some 
details. 

79. In Purshottam Govindji's case' the Supreme Court Need. for. 
held that section 46(2) is valid and doeS not offend articles ~iformity. 
21, 22 and 14 of the Constitution. Chandrasekhara Iyer J., 
though he agreed with the majority view, observed that 
"for the enforcement of the levy of a Central Tax like the 
income-tax there should be uniformity of procedure and 
identity of consequences from non-payment". The learned 
Chief Justice in his judgment compared the provisions of 
different laws adopted by the different States for the reco-
very of land revenue and observed that even in "the same 
State there were two procedures to which defaulting 
assessees could be subjected according as they were in or 
outside the city of Bombay". The learned Chief Justice 
also pointed out the variation in the terms of imprisonment 
provided in the State Acts and that in some State (e.g. 
Assam) there was no provision for imP.risonment. Though 
section "46(2) was upheld as valid, a perusal of the judg-
ment convinces one that uniformity is desirable and that 
the observations of Chandrasekhara Iyer J. are justified. 

80. We have therefore thought it ineumbent upon us to Acticti Ef"O"' 
codify the law in this respect and include it in a separate poaed {~°"; 
Schedule. The judgment of the Supreme Court also gives nue laws). 
an authoritative interpretation of the proviso to section 
46(2). The meaning of the proviso may be stated, in the 
words of the Supreme Court, as follows:-

"On a proper reading, that sub-section does not pres
cribe two alternative modes of procedure at all. 
All that the sub-section directs the Collector to do 
is to proceed to recover the amount as if it were 
an arrear of land revenue, that is to say, he is to 
adopt the procedure prescribed by the appropriate 
law of his State for the recovery of land revenue, 

1 (1955) 28 I. T. R. 891. 
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viso, to have all the powers a Civil Court has 
under the Code. The sub-section does not prescribe 
two separate procedures. The statement to the con
trary in the judgment of the Bombay High Court 
in Sai Ali Ahmed v. CoUector of Bombay', dtes not 
appear to us to be correct. In our opinion, the pro
viso does not indicate a different and alternative 
mode of reoovery of the certified amount of the 
tax but only confers additional powers on the Col
lector for the better and more effective application 
of the only mode of recovery authorised by the 
body of sub-section (2) of section 46". 

81. A power is distinct from the procedure for the exer
cise of the power. The procedure laid dnwn by the Code 
for the exercise of the powers enumerated in section 51 is 
contained in Order 21 of the Code. The revenue 111.ws of 
each state lay down the powers as well as the procedure. 
As held by the Supreme Court, the Proviso confers only 
additional powers on the Collector for the better 

· and more effective application of the only mode of 
recovery authorised by the bocly of sub-section (2) of sec
tion 46. The only additional power contained in section 51, 
C.P.C. is the power to appoint a receiver in ~xecu
tion of a decree. In some of the Revenue Acts, the Collector 
possesses the power to attach an estate or a village or a 
part of it a~a. manage such_ e_ttached property t~rt>Ugh his 
agent. Sect10n 51 of the C1v1l Procedure Code 1s nbt res
tricted in it.s scope and a receiver may be appointed ~n any 
case even without attachment of the property. This addi
tional power is also now included by us in the proposed 
draft. ' 

Action Pro- 82. The process enforceable for the recoverY' of an 
J:l:l«d (Muni- arrear of municipal tax and· local rate, referred to in sub

-<ipal laws), sections (3) and (4) of section 46, has nothing to op with 
the Collector. Distraint and sale of moveable prloperty 
(and in some states attachment and sale of immovea~e pro
perty also) or prosecution b-,fore a magIStrate treat~· the 
default in payment of the tax or the rate as an • ence 
and imposing a fine and recovery of the arrear and e fine 
under the provisions of the Criminal Procedure C e (S. 
386) or recovery of the arrear as if it were a fine i posed 
by a criminal court, are the modes laid down. T~ Acts 
which contain provisions for prosecution 'before a :magis
trate or recovery of the arrears by application to the Magis
trate for distraint and sale of moveable property are de
tailed below :-

1. Rajasthan Town Municipalities Act (XXIII of 
1951) S. 97 (Only if there is suspension of the 
other powers by the Government). 

l J. L. R. 1950 Born.. 150,155. 
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2. Calcutta Municipal Act (33 of 115-1). 
3. Punjab Municipal Act (III of 1911), (S. 81 applica

tion to Magistrate). 
4. Madras City Municipal Act (IV 9f 1919) Rules 21(2) 

and 29-B of Schedule IV to the Act. 
5. Madras District Municip~lit!eS Act (V of ~920), 

Rules 21(2) and 36 of Schedule IV. 

6. City of Bangalore Municipal Corporation Act (LXIX 
of 1949) [Rules 30(2) and 39 of Schedule III]. 

7. Mysore Town Municipalities Act (XXII of 1951) 
Section 96 . 

.8. Bombay·District Municipal Act (III of 1901) S. 88 
(Only if there is suspension of ·the- other powers of 
recovery by the Government) . 

• '9. Bombay Local Boards Act (VI of 1923) S. 115 (Only 
if the other powers of recovery are suspended by 
the State Government). 

10. Madras District Boards Act (XIV of 1920), Rules 
33(2) and 39 of Schedule IV. 

11. Punjab District Boards Act (XX of 1883) S. 58-B 
[Only in the case of other sums (other than local 
rates and taxes) due]. 

12. Central Provinces and Berar Municipalities Act (II 
of 1922). Section 77. 

83. All the processes are enforceable by the Income
tax Officer if the requirements of sub-sections (3) and (4) 
-of section 46 are satisfied. 

84. In the draft we have restricted the power of the· 
Income-tax Officer to the mode of recot.·ery by distraint and 
sale of moveable property. Even this power is, we are told, 
seldom invoked except in a few places. We have omitted 
the power to approach the magistrate either to recover the 
arrears as a fine or to prosecute the defaulter, as such a 
power is never in practice exercised. The procedure is cir
-cumlocutory and is not suited to rnodern conditions of 
society. The existing power of the InCOme-tax Officer to 
make a garnishee order is retained. 

85. It may be of interest in this connection to mention Rc:nediet in 
that in other countries the remedies for .recovery of In- o~ Coun
come-tax are very simple as could be seen from the follow- triei. 
ing analysis :---

United Kingdom-U. K. Income-tax Act 1952. 

(a) Distraint by Collector (S. 76). 

(b) Recovery of small amounts of tax in court of Sum
mary Jurisdiction as· if it wtre· a civil debt (Sec, 
78). • 
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(c) Suit in the High Court (Sec. 79). 

United States. 

(Internal Revenue Code 1954) 

Chapter 64-Collection 

Sec. 6331-Levy and distraint and sale of property 
whether real, or personal ; tangible or m .. 
tangible. 

Commonwealth of Australia. 

Income-tax and Social Services Contribution Assessment 
Act 1936-53 

(a) Section S. 209-Suit. 

(b) Garnishee Order by the Commissioner--S. 218, 

Canada. • 

Income-tax Act 1948 (Secs. 118 to 121) 

(a) Certificate by the Minister is registered in the Ex
chequer Court and such registration has the force 
of decree and is executable by the Court (S. 119), 

(b) Garnishment (Sec. 120). 
(c) Seizure of Chattels (Sec. 121). 

South Africa. 
The Income-tax Act 1941 (Sec. 85) 

(a) Statement by the Commissioner of the tax duly 
filed with a clerk or registrar of a court is treated 
as a judgment and enforced by the Court as such. 

(b) Proceedings by the Commissioner for the seques-. 
tration of the estate .of the tax~payer. 

(c) Enforcement by a Magistrate. 

Ceylon. 

The Income-tax Ordinance Sec. 79 
(a) Commissioner issues a cerfificate and is erdorced 

by seizure and sale of moveable property. 
(b) Certificate to the Di.strict Court who would en .. 

force it by way of execution against the moveable 
and immoveable property of the defaulter. 

( c) ProceedingS for recovery before a magistrate. 
(d) Garnishee Order. 

ChapterXIX 86. A portion of the tax paid by the company is deem
;u:ha d~ed ed to have been paid by the shareholder under sections 
~:~dill~(?) and ~9B. The: tax paid hr the comp_anY: in restect ?"t 
clcnd.. dividends 1s thus given a spec:1al treatment ~ the Act m, 
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the assessment of the shareholder. We felt that it would 
be useful and convenient to bring together the various pro
visions of the Act pertaining to such treatment. The pro
visions of the Act pertaining to the tax deemed to have 
been paid in dividends have, therefore, been gathered to
gether in this chapter. 

87. The provisions of the present Act pertaining to re- Clapter XX 
funds, have been grouped together in this Chapter. Refunds. 

To avoid delay in refunds, we have inserted a provi
sion' [on the analogy of section 37(3) of the Canadian 
Act] that where the refund order is made more than three 
months after the application for refW1d, the Central Gov
ernment shall pay interest at the. rate of 2%. A similar 
reccmmenda tion was made by the Income-tax Investiga
tion Commission'. We have also made 1t clear' that where 
refund is due as a result of an appellate order or as a 
result of decision by the High Court, no separate applica
tion is necessary. 

88. All the provisions pertaining to appeals have been Chapter XXI 
brought together in this Chapter. ~~• and 

~1'lllllnJ. 

89. On principle, it may appear objectionable that an De,irability 
agency which is under the direct control of the Central of. apPeal's 
Board of Revenue should be vested with jurisdiction to ~ 1't h= 
hear appeals from the orders of the Income-tax Officer. As.sis= 
Justice should not only be done, but should appear to beO>IWilWion
done and should inspire confidence in the persons concern- en. 
ed. It is an elementary principle of tJie law that a person 
should not be a judge in his own cause. The Appellate 
Assistant Commissioner, being under the direct control of 
the Central Board of Revenue, may not be considered as 
a satisfactory authority to hear and dispose of appeals 
against the orders of the Income-tax Officer. One sugges-
tion that was made long ago was that the Appellate Assis-
tant Commissioner should be placed under the control of 
the Income-tax Appellate Tribunal, so as to make him in-
dependent of the authority and influence of the Central 
Board of Revenue. This question was examined by the 
Income-tax Investigation Commission, and that Commis-
sion observed' that there was no reason to think that by 
reason of the subordination of the Appellate Assistant 
Commissioners to the Central Board of Revenue, they were 
influenced by the Central Board of Revenue in their deci-
sions or that they were in any manner partial in the dis-
charge of their duties, or that their judgments were 
affected by any considerations irrelevant to the decisions 
of the appeal. No doubt, in spite of this conclusion the 
Commission did make a recommendation that there should 

1Vi,Je clause 252, App. !. 

"Para. 279, pages 125, 126, I. T. I. C. Report, 1t48. 
'Vide clall!le 250, App. I. ; . 
•Paragraph 319, Pages I.pl, 143, I. T. !1. C.-ReJXt·t; 1948. 
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be an alteration in the then existing sys~.em and that Ap
pellate Assistant Commissioners should be removed from 
the control of the Central Board of Revenue and placed 
under the Appellate Tribunal. But this recommendation 
was not accepted by the Select Committee constituted in 
connection with the Income-tax AmendmE:nt Bill of 1952, 
which examined the question in the light of the recom
mendations made by the Income-tax Investigation Commis
sion. The Select Committee was not in favour of any 
change in the existing system. The Taxation Elnquiry 
Commission' again examined the question in greateI' detail 
and also came to the conclusion that no change was neces
sary. In support of their conclusion, the Taxation Enquiry 
Commission gave figures to show that in nearly 90% of the 
appeals disposed of by the Appellate A~sistant Cl)mmis
sioners the orders of the Appellate Assistant Commiiioner 
were either accepted by the assessee or confirmed y the 
Tribunal. We h~ve examined the further figures r the 
years 1953-54, 1954-55 and 1955-1956 furnis}ied to us y the 
Central Board of Revenue and they establish that 27', of 
the orders of the Appellate Assistant Corn-missioner$ have 
either been accepted by the assessee or confirmed l>Y- the 
Tribunal. From this it follo'WS that only about 8% of the 
appeals disposed of by the Appellate Assistant C~' mis
sioners are reversed on appeal to the Appellate Tr· unal. 
The value of the filtration made by the Appellate As istant 
Commissioners cannot be ignored, and if the decisi ns in 
92'/,- cf the appeals disposed of by them are accep d by 
the assessee or confirmed by the Appellate Tribunal, iit fol
lows that the dispOOals are not affected or vitiated }tr any 
extraneous influence and give satisfaction to the as~ssees 
concerned. Though we feel the force of the principl that 
appeals should be disposed af by an independent a ncy 
other than the one which is subordinate to the C tral 
Board of Revenue, the figures furnished to us do n jus
tify any alteration in the existing system. We the efore 
agree with the conclusion of the Taxation, Enquiry Com. 
mission that a change in thi$ behalf is neither nee ssary 
nor justified. We consider ~herefore that the Ap Hate 
Assistant Commissioners should continue to funct1 n as 
at present. 

90. The position, howeve:r, of the appeals to th~ AP
pellate Tribunal and the dispoJials made by them is entirely 
different. We feel thf.t the eticlsting system of appeis to 
the Appellate Tribu°'l and tfiereafter a reference t the 
High Court on a question of htw either under section 6(1) 
or under section 66(2), is very C'.!umbersome and cause un. 
necessary delay in disposing of the appeals so as to fi alise 
the assessments. We have obtained StatE"-wise figur~ re
garding the institution of the appeals before the Appqllate 
Tribunal and of the Reference Applicaticm~ under s: tion 
66(1) and section 66(2) for the years 1955-56 and 19 57. 
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During the year 1955-56 the total number of appeals insti. 
tuted in the Appellate Tribunal was 8,553. The State•wise 
figures are given below :-

Andhra ,,. 
Ajmer 55 
As= w6 
Bhopal 39 
Bihar 

"' Bengal 97' 
Bombay 1912 

Coorg 
Delhi ,s, 
Hyderabad ·it "' Himacha! Pradesh 8 
Jammu and Kashmir 

"' Kutch 
Madhya Pradesh ,06 
Madhya Bharat 30 
Madras ,, .. 
Mysore uo 
Orissa "5 
Punjab ,,, 
PEPSU 

"' Rajaslhan 86 
Saurashtra 37 
Travancore•Cochin 

"' Tripura 
Uuar pradesh . 1047 
Vindhya Pradesh . 54 

TOT..\L 8553 

The number of Reference Applicaticms under section 
(i6 (1) during the year 1955-1956 was 1,000 as per statement 
below:-

States 

Bombay . 
Madhya Pradesh . 
:Bhopal . -
Saurashtra . 
Ku>ch 

Referrnce application 
U/S 66{1) 

• ~ No. disposed ,s 0 
C of 

~a 0 •• ~ • .., M, 
.!: ., ~ :ii ~~ ' -- , ·- e - 0 ·:i ,~ . " ~ ~ , .. 0. '. il ~-i -. a~ 

' ,£ 3 • 
~.8 

6• "0 ;w z-s ~" 
' 3 1 5 

9, '75 
8 ,, 

' '° ' ' .. j 

High Courts Order 
U/S66(2)in respect 
ofref. applica1jons 

.E'fi ]§ ·~ 
·=-~ ~ .E -t: ~" .~ 

• 0 • Total E,,.., ~ ~ .. ~-= 
g.g <, - - ·-.. ;,-.5 .,, ;I: 
•d Q> 0 "' ~ 

a.r ;l)lCJB "S• 
'-' ... ..<:: ,::~ 
'5,,..,~ .... -~ -Ojl ._ :::i:: O'B.t: 

o:i 03] o§S 
Z,1;,..Z-0- ZvCJ 

6 7 8 9 

,o, " " ,o 
,o 4 7 8 

' 
.1'1 ' 
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, 3 • 5 6 7 8 9 ····-··~--------------
Andhra 
Hyderabad 
Uttar Pradesh 
Vindhya Pradesh 
Madras 
Travancorc-Coch,n 
Mysore 
Coorg 
West Bengal 
Assam 
Delhi 
Punjab 
Rajasthan 
Madaya Bharat 
l'cpsu 
Himachal Pradesh 
Ajmer 
Bihar 
Orissa 
Jammu & Kashmir 

3, 

53 
3, 

,, 
, 
3 

" 
4 

" 
' 

• 
, 
5 ,, 

" " 50 

4 
,BG 

'3 
59 , 
85 
,o 

s8 

S5 
7 

• 
5 

44 
30 

3 

50 
30 
58 

4 

"' 5 
57 , 
76 
,, 

• 48 
36 
6 

4 

• 
6 

49 
39 

,, 
5 
8 

66 

5 

, 

'3 

' 

38 

,o8 

9 
3 

,8 

4 

' 

,, 
, 

86 

' 7 

,, 

" 

" 
6 

,, 
3 

f\.0TE,-Figurcs in columru 7, 8 and 9 include cases in which High Courts, 
Orders u/s 66 (3) and 66 (4) were recciv<-'<i. How!ver, the number of 
cases u/s 66 (3) and 66 (4) is quite small. 

[In cases in which the reference applications were 
rejected by the Appellate Tribunal under section 660), the 
matter came up to the High Court under section 66(j) and 
the number of such applications during the year 19$-1956 
was 232]. 

91. A statement of the appeals instituted during the 
year 1956-57 is given below (State-wise figures are not 
available) 

1956-57 
Appeals instituted in the year 1956-57 

Bombay Bench A 
Bench B 
Bl:'nch C 

Al!ahabad Bench 
Madras Bench 
Calcutta &nch 

'Ddhi·Bench 
l'atna Bench 
Hydernbad B~nch 

TOTAL 

Appeal by 
assesscc 

2,636 

1,191 
1,823 
1,181; 

go8 ,,, ,,, 
8,694 

TOTAL 

38o 

55 
75 . ., ,, 
3 ,, 

~ '99 
,493 ~ 
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These figures comprise appeals by the assessees and also 
by the Department. The appeals instituted by the assessees 
were 8,694 and by the Department 799, in all 9,493. 

The number of Reference applications under section 
66(1) filed during the year (1956-1957) was 1,014, -as per 
statement below : -

State-wise statement showing institution, disposal and pen
dency 'of Reference Applications before the Income-tax 
Appellate Tribunal Bombay, during the year 1956-57. 

States 

Bombay 
Madhya Pradesh 
Bhopal 
Saurashtra 
Hyderabad 
Andhra 
Kutch 
Uttar Pradesh 
VUldhya Pradesh 
M>d= 
·rravancore•Cochin 
Mysore 
Pep,su 
Coo,g 
West Bengal 
Assam 
Tripura 
Delhi 
Punjab 
Jammu & Kashmir 
Rajas1ha11 
Madhya Bharat 
Himachal Prade~h 
Ajmu 
Bihar 
Orissa 

TOTAL 

Refer<'nce application u/s 
66(1) 

3 

143 157 
20 24 

:", fO 

3 

14 31 
31 42 
3 , 
3 13 

16 
57 

' 9 

No. disposed 

" 

' 5 

High Court's orden 
u/s 66(2) jn respect of 
referenc\'e applications 

6 7 

286 12 

, 3 

' ' , ' 
31 19 

66 ' 

' 243 B·i 
,a 3 

9 3 

160 6 

" ,, 
"' 3 

9 ' 

3 
48 ll 

9 

,, 

3 
7 
6 

9 

,, 
3 

,o 

'35 

" 

3 
,8 
6 

No-ra.-Figures in columns 7, 8 & grlude ~• in which High Courts 
Order, u/s 66(3) & 66(4) were received. ver, wt number of cases u/s 
66 (3) and 66 (4) is quite small. ; 
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[Out of the applications rejected by the Tribunal, 205 
cases were taken up to the High Court under section 66(2)]. 

92. The average, therefore, of the appeals instituted 
before the Tribunal may be taken up roughly at 10,000 per 
year. The largest nwnber of appeals is from Bombay. 
Madras, Uttar Pradesh and Bengal also contribute a large 
number of appeals. Jn other States, except in Bihar where 
the number is nearly 600 per year, the number of appeals 
instituted is comparatively small. 

9::S. The Tribunal is constituted the final fact-finding 
authority for four taxes,-income-tax, wealth-tax, expendi
ture-tax and gift-tax, and it is also proposed to make it 
the final fact-finding authority under the Estate Du~ Act. 
We are constrained to observe that men of the r uisite 
calibre and independence are not being recruited f r dis
charging so heavy a responsibility as that of the final fact
fiding authority under the new pattern of taxation. There 
are many complaints that the disposal of appeals by the 
Appellate Tribunal is very unsatisfactory for a varifty of 
reasons. Often, the judicial find independent apgroach 
which is necessary in the final fact-finding authority, ~snot 
displayed by the Tribunal. In several cases the detelJ'Xlina
tion of complicated questions of fact and law is dont in a 
very perfunctory manner. Vetf often, the Tribuna does 
P.Ot clearly record its futdings of fact or its reasons for rriv
ing at its findings. In a number of cases, factual orl legal· 
contentions raised by the parties are not dealt with ~t all, 
resulting in applications for rectification being madt sub
sequently to the Tribunal for considering the points o itted 
to be dealt with in the original order of the Tri unal. 
While dealing with the references under section 66( ) and 
section 66(2), High Courts had occasion to comment'; upon 
the unsatisfactory nature of the orders passed by the ppel
late Tribunal and also on th~ unsatisfactory stateme ts of 
case drawn up by them in the references under sect· n 66. 
The High Courts had to remit the cases to the Ap llate 
Tribunal for a further and better statement of the cas witA 
fuller particulars. To give sati$faction to the large n mber 
of assessees, a decision of an independent and good ap Hate 
authority is an undoubted necessity, if justice is to b done 
to them. There is considerable delay in disposing f the 
appeals "and very often it is .said that they, the Trib nals, 
spare very little time for thoe appellate work with hich 
alone they are concerned. Very often the Members f the 
Tribunals attend the sittings at any time they choose, ere
by not conforming to regular office hours, for the di posal 
of the work. A Bench of two members of the Tri unal 
hear$ the appeals, but in practice the contribution t.p the 
decision of the case by one of the members is ofteh not 
appreciable. 

1$ee extracts given in + next 4·j 
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94. The following extracts from the decisions of courts ~acts from 
will show how unsatisfactorily the Appellate Tribunals have Judgment5. 
been functioning : -

Hanumantram Ramnath vs. C.I.T., !Bombay', 

"This reference must go back to the Appellate Tribunal 
for the finding of further facts. As this is the second refer
ence we have been constrained to send back out of the last 
ten which have come before us. and as in these cases not 
only is public time and money wasted, but there is also 
obviously a hardship cast upon the aJ;SeSsee, it is in my 
opinion necessary that certain matters should be stated for 
the guidance of the Appellate Tribunal in preparing fur-
ther cases . . . . " 

Hira Mills Ltd. Cawnpore vs. I. T. 0., Cawnpore'. 

''Those, as we understand them. are the facts to be 
gathered from the statement of the case and the accompany
ing judgments and orders. Perhaps we may properly ob
serve that it would be a practice more in conformity with 
section 66(1) of the Act and with general convenience, if 
the statement of the case itself had contained all the rele
vant facts, rather than that they should have had to be 
sought for in the judgments". 

Badar Shoe Stores, In re.' 

''We deprecate the practice, which is becoming too 
common, of omitting a sufficient stat♦ment of facts from 
the statement of the case and of referring this Court to a 
miscellany of other documents for the collection of the full 
facts necessary for determination of the question of law 
submitted, and we shall take the op~rtunity of referring 
t<.J the unfortunate consequences of this practice at a later 
stage " 

P. M. Huthee Singh & Sons Ltd. vs. C.I.T." 

"I must point out here that both in the statement of 
case and in the judgment thtre •are <:ertain inaccuracies. 
When a fact-finding authority is in the position of the 
Tribunal (whose findings of fact are caru.;idered conclusive), 
it is always very desirable for them to. ~e accurate in their 
statement of facts. I would Uke to jain the learned Chief 
Justice in emphasizing the d1Jty cast 1 Upon the Appellate 
Tribunal with regard to findillgs of f•cts. Under the Act 
it is the final fact-finding authority and I think it is the 
duty of the Tribunal when they submit a statement of 
case to the High Court to state the facts clearly, carefully 

··-··--·-- ---
'(1945) 13 T. T. R. ~03 at 206. 
1(1946) 14 I. T. R. 417 at 427. 
1(1946) 14 J.T.R. 431 at 433. 
"(1~6) 14 I.T.R. 653 at 659. 
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and precisely. After all the High Court only exercises an 
advisory jurisdiction. Its jurisdiction is to advise the Tri
bunal on questions of law submitted to it and that advisory 
jurisdiction cannot be exercised usefully unless the fact
finding authority submits the facts carefully, clearly and 
accurately. I am sorry to say that in the reference with 
which ,ve are dealing both in the statement of case and 
in the judgment there are several inaccuracies which in 
some cases are patent. A little more care would have 
been sufficient to- make the Tribunal realise that the state
ment of facts prepared by them was not as correct and 
as satisfactory as it should have been. I hope that in 
future the Tribunal will bear this in mind when preparing 
the statement of case". 

Messrs. Gobindaram Bros. Ltd. vs. C.I.T.' 

"The supplemental case returned to us by the Tribunal, 
and which is now before us is highly unsatisfactory. The 
Tribunal appears to be _jar more cnncerned with excusing 
the statements of fact ,in the first case, which are unques
tionably contradictory, than with complying: with the direc
tions of this Court given under Section 66(4) of the Income
tax Act. 

"The matter was referred back to the Tribunal to record 
its finding.of fact more clearly, and implicit in that direbtion 
is the taking of further evidence, if there is no other way 
of determining facts in order that the Tribunal may make 
its finding clear. For the Tribunal to say that becaqse a 
fact was not before it when they disposed of the asseasee's 
appeal "we are unable to include it in the case at this 
stage of the proceedings", is a most surprising state»:ient 
and is one which indicates that the Tribunal does not agpre
ciate the duties cast upon it when this Court refers a matter 
back under section 66(4). The reference back to the Ttibu
nal was to record its finding more clearly and after a lapse 
of one year and ten months the matter now comes back 
with nothing new except the affidavit of Mr. Pralhadrai 
Brijlal, which is annexed to the supplemental case". 

Bikaner Trading Company, Calcutta vs. C.I.T.' 

"We have so far endured with patience the type of 
statements of cases which have been submitted to ,this 
Court in connection with the references that have come 
up this session, but we think that the limit has been pa'5ed 
and we ought to make some observations.' One common 
feature of these statements of cases is that the appeal was 
heard by two members, whereas the statement of the case 
in almost every case was drawn up by different members. 
In drawing up the statement, they do not seem to have 

"(1946) 14 I.T.R. 764 at 770. 
1(19.'i.~) 24 I.T.R. ,HQ at ,en. 
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always considered it necessary to refer to the appellate 
order, nor necessary to be exact in the statements they 
made, n9r ,necessary to make a full statement of the rele
vant facts. Most of the statements of cases are sketchy in 
the extreme and_. were one to rely upon them alone, it would 
be impossible to answer any question at all. It has been a 
frequent experience this sesSion to find two members of a 
Tribunal deciding a particular case in a particular manner 
and one of those members, acting with a third member, 
stating a case for this Court vthich differed materially from 
the case made and found at the hearing of the appeal. We 
shall not say, out of respect for the Tribunal, that. the 
members have acted in a careless manner, but we feel 
bound to say that the manner in which they have dischar
ged their duty of drawing up statements of cases for this 
Court can only be called carefree". 

Calcutta Co. Ltd vs. C.I.T.'. 
"Unfortunately, the treatment of the question by the 

authorities below has been of a somewhat summary charac
ter presumably because it was raised and argued before 
them in a superficial form. But even if such was the case, 
there is hardly any justification for the Tribunal failing to 
realise at least what facts were required to be found and 
stated. The statement of the case is sketchy and bare and 
like most of the statements we have had to deal with dur
ing this session has hardly any appearance of a case seri
ously stated". 

C.I.T. West Bengal vs. Hanwman Prasad Bagria'. 
"In our opinion, the statement in the case referred are 

clearly insufficient to enable us· to determine the question 
raised. The appellate order passed, in the case is a striking 
example of what appellate orders should not be and the 
statement of the case itself is an example of the con
sequences that must sometimes follow when the appeal is 
heard by two particular members of the Tribunal and the 
reference is made by two other members". 

"This finding of the Income-tax Officer and the Appel
late Assistant Commissioner was reversed by the Appel
late Tribunal by an order which reads like an order pas
sed by Honorary Magistrates at summary trials". 
(Italics are ours). 

Dhirajil.al Giridharital vs. C.I.T., Bombay'. 

"It is apparent from the following quotation from the 
judgment of the Tribunal that not only was its approach 
to the question raised before it tainted with suspicion, but 
it took into consideration a number of circumstances based 
purely on conjectures and surmises and for which there 
was uot a scintilla of evidence on the record". 

l(1953) 24 I.T.R. 454 at 459. 
1(1953) 24 LT.R. 495 at 497, 4gll 
1{1954) 26 I. T. R. °nfi at 7~q {S. ~-l-

• I 
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Shantikumar Narotham Morarji vs. C.I.T.' 

"There is a finding given by the Accountant Member 
in the following words : "We understand that ,no p•rt of 
the borrowings were utilised in the agency firm business 
and therefore the interest paid was not incurred for the 
purposes of the business". Mr. Palkhivala has rightly 
quarelled with the nature of this finding. With res!! to 
the learned Accountant Member. it is difficult to nder~ 
stand how a judicial 'tribunal Can record a finding the 
language in which this so-called finding has been rec rded. 
The duty of a fact-finding tribunal is to find facts, arid not 
to understand that certain faGt$ may exist or may have 
been established". • • 

Indian Steel and Wire Product Ltd. vs. C.I.T.' 

"Before parting with this case, I find necess~ry. to 
repeat once again what I had occasion to say durirtg the 
last sittings of this Bench ..................... If this Court <iannot 
depend on the Tribunal even for the accuracy of thei sum
mary of the orders passed by itself, it becomes diffi.rult to 
deal with these references, particularly as this Coµrt is 
bound by the statements contained in the stateme$.t of 
the case and should not be put to the necessity of verifying 
and if necessary correcting the summaries given of thtf vari
ous orders. What makes the inaccuracy strange in the 
ptesent case is that one of the members who was r,spon
sible for the statement of the case was himself a mtmber 
of the Bench which had passed the appellate order ;relat
ing to the first of the two chargeable accol$1.ting peribds". 

The Bhopal Trading Co., Kanpur vs. C.I.T.' 

"We are not undertaking the responsibility of fr,ming 
the questions ourselves as the statement of the case • also 
the appellate orders are, as is too frequently the • case, 
wholly unsatisfactory''. i 

C.l.'l'. vs. Malchand Surana•. 
' 

"I confess I do not feel altogether happy the ~y in 
which the facts have been faund in this case or the: man
ner in which the case has betn stated". 

"Before I take up the question on the merits, If ould 
say a word in passing as r~ards the appellate or er of 
the Tribunal. The Whole of it appears to be based upon 
a misconception of beth fact iand law ............ " 

' 
"It is perfectly c\ear that the Tribunal failed to ;apply 

themselves to the reiil question before them and ipdeed 
their order, one regrets to find, does not indicate that ther, 
had any appreciation of what· the real question was .. ; ...... • 

'(1955) 27 f. T. R. 6g, at 80 (Bombay H. C.). 
1 (1955) 27 I. T. R. 436~at p. 447f 446 (Calcutta H. C.). 
1(1955) 28 I. T. R. 47 at p. ,f8. (tlahabad H. C.). 
•(1955) 28 I. T. R. 684- t 687, 5 (Calcutta H. C,). 

i 
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95. The present procedure leads lo delay also. If the 
Tribunal refuses to make a reference to the High Court 
where it should have done so, the ase$see or the depart
ment have had to go to the H~h Court under section 66(2) 
and this has led to considerable delay in giving a finality 
to the assessment. The extracts given above would also 
show that the statements of cases submitted by the Tribu
nals to the High Court are scrappy, with the result that 
the High Court has had to ask for a supplementary state
ment in several cases. 

96. For these reasons we are strongly of the opinion Abtlition of 
that the Appellate Tribunal should be abolished and that a t~~llaie 
direct appeal should be provided both on questions of fact~ pro-
as well as of law to the High Court from the orders of the • 
Appellate Assistant Commissioner. The assessee should 
have the satisfaction that the facts of the case and the law 
applicabie to it have been examined by a competent autho-
rity. It would also save the time of the High Court, as 
it would avoid the necessity for a reference to the High 
Court on a question of law either under section 66(1) or 
under section 66(2). We have therefore, provided' an ap,-
peal to the High Court from the decisions of the Appellate 
Assistant Commissioner. Where the amount in dispute is 
Rs. 7 .500 or more, the appeal will be on fact as well as 
on law. In other cases the appeal will be only on questions 
of law. 

It is stated that the disposal by the High Courts may 
cause delay, particularly as the rules of the High Courts 
require printing in first appe~s. To obviate this difficulty, 
we suggest that by a rule made by the appropriate autho
rity the printing of records in .such c~es may be dispensed 
with, and the Department and the assessee may be allowed 
to furnish typed copies of papers on which they intend to 
rely at the time of the hearirig of the appeal before the 
High Court. 

97. We have also examin~d the fi.riancial implications 
of the proposal and we are satisfied thJt it does not involve 
the States in any extra expenditure, as all expenditure 
necessitated by the appointmtnt of r4ore Judges in the 
High Court and the necess_ary staff CliJU be met by the fee. 
that will be levied on the appeals instituted in the High 
Court. At present the fee iS Rs. 1op in case of appeals 
to the Appellate Tribunal an<f, the aJl}.cJunt realised in the 
year 1955-56 by the Tribunal is Rs. 8,46,390 which, of 
course, includes also fees for Referente Applications, (The 
department does not pay any fee when it files an appeal 
or asks for a reference). The expenditurE- incurred in 
that year for the Appellate Tribunal is Rs. 8,74.684. We 
have not got the figures for 1956-57. Even if the fee is res
tricted to Rs. 100 per appeal and if 10,000 appeals are filed, 
~ the S~tes will get an inrm~ CUI fl5\, 10,00,000. If 20 

lVjd4 clause 116o, App. I. 
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Judges are appointed for all the High Courts, the total 
salary payable per year will be Rs. 8.40,000 leaving a sur• 
plus for the expenditure on the additional staff that would 
be required by the appointment of additional Judges. 

If we consider the position State.wise, the highest ins
titution of appeals is in Bombay and may be taken rough
ly at 2,000 appeals per year. The Bombay State will get a 
fee of Rs. 2,00,000. Even if four more Judges are appOinted 
their total salary per year will be Rs. 1,68,000, leaving a 
surplus for the additional staff. Similarly, Madras may re· 
quire three Judges. Bengal may require two Judges 
and Uttar Pradesh may require two or three 
Judges. In other States like Bihar and Punjab an addi
tional Judge may be required. It will, therefore, not en
tail any additional expenditure from State funds which 
could not be met from the fee leviable on the appeals ins
tituted in the respective State High Courts. As observed 
already, the work in which the High Courts are now enga
ged namely disposing of references either under section 
66(1) or under section 66(2} will pro tanto be reduced, and 
this is an additional advantage for the High Courts. 

98. Rules will necessarily have to be made to regulate 
the procedure for the disposal of the appeals exped.itfous
ly. Delay is occasioned by the printing of records which 
will not be necessary. If the rule making power is confer
red on the various High Courts there may not be uniformi
ty in that behalf. We, therefore, think that it will be more 
appropriate to confer the rule making power upon the 
Supreme Court' as was done in the case of the Comp.µiies 
Act, 1956. As regards the levy of the fees and the scales 
which are to be prescribed, it may not be possible for. the 
Centre to prescribe the fee. Some method should be aqC>pt
ed to make the Court-fee payable on the memorand• of 
appeal presented to the High Court in such matters uniform 
in all the States. We have not therefore made any definite 
proposal in this behalf. 

Appoim~:·Rt 99. In view of the recommendation made by us for· the 
a;,1° A tra1

1Jmg abolition of the Appellate Tribunal, and as appeals would 
':usi!ia~ Ci:. henceforth lie to the High Court from the Appellate ,As~ 
mmis.,ion,·rs. sistant Commissioners' orders, we consider that Govfrn-

ment should ensure that the posts of Appellate Assistant 
Commissioners are held by experienced and senior offi~rs. 

100. It will be more satisfactory if experienced 
senior officers of the Department hear appeals. 

•nd 
' 

101. The Appellate Assistant Comm1ssioner shOll.ld 
also. m our opinion, be given some trainmg m judicial 
practice and procedure by being attached to a Judge of a 
Civil Court. i.e., a District Judge. for a period of, say, three 
months. This will be very necessary because the order of 
the Appellate Assistant Commissioner should be writtien, 

'Se~. clause 277, App. I. 
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more or less, like a judgment ·and should make mention of 
the points for determination, and the findings thereon. We 
consider that if Appellate Assistant Commissioner.s are 
given this type of training, it will inspire greater confi
dence in the litigant public. 

102. It may be recalled in this connection that when 
the Appellate Tribunal was n4>t in existence, i.e., prior to 
1939, the reference to the High,. Court, though directed 
against the order of the Assistant Commissioner, was made 
by the Commissioner of Income-tax himself. Though an 
officer of the status of Commissioner of Income-tax may 
not hear all appeals, it would be desirable if appeals 
against assessments of incomes in excess of rupees one 
lakh were heard by the Commissioner of Income-tax or by 
an officer of equal status. If this recommendation is ac
cepted, the necessary amendments may be made in the 
Act. Other appeals should be heard by senior officers 
whose scale of pay is attractive. We would recommend for 
Appellate Assistant Commissioners a ,scale of pay inter
mediate between the present Appellate Assistant Commis
sioner's scale and the present Commissioner's scale. 

103. As second appeals would lie (if our proposal is Coltlminion
accepted) to the High Court and as the smaller assessees ers. 
may not be able to afford the expense involved in such an 
appeal, we would recommend the free use by commission-
ers of Income-tax of their judicial powers to give relief to 
the smaller assessees. In the case of smaller assessees the 
Commissioner should treat an application in revision as an 
appeal. Administrative instructions to this effect may be 
given by the Central Board of Revenue. 

104. The other important change which has been made Other chau
in this Chapter is the provision' for appeals against all ge1. 
orders of the Income-tax Officers which are prejudicial to 
the assessee, e.g., an order W1der section 35, the levy of 
interest under section 18A (6), an order refusing to correct 
a recovery certificate, an order refusing to treat the asses-
see as not in default and other similar orders. 

105. The provisions of the existing Act relating to pen-Cb a Pt er 
alties have been grouped together in this Chapter. P-~n._ ' 

No change has been made in the substance of 
provisions. 

.. ....,.. .... es 1m-
these ~ble by 

fo.tomc•tall: 
au1horities. 

I 06. The provisions of the existing Act relating to ch a p t e r 
offences and prosecutions have been grouped together in XXIII. 
this Chapter. No change of substance has been made. OfFences and 

prosecutiom. 

107. The provisions of Chapter IXA, Recognised provi- Ch apt c r 
dent funds, have been incorporated in this Chapter, with XXIY. , 
suitable modifications explained in the notes to the rele- :iv~;;,:! 
vant clauses. f ting to 

------+c--------C taiuProvi• 

1Sce clause 254, sub-clauses {d), ij ), {k) 1 fl), App. I. d t Funds. 
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Ch a Pt e_ r 108. Provisions relating to approved superannuation 
~vYs!J;:c~;~ funds, contained in Chapter IX B, have been reproduced 
lating tlJ cer- in this chapter with suitable modifications explained in 
tain Superan- the notes to the relevant clauses. 
nuntion 
Funds. 
Chapter 

XXVI 
Miscellan-

Schedules. 

109. All the other provisions of the Act which are not 
covered by the earlier Chapters have been grouped toge-
ther in this Chapter. • • 

The important changes made in this Chapter ctre as 
under:-

(1) Authorised representatives.___.:.We consider that there 
is no justification for permitting a person who is not a 
lawyer or a chartered accountant to appear in the iOfOme
tax proceedings. The Income-tax Officer exercises pt>wers 
which are often far more_ responsible than the power!' simi
larly exercised by a civil court or a criminal court. hen 
persons other than lawyers are not allowed to appear fore 
the civil court and the criminal court, there is no reason 
why persons who are not entitled to appear before; such 
courts should be permitted to appear in an income-tax pro
ceeding. An exception should however be made in flf,vour 
of chartered acc:lUntants_ as they assist companies iii the 
maintenance of accounts. Moreover, they have certa~· obli
gations under the Companies Act in relation to the pre ara
tion of the accounts of comparties. We have therefor pro
vided that appearance in incom~tax proceedings be c ned 
to lawyers and char~ered accolmtants. . 

In order to protect the interests of those persons I who 
are, under the provisions of the present Act entitl ·d to 
appear in the income-tax proceedings, we have provide for 
the continuance of their right to appear in the incom tax 
proceedings. We have however, provided that they s ould 
be registered as Income-tax Ptactitioners. We are al o of 
the opinion that there should be a disciplinary bo to 
control such Income-tax practjtibners. We have the fore 
made suitable changes in the jrovisions of sections 59 and 
61.' ' 

(2) Service of notices.-We have provided for the~ode 
of service of notice under the Act in the assessmen of 
dissolved firms, dissolved associations and dis ted 
H.U.Fs. also. 

(3) Rules:-We have added a provision authorisin the 
Central Board of Revenue to make rules relating to the 
issue of tax verification certifiefltes. Such certificates ave 
been found useful in practice f!l]ld it is desirable to ace 
them on a statutory footing. We have also added a p vi
sion for making rules relating to the constitution of an 
authority to take disciplinary action against Incom tax 
practitioners (other than lawyers and Chartered Acctmn-· 
tants). 

ll0. The Schedules which we propose to annex to the 
Act are as under : -

First Schedule-rel tes to • 
-- l$ee clause 324, App. I, 

:i5ee notes on the Sched 

Ju.ranee business.• 
9, ibid. 
Ttge11made, 
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Second Schedttle.-Brings together in one place the prO
visions pertaining to the procedure to be adopted by the 
Collector for the recovery of tax on a ·certificate issued to 
him. 

Third Schedule.-Dea1s with the procedure to be adopt
ed by the Income-tax Officer who is empowered by the 
Commissioner to recover tax by distraint and sale of mov
able property. 

111. In the preparation of notes on clauses we have Schctne or 
departed from the method adopted by us in our previous note• on 
reports. In the previous repar'ts we have followed the clautes. 
order of the sections in the Act under revision and wherever 
new provisions were suggested, they were dealt with in 
appropriate places. This method could not be followed in 
revising this Act (Income-tax Act) as we have reshuffled 
all the sections and sub-sections of the Act. Hence the order 
of the clauses in the proposed dra~ has. been followed in 
preparing the Notes on clauses. 

112. A word may be said about the increased number Incri:ase in 
of the sections in the draft.' The U.K. Act of 1952 contains n~Jler of 
532 sections and 25 Schedules. The existing lncome-tax secuons. 
Act has 67 sections and one Schedule. One section (Sec-
tion 10) of the existing Act however, covers 14 printed pages 
in the Income-tax Manual, and some of the sections in the 
Act, though bearing one number have the letters A to V 
added e.g., sections 58A, and 38B. The 67 sections of the 
Act cover 186 printed pages in the Income-tax Manual. 
The actual number of sections in the· existing Act is not 
67. but ··about 120. The number of sections in the draft 
is • thus only two and a half times the number in the ex-
isting Act. The increase in the number of sections is 
due to the fact that the existing sections have been split 
into a number of sections. It is hoped that the. total cover-
age of the draft in printed pages will not show any appre-
ciable increase. 

113. Appendix I contains our proposals in the form of Sch•me of 
draft clauses. Ap~ndices. 

Appendix II contains comparative tables showing the 
existing provision and the corresponding provision in the 
draft in Appendix I. 

Notes on clauses have been appendtd at the end. These 
explain, with reference to each clause jn Appendix I, chan
ges made by us in the form or substtince of the existing 
provision. 

114. For convenience of reference, we have given at the Listp, appen. 
end of this part of the report two lists, the first containing dcd,to the n:• 
a summary of changes of importance proposed by us which pore. 
have been embodied in the draft in Appendix I, and the 
second containing a list of recommendations made by us 
which have not been embodi in the aft in Appendix I. 

and Three Schedules, 
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LIST I 

Summary of important' changes proposed in the Income
tax Act and embodied in the Dra# Clauses in Appendix I. 

Existing Sec. The definition of ''assessee" has been amplified to cover 
:Orar Cl ( ) all -the situations in which a person becomes assessable for, 

c • 2 5 or liable for the payment of, tax or other sum. 

Existing Sec. ,. 
Draft Cl. 2 

Several new definitions have been added, important 
amongst them being "assessment", "assessment year", ''ave
rage rate of income-tax and super-tax" and "tax". 

Existing Sec. Item (iii) of the existing definition of Capital asset, ex
~r~fl C! ,, eluding land from which the income derived is agricultural 
(io). • -· income, has been redrafted and replaced by the words "any 

agricultural land in India". 

Existing Sec, 
2, (8) 
Draft CL 
(25). 

The existing definition of "Magistrate", which includes 
e Second Class Magistrate empowered by the Central Gov-

2
• ernment (or in the State of Jammu and Kashmir by the 

State Government) to try offences under the Act, has been 
altered so as to confine the power to First Class Magistrates 
throughout India. 

Existing. Sec. The present enumeration of the chargeable entities 
3• that is, "individual, Hindu undivided family' etc. has been 
p.ft Cl. 3• replaced by the word "person". This will cover all entities 

• having legal personality besides the entities enumerated in 

Existing Sec. 
4 (3)(i) 
Draft CJ. 12 

(2), 12 (3) 
12 (4). 

Existing Sec. 
4 (3) (vi) 
Draft CJ. II 
(15). 

the General Clauses Act. • 

With reference to the exemption for income d;ived 
from property held under trust etc. for religious or c arit
able purposes, the following changes have been made :-

(i) it has been made clear that the exemption is avail
able in the case of a business, held on trust, s*ject 
to the conditions given in the existing proviso (b); 

(ii) it has also been made clear that the exemptipn is 
available to business carried on by institutioru; not 
subject to trust. 

With reference to the exemption for special allowinces 
or benefits granted to an employee to meet expenses wholly 
and necessarily incurred in the performance of the cltties 
of an office or employment, the words "wholly and nl?ces
sarily" have been replaced by the words "wholly ancl ex-
clusively". The requirement of necessity has been omitted. 

Ex:sting Sec. The exemption for income received by a Consul Gene-
4 (3) (x) ra1, Consul or Trade Commissioner etc. is at present avail-
~t(,i)~b) able to Indian citizens also. A requirement that the person, 
Draft Cl. 11 so exempted should not be an InQian citizen has been atjded 
(7) (ii). and on the Imes of existing section i(3){x) (c) and (e). 
II (7) (,v). ' 



59 

The exemption in respect of salaries of members of Existing Sec~ 
Nepalese military forces serving with the armed forces of 4 (1) d (x_i} 
India or of members of Indian State forces, has been omitted ~:1cirt:Ct). m 
as obsolete. 

The exemption in respect of income received by an Existin~ Sec. 
employee of foreign enterprise is at present available to 4 (3) (XIv) 
Indian citizens. Under the draft it has been confined to Drt) Cl. 
foreigners. 

11 
\ • 

The exemption in respect of salaries received by foreig- Existing_Sec. 
ners for services rendered as technicians has been ~~ &1

va) 
extended to services rendered before the actual commnce- (g) • t • 

11 

ment of the business. Explanation 
I. 

· Certain exemptions enjoyed at present by virtue of Existing Sec. , 
notifications under section 60 have been added in the Act. 4 (3). • 
These relate to scholarship, and income of Universities or r1t CJ- 11 

other educational institutions not .established for profit. t~l>,an 
11 

The condition for residence in the case of a person who Existing ~~
has been111 India within four preceding years, at present, fj' ar~i1 (ui 
requires the presence of that person in India "otherwise r • • 
than by an occasional or casual visit". This condition has 
been made more specific, by requiring the person • to be 
present for at least 30 days in the previous year concerned. 

The existing provision authorising the Income-tax Offi- Exi•ting Se~. 
cer to treat a person as a resident if he is satisfied that 4A • (a) (iv) 
the person is likely • to remain in India for not less than Draft Cl. 6. 
three years has been omitted. 

A provision has been made to the effect t~at a person Exitting Sec. 
who is resident in respect of one source of income is to be 4A ..'.,, Cl 6 
treated as resident for all other sources. Dr ... t • • 

A new provision regarding transfer of cases from one E •(~)g Sec. 
Appellate Assistant Commissioner to another has been &r.rt Cl. 1j1 

added. (3). (b). 

With reference to the power of tlie Board or the Com- Exipting Sec. 
missioner to transfer cases from one Income-tax Officer to 5 '~7~1 
another, a provision has been added requiring opportunity g)• t • 

1
3

2 

to be given to the assessee before the transfer is ordered • 
( except in special cases). -

It is proposed to abolish *he Ap~llate Tribunal. Ap- Eiqsting Sec. 
peals from the Appellate Assistant mmissioner will lie sA- 1 

• d). • 
to the High Court. . (Oputte • 

Salary received from foreign Government has been Existing Sec~ 
specifically made taxable under the head "Salary". 7 (1

) Draft Cl. 17 
(1); 

. Specific provision has been made in respect of salaries Existing Sec. 
paid 1n arrears. ~1), . • ·' 

Cl. ·15 
(c) . • 

5-1 Law Com./5ll 
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Existing Sec: The allowance for expenses incurred by an employee 
t,Jf\::i {u~ m the performance olf his d¥ties has been redrafted by 
(iv). • 1 omitting the words "necessarily" from the requirement that 

the employee should be required to spend the amount 
"wholly, necessarily and exclusively" in the performance 
of his duties. 

Existing See. Income assessable under the head "Interest on securi
trari Cl 8 ties" is at present chargeable if it is "receivable". This has 

• 
1 

• been replaced by a provision charging such interest when 
"received". The receipt basis has thus been substituted in 
place of the present provision. 

Existing Sec. Sums expended for realising interest on tax-free secu-
8 rities have been disallowed as a deduction in computing the 
'fff:;ft CL 21 income chargeable under the head "Interest on securities". 

Existing Sec. Interest paid on moneys borrowed for the purp~ .of 
8 investment in tax-free securitiet has been made inadmiSsible 
Draft Cl. 21 
(iii). as a deduction in computing intome under the head "Interest 

on securities". 
Existing Sec. 
8 
Draft Cl. IOI. 

Reasonable sums spent on realising interest on tal-free 
securities are proposed to be allowed to be deducted., for 
the purpose of super-tax, in computing income cha~able 
under the head "Interest on Securities". If money has been 
borrowed for investment in ,uch securities, then interest 
paid on the money so borrowed is also proposed to ije al
lowed to be similarly deducted. 

Exi$ting Sec. Rules for fmnishing guid~e to the Income-t~x Officer 
•
0 

~.1)c, in determining the annual vallle of tenanted property:have 
(

2
)a r • 23 been added. • 

Existing Sec. Irrecoverable rent has been made an admissible t£uc-
9 tion for computing income chargeable under the hea c•rn-
~)t Cl. 2 4 c~me from. property".· (~t pre9ent the deduction is- • 
xu s1ble by virtue of a notification only). -....... ; 

10 (2) (vib) changed as regards the year ip. respect of which the bate 
Dr~ Cl. 33 1s to be allowed. The existing'section allows the rebat only 
mam plra. for the year of acquisition Of installation; wider t • pro-

' Existing Sec. The provision relating to development rebate has~een 

vision as proposed, it will be available in the next y , if 
the ship or machinecy is actllf4lly put to use for th first 
time in the next year. • 

' 
&isting Sec. If the bad debts written off in an earlier ac~· ting 
10 (2) (xi) year are not allowed 1'y the Int:qme-tax Officer for tha year, 

(
Draft CJ. 36 they will be allowable for a' subsequent accounting year, 
~l, 2nd Pro- if the Income-tax Oflicer is thEJl.satisfied about the • ver

vito. ability of the debt. (As to ~e converse case, see elow 
under existing sectioa 35.) . 

Exi!ting Sec. The provisions for deposit of profits by companies have 
10 <2B) and been omitted . {'le) • 
(omi.tted in 
the draft). 
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A new provision has been added .whereunder in com- Exitting Sec. 
puting income from business, profession or vocation, bonus ~l_) CJ 6 paid in pursuance of the award of an industrial Tribunal (,z) (;i). • 3 
will be allowed as a deduction, even if the amount of the 
bonus is not reasonable. 

A new provision has been added wbereunder contribu- ~fting Sec. 
tions made by an employer to funds establis~e~ for the b~ne- ~fg_ 6 fit of his employees have been IEted as -adnussible deductions (4,) (bJ. 3 
for computing income from business etc., even if the fund 
is not a recognised provident fund or an approved super-
annuation fund, under certain conditions. 

A new provision has been added to the effect that Existing Sec. 
buildings constructed by an employer ·f?r _the residences of I)r4ft Cl. 3_ 
his employees should be treated as b\11ldmgs used for the , 4 

purpose of the employer's business, if the occupation by • 
the employees of the buildings is subservient to and neces-
sary for the purpose of the employees' duties. 

A new provision has been added laying down rules for ExJ!ting Sec. 
estimating the value of the consideration received in a ~t CI. 

53 transaction of exchange. (This is with reference to charg. • 
ing of tax under 'Capital gains'.) 

The scope of the existing. provision, relating to power Ex}sting ~
of the Income-tax Officer to treat the :fair market value of i2*. ( 2 ), ut 
a capital asset as the value al the consideration for which -~:C:1 
the sale etc. of the asset is made (where the sale is effected • 54• 
with the object of avoidance etc. of the liability of the 
assessee to tax under capital gains), has been narrowed down 
by confin1.ng the power to a case where the actual considera• 
tion is not correctly recited in the deed of sale etc. On the 
other hand, the scope has bee& widened by deleting the re• 
quirement that the transaction must hJve been entered into 
with a person directly or in.directly connected with the 
assessee. • 

It has been made clear that whete the accounts of the Exlsting &c. 
assessee are not correct and complete., the assessment will 13 , 
be a best judgment under sectio_n 2'(4). The power to ~t Cl. 150 
compute the income "upon sach basis and in such manner (1)!, 
as the Income-tax Officer maY., deternjne" ( existing section i 

13, Proviso) will be confined to a Casf! where the accounts 
are correct and complete. 

A new provision has beeQ added whei:ein interest paid ~, •ting Sec. 
by an assessee on money bon,>wed fl?'t tnvesting his capital 16 (1) ~) 1,,,. 
in a firm has been listed ~ an adJ;:ussible deduction in D • ~ 
computing his income compnsing his share in the firm's <3 • 
profits. 

It has been made clear that section 16(l)(c), 3rd Pro- EiastingSoc. 
viso, which removes from the scope of the section income 16" (1) {c) 
arising by virtue of a settlement etc. which is not revokable D$1ft CL 64. 
for a period of more than six years etc., does not apply in 
a case where the assets ~ th~perty of the setttor i 
etc. In other words. where ere, is I transfer of the cor-- I 
pus, the proviso will have n app _ . . . 

' 
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Existing Sec. The existing provision, wbereunder income arising from 
16 (3) (b) 6 assets transferred to any person etc. for the benefit of a 
Draft CJ. 7 minor child of the assessee is regarded as the assessee's in~ (v). 

come in certain cases, has been modified so as to exclude 
cases where the minor child is a married daughter. 

Existing Sec. It has been made clear that the rate applicable for de~ 
~ <pAJ)3B) duction of super-tax is one in force for a company which 
(b)aa~d •2~~

1 
has not made the arrangements for deduction of super-tax 

(1) (b). referred to in section 18(3D). 
Exis1ing Sec . 
•• (7) 
Dratt Cl. ~09. 

A new provision has been made imposing a first charge 
upon the assets of a person who, after deducting tax under 
the Act, fails to pay it into the Government Treasury. 

Existing Sn. A general provision has been made to the effect that 

(,~ (7) dnd 7 where tax is deductible at source, the assessee shall not be 
1 

' 
2 n pro- called upon to pay the tax himself unless he has received v,so 

Draft Cl 2 , 3. the income without such deduction. (The existing provision 
is confined to salary.) 

Exist;ng Sec. A provision has been added to the effect that advance 
18A (1 ) payment of tax will not apply in respect of income~tax on 
Drafl CJ. 21 5 dividends 
(3). 

Existing Sec. The rate of interest to be paid by an assessee who 
18A (4) pro- does not pay advance tax on commission receipt within 
viso fifteen days of the date on which the income is received. 
Draft Cl. 221 • has been reduced from 6 per'" cent. to 4 per cent. 
Ex,sttng Sec Interest payable by an assessee in a case where the 
g'r~n<6(:1 tax estimated by him falls short of 80 per cent. of the tax 
(i). 

223 regularly assessed, is made to run not from the k;t day of 
January of the year of payment but from the 1st dpy of 
April of the next financial year. 

Existing Sec. The rate of interest payable by an assessee in cases of 
1BAf (j under-estimate of advance tax has been reduced from 6 per 
Dra c L 224· cent. to 4 per cent. 

Existing Sec. Instead of the general notice requiring all persons to 
22 (1) submit a return of income, a provision has been maQe for 
f)~\CL 143 the compulsory submission of the return by every ~rson 

1 a • who is assessable in respect of his income or in respect of 
any other person's income. The return will have to be 
submitted by the 30th June, each year. 

Ex.i9ting See. A provision has been added to the effect where a itturn 
:.1 2 ( 1 ) of income is sent to an Income-tax Officer who has no juris-,. 
"', )1~>Cl. 

143 diction over the assessee, he shall forward it to the In40me-. 1 
• tax Officer having such jurisdiction. 

Existing Sec. A new provision has been added clarifying the power 
h;.art CL , 46 of. the Income-tax Officer to make such inquiries as he may 
( 2). thmk necessary for the purpose of assessment. , 
Exi~ting s~c. A new provision has been added requiring the Inoome-
[fi- ft ci 1 6 tax Officer to give the assessee an opportunity of rebutting 
cl • 4 any material which is proposed to be used for the pu.tPose 

of asses~ment. (An e:KX):eption has however been made for 
"best judgment" assesfment.) ; 
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The power of the Income-tax Officer to take into ac- Exi•tinf Sec. 
count material gathered by him (in additipn to the evidence rfrart Cl q,7 produced. in the case) for the purposes of assessment, has (g). • 
been clarified. 

It has been made clear that a "best judgment" assess- Ex,siing Sec 
ment is to be made after consideration of the material ~)C! 8 which the Income-tax Officer has gathered. {!). • 

14 

An indication of the material which the Income-tax Exiniog &c. 
Officer may use in an assessment under section 23(3) or ~af CJ 
21i(4), has been given. t • 149• 

A specific provision has been added layin'g down the Existing sec. 
right of set off of loss from one business against profits in 2 4 ~p Cl 
any other business. Dr 1 • 7-i.. 

The provision relating to set off of losses has been Existing sec. 
modified in respect of set off against capital gains. A loss 24 (1) 
sustained under any head other than capital gains cannot rr :?· _73 
be set off against capit~l gains, under the provision as I an 7:;,· 
proposed. 

In respect of the assessment of a person about to leave Existing Sec. 
India, it has been provided th•t thJ:! period of notice fo be 24A 
given by the Income-tax Officer may be shortened even in ~aft C!. 184 
respect of the assessments for earlier previous years. • 

For tl}.e assessment of a person about' to leave India, a Existing &c. 
time-fimit of three months has be~n provided for complet- ~4!-t 1 lng the assessment, where the assessment is made under the g, c • 114 
special procedure given in existing section 24A. • ~ 

'ihe section relating to partition of a Hindu undivided Existing Sec. 
family has been made applicable in respect of partial parti- 25A 
tion also. ~ Cl. 18J 

A new provision has been added laying down which Es. sting s«. 
lncome-tax Officer is entitled to assess a Hindu family after 25A 
its partition. Dr;ift Cl 181 • m 

The provision relating to fSSessment after partition has Dciuing Stt. 
been extended to penalties and other sums. di~ 

18
~?(). 

A definition of partition has been added. ~ting Sec •. 

Oraft Cl. 181 
bp.ln. 

lt has been made clear that an application for the regis- Exining Soc. 
tration of a firm may be made even after the dissolution of $6A Draft 
the firm. Ci. 191 {2). 

The provision (at present contained in the rules) relat- ~xisting Sec. 
ing to the time within which -a firm should be registered ~6A 
has been modified. It has been provided that the applica- Draft C!. 19• 
tion should ordinarily be made before the expiry Of the('!}· 
previous year in respect of which registration is being 
sought. 

The provision requiring that the individual shares of Existing Sec• 
the partners should be ''s_,9ecified ip the partnership deed" tion 26A 
has been altered, so as to allow regi~~ation where the sharesi ?;'~i)~l11,U$C 



Elcisting 
Sec. 26A 
Draft Cl. 
191 (7). 

Existing 
Sec. 26,\ 
Draft 
CL 192 (2). 

Existing 
Sec. 26A 
Draft 
Cl. t92 {4). 
Existing 
Sec. 2fiA 
Draft 
Cl. 193 (1). 

Exiuing 
Sec. 2fiA 
Draft 
Cl. 193 (5). 
Existir.g 
Sec. 30 (I) 
Draft 
Cl. 254. 

Existing 
Sec. 31 
Drafl CL 
259, Exp!. 
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though not specified jn the instrument, can be ascertained 
from that instrument dr from the partnership deeds of any 
connected firms. 

The provision (at present contained in the rules) re
lating to renewal every year of the registration of a firm 
has been modifi~d. So long as there is no change in the 
constitution of the firm or the shares of the partners, a 
formal application for renewal will not be necessary and• 
it would suffice if the firm files a declaration. with the 
return of the income, to the effect that there has beeh no 
change as aforesaid. 

A provision prohibiting the Income-tax Officer from 
rejecting an application for registration of a firm on tech
nical grounds has been added. 

A time-limit has been provided within which an appli
cation for registration of a firm must be dis.posed of b:, the 
Income-tax Officer. 

It has been mnde clear that the only ground on which 
the registration of a firm can be cancelled is misrepresenta
tion. It has also been provided that the firm must have an 
opportunity of being heard before cancellation, and that 
cancellation can be ordered o•ly with the previous at,pro
val of the Inspecting Assistant Commissioner. 

A time limit has been laid down within which tegis
tration cf a firm can be cancelled. 

It has been made clear that an objection as to the 
status under which the assessee is assessed can be ri;lised 
by way of appeal. 

A new provision author¥ling appeals in resp~t of 
orders passed under existing •section 35 (rectififatici'l of 
mistakes etc.) has betn added. ' 

Various orders relating to interest passed unde~ sec
tion 18A (advance _paufnent of tax) have been mad, ap-
pealable in appropnate cases. ; 

The following orders have been made appealablf :
(1) An order passed by the Income-tax Officer~· n an 

assessee's application ·for withdrawal or can ella
tion of a recovery ceftificate issued to the Hec-
tor; , 

(2) An order passed by the Income-tax Officer rting 
an assessee's request ·to treat him as not • de-
fault in view of an appeal • 

It has been made clear that an Appellate As~stant 
Commissioner, in disposing of an appeal is not co d to 
the grounds raised by the appellant in the apPeal an may 
redetermine any matter which fell to be decided b the 
Income-tax Officer in :the co# of the proceedings hich 
led to the order in apjleal. • ' 
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Appeal to the Appellate Tribunal ·is replaced by ap- ExiB1'18" 
peal to the High Court, and the Tribunal is to be abolisb-j;'~~3· 
~ m•~ 

It has been made clear that an order passed by the Exi1tlng 
Appellate Assistant Commissioner rejecting or refusing an ~f3• 
appeal without a decision on merits is appealable. CL :£o (i). 

The power to reopen an ~ssment any time, where the Existing 
income that has escaped asse!l5ment in the past amounts Sec. 34 (1), 

to one lakh of rupees or more, has been modified. ti~(f;rso, 
Only the incomes for the sixteen assessment years Draft Cl. 

prior to the year in which a notice under section 34 is 155 (i) (a). 
issued will, it is proposed, be taken into account in arriv-
ing at the figure of one lakh of ruptes or more. It has, 
however, been added that where the income which escap-
ed assessment in a single assessment year is at least fifty 
thousand rupees, the assessment for fuat year can be re-
opened at any time. 

A new provision has been added prescribing a time- f:x~ting see
limit of four years for the completion of an assessment in t)0\3\ (3) 
the case of a notice under section ?.&(3) read with 28(1) 1J (,) (b)e 
(c) (penalty for concealment of inceme etc.). • 

It is proposed to ii.How the Department a period of at J:..xlsting Sec
least one year for the completion of an assessment in a ~r?!1i~e 
case where an assessee files a return or revised retum ,6' (i) re). 
under section 22(3). ' 

A new provision has been added. prescribing a time- E1"•Jing 
limit of four years for the completion of an assessment nf on 34 (3,) 
under section 34(1) (a) (i.e., assessmtnt for income which c u~ ,6o 
escaped assessment by reason of the assessee's om.Js.. (2 . 
sion or failure to disclose the material facts). The time- 1 
limit wm be counted from *he end ,of the financial year ' 
in which the notice was isslled.. 

A provision has been added to the effect that while ~~ting &<:
computing the period of limitation laid down by the Act ~r3\{3) 
for the completion of ass•ssments, any period during 1fo, ~~1 
which assessment proceedin• were ltayed by an order of ' 
a court will be excluded. 

A new provision has been add~ empowerin~ the re-iting ,ee
vision of the assessment of a member of an association int 35 
a case where the assessment of the .ssociation itself is re- raft clause-
vised. 1 (2). 

' (Existing Section 35(5) may be compared.) ; 
With reference to the provision that where a· re-assess-~-"sting Sec

ment etc. has to be made in ConseqtltQce of an order passed on~ 
on appeal or other proceedings in re~pect of the assessee or raft 1 any other person, the time-limit for assessment would not !a~~ a-
apply, two Explanations have been added explaining the •nd 3. 
scope of the provision. 

With reference to the provision that if a company does ~lifl!!( r
not pay the tax on its pn:i•ts wi~! three years after de-~!£(~ 
claring the dividend the ~ will1'P,p recovered from ther62 (4). 
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share-holders, it has been provided that if the assessment 
of the company itself is delayed, a period of at least one 
year should have elapsed after the end of the year in which 
the company is assessed. 

Existing See- A new provision has been added empowering the In• 
~=ri35ciause come.tax Officer to reopen an assessment, for the purpose 
162 (6), of allowing bad debts, where the assessee claims deduction 

for a particular previous year but the Income.tax Officer is 
of opinion that the deduction should have been claimed for 
an earlier previous year. (As to the converse case, see under 
, existing section 8). 

Existing 
Section 37. 
Draft 
Cl. 136 (2). 

Eli:isting 
Section 37. 
Draft 
Cl. 136 (4). 
Existing· 
Sec. 40,41 
.and 42. 
Draft CJ. 
169, eie. 

Existing 
Sec. 40,41 
and 4.l 
Draft CJ. 
170 (2). 

Eitisting 
Sec. 40,41,42. 
Draft 
Cl. 170 (3), 

It has been made clear that while exercising the power 
of the court with reference to the discovery of documents 
and examination of witnesses, the Income-tax authority 
should follow the same procedure as a civil court, 

A new provision for return of documents produced by 
any person before an Income-tax authority has been added. 

\ The provisions relating to assessment of guardians, 
trustees, managers, Court of wards, Administrator-general, 
agent of a non-resident etc. have been co::nbined under one 
topic, under the group of sections relating to "Representa
tive assessees". 

A new provision has been added limiting the liability 
:.>f all "representative assessees" (i.e .. guardians, trustees, 
agents of non-residents etc.) t.o the extent of the asstts in 
their possession. (Special remedies available against cer
tain representative assessees have, of course, been saved) . 

A new provision has been added to the effect thJlt a 
person liable to be assessed as a representative as~ssee 
(i.e., trustees, guardians, agents of non-residents etc.) vtould 
not be assessed under the-gentral chargmg section (ses:tion 
3) in respect of the income concerned. 

Ex:1ting A new provision has been added empowering a repre
Stts.40,41,42 sentative assessee to recover tax paid by him from the per-
°'ci"' C ) son represented by him.' ' 

. 171 I • • 

~xisting A provision has been made to the effect that a rtpre-· 
t,~i/df~·/; sentative assessee who parts with the assets without [Pay-

• • rnent of tax, is liable personally. 
Existing The provision for mode of computing tax for indome 
Sec. ,p (1), received by a Court of wards, trustee appointed und$° a 
nt proviso. a deed in writing, Administrator-general etc., in 4ases 
Draft CJ. where the income is not specifically receivable on b(µlalf 

of any one person or by where the individual shares are 
not known has been altered in two respects :-

J 74, para• 
graphs (a) 
.and (b). 

(1) regarding income-tax, it has been provided that it 
should be charged as the income of an association 
of persons, or, if the income is received by a bene
ficiary, then at the r{lte. applicabJe to the bjme-
flciary if the Income-talc ,Officer so directs ; 1 

• 

• 
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(2) as regards super-tax, it has been provided that it 
should be charged in all cases as if the income 
were the income of an association of persons. 

A new provision has been added allowing the Income- Existing 
tax Olncer to continue assessment proceedings, started be- t~4c-1 fore the dissolution etc. of a finn or association or the dis- 16(; (2) ~nd 
continuance of its business; against the persons who were 196 (2). 
partners or members. 

With reference to the provisions for charging tax in Exinint 
the case of shipping business, it has been made clear that Sec. m (3). 
the rate applicable i::'! one in force for a company which has r;ar( ) • 
not made the arrangements for deduction of super-tax on 1 11 4 • 

dividends under existing section 18(3D). 

The provision regarding income arising to a non-resi- Existing 
dent from a transfer etc. governed by section 44D has been Sec. +ID (1). 
slightly widened. Under the present provision, only in- Draft c.r. 
come arising from the transfer is taxable under this section. g6 (i) (a). 
Under the provision as proposed, any income of a non-resi-
dent which the transferor has power to enJOY will be co-
vered by this section, (if the power to enjoy itself arises 
from the transfer). 

The existing provision, whereunder a sale of securities Exb1ing 
is disregarded where there is agreement to buy back such &o. «E (1). 
securities by the owner of the securities, has been widened g,1"t ( ) 
by removing the requirement of an agreement to buy those • 97 1 

• 

securities. The provision as proposed will be applicable to 
all cases where the transaction of sale and repurchase of 
securities results in advoidance of tax. (The provision will 
not, of course, aply if there was no avoidance or if the 
-avoidance was not systematic). 

Under the existing provision, where a person transfers Exitting 
"Securities before the declaration of the dividend, the in- Sec. 44F. 
come attributable to the period upto the transfer is deem- Draft 
ed to be the transferor's income. Under the provision as c.r. 97 (3). 
proposed, however, the income for the whole year will be 
deemed to be the transferor's income if there is avoid-
ance of ta:lf. It has also bet>n provided that the avoidance 
need not be of more than ten per cent. of• the amount of the 
income-tax. 

A new provision authorising the Income-tax Officer Exitting 
to e_xtend the time fer payment of tax er to allow payment ~rfDJ 
by mstalments has been added. Consequential provision 229 ( 2 ) ~d 
for failure to pay instalments etc. has also been added. t4), 

The present provision regarding the imposition of a Exi$ling 
penalty on an asseessee in default has been modified. Sec. ¥> (r). 
Penalty has been replaced by penal interest at the rate of O:.!r~iA) 
10 per cent. per annum, which will run automatically from c1. 2so ( 1). 

the date of default. and no express orders by the Income-
tax Officer will be necessary. Ul consequ,nce existing sub-
section (A) has been omitted. 



Exitting 
Sec. ,J6 (\). 
Draft Cl. 
231 read 
with these• 
oond S<:he• 
duk. 

Existing· 
Sec. 46 (2). 
Dnfr 
Cl. 232. 

Existing 
Sec. 46 (2). 
Draft 
Cl. 233. 

Existing 
Sec. 46 (3). 
Dr:\ft 
Cl. 235 (5). 

Existing 
Sec. 46 (5). 
Draft Cl. 
235 (2) se• 
cond para• 
graph. 
Existing 
Sec. 46. 
Draft CJ. 
235 (4). 
Existing 
Sec. 46A. 
Draft 
Cl. 241 (4) 
and (5). 
Existing 
Sec. 48. 
Drni< 
Cl. 249 (1). 
Exi,ting 
Sec. 4,8. 
Drafr 

Existing 
Sec. 52. 
Draft 
Cl. 286. 

Existing 
Ike. 54 (2). 
Draft Cl. 
141 (3) (c). 
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The various modes of recovery which a Collector can. 
adopt when the Income-tax Officer sends a certificate to. 
him have been listed in the draft clause, and detailed pro
cedure to be followed by the Collector is sougbt to be em• 
bodied in the Schedule which will be a self-contained 
Code. A uniform system will thus be substituted in place 
of the existing procedure which applies the Revenue law 
of each State. 

It has been made clear that the Income-tax Officer can 
send a recovery certificate to the Collector within whose 
jurisdiction the assessee resides or carries on bwiness 
etc. or has property. Furthel", it has been made clear that. 
the certificate can be sent to the Collector of any district 
in any part of India. 

A nrovision debarri::ig an assessee from challenging 
before ihe Collector the assesament which led to tht issue 
of the recovery certificate has been added. Procedq,re for 
withdrawal or correction of the certificate by the Income
tax Officer has been laid down. 

The provision authorising the Income-tax Officer, to re
cover tax by any process contained in any municipal law 
has been narrowed down, by limiting it to only one mode~ 
namely, distraint and sale of movable property. 

The power of an Income-tax Officer to attach isalary
is sought to be limited to that portion .of the salary !which 
can be attached by a civil eourt. • 

A new provision has been added empowering tte In
come-tax Officer to apply to any court in which any oney 
of the assessee is lying, for payment of the money o dis
charge tax due from the assassee. 

A new provision has been added requiring the pwner 
of ships or aircraft carrying passengers for destiqations 
beyond India to submit periodically lists of such ~sseri
gers. 

A new provision has beai added to the effect t\tat a 
claim for refund should be made in t~e prescribed forfn and 
verified in the prescribed manner. : 

' A new provision has been added to the effect lat if 
the Income-tax Officer does nC)t dispose of a refund a plica
tion within three months, tbe Government shall p y in
terest at the rate of ! per cent. per annum on the a ount 
that is ultimately found to bt rtfundable. f 

The provision penalising a person who makes a false 
statement in a verification is sought. to be extended1 so as 
to be applicable to '{,erification under any provision of the 
Act. 

• A new provision has been added authorising 1.h,e dis
closure by the Income-tax Officer of the substance tf the 
material gathered by,:him for'. fbe purpose oI a "best judg-
ment" assessment. • _ I 
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A new provision authorising the disclosure by an In- Exiliting 
come-tax Officer of accounts of asseS$ees which are lying ~51Jf2 )

with him and are required by a court, has been added. Simi-
141 

(3) (f}. 
larly, a provision allowing the disclosure of registered 
documents of which copies can be obtained under the Re-
gistration Act, or of documents like balance sheet, audit 
report etc. prepared under the Companies Act, has been 
added. 

A new provision authorisiag the disclosure of informa- Exiuing 
tion required in connection with levy or realization of~; 54-c\11)

other Central taxes (for example Wealth Tax, Estate Duty 14~\J (~)
Tax etc.) has been added. 

It has been made clear that the privilege conferred Exitting 
by existing section 54 can be waived by the assessee. Sec. 54. 

Draf, 
CJ. 142. 

With reference to the exemption in respect of super• F.xiatin~ 
tax on dividends received from an lnQ.ian company en. Sec. 56A. 
gaged in c_ertain industries,. the con~i~ions to be satisfied g~o8 
by the Indian Company paymg the diw.dend have been set • 
out in extenso, unlike the existing section which merely 
makes a cryptic reference to section lOC. 

A new provision has been added authorising the Com• Exi~1 
miss~oner to rel-:x the conditions fo! the recogniticn ~f a ~ 8B (,). 
provident fund, m the case of 'provident funds established Cl. •89 (i) 
under the Employees' Provident Funds ·Act, 1952 and ex. Pro~. (a). 
empted from the operation of the scheme under section 17 
of that Act. 

A new provision allowing· the deduction of contribu. Existing 
tions paid by an employer towards a recognised provident J!K'. 5BA 10 

• fund has been added. nrall ci.993 

It has been made clear that an approved super-:annua- Exi,ting 
tion fund should satisfy not only the 0011.ditions set out in Secv'.58N to 
the Act, but also the conditions to 1;>e imposed by rules c· fl CJ 
made by the Central Government. c,r · • 301 

A new provision has been , added ( ~o the effect that &af 
where there is a repugnancy between :tb.e rules of an ap- 5:· ~'° 
proved superannuation fund and any provision of the Act,~- (3).-
the latter shall prevail. 

1 

It has been made clear that. the proyision for deduction &ietli!t 
of income•tax on contributions fepaid t4 nn employee from Sec. F (~) 
an approved superannuation ftmd appIJes not only to the gfat:. 
employee's contributions but also to the employer's contri• • 312

• 

butions. It has also been made clear that payment of con
tributions to an employee on death or termination of em• 
ployment does not come within the scope of this section. 

A new provision has been added laying down elabo-- Exiat 
rately the power of the Cen~Gover~f~t to make rul~ See. N to 
in rt:!lation to approved superruation.lfF-ds. ~t Cl.317. 

i i i 



_Eltisting 
Sec, 59 
Draft 
Cl. 329 (2). 

Existing 
Sec.'60 (1) 
and 6o (3) 
(omitted. in 
the draft). 
Existing 
Sec. 6o (2) 
Draft CL go. 

·Exis(ing 
s~c. 61 (2) 
(ii). Draft 
Cl. 324 (2) 
(iii). 
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A new provision has been added authorising the Cen
tral Board of Revenue to make rules relati~g to :-

(i) registration of income-tax practitioners who are 
not lawyers or accountants ; 

(ii) constitution of an authority to take disciplinary 
action against such income-tax practitioners; 

(iii) issue of income-tax verification certificates. 

Provisions relating to exemptions for tax etc. to be 
granted by notification by the Central Government are pro
posed to be deleted as obsolete. 

The power to grant relief in cases where salary is paid 
in arrears or in advance etc., which is at present confined 
t0 salary or orofit in· lieu of salary, has been extended to 
perquisites also. 

The right of any lawyer to appear before an Income
tax authority is sought to be confined to legal practitioners 
entitled to appear in a civil court. (Persons actually in 
practice at present will not be affected.) 

[:tl':8t2) It is proposed to exclude persons who are not Char
(iii) (iv) Draft tered A_ccountants or_ authorised to audit the_ accounts of 

·CJ. 324 (2), compames under section 226(2) of the Comparues Act, 1956, 
Explan. and from the category of "accountants" entitled to appear be-
324 (2) (v). fore an Income-tax authority. (Persons actually in prac-

tice at present will not be affected.) 

The category "Income-tax practitioner" is to be abolish
ed for the future, except as regards persons alreiady in 
practice. 

Exi,iing Sec. The power to take disciplinary action against income
,t1i_ (3J- D( ralt tax_ prc_lctitioner~ other than_ la_wyers and a~countants, 

3 4 4J. which 1s vested m the Commissioner at present, is proposed 
to be transferred to an authority whose constitution would 
be laid down in the rules. 

Existing (R<-- Consequent on the proposed abolition of the Appellate 
~nee pr:v~~ Tribunal, provisions ~elating to references to the High 
',;iom) omitted Court have been omitted. 
intthc draft. 
Exisiting With regard to the assessment of persons carrying on 
Schedule, general insurance business, it has been made clear that 
rule 6. Draft deductions for depreciation must be allowed as en~red in 
Sc~ed~)' the accounts prepared under the Insurance Act, a•d can
ru 5 • not be questioned by the Income-tax Officer. 

(New) Draft Unexplained cash credits, appearing in the books of 
Cl. 7°• accounts of the assessee, have been made assessable as 

his income. 

(N<>w) Drafl Investments not appearing in the books of the •ssessee 
<!l. 71 - and not explained Sf1tisfactorily have been made a~essable 

for the financial ye:b:- in which the investments were made. 



, 

71 

A new provision has been· 8.dded laying down the (New) Draft:. 
position regarding liability oj an executor to pay tax in res- Cl. 118. 
pect of the income accruing after the death of the person 
whose estate is being administered. • 

It has been made clear that in cases where tax is de- {New) Draft 
ductible at source or payable in advance, some kind of CJ. 199· 
"charge'' of tax is implied. 

Power has been conferred on the Supreme Court to (New) Draft 
make rules regulating the pro~edure to be followed by the CL 2 77 • 
High Court in disposing of appeals under the Act. 

A new provision has been added providing that income (New) Draft 
once charged to tax shall not be charged to tax again in Cl. 319• 
tbe hands of the same person. 

A new provision for the service of notices after the (New) Draft 
partition of a Hindu family has been added. CJ. 321 (t). 

A new provision has been added requiring every In- (New} Draft-_ 
come-tax authority to endorse documents placed on the Cl. 3'23· 
file arid to refer to the documents in any order which is 
based on the document. 



Existing Sec
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LIST II 

Changes recomm.ended i~ the Income-tax Act but not 
embodied in Appendix I. 

Besides the changes already embodied in the draft 
proposals in Appendix I, the following changes are recom
mended in the Act, (These have not been embodied in 
the draft proposals in Appendix I). 

The reasons in support of these changes have been 
stated below, or, in the bo,iy of the report or the notes 
to the relevant draft clauses :-

(1) The provisions for taxing the income of a resident 
which accrued Outside India in past years P.n.d is 
brought into India in the accounting year, ihould 
be deleted'. 

(2) The category "not ordinarily resident" may be 
totally deleted'. 

If the provisions relating to persons not ordinarily re. 
sident are retained, some clarification of the existing defi
nition is necessary, so as to settle the conflict of decisions 
mentioned in the body of the report'. 

Existing sec- (3) The provision relating to income which accrued 
uon 4 (1), in a Part B State or a merged territory before the exten
Expl. 4• sion of the Income-tax Act thereto and which is brought 

into any other part of India thereafter, should be omitted, 
as obsolute•. 

Existing Sec- (4) The existing words "subject to the provisions of 
1ion4 (3){i). clause (c) of sub-section (1) of section 16", contailj.ed in 

existing section 4(3) (i), opening line, should be deleted'. 

Existing Sec- (5) Whether the provision authorising the Dire4tor of 
tion 5 (8l • Inspection, the Commissioner etc. to issue instructi(Jls to 

subordinate officers should be retained, may be coitsider
ed'. 

ExistiQfl" Sec• ( 6) The limit of one-fifth of the salary laid do~ at 
tion 7 (1), ut present in respect of rebate for sums deducted from !salary 
Prov. for deferred amunities etc .. should be raised to one-fourth. 

on the lines of section 15(3) as amended by the Flnance 
(No. 2) Act, 1957'. 

1 Vide para. 22 of the body of this R.eport; this relates to draft clawc 4 (1 ). 
(d). 

• Vide para. 22 of the body of thi.9 Report, and para. (1) of not« to draft 
clause 6 and also para. (3) of notes to dr.rt clause 4. • 

• Sec para. 22 of the body of this R.eport. 
' Vidt para. 22 of th<.' body of this Rtp:irt and note, to draft dal1$C 4, para. 

( 11 ). second sub-paragraph. 
i Vide notes to draft cliu,sc u, P~· .9. (h). 
• Vidl the ee<:ond para, tf notes to fr&ft clau,e 130. 
' Vide the second ~b of the botcs to draft clauac 88 (1) (c)l 
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(7) ~ existing section 7(2) (iii), the words "wholly, ~ting~: 
necessanly and exclusively in the per:li>rmance of his du- tion 7(2) (111) 
ties" may be replaced by suitable words connoting expen-

.ses reasonably incurred in the performance of duties'. 

(8) The deduction of one-half of the taxes levied by a Exuiting Sec
local authority is at present allowed only in respect of prer 1>;:r 9 (2)• 
perty occupied by a tenant. No such deduction is allowed 3 Prov. 
where the property is occupied by the owner himself. There 
is, however, no reason why this deduction should not be 
.available in the case of property occupied by the owner. 
There is no apparent justification for making a distinction 
between the two classes of properties•. 

(9) Certain special statutes lay down the rates of de- .Existing &c
preciation for undertakings governed by those statutes. It ti~n ro (,:i;) 
has been suggested that the rates of depreciation allowed {v,). 

,by such statutes for the purpo6es of those statutes should 
be made applicable for purposes of in¢0me-tax also, in re-
lation to those undertakings. If the siune rates are adopt-
ed, the assessees owning such undertakings would be saved 
a lot of trouble and duplicatidn of la.our. 

This question requires consideration by the Govern
ment•. 

(10) Where machinery, plant or furniture is let on hire Exi11ing Sec
and the income from hire is assessed under head "Income tion 12 {3) 
from other sources", the Act allows the assessee certain and 12 {4), 
deductions on the lines of. income from business. The 
list of deductions so allowed, as given in existing sections 
12 (3) and 12(4), does not mention the deductions referred 
to in existing sections 10(2) (via) and 10(2) (vib) i.e., the 
-additional depreciation allowed for new building, machi-
nery etc. and the develop'ment rebate allowed for new ma-
chinery etc. These should be, added in sections 12(3) and 
12(4) as they stand on the same footin" lls normal deprecia-
tion·. 

(11) The question of making a provision for the spread- ~ting ~c
lQVer of income in the case of patents on the lines of exist- ti~ 1:i AA, 
mg section 12AA should be ccnsiderea•. 

(12) The method of calculating tlte cost of acquisition ~-ing Soo
-0f an asset in the case of capital gains1 may be simplified ti u B'{~) 
by substituting the fair mar•et valut or the actual cost,.• Ill B (3). 
in place of the present complicated ptovisions•. . 

' ' (13) The Income-tax O.ffi4er (ox, Preferably, the Ins- ~B Ice--
peeling Assistant Commissio!lel' shouJq issue a certificate 15 • 
to an institution qualifying under existing section 15B, so 

1 Vid~ nott"s to draft clause 16 (iv), in paragraph 6 of the cot~ w draft 
dauses 15 t,, 17. 

• This rclatca to draft clause 24 (r) (i). 
~ This relates to draft clause 3,2; (1) (i) and (ii). 
'This relates to draft clause 60 (ii). 

• Yule notes to draft clause 187, Lutpua, 
• Vidt notes to~draft clauac 51. , 

I , 
I 
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that assessees making donations to such institution need 
not prove, in each individual case, that the institution falls. 
within the section'. 

Existing &c• (14) The provision for grossing up of 'dividends should 
tion 16 (2). be simplified'. • 

The question of requiring companies to deduct tax 
from dividends may be considered'. 

Existing Sec• (15) Regarding grossing up of dividends, it is further
tion 16 (2). recommended that where a dividend is declared out of pro

fits taxed in earlier years, and there are no taxable profits 
of the company in the year of declaration of the dividend, 
the grossing up should be allowed at the rate which would 
have been applicable to the company in the year of decla
ration if the company had got any taxable income. This 
would clarify the position•. 

Existing Sec• (16) Under existing section 16(3), the income arising 
tion 16 (3). to a wife from her membership of a firm in which her hus

band is a partner, is included in the total income of the hus
band. In modern times, however, a large number of 
partnerships have coine into existence, in which the wife 
contributes substantial capital, or renders active assi,.tance 
by virtue of her professional qualifications. It is -.,ecom
mended that the provision in question should not apply 
to professional partnerships in such cases. (The case of a 
wife working in partnership with her husband as a doctor 
or lawyer may be cited as a typical example.) 

It may be noted that the provision in question was 
enacted at a time when women had no resources of their 
own and had not joined the learned professions. With the
changes in economic and social conditions that hav~ taken 
place in modern times, the provision must be modified. 
This will also be in accordance with the spirit of article 15 
of the Constitution, since it will place husbands and wives 
on an equal footing'. 

Exi,ting Sec• (17) Capital gains should be completely excluded from 
tions 17 (6) the total income of the assessee for the purposes of super-
and 17 (7). tax•. ' 

Existing Sec• (18) The correct construction of exi.sting secti® 18A 
tion 18A (5), (5) and its second Proviso should be examined, witl refer
and 111 20d ence to the alternative draft given in the notes'. ' 
Proviao. 

' Vidt the last paragraph of notes 10 dtaft clause Sg. 
• Vidt para. 40 of the body of this Repart and also note~ to dtaft clause 59{~. 
• Vidt notes to draft clause 59 (2). 
• This relates to draft clause 59 (2). 
a This relate~ to draft clause 67 {i). 
• Vsd, note~ to dralt clause 125, but para. 
'Vide notes to draft clause 222 (1). 

• 

j 



(19) A separate form 
for losses incurred by an 
wishes to carry forward'. 

~5 

of return should be prescribed ~iating Scc-
3.lliessee, which the assessee uon 22 ( 2 A). 

(20) The existing provision regarding assessment of Existiug Sec• 
registered firms, resulting in double taxation of the same ti_on 2 3 (5) a 
income to some extent, should be deleted'. (i). 

The provisions for registration of firms should not be 
administered in a hyper technical manner'. 

(21) The present anomalous position regarding assess- Exitting Sec• 
ment of companies in respect of distributed and undistri- tion 123 A. 
buted profits should be removed. The anomaly arises from 
the fact that existing section 23A of the Income-tax Act 
encourages the maximum distribution of profits, while the 
provision in the Finance Act aims at the minimum distri-
bution of profits·. 

{22) It is further recommended that a provision should ~x.isting Sec
be added to the effect tQat in passing an order under exist- tio• 2 3A. (1) 

ing Section 23A(l), the Income-tax Officers should also 
take into account the current business requirements of 
the company. He should not pass an order under the 
section if he is satisfied that having regard to current busi-
ness requirements, the declaration of a larger dividend 
would have been unreasonable'. • 

(23) An assessee should, along with his return of Eicisti.ng Sec• 
income, pay tax on the basis of his return. An order of tion 23 B (1). 
provisional assessment by tl).e !ncome-tax Officer should 
not be necessary. Such a system of voluntary payment of 
tax by the assessee will save considerable time of the 
Department•. 

(24) It should be considered whether it is necessary to Existing Sec• 
retain the concessions allowed by existing sections 25(3) ~ 25 (3) 
and 25(4), relating to discontinuance -of or succession to a . 25 (4). 
business assessed under the 1918 Act. The lapse of time 
since the 1918 Act would seem to render this provision un- i 
necessary'. 

1 This relates to draft e!ause 143 (3). 

• Vide para 65 of the body of this Report and notes to draft clause 189 
(3). 

• Vide para 65 of the body of this Report. This relates mainly to draft 
clau.1es 18gand 190. . 

1 Vide the last three paragraphs oftbe note, to draft clause 113. 

• Yule para. 54 of the body of this Report. This relates to draft clause 
rr3 (2). 

1 This relates to draft clause 145, 

' Yiu the last paragraph of not~ tp claYSe 9ft . 
l-1 Law Com./58. • _; 
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Existing Sec- (25) Appeals against assessments of income-tax in ex 
tion 31. cess of rupees one lakh should be heard by the Commis

sioner and not by the Appellate Assistant Commissioner 
as at present'. Other appeals should be heard by senior 
officers whose scale of pay is attractive'. 

Exiting &c- (26) It is recommended that a notice under section 34 
tion 3t" ~-'}; should not be issued in any case after the expiry of six
gi). ro 

I 
teen years from the end of the assessment year in which 
the income was first assessable'. 

Existing Sec
tion 40 (1). 

(27) Existing section 40(1) should not make a men
tion of trustees. It should be confined to guardians of 
minors and coltlmittees and managers of lunatics and 
idiots'. 

M. C. SETALVAD, 
(Chairman) 

M. C. Cf\AGLA, 
K. N. WANCHOO, 
P. SATYANARAYANA RAO, 

N. C. SEN GUPTA,"' 

K. SRINIVASAN, 

DURGA DAS BASU, 

Joint Secretaries. 

NEW DELHI; 

V. K. T. CHARI,• 
D. NARASA RAJU,• 

S. M. SIKRI,• 

G. S. PATHAK,• 

G. N. JOSHI, 

N. A. PALKHIVALA. 

The 26th September, 1958. 

•&sides Dr, Sen Gupta and Shri Narasa Raju and Pathak, who ane 
mentioned in the forwarding letter, Shri Chari and Shri Sikri have a4o 
authorised !he Chairman to sign the report on their behalf. 

1 See paragraph 102 above. 
• Vi.de para. fu (7) above. • 
' Yi<ie notes to draft clause 16g (1) (ii). 
• Dr.SenGuptahauigned the rcpon,subjcct to the Note,appendcd at 

the end. • 
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Interest payable by assessee in cases of underestimate etc. 
Interest where no estimate made 
Wh<'n assessee deemed to be in default 
Credit for ach,ance tax 
Exclusion of capital gains 

D-Collecti(HI QM RecOMJI 

When tax payable and when asseuee deemed in default 
Interest pay~ble when tax in default 
Certificate to Collector 

Collector to whom certificate is to br issued. 
Validity of certificate and amendmem thereof 
Amendment, cancellation or withdrawal of certificate 
Other modes of recovery 

R<"covery through State Govemment 
Recovery through Collector in Pakistan 
Recovery of Pakistan tax 
Condition for recovery of Indian tax in Pakistan or of 

Pakistan tax' in India 
Recov.-ry of Penalties 
Tax Cleatance Certificate 
Period for commencing recovery proceedings 
Recovery by suit or under other law 

Existing section 

Sec. 18A (1) (a) part. 
Sec. 18A(1) (a) part. 
Sec. ISA (1) (a) part and 

New. 
S.-Sc. t8A(1) (a) part 
Sec. 18A(1) (a) part 

(1)(b). 
Sec. 18A(2) ~ (3) 
Se<:tion 18A(4) 
Sec. 18A (5) part 
Sec. t8A (6} 
Sec. 18A (7) 
See. 18A (8) 
Sec. 18A (10) 

See. 18A (11) 
Sec. 18A (12). 

Sec. 45. 
Se.e. 46(1). 

aod 

• 

Se,. 46 (2) & 46 (7) Exp!. 
part. 

New. 
New. 
New. 
See. 46 (7} Exp!. part Sec. 

46 (5), (5A}, (3), (4) 
See. 46 (6). 
Sec. 46 (8) 
Sec. 46 (9) 

&c. 46 (10) 
Sec. 47. 

Sec. 4b A:· 
Sec. 46 (7). 
Sec. 46 (7) Ex.pl. part. 

£-Tax payabl# Un,u, prouisio,uil asmsment 

'44· --Recovery of tax payable under provisional usessmem Sec. 23 B (5). 

245. Tax paid by deduction or advance payment Sec. 23 B (6). 

CHAPTER XIX 
TAX DEEMED TO HAVE BEEN PAID ON DIVIDENDS 

246. Tax deemed to have been paid on dividends 

247. Refunds 

CHAPTER XX 
REFUNDS 

248. Person ent;1Jed to claim "'fund in ccnain sptcial cases 
Sec. 4,8 (1) 
Sec. 49 F. 
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249, Form of claim for refund, and limitation. 
250, Refund on appeal etc. 
251. Correctness of assessment not to be questioned 
252. Interest 

253. Set-off of refunds against tax remaining payable 

CHAPTER XXI 

APPEALS AND REVISIONS 

Existing section 

New. 

Sec. 48 (2) 
Sec. 48 (4) 
New. 

Sec. 49 E-

A-Appeals to tht AP/>fllrlit Assi~I Commissioner 

254. Appealable orders. Sec. 30 (1) part 
255. Appeal by partner. Sec. 30 (1) 2nd prov. 

256 Appeal by person denying liability to deduct tax Sec. 30 (1A) 
'"l5j. Form of appeal, and limitation Sec. 30 (3), 30 (2) part 
258. Piocedure in appeal Sec. 30 (1) par!, 31 (2), 31 

(2A), 31 (3) 2nd pr°"-• 31 
(5) and New. 

259. Powers of the Assistant Appellate Commissioner Sec. 31 (3) part & New. 

26o. Appealable orders 

261. Limitation 

262. Form of appeal 
263. Powers and Pr()(:edure 
264. Hearing hy Bench 

B-Ajl/llals to High Court 

265. Communication of order in appeal 
266. Costs 

267. Refund consequential on appeal 

C-Appe!W to Supreme COllrl 

268. AppeaiableJudgment 
269. Proc<":dure 

Sec. 33 (1) part. 33 (2) part 
33 B (3B) part & M:w. 

Sec. 33 (1) part, 33 (2) part 
33 B (3) part, 33 (2A) 
and 66 (7A). 

Sec. 33 (3) and 33 B (4) part 
Sec, 66 (5) patt 
Sec. 66A (1) part 
Sec. 66 (5) part 
Sec. 66 (6). 
Sec. 66 (7) prov. a7d New, 

' Sec. 66A M 
Sec. 66A (3) part, New and 

66A {4). 

D-ApJMals ID lhe Cem,al Board of Rtlllnllll 

':l.70. Appeals to the Central Board of Re~nue 

E-Revisi• b; Commis,ioM

':l.71. Revision of order prejudicial to Revenue 
272. R<":vision of other orders 

F--Ctneral 

273. Tax to be paid notwithstanding appeal 

274. E>teeution for cost, awarded by S~me Court 
.275- Amendment of a.uessment on appelll 

New. 

Sec. 33 B (t) &. 33 B (~ 
Sec. 33 A (1) part, Sec. 

33A(2) part, Sec. 331\(3) 

See. 66(7) part & 66A(3) 
1st prov. part. 

Sec. 66 A (3) 2nd pnw. 
Sec. 31 (4) & 33 (5) mO<llied, 
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276. Exclusion of time taken for ,:opy 

277, Rules by tile Supreme Court 

278. Definitions 
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CHAPTER XX!I 

Eltisting sectioD. 

Sec. 67A. 

New. 

Sec. 66 (8) & New. 

PENAL TIES IMPOSABLE BY INCOME·T AX AUTHORI1 IES 

279. Failure to furnish information regarding !Ccurities etc. Sec. 44 E (6) part 

28o. Concealment of income or improper distribution of profits Sec. 28 ( t), ('1.). 

281. Failure to give notice of discontinuance 

282. False estimate of or failure io pay advance tax. 

283. Procedure 

284. Bar against prosecution 

!!86. 

C H APT ER XXIII 

OFFENCES AND PROSECUTIONS 

Failure to make payments or dtliver returns or statements 
or allow inspection . 

False statement in declaration. 

287. Prosecution to be at instance of Iaspecting ,\%istant 

Sec. 25 (2) put 

Sec. 18 A (9). 

Sec. 28 (3), (6) and (5) 

Sec. 28 (4). 

Sec. 51. 

See. 52. 

Commissioner • Sec. 53, 

288. Disclosure of partkulars by public ser-vantll Sec. 54 (2) part, Sec. 
54 (5): 

CHAPTER XXIV 

RECOGNISED PROVIDENT FUNDS. 
Rtcogn;Jfor1 

289. According and withdrawal of rtcognition Sec. 588 (1). (2), (3) 
& (3A) ' 

2fl(). Conditions to be satisfied by recognised provident runds Sec. 58 C (r)fpan. 
' 291. Relaxation of conditions Sec. 580 (1)" .pan, sflD 

58 S (4). • 
292. Repugnancy in regulations Sec. 58C (2) 1 

Treatmelll of crmlri/mw,ru and balanw 

293. Employer's contributions whei:l. deducted in =essing his 
income 

Employer's annual contributions whea deemed to be 
income received by emplayee 

Employer's contributions exen,.pt 
Exclusion of accumulated balance and Exclusions from 

total income 

Tax on accumulated balan~ 
Deduction at soul'Ce of income-tax payable on accumu

lated balance 

Treatment of balance in newly ~•ed,~dent Funds 

New. 

Sec. 58E 
Sec. 58F. 

Sec. 58G (2)tt Sec. 7 (r) 
Exp!. 2, Jlr+v. part 

Sec. 58G(3)~,58G(r)part 

St:c. 58H. t 
~.,S.J<r),( ),(3)4:(j). 
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Subje('t matter 

Other PmJisi11ns 

300. Account of Recognised Provident Funds 

301. Appeals 

302. Treatment of fund transferred by employer to trustee 

303. Prov;sion rdating to rules 

304. Application of this Chapter 

305. D<-finitions 

Existing section 

Sec. 58 I 

Sec. 58B (4) 

Sec. 58K 

Sec. 58L 

Sec. 58M. 

Sec. 58 A 

CHAPTER XXV 
APPROVED SUPERANNUATION FUNDS 

Appro1Jal 

3o6. Approval and withdrawal of approval 

307. Conditiorus for approval 

3o8. Application for approval 

Trealmml of ltwtsl'1Un1 ar,d C1111Jributicns 

309. Income from investment 

310. Employer's contribution-de?uction fOr . 

311. Employee's contribution when exempt 

Contributions paid to employee when deemed to be 
income __ 

Deduction of 
employee 

contribution paid 

Othu Provisions 

Deduction from pay of and contributions on behalf of 

Sec. 58 O .. 

Sec. 58P part & New. 

Sec. 58Q. 

See. 58 R part 

Sec. 58 R part 

Sec. 58 R part 

Sec. 58S (1) 

rmployee to be included in return Sec. 58T 

315. Liabilities oftnzstees on ce$Sation of approval of funds Sec. 58U 

Paniculars to be fumished in respect of Superannuation 
funds 

317. Provision, relating tci ruk11 

318. Definitions 

CHAPTER XXVI 

MISCELLANEOUS 

A-MistellOMOus Prtn!W0111 

319. Bar of double taxation under the Act 

·320. Service of .notice-grneral 

Service of notice whrrc family is disrupted or firm, etc., 
is dissolved 

322. Servicr of notice in the case of discontinued busines., 

323, Marking of rxbibits 

314- Appearance by authorised re(X'elC'lltative 

Sec. 58V 

New 

Sec. 58N 

New 

New 

Sec. 25 (6) 

New 

Sec. 61 part, arid New. 
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325. Receipt to be given . 

326. Indemnity 

327- Bar of suits in Civil Court. 

Act to have effect pending legislative 
charge of tax 

329' Power to make rules 

Fint Schedule Insurance busincu 

provhion for 

Se<:Olld Schedule Procedure regarding recovery under vari• 

Existing aecdon 

See. 62 

Sec. 65 

Sec. 67 

Sec. 678 

Sec. 59 

Schedule. 

ous modes mentioned in 1ection 24-2 (1) New 

Third Scheduk Manner of recovery by distraint and sale 
of moveable property under section 
246 (6) . New 



Clauses 1-2 

APPENDIX I 

Proposals as inserted in.the body of the existing Act•. 

(This is, however. not to be treated as a Draft Bill.) 
. [ Corresponding sections of the existing Act are noted 
~n the margin, and additions to-the provisions of the exist
mg Act are shown in the text in italics·, wherever pos
sible.] 

THE INCOME-TAX ACT, 19-

CHAPTER I 

PRELIMINARY 
Section 1 
Short title; 1. (1) This Act 
extent and tax Act, 1 . 

may be called the ......... Income-

commence-
ment. 
[s. rJ (2) It extends to the whole of India. 

(3) It shall come into foree on the 1st day of April, 

i~tions 2 • 2. In this Act, unless there is anything repugnant ina 
"Agricultu: the subject or context,-
ral income" 
(s. 2 (1)]. (1) "agricultural income" means-

(a) any rent or revenue derived from land which is 
used for agricultural purposes, and is either asses
sed to land revenue in India or subject to a local 
rate assessed and collected by officers of the Gov
ernment as such; 

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

(ii) the performance by a cultivator or receiver of 
rent-in-kind of any process ordinarily emt,Joyed 
by a cultivator or receiver of rent-in-kind io ren
der the produce raised or received by him fit to 
be taken to market; or 

(iii) the sale by a cul~vator or receiver of rtnt-in
kind of the prod~e raised or received bf_ him 
in respect of which no process has been petform
ed other than a process of the nature despibed 
in paragraph ( ii) of this sub-clause; 

•In the draft clauses, references to any other draft clause have beeq, put in 
a condensed form. For example, if section 161 (b) is to be referred to, it it 
referred to on! y as " 16 1 (b )" and not as "clause ( b) of s. 1 61". The object is 
to economise space. 

References within rectangular brackets are to sections of the existing Act 
(or, in some case$ to the topic dealt wia in the section referred to). 

90 
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(c) any income derived from any building owned and 
occupied by the receiver of the rent or revenue • 
of any such land, or occupied by the cultivator, 
or the receiver of rent-.in-kind, of any land with 
respect to which, or the produce of which, any 
operation mentioned in paragraphs (ii) and (iii) of 
sub-clause (b) is carried on : 

Provided that the building is on or in the immediate (s. '"~ (r) (c) 
vicinity of the land, and is a building which the receiver provisol 
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) "annual value", in relation to any property, means "Annual 

its annual value as determined under section ............ 23 ... value" 
[Section re : determination of annual value for income [New] 
from house property]; 

• (3) "Appellate Assistant Commissioner" means a person "Appellate 
appoint~d to be an Appellate Assistant Commissioner of ~~t. 
Income-tax under section ......... 128(1} ...... [Section 5 ,, .. [llllHio(•)·J 
(3)]; • ,., ' 

(4) "approved superannuation fund" and "recognised "Approved 
provident fund" have the meanings asrigned to them in :~~uacf .. 
section . . . . 318 . . . . . . . . . [58N] and section 305 !:1 "R~
[58Al, respectively; nudd provi-

delll! fund" 
[N~J· 

(5) "a,<;sessee" means a person by whom income-tax or"M!iessee" 
super-tax or any other sum of money is payable under (s. • (2)) 

this Act, and includes-
(a) every person in respect of whom any proceeding 

under this Act has been taken for the assessment 
of his income or of tke incOflie of any other per
son in respect of which he is assessable, or of the 
loss sustained by hirri or by su.ch other person 
or of the amount of rtfund due to him or to such 
other person; 

(b) every person who is deemed 1t> be an assessee un• 
der any provision of this Act; •• 

(c).every person who is deemed tO' be an assessee in 
deja.ult undeT any provision Of this Act; 

(6) "assessment'' includes re-assessment; i~!.-J"'nt" 
(7) "assessment year" means the period of twelve "Assessment 

months commencing on the 1st day of April every year; f:!:
1 

(8) "av~r_af(e rate of income-t~' means the rate arriv• "Average rate 
ed at by dividing the amount of income•tax calculated on ofia(ome-tax. 
the total income, at the rate or rates a~licable to the total andj average 
income, by the total income: , 

7-1 Law Com./58 ' 

• 



race of aupcr
<ax" 
(New] 

"BU$iness" 
[s. 2 (4)] 

«Capital 
asset". 
[,. 2 (4-A)) 

"Central 
Board of 
Revenue". 
{s. 12 (4B)] 

• 

112 

Claue 2 

"ave-rage rate of super-ta:r'' means the rate arrii,ed at 
by dividing the amount of au.per-tax calculated 01t the 
total income on which Bll.~tax is chargeable, at tfle rate 
or rates applicable to such total income, by such total in
come; 

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

(10) "capital asset" means property of any kinlj: held 
by an assessee, whether or not connected with his business, 
profession or vocation, but does not include-

(i) any stock-in-trade, consumable stores or raw .mate-
• rials held for the purposes of his business, ;rofes-

sion or vocation; 

(ii) personal effei;ts, that is to say, moveable pr~perty 
(including maring apparel, jewellery and ~urni
ture) held for personal use by the assessee or any 
member of his family dependent on him; 

(iii) agricultural land tn In.dia.; 

(11) "the Central Board of Revenue" means thd Cen• 
tral Board of Revenue consti~ted under the Central ~d 
of Revenue Act, 1924: ; 

4of1924 , i 
"Commission- (12) "Commissio~r" means a person appointed tq_ be a 
'er". 

1 
Commissioner of Income-tax under section 128(1), [5~)]; 

$. 2 (5) . 

• "Company" (13) "company" Jlleans--
{s. 2 (5A)] 

'°Co-ope:a
tivc society". 
{s. ~ (5B)] 
.11 of 1912. 

"Director" 
"Manager", 
& "Manag
ing agent''. 
{s. 2 (SA)] 
I of 1956. 

(i) any Indian campany, or 
I 

(ii) any association, whether incorporated or no and 
whether Indian or n~·Indian, which is or w ru;.. 
sessable or was asses • as a company for the sess
ment year l!Jl7-1948 itder the Indian Inc -tax 
Act, 1922, OT Which it declared by general o spe
cial order of ithe Cent$! Board of Revenue o be 
a company for the P11Jiposes of this Act; 

(14) "co-operative society'1 ~eans a c~perative iety 
registered under the , Co-ope~"Jive Societies .Act,. 19 2, or 
under any other law. for the, tµne being in force in any 
State for the registration of ~o,.operative societies; 

(15) "director", "manager'' and "managing agen ", in 
relation to a companJI, have iht? meanings respective as-, 
signed to them in the' Comp(t'l.i~• Act, 1956; : 

' 

"Director of (16) "Director of Inspectibn" means a person ap~intw . 
Inspection". ed to be a Director of Ins_pecf:ibn under section 128( ), [5 
[s. 2 (6)] . (l)], and in~ludes a ~rson ait~ted to be •n Addi onal 
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Director of Inspection, a Deputy Dire1:tor of Inspection or 
an Assistant Director of Inspection; 

• 

(17) "dividend" includes- "Dividend". 
(a) any distribution by· a company of accumulated [s. :1 {

6A)] 
profits Whether capitalised or not, if such distribu-
tion entails the release by tb.e company to its 
share-holders of all or any part of the assets of 
the company; 

(b) any distribution by a compaJliY of debentures, de• 
benture-stock or deposit certificates in any form, 
whether with or without interest, to the extent to 
which the company possesses accumulated profits, 
whether capitalised or not ; 

(c) any distribution made to the .share-holders of a 
company on its liquideltion, to the extent to which 
the distribution is attributable to the accumulated 
profits of the comparzy immeliiately before its Ji. 
quidation, whether capitalised or not ; 

(d) any distribution by a compati.y on the reduction 
of its capital to the e~tent to which the company 
possesses accumulated profits which arose after 
the end of the previOus year ending next before 
the 1st day of April, 1933, whether such accumu• 
lated profits have been capitalised or not; 

(e) any payment by a co~pany, aat being a company 
in which the public are substantially interested 
within the meaning of sectioll 117 [23A Expl. l], 
of any sum (whether as repl'esenting a part of 
the assets of the company at Otherwise) ha way 
of advance or loan to a shareh:F,der or any payment 
by any such companyi on be or for the indivi
dual benefit of a sh$'eholde _to the extent to 
which the -company in either: Case possesses accu
mulated profits; but '1tlividend" does not include-

(i) a distribution made ~ accordance with su~ause 
(c) or sub-clause (d) in resl)ltctt of any share issu
ed for full cash co•sideratlbn where the holder 
of the share is not •ntitled In· the event of litj_ui
dation to participate in the ,shrplus assets; 

(ii) any advance or loaJ\ made= _a shareholder by a 
company in the orCfinary urse of its business 
where the lending : of mo Y is a substantial 
part of the busine$ of t.lut ,company; 

(iii). any dividend paid by a company which is set off 
by the company agpinst tht .whole or any part 
of any sum previously paid by it and treated as 
a dividend within the meaning of sub-clause 
(e), to !,he extent to which it is so set off. 

Explanation 1.-The ex~fon~' qcumulated profits". 
wherever it occurs in this , sh not include capital 
gains arising before the 1st d of . , 1946, or alter thf 
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31st day of March, 1948, and before the 1st day of April, 
1956 

Explanation 2.-The expr~ssion "accumulated profits", 
in sub-clauses (a), (b), (d) and (e), shall include all pro
fits of the company up to the date of distribution or pay
ment referred to in those sub-clauses. 

"Earned 
come". 

m• (18) ''earned income" means any income of an asses--
see who is an individual, Hindu undivided family, un
registered firm or other association of persons not being a 
company, a local authority, a registered firm or a firm as-

[1. 2 (6AA)] 

sessed under section 190(b) [clause (b) of sub-section (5) 
of section 23)-

(a) which is chargeable under the head "Salaries"; or 

(b) which is chargeable under the head "Profits and 
gains of business, profession or vocation" where 
the business, profession or vocation is carried on 
by the assessee; or , 

(c) which represents the share in the profits and .gains 
of a firm, where the assessee is a partner actively 
engaged in the conduct of the business, profession 
or vocation of the firm; or 

(dJ which is chargeable under the head 'Other sour~ 
ces' if it is immediately derived from personal 
exertion or represents a pension or superanmlation 
or other allowance given to the assessee in respect 
of his past services or the past services of any de~ 

• ceased person; 
but does not include any .wch income on which 
no income-tax is payable under section 87(iil) (iv) 
and (v) [sub-section (2) of section 14.]. 

Explanation.-Where any such income is, though it 
is the income of another pet:'S0n, ...... included in tht as-
sessee's total income under the provisions of th,is 4,ct, it 
shall be regarded as earned income in the hands t)f the 
assessee; ... 

"Firm", (19) "firm" "partner" and "partnership" have thi; same 
;;~tner and meanings respectively as in the Indian Partnershi Act, 
ship"~er- 1932: provided that the expression 'partner' include any 
[s. 2 (6B)} person who being a minor has been admitted to the: bene-
9 of1932, fits of partnership; " 
"Income". 
[s. I! (6C)] 

(20) "income" includes

(i) profits and gains: 

(ii) dividend: 

(iii) thf:? value of any perquisite or profit in 
salary taxf1b1e under section 17, clauses 
(4) [7, Ex~Is. 1 & ,2]; 

• 
lifU of 
(3) and 

, , 
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(iv) the value of any benefit or perquisite, whether 
convertil?le into money or not, obtained from 
a company either by a director or by any other 
person who has ·a substantial interest in the 
company, . . and any sum paid by any such 
company in respect of any obligation which but 
for such payment would have been payable by 
the director or other person aforesaid; 

(v) any sum chargeable to income-tax under section 
41(2) [second and fourth provisos to clause (vii) 
of s. 10(2)] or under section 41 (3), [the second 
proviso to clause (xiv) of sub--section (2) of sec
tion 10] and any swn chargeable to income-tax 
under section 41 (1) [sub-section (2A) of s. 10] 
or under section 62(1) [sub-section (5) of sec
tion 12]; 

(vi) any sum chargeable to incowe-tax under section 
28(ii).. .[sub-section (5A) of s. 10] or under sec
tion 28(iii) [sub-section (6) of section 10]; 

(vii), any capital gains chargeable under section 45 . 
'[section 12B(l), main para, part dealing with 
charge]; 

(viii) the profits and gains of any business of insurance 
carried on by a mutual insurance association or 
by a co-op·erative society, computed in accord
ance with section 44 [Rule 9 in the Schedule] 
or any surplus taken to be such profits and gains 
by virtue .of that provision : 

(ix) any contributions and intE?1'est thereon, paid to [New) 
an employee by an appr0t1ed superannuation 
fund, to the extent provided in section 312 [58S 

• (1)) ; 

Explanation.-In this clause, the expression "person 
who has a substantial interest in the company" means a 
person who is concerned in the manqgement of the busi• 
ness of the company, being the ben~l owner of shares, 
not beinij shares entitled to a fixed rate of dividend whe• 
ther with or without a right to participate in profits, car,. 
rying not less than twenty per cent. of the voting power. 

(21) "Income-tax Officer" means a person appointed "!ntome-1ax 
to be an Income-tax Officer under section 128(1) or 128(2) Offil::[ "'i'i· 
[5(3)]; ,. ' (7 

(22) "Indian company" means a company formed and "Indian com
registered under the Companies Act, 1956, and includes- pany". 

[s. ~ (7A)) 
(i) a company formed and registered under any I of 1956. 

previous companies -law for 1he time being in 
force in any part o~ India (j:)ther than the State 
of Jammu and KasJ♦n,ir); ; . I , 



(ii) 

96 

Clause 2 

in the case of the State of Jammu and Kashmir, 
a company formed and registered undtr any 
other law for the time being in force in that 
State; 

Provided. ......... . .... the registered office of the 
"fnspec1ing company in all cases is in India. 
Assi,tant (23) "Inspecting Assistant Commissioner" metns a Commis• 
sioner". person appointed to be an Inspecting Assistant CQmmis-
[s. 2 (6D)] sioner of Income-tax under section 128(1) [5(3)]; 
"Inspector :;r (24) "Inspector of Income-tax" means a person ap--
:~c;(tF.\j • pointed to be an Inspector of Income-tax under section 128 

• (2) [5(3)]; 
"Magis1 rate". 
[s. 2 (8)] 

"Non-rcsi• 
dent''. 
[New] 
••Person''. 
['· 2 (9)) 

"Prescribed". 
[s. 2 (10)] 

"Previous 
year"'. 
[New] 

"Principal 
officer"." 
[s. 2 (12)) 

(25) "Magistrate" means a Presidency Magistrate, or 
a Magistrate of the first class .... 

(26) "non-resident" means a person who is not a "resi-
dent".; • 

(27) "person" include~

(i) an individual, 

(ii) a Hindu undivided family. 

(iii) a company, 

(iv) a firm or other as1ociation of persons, w4ether 
incorporated or not, or the·partners of the firm 
or the members of the association indivicfually. 

(v) a body of ind.ividU4ls, whether incorporat1d or 
not. 

(vi) a local authority, and 

(vii) every artificial juridical person, not falling ,with~ 
in sub·clauses (i) to (vi). 

(28) "prescribed" means prescribed by rules mi un
der this Act; 

(29) "previous y~r" meqns previous year as ned 
in section 5 [section fefining previous year, placed • • the 
draft after section 4]; i 

. I 
(30) "principal offioer", uSEJi with reference to a I local 

authority or a compaJJ.y or afly other public body ot any 
association, means-

(a) the secretary, treasurer, manager or agent ~f the 
authority, company, body or association, or: 

(b) any person connected with the authority, ·com
pany, body, or asS4)Ciation upon whom the In~ 
come•tax qlicer h¥, served a notice of ~ in~ 
tention of feating p:tlm as the principal qtttcer 
thereof; i ! · 

i I I 



(31) "public :.ervant" has the same meaning as in the "Public er-. 
va:11" Indian Penal Code, 1860; [s. 

2 
{i'Ud-

45 of 1lll'io 
(32) "registered firm" means a firm registered under "lt.egistercd 

the provisions of section 192 (a) or under that provision finn". 
read with section 191 (7) [26A embodied in sections in the (s. 2 (i4)J 
chapter on firms dealing with registration}; 

• (33) "regular assessment'' means the assessment 
made under section 147 or 148 [23(1) to ~5)1; 

(34) "resident" means a peTson who is resident 
India within the meaning of section 6 [ 4A]; 

........ ".R.tgular 
assessment". 
[s. 18A (5), 
m•in para, 
p,,,J 

in "Resident". 
(New) 

(35) "tax'' means income-tax and super-tax chargeable "Tax". 
under the provisions of this Act; [New] 

(36) "total income" means total amount of 
come. referred to in section 4 (4(1)] computed 
the manner laid down in this Act; 

(37) "t l Id • " • l d ll • "°f.otal world ota wor mcome me u es a mcome, ........... ino:,me" 
wherever accruing or arising, except i11-comes which are not [$. , 2·c,5) 
included in the total income under an,,i of the provisions of part]" • 
Chapter III [Incomes which do not fi:itm part of total in-
come] and except any capital gain which is not includi-
ble in the total income of an assessee; 

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

a "Unregister
ed, fu-m". 

CHAPTER II 

BASIS OF CHARGE 

(s. ~ (16)) 

be charged for any assessm.e1it year ♦t, any rate or rates, rge or 111• 

(1) Where any Central A~ enacts ~at income-tax shall ~; ion 3. 

income-tax at that rate or thq.e rates:sball be charged for co e-tax. 
that year in accordance with, and subjept to the provisions C • 31 
of, this Act in respect of the iotal in¢JJle of every person i 
of the previous year or years, as the qa1e may be, for that : 
assessment year : 

Provided that where by virtue of any provision of this 
Act income-tax is to be chargeird in respect of the income of 
a period other than the previous year, income-tax shall be 
charged accordingly. 

(2) In re$"f>ect of income chargeable under sub-section 
(1), income-tax shall be ded~~~ at41 source or paid in 
advance, where it i3 so dedUJftible . payable under. any 
provision of this Act. · ' 
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Clause 4 

~tion,4 
1 

(1) Subject to the provisions of this Act, the total m-
.xope o tota f • f h ~, t income. ~ome o an)'. prev10us year 'O a person w o is a re;;,uen 
Residents. mcludes all mcome.. . .... from whatever source 

( s.4 (1) (a), 
part) 

{s.4(1)(b)(i)] 

[a.4( 1)(b)(ii)) 

[s.4 (1) {b) 
iii)] 

f,. 4 ( <l E"PI. 
4, read wJth 
!. 4(1)(b)(iii) 
and a.2(14A)J 

[Do] 

derived which-
(a) is received or is deemed to be received in India in 

such year by or on behalf of such person; or 

(b) accrues or arises or is deemed to accrue or arise to 
him in India during such year; or 

(c) accrues or arises to him without India during such 
year; or 

(d) having accrued or arisen to him without Indi4 be
fore the beginning of such year and after the 1st 
day of April, 1933, is brought into or received. in 
India during such yeat by him or on his behalf; or 

(e) having accrued or arisen to him in a merged terri
tory other than Cooch~BehaT afrier the 1st day of 
April, 1933, and before the commencement of the 
previous year fM the <Usessment year 1949-19&0. is 
brought into m- received in any part of India ~ther 
than that merged territory during such yellr by him 
or on his behalf; or • 

(f) having accrued or arisen to him in a territory which, 
immediately before the 1st day of Novdiber, 
1956, was comprised in a Part B State other 
than J ammu and Ka.sh.mir, 01' in the merged terri
t01'1J of Cooch-Behar, a~er the 1st day of April~ 1933 
a~d before the commencement of the previous.year 
for the assessment year 1950-1951, is brought into 
,or received in any pa11 of India other t1ian that 
territory or merged territory during su.ch year by 
him or on his behalf; en 

(g) having accrued or arisen to him in the Statf of 
Jammu and Kashmir after the 1st day af .,_pril, 
1933, and before the commencement of the pret,aious 
year fCYr the assessment year 1954-,1955, is hrqught 
fnto or .,.eceived in anJI part of India other thaft the 
State Of Jammu and Kashmir during such yetir by 
him 01' on his behalf. ' 

. (2) Subject to the provisions of this Act, the tot•l in-
rs~~·0)11!t ~ome of any previous year of a person who is a non-resjdent 
parl, ands. 4 mcludes all income...... . from whatever 
(1) (c)] source derived which-

(a) is received or is deemed to be received in India in 
such year by 9r on behalf of such person; or 

(b) accrues or arii,es or is ,deemed to accrue or arise to 
him in India during ~eh year. 
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Clause, 4-5 

(3) Income . . . . . . . ......... accruing or arising without ~,:_j( 1), 
1 India shall not be deemed to be received in or brought into """t"'an. 1 

India within the meaning of this section by reason only of 
the fact that it is taken into account in a balance sheet pre• 
pared in India. 

(1) For the purposes of this Act, "previous year" Section 5. 
Previous year means-

• • • • •• • • [s.2(11)(i)(a) 

(a) the financial year immediately preceding the as• maic para, earlier part} 
sessment year; or [u(i i)(i)(a) 

(b) if the accounts of the assessee have been made up main para, 
to a date within the said financial year,. . ......... latter part) 
then, at the option of the assessee, the twelve 
months ending on such date; 07" 

(c) in the case of any person. business or company or [e. 2 (11) (i) 
class of person, business or company, such period (b}] 

as may be determined by the Central Board of Re-
venue or by any authority authorised by the Board 
in this behalf; or 

(d) in the case of a business, profession or vocation ...... ~s. 2 (11{ (i) 
........ newly set up in the said financial year, the cJ, riain 

period beginning with the date of the setting up of para 
the business, profession or vocation and-

(i) ending with the said financial year, or 
(ii) if the accounts of the assessee have been made up 

to a date within the said fin.and.al year, then, at 
the option of the assessee, ending on that date, or 

(iii) ending with the period, if any, determined under 
clause (c), 

As the case may-be; or 
(e) in the case of a business, profession or vocation [s. 11 (ii) (i) 

newly set up in the twelve ,nonths immediately [c>~ Prov., 
preceding the said financial year- ancr part] 

(i) if the accounts o1 the assessee have been made 
Up to a date within the said financial year and 
the period from the date of the setting up of the 
business, profession.or vocation to such date does 
not exceed twelve months, then, at the option of 
the assessee, such period, or 

(ii) if any period has been determined under clause 
(c), then the period beginntng with the date of 
the setting up of the business, profession or voca
tion and ending with that period. 

As the case may be: 
(f) where the assessee Ls a partner in a firm and the (s. 2 (n)(ii)] 

firm has been assessed as such, then, in respect of 
the assessee's share of the income .................... of 
the firm, ........................ the ~~iod determined as 
previous year for th~~ of the income ..... . 
··················of the fi·r· I ' 



[ Schedule, 
Rule 5 (i)J 

4 of 1938 

3! ofJ956 

[s. 2 (11) (i) 
(<'), Prov., 
.-arlier part] 

[s. 2 (11) (i), 
opening 
!ine~J 

[s. 2 (11) (i) 
(a}, Prov.J 
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Clauses 5-6 
(g) in respect of profits 4nd gains from life insuranc-e

business, the year for which annual accounts are re
quired to be prepared under the Insurance Act, 1938, 
or under that Act as read with section 43 of the
Life Insurance Corpof'atbon Act, 1956, immecfutely 
preceding the assessment year .. 

(2) Where an assassee has newly set up a bu.sinesi, pro
fession or vocation in the said financial year and his acaounts 
are made up to a datt in the assessment year in respfct of 
a periOd not exceeding twelve months from the date of such 
setting up, then the assessee shall, in respect of that bu.s-i
ness, profession or vocation, at his option, be deemed td have· 
no previous year for the 5aid assessment year u.ndei sub• 
clause (i) of clause (d) iof sub-.section (1); and such option 
shall, in relation to the immediately succeeding asses.tment 
year, have effect as an option exercised under sub-clause 
(i) of clause (e) of sub-section (1). 

(3) Subject to the other provisions of this sectio,, an 
assessee may have different previous years in respt1ct of 
separate sources ,of his income. 

(4) ........ Where in respect of a particular sburce· 
of income. . ... or .................. in respect of a busJness,. 
profession or vocation newly set up, an assessee has1once
exercised the option uncJ,er clause (b) or sub-clause {li) of· 
clause (d) or sub-claUle (i) of clause (e) of sub--sectidn (1) 
or has once been assessed, than he shall not, in respf. of 
that source, or, as the case nt4y be, business, orofessi n or 
vocation, be entitled to vary the meaning of the expr ion 
'previous year' as then applicable to him, except wit the 
consent of the Income-tax Offit::er and upon such cond ions. 
as the Income-tax Officer may fhink fit to impose ..... . 

Senion 6 
RNidence in 
India 

For the purposes o~ this /\ct-

(1) any individual is residtnt in India in any pre"flous 

(s. -!A (a)(i)] 

[s. 4A(a)(ii)] 

[s. 4A(1)(W)] 

year. if he-
1 

(a) is in India in that year for a period amoun;i' g in 
all to one hun4f,red and 4ighty-two days or mo ; or 

(b) maintains or eauses to be maintained for • a 
dwelling place in Ind~ for a period or iods. 
amounting in all to one hundred and eightj-two 
days or more in that year and has been in Jndia 
for any time in that year; or • 

(c) having within the four years preceding that ear. 
been in,Jndia for a period or periods amounti g in 
all to three h~ed ~Fixty-five days or mo e, is 
in India for a • d • a'l'llOUnting in I to-
thirty days or more t year; 

- ' 
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eta.uses &-8 

(2) a Hindu und1v1ded f~ly, firm or other associa- (1 , 4A (b)l 
hon of persons 1s resident m India in- any previous year, 
unless during that year the cantrol and management of its 
affairs is situated wholly without India; 

(3) a company is resident Jn India in any previous year, (s. 4A (c)J 
if---,. 

(i) it is an Indian compally; or 

(ii) during that year the control and management of 
its affairs is situated wholly in India; 

( 4) every other person is Tesident in India in any pre- [New] 
vious year, unless during that i,ear the control and manage-
ment of his affairs is situated wholly without India; 

(5) if a person iS Tesident in IndU, in a previous year [ New ] 
relevant to an assessment year in respk!'ct of any source of 
inco:-ne, he shall be deemed ta be re.rirle-nt in India in the 
p1·eviou.s- yea1· relepant to the assessment year in respect of 
each of his other sources of i11COme; 

(6) a person is "not ordinarily regident" in India in (s. ◄B(a)(b)] 
any previous year if such person is-

(a) an individual .....• who has not been resident 
in India in nine out of the teDI previous years pre-
ceding that year. or ............ has not during the 
seven years preceding ~hat yeap- been in India for 
a period of, or period!il amounting in all to, seven 
hundred and thirty da7ts or m<We; or 

(b) a Hindu undivided family ...... : ..... whose manager 
has not been resident in nine out ,of the ten previous 
years preceding that ~ar, or has not dunng the 
seven years preceding ~hat y~r been in India fm· 
a period of, or period• amoun i-ng in all to, seven . 
hundred and thirty daJts or , 4; ~ 

The following incomes shall be de,med to be received s,~ 7 
h • ~ e m t e prev11ous year- • d ed 

10 
be 

(i) the annual accretion ix. the pn?Vious year t6 the l't'ce· ed. 
balance at the credit <!f an employee participating C Ne 1 
in a recognised provid.nt fundl to the extent pro- ' 
vided in section 294 [58E]; 

(ii) the transferred balance in a recognised provident 
fund, to the extent vrovided in section 299(3) 
[ 58J ( 3)]. • S«<if>n 8 

For the purposes of inclusion in the total income of an ~~:~nd 

assessee, any dividend shall bf! deem~. to be income of 
1 

~' 

the previous year in which ~t is~~• er 1~ o~ distributed~ ,2,.. 
or deemed to have been paid, 

1 
__ 1ted distnbuted ......... cuti IJllllll 



Section 9 
Income 
deemed 10 

accrue or 
arise in India 
{s. 42 (1). 
mal!;J para, 
eadier half) 

{s.42{3)] 

{ s. 4 (1), 
Exp!. 2] 

[s. 4 (r), 
ExpJ.3J 
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Clauses 9-11 

The following incomes shall be deemed to accrue or 
arise in India-

(iJ all income accruing or ansmg, 
whether directly or indirectly, through or from any 
business connection in India, or through or from 
any property in India, or through or from any asset 
or source of income in India, or through or from any 
money lent at interest and brought into India in 
cash or in kind or through or from the sale, ex• 
change . . . . . . transfer or relinquishment of a 
capital asset situate in India. 

E.xplanation.-In the case of a business of which all the 
operations are not carried out in India, the mcome of the 
business deemed under this clause to accrue or arise in 
India shall be only such part of the inoome as is reasonably 
attributable to the operations carried_ out in 
India. 

(ii) inc::>me which falls under the head "Salaries'' ... 
........ , if it is earned in India : 

Provided that any pension payable ~utside India to a 
person residing permanently outside India shall not b':! 
deemed to accrue or arise in India, if the pension is payable 
t~ a person referred to in article 314 of the Constitution or 
to a person· who, having been appointed before the 15th 
day of August, 1947, to be a Judge of the Federal Court or 
of a High Court within the meaning of the Governmmt of 
India Act, 1935, continues to serve on or after the cOmml?nCe• 
ment of the Constitution as a Judge in India; 

(iii) a dividend paid by an Indian company without 
India, ... . ... . to the extent to which it has 
been paid ollt of profits subjected to income--tikx in 
India. 

~ti?n 1° For the purposes of section 4(l)(b) (4(1) (b) (i)], where' 
b;'::1~~~~;:i. a husband is not resident in India, remittances receiv4:d by 
dent husband or an behalf of his wife resident in India out of any p4,rt of 
{ s 4 (2) 1 his income which is not included in his total income :shall 

• hE" deemed to be income accruing in India to the wife.; 
' CHAPTER III 

INCOMES WHICH DO NOT FORM PART OF TO'I?AL 
INCOME 

Section 11 In computing the total in.com.e of a previous year of 
~ncomes no1 any person, any income falling within any of the follOWing 
mdu~ed m clauses shall not be included theTein-
101a1 1nc0me 
Agricuhural (1) agricultural income; 
income. 
[s. 4(3)(viii)) (2) any sum received by an individual as a mEtnber 
Income re• of a Hindu undivided. fanuiy, where such sum has ,been 
ciei\"ed aa paid out of the ineo!pe of the· family, or, in the case of 
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Clause 11 member of 
Hindu undi

any impartible estate, where such sum has been paid out vidod family 
of the income of the holder of the estate belonging to the [s. 14(1)] 
family; 

(3) any receipts which are of a casual and non-recur- Casual recei-
ring nature, unless they are- pts. 

(. . I . h bl d h . . I {s. 4-(3)(vii)l 1) capita gams, c argea e un er t e prov1s1ons o 
section 45 [12B, part te: charge]; or . 

(ii) receipts arising froi:p business or the exercise 
of a profession, vo~tion or occupation; or 

(iii) receipts by way of addition to the remuneration 
of an employee; 

(4) in the case of a resident-~ Foreign 

cha . inc:ll!lle of 
(i) the unremitted foreigR in.come rgeable to in- resi4enu. 

come-tax under clause (c) of sub-section (1) of 
section 4 [section 4 (b) (ii)], subject to the follow-
ing limit, that is to say,- [s. 4 (1), 3rd: 

--1 
(a) the amount not to be included in the total inc011U!! 

by virtue of this sub-clause sJi.ait not exceed four 
thousand five hundred rupees; and 

(b) where any part of such unremitte& foreign income 
consists of salaries paid by the Government, a lo
cal authority or a corporation established by a 
Central, State or Provincial Act, the amount of 
such salaries not to be included as aforesaid shall 
be further limited to a sum calculated at· the rate 
of one thousand rupe~ for each month of service 
in respect of which the salaries are received ab
road; 

(ii) any income accruing or ari..'ttng outside India and [s. t(il 4,s 
................. . chargeable to incotne-tax by virtue of proVU10' 

clause (d) of sub-sectitn (1) of section 4 [4 (1) (b) 
(iii)], if he was a n<>11-resident in two out of the 
three years immediately preceding the previous 
year; 

(iii) where the case does not fall itnp'.er sub-clause (ii), [s. 1(1). 5th. 
income accruing or arising ouqride India and char- pro,fiio] 
geable to income-tax t.Y virtMt .of section 4(1) (d) ! 
[4(1) (b) (iii)l, if witi-.ut three. months of the date i 
of receipt in lndia of such inOOme ............ the as- 1 

1 
sessee makes paymen• of the· dmount of income- ' 
tax, interest or penaltJI or other sum, if any, due 
from him on such date; 

(iv) if S!,LCh person ~s not ord~arily resident in India [,. +(1), 
dunng the previous year, mc~e ......... which ac- provuo) 
crues or arises to him without India ............ and 
is neither derived from a business controlled in 
ol' a profession or a Vk)Cation t•t up in India nor 
brought into or recei\lled in n.dia by him during 
the previous year; i • 
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C!aue 11 

(5) in the case of a non-resident-

(i) any income from interest on, or from premittm on 
the redemption of, any bonds issued by the Central 
Government under a loan agreement between the 
Central Government and the International Bank 
for Reconstroction and Development, or by any 
industrial undertaking or financial corporation in 
India under a loan agreement with the said' Bank 
which is guaranteed by the Central Government' 
············• 

(ii) any income from interest payable without India 
on a loan issued for public subscription before the 
1st day of April, 1938: 

Provided that ................. .income ............ referred to 
in sub-clause ( ii) aboce sbaU be included in the total world 
income of the non-resident: 

·Tra~d con• ( 6) subject to such conditions as the Centrai Gcivern• 
~~i~n for ment may prescribe, the value of any travel concession or ;;. 7· via assistance .received ~y or due to any person, ~ein~ a citi
-~ara 1€N ) zen of India, from h11; emplo:ter for himself, his wife and 

children, in connection with bis proceeding on leave ~ his 
home-town or village in India; : 

Foreign 
nationals of 

•[s. 4(3) (via), 
para (a)J 

1q(3)(x)(d)) 

(7) in the case of an individual who is not a ditizen 
India- ! 

(i) subject to such conditions as the Central Gqvern
ment may prescribe, ;pllSsage moneys or the~alue 
of any free or concesfional passage received ,y or 
due to such individual from his employer fo :J ... him
self, his wife and children, in connection wip-1 his 
proceeding o~ home Jdave out of India; i 

(ii) the remuneration r~wed by a Consul ieral, 
Consul. :Vice Consul or Consular Agent of a f eign 
State . . . . ........ fron'lisUch State for service • such 
capacity; i 

(iii) the remuneration received by an employee the 
consulate of a foreigti State ............ from such 
State for service in su~•capacity ; 

(iv) the official saltry of a ,$-ade Commissioner or ther 
official represimtative1 in India of a foreign tate, 
if the official Jalary of the corresponding offi al, if 
any, of the Central Government resident for,simi
lar purposes in the country concerned is similarly 
exempted frotn paymlmt of income-tax or SU.per• 
tax or any cotresponding tax in that country; 

(v) the offi.cial salary of a member of the staff Df a 
Trade Commi45ioner or .official representative ~fer
red to in sub-clause (i11), when such memb r is 
a subject of tl,e counfh' represented, if the o • l T I· 
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Clause -11 

salary of the members (# the staff of the correspon
ding o;tJicials of the C◄ntral Gct,ernment is simi
larly exempted from paymen& of income-ta.x or 
super ta.x or any corresponding ,ax in that country; 

(8) the remuneration received. by llll employee of a Employee of 
foreign enterprise for services tendered'. by him during his fo,:ei!!)l enter
stay in India, provided the fallowing ctmditions are fulfil• Pc"~

1
• )( . ll led- s. 4 s ,i;1v 

(i) the foreign enterprise ii not engaged in any trade· 
or business in India; 

(ii) the employee is not a citizen of India; • 
(iii) his stay in India does not exceed in the aggregate 

a period of ninety days in suth previous year; 
(iv) his stay in India did not exceed in the aggregate 

a period of ninety day• in any fi,?lancial year prior 
to the previous year; and 

(v) such remuneration is not liabie to be deducted 
from the income, of the empLoyer charge-
able under this Act; 

ries" , ............... for services'r♦ndered _by an individual. nici s .. 
(9) the remuneration, char9eable u•der the head "Sala- rore~ tech-

_who is not a citizen of India, ,-s a te¥ician in the emp-, (s~i 3){1Uvla) 
loyment of Government or Q,f a local aµthority or of any m para • 
-corporation set up under any J;pecial )ai,v or in any busi-

the four financial years imm iately freceding the finan-
ness carried on in India, if he1:was not resident in any of 

dal year in which he arrived India,; tlo the extent men-
tioned below-

(i) .... ....... where a contralct of stf:'Yice was approved. [~{ll:)(x~vaj• 
by the Ce~tral q-ove"'11ent bitf9re the colJl:mence- 2 prOVtso 
ment of his service ............ s h:. remtmeratton due , 
tp or received by h in dual during the I 
financial year in whic he a • in India and the 
two financial years n fol • ; ~ 

(ii) in other cases, such , n«ra due to or receiv- [1-4 )(xiva), 
ed by such individual or the • od of three hun• 111 ao) 
dred and sixty five d ys in a l • commencing from , 
the date of his arriva ........... , ; 

Explanation 1 : -F01' the ipurpos- '?f this clause, ser~ [Net] 
-vices- rendered by an individ14'.ll in tion to a business 
in India before 'its commence,hent s t be deemed to be ~· 
services rendered by him in ar·ne darried on in India. 

Explanation 2 : -"Techni " m s a person having (s.4 )(xiva) 
-specialised knowledge and ex ience • constructional or n.J 
manufacturing operations, or min· or in the genera-

1 tion or distribution of electri ity or other form of 1 
power, who is employed in I dia in ,capacity in which : 
such specialised knowledge and expltrlence are actually ; 
utilized: 

Provided that, in relation to- (Cf .. 13(1), 
(a) a person to whom sub,,clause (i) of this clause ap• Fin ce A:ct, 

P lies -ond whose cont~t of w.· e was a-nnt't'\o•ed 195 ! which 
G 

l:'I:'. -v con nues the 
by the Central °" ment tfore the 1st day ·tion .,. 
of March, 1958, or . ,_ __._. 
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Clause 11 

(b) any other person who arrived in India before the 
1st day of April, 1958, "technician" means a per
son having spec'iaUsed knowledge in imdu.strial 
arts and sciences and having experience in indus
trial practice who is employed in India in a capa-
city in which such specialised knowledge a1id ex
perience are actually utilized. 

Persons wot• (10) (i) in the case of an individual who is assigned 
king under to duties in India in connection with any co-operative te
Tr.chnical chnical assistance programmes and projects in accordance 
Assistance h d h C Propammes wit an agreement entere into by t e entral Govern-
[ ( ) ( )l ment and the Government of a foreign State (the terms 
s. 4 3 ~ whereof provide for the exemption given by this clause)-

(a) the remuneration received directly or indirectly 
from the Government of that foreign State for 
such duties, and 

(b) any other income of such individual which accrues 
or arises outsi:de India, and is not deemed to ac
crue or arise in India., in respect of whic1t. such 
iniiividual is required to pay any income or social 
security tax to the 'Government of that foreign 
State; 

(ii) any income of the members of the family oj such 
individual accompanying him to India, whfch ac
crues or arises outside India. and is not .deemed 
to accrue or arise in India, in respect of :which 
such member is required to pay any income or • 
social security tax to the Government of that 
foreign State; 

Death-cum• (11) any ....... death-cum--retirement gratuity r,ceived 
rdirement under the revised Pension Rules of the Central Govem
gramity. ment or under any similar scheme of a State Govemment, 
[s.7{i), Exp!]. a local authority or a corporation established by a 4entral, 
:i,-Prov.,part State or Provincial Act; 

Payment (12) any payment from a provident fund to whj.ch the-
from a Provi- Provident Funds Act, 1925, .applies; , 
dent Fund. • 
19 of 1925 
[5.7(1), Expl. 
2 pi-ov., part) 

Accumulat~d (13) the accumulated bcla.nce due and becom"i~g pa.t,·· 
balanc~ 111 able to an employee participating in a recognise otri-
~~,d~:td dent fund, to the extent provided in section "296 [ (2)];. 
fund. 
[New] 
Payment (14) any payment from an approved superanfluation 
from fund made on the death of a beneficiary or in lieu of or 
approved in commutation of an annuity, or by way of re;td of 
supnannua- d h f b fl • J Mn fund. contributions on the eat o a ene c1ary or on eav-
[,.7(1),Expln. ing the employment in connection with which the fund is. 
2 , prov., part) established; 
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(15) any special allowance or benefit, not being in Alk,wance 

the nature of an entertainment allowance or other perqui~ for expen,es 
site within the meaning of section 17, clause (3) [7(1)], (s. 4(3)(vi)] 
specifically granted to meet expense,s wholly and exclu• 
sively incurred in the performance of the duties of an 
office or employment of profit, to the erx:tent to which such 
expenses are actually incurred for that' purpose; 

(16) (i) interest on the 10 year Treasury Savings De- Intes:e,t. 
posits Certificates or the monthly payments on the 15 year [$.4{3)(xvii) J 

• Annuity Certificates issued by or under the authority of 
the Central Government for an amount not exceeding the 
maximum amount which is permitted to be invested 
therein; 

(ii) interest on deposits in Post Office Savings Bank. &.4(3)(xviia)1 
Post Office Cash Certificates, Post Office National 

(iii) 

Savings Certificates and Post Office National Plan 
Cellltificates for amounts not exceeding in each 
case the maximum amount which is permitted to· 
be deposited or invested therein; • 

interest on securities held by the Issue Depart• (s.4(3)(xvili)l 
ment of the Central Bank of Ceylon constituted 
under the Ceylon Monetary Law Act, 1949; 

(iv) interest payable- ~~£t\1 (a) by Government or a local authority on moneys 
borrowed by it from sourc~ outside India from 
any non•resident or from any institution estab
lished outside India; 

(b) by an industrial undertaking in India on moneys 
borrowed by it under a loan agreement entered 
into with any such financial institution in a 
foreign country as may be approved in this be
half by the Central Government by general or 
special order; 

(c) by an industrial undertaking in India on any 
moneys borrowed or debt incurred by it in a 
foreign country in respect of the purchase out. 
side India of capital plant and machinery in any 
case where the loan or debt is approved by the 
Central Government, having regard to its terms 
generally and in p•ticular to the te.rms of its 
repayment; 

(17) scholarships, granted to meet the cost of educa- "-L I hi 

.:. ..,.,.o an ps 

1,,on; (New] 

(18) any income chargeable under the head "Income ~:i~~~ of 
from house property" in respect of a building the erection No. s7SF(fo• 
of which is begun and completed between· the 1st day come-tax) dt. 
of April, 1946, and the 31st day of Mareb, 1956, (both dates ; 1 • '9!l2om 
inclusiv~), for a period of two years fZDtn the date of such n ~ding 
completion; - [,.4 )(Kil)) 

8-1 Law Com./58. 
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Dailyj!owa- (19) any daily allowance received by any person by 
:Cr: orPi:rlia: reason of his membership ot Parliament or of any State 
ment and Legislature or of any Committee thereof; 
other Legis!a- (20) any payment made whether in cash or in kind 
tures ' , 
{s.4(3)(xix}] by the Central Government or any State Government in 
Gallantry pursuance of gallantry awards instituted or approved by 
awards. .. the Central Government; 
~tJ?;~;L (21) any amount receiveQ by the Ruler of an Indian 
[S. 4 (3) (x) State as privy purse under article 291 of the Constitu-
(a)] tion • 

' 
~cal autho- (22) (i) income of a local authority chargeable under 
nues. ... the head "Interest on securities", "Income from house pro
~~~ (3) (,u), perty", "Capital gains" or "Income from other sou.roes''; 
[S. 4 (3) (iii) (ii) income from a trade or business carried on by a 
par1J local authority whid. accrues or arises from the SU.pply 

of a commodity or service within its own jurisdictional 
area; 

• Scientific R(',, (23) any income of a scientific research association for 
s1;ar~h A5so- the lime being approved for the purposes of section 35(1) 
<
1
gauo(n).(xiii)] (ii) [10 (2)_(x~ii)J which is applied solely to the purpo$es of 

4 3 that association; 
Edu~tional (24) any income of a University or other educa,J:ional 
Instnutions. institution e.risting solely for educational pu'l'noseS and 
[New} ' . ·r 
[See item 12 not for purposes of profit, 
of No1ifica-
tion No. 878F 
(Jncom,:-1a>1C) 

""""' 21-3 -22) (25) any income chargeable under the hea~ "Interest 
Certain inco- on securities", "Income from house property" and' "In
m~ of Trade come from other sources" of a registered trade Union 
U_mons. . within the meaning of the Indian Trade Unions Act,' 1926, 
l!• 4_(3}(~a)} formed primarily for the purpose of ree:ulating the: rela-
1 01 1

9
2 tions between workmen and employers or between Work-

men and workmen; 

1 f (26) (i) interest on securities which are held by, or 
P~~~~nt O are the property of, any provident fund to which the 
and superan- Provident Funds Act, 1925, applies, and any capital gains 
nuation funds of the fund arising from the sale, exchange or transfer of 
(S. 4(3){iv)] such securities· • 
19 of 1925 ' 
(s. 4{3)(ix)J (ii) any income received by trustees on behalf Qf a 

recognised provident fund; , 

(iii) income of att approved superannuation funJ, to 
(New] the extent provided in section 309 [s. 58R, main Pata]; 

(27) any income. of a member of a Scheduled t'ribe, 
~~~uled as defined in clause (~5) of article 366 of the Constitjition, 
rt 4(~)(xxi)J residing in any area specified in Part A or Part B Qf the 

table appended to paragraph 20 of the Sixth Sched~le to 
thi: Constituti<?n, or in

1
the Uni9-n Territori~ of M~nip and 

Tnpura, provided ...... ,..... such member is not m th ser-
vice of Government. • 
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(1) Subject to the provisions of sections 63 to 66, [16 f'tion u 1ll. 

(1) (c)], the following income shall npt be included in the P~~~Y ~~ 
total income of the previous year of the person in receipt for religious 
of the income- or charitable 

purposes and 
(i) (a) so much of the ineome derived from property 

1
i!lglcome of h«· 

h l d •~ll f h • bl I ousorc a-e d un er trust ............ W.•JV Y or c artta e or ritab!e insti• 
religious purposes as is applied or accumulated tution. 
for application to such ............ purposes in India: [s. 4 (3) (i), 
and main para) 

(b) in the case of property so held in part only for 
such purposes, so ~uch of the income derived 
from the property as is applied or finally set apart 
for application to such purposes in India: 

Provided that so much of any income referred bo in [s. 4. (3) (i), 
sub-clause (a) or (b) ,of this clause as is applied to purposes·Ptovi_so 1(a), 

h th h • bl z· · f ·d opemnl!'. me ot er an c anta e or re igtous purposes as a oresai , or aod proviso 
ceases to be accumulated or set apart for application there- (c)] 
to, ............... shall be deemed to be the income of such per-
son of the previous year in which it is so applied or ceases 
to be so accumulated or set apart; 

(ii) (a) income from property held under trust ........... [1. 4(3) (i), 
created on or after the 1st day of April, 1952, ~ov,so (a) 
ior charitable purposes which tend to promote (Ii)) 
international welfare in which India is interest-
ed, applied to such purposes outside India, and 

(b) income from property held under trust .................. h- 4. (3) ~1) 
for charitable or religiotli8 purposes created be- A:oviso a(i)] 
fore the 1st day of April, 1952, applied to such 
purposes outside India, 

if the Central Board of Revenue by general or special 
order directs in either case that it shall not be included in 
the total income of the person in receipt of such income. 

Explanation.-In this sub-secti01t, "property" does not 
include business. 

(2) Subject to the provifions of fections 63 to 66 [16(1) ~4 (3) gI• 
{c)], any income derived from bu.sinfsll" carried on by or on ti" < • 
behalf of a· tTUSt fior chari~le or 11!'1igiou.s purposes shall 
not be included in the total income •t the previous year_ of • 
the trustees, if the conditions specified in sub-section (4) 
are satisfied. 

(3) Any income derived from business carried on by h. 4 (3) (i) 
or on behalf of a religious or charitable institution.shall not hov. (b), 
?e i:,iclu.ded in the total inc~e of tt-e: previous year of the part) 
institution, if the conditionsj specifitl li.n sub--sectio-n ( 4) all I 
satisfied. -i 1 

• 1' 

I 
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[,. 4 (3) (i), ( 4) The provisions of sub-section (2) or sub-section (3) 
Prov. (b), shall apply only if the following conditions are satisfied-
pari] (a) the income is applied wholly for the purposes of the 

trust or institution, as the case may be; and 
(b) either the business is carried on in the course of 

the actual carrying out of a primary purpose of 
the trust or institution, or the work in connection 
with the business is mainly carried on by bene
ficiaries of the trust or insFtution. 

4(3) (ii)] (5) Any income of a trust f,OT charitable or religious 
purposes or a religious or charitable institution, derived 
from voluntary contributions and applicable· solely to 
charitable or religious purposes shall not be included in the 
total income of a previous year of the trustees or the insti
tution, as the case may be~ 

[s. 4(3), last (6) Noth_ing contained in this section shall operate to 
para. part] exempt from the provisions of this Act that part of the 

income from property held under a trust .............. for pri-

(s. 4(3), last 
para. part] 

[New] 
[Cr. s. 4(3) 
(i), main 
para. 
s. 4 (3) (i). 

vate .religious purposes, which does not enure for the bene
fit of the public. 

Explanation-In this section,-
(a) "charita"ble purpose" includes relief ot the foor, 

education, medical relief and advancement o any 
other object of general public utility; 

(b) "trust" includes any -other legal obligation. 

t(:'\ (a) (i) (1) Where any business, profession or vocation on 
s. ~(3} last which income-tax was at any time charged under the pro
para) ' visions of the Indian Income-tax Act, 1918, is discontinued, 
Section , 3. then, unless ~he provisi~ of sub-section. (2) have been 
Business as· rendered applicable by virtue of there having been a 9UC~ 
sessed under cession, the income, . . . . . . . . . . . . of the period from the dp.te 
:: A~~~~m1e3 of commen~eme71;t of the previous year in which th_e b~· 
[s. 25[3) ness was discontinued to the date of .................. discontt• 
part] 'nuance, shall not be included in the total income of the 
7 of 1918 person who was carrying on the business, profession or voca• 

tion. 

[s. 2 5(4), (2) Where the person who was on the 1st day of AJlril, 
part] 1939, carrying on any business, profession or vocation: on 

which income-tax was at any time charged under the Pro
visions of the Indian Income-tax Act, 1918, is succeeded 7 of 1918 

in such capacity by another perton, the change not me:rely 
being a change in the constitution of a firm, the income 

.... of such business, profession or vocation of the 
period from the date of commencement of the previous year 
in which the succession took pla,ce to the date of ............. . 
succession shall not ~e included-in the total income of .the 
first mentioned person. • •• 
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(3) The pro:i,isions of su.~-sections (1). and (2) sh_all ~ot ~~oviso25/t)l 
apply to a busmess, profession or vocation on which m- • 
come-tax was at any time charged in the hands of a com-
pany under the Indian Income-tax Act, 1886, or on which 2 of 1886 
income-tax would have been charged in the hands of a 
company for the assessment year ending.,,On the 31st day 
of March, 1918, if the company, having been in existence 
in that year, had also been in existence in the year ending 
on the 31st day of March, 1917. 

CHAPTER IV 
COMPUTATION OF TOTAL !NCOME 

Heads of income 

Save as otherwise provided by this Act, all income i~tlt of ::: 
shall, for the purposes of charge of income-tax and com- came. 
putation of total income, be 'classified undeT the following [s, 6] 
heads of income-

A-Salaries. 
B-Interest on securities. 
C-Income from house property. 
D-Profits and gains of business, profession or voca• 

tion. 
E-Capital gains. 
F-Income from other sources. 

A-Salaries 
. Section 15 

The following income sh.all be chargeable to income• Salaries. 
tax under the head "Salaries"-

[,. 7(1), 
(a) any salary .......... due from an employer or former naain para. 

employer to an assessee in the previous year, whe• pilrt) 
ther paid or not; 

(b) any salary paid or allowed to him in the previous 
year by 01· on be1uilf ,of the employer or former 
employer though not due OT before it became due 
to him; 

(c) any arrears of salary paid to him in the previous 
year by or on behalf of the employer or former 
employer, if not charged to income.tax for any 
eariier previous year. .,~ ,· 6 ,::,,;;C 10n I 

The income chargeable under the head "Salaries'' shall ~(~~0 (i)1 be computed after making the following deductions, 
namely-

• 
(i) any amount n,ot exceeding five hundred rupees, 

expended by the assJ!ssee 011; the purchase of books 
and other publicati~s necds$ary for the purpose 
of his duties; : 1 

' ' 



[,. 7 (2) (ii)] 

rs. 7(2} (iia} 
Proviso 

(s. 7 (2) (iia) 
main paral 

[s. 7(2) (iii)] 

(ii) 
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in respect of any allowance in the nature of an 
entertainment allowance specifically granted to the 
assessee by his employer-

(a) in the case of an assessee who is in receipt of 
a salary from the Government, a sum equal 
to one-fifth of his salary (exclusive of any spe
cial allowance, benefit or other perquisites) or 
five thousand rupees, whichever is less; and 

(b) in the case of any other assessee who is in 
receipt of tu.ch entertainment allowance and 
was in receipt of such entertainment allowance 
regularly from h"is present employer before the 
1st day of. Apri~ 1955, the amount of tuch 
entertainment allowance regularly received by 
the assessee from his preseut employer in any 
previous year ending before the 1st da~ of 
April, 1955, or a sum equal to one-fifth o~ his 
salary ( exclusive of any special allowaince, 
benefit or other perquisites) or seven thouaand 
five hundred rupees, whichever is the least ..... . 

(iii) . . ... . where the assessee is not in receipt of a 
conveyance allowance whether as such or as patt of 
his salary, and owns a conveyance which is ~d 
for the purposes of his employment, such sure as 
the Income-tax Officer may estimate in respect of 
such use as representing the expenditure incurred 
by him in its maintenance and as representing its 
normal wear and tear; 

(iv) any amount actually expended by the assessee, not 
being an amount expended on the purchase of 
books or othe-r pi.tblicattons, or on entertainment or 
on the maintenance of c conveyance, which, by' the 
conditions of his serviee, he is required to sJ:tend 
out of his remuneration wbolly ............... and e*lu~ 
sively in the perforrnan~e of his duties. • 

Section 17. For the purposes of sectiO?IG 15 and 16 [preceding Bec-
I.nter prela• tions re: salary] and of this section,-
t1on. 

"Employer" (1) "employer'' means an emp£oyer, who is the Cenjtral 
(9. 7(1), part] Government, a State Government, any f~gn 

Government, a local a~hority, a company, any 1 ...•• 

. . . . . . . . . . . public body or ass_ociation, or any pritate 

"Salary". 

(s. 7(1), part) 

employer; • 

(2) "salary" includes-
(i) any salary or wagE!s; 
(ii) any annuity or pension; 

(iii) any gratuity; 
(iv) any fees, colpmissiOJl,i,1 perquisites or profit~ in 

lieu of or in :additiGq to any salary or wager; 
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(v) advances by way of loan or otherwise of the 
amounts enumerated in sub.-clauses (i), (ii), (iii) 
and (iv) above; 

(vi) the annual accretioa to the balance at the credit [New} 
of an employee parSicipating in a recognised pro
vident fund, to the extent t,o which it is charge• 
able tio tax under section 294· [58E]; 

(vii) the aggregate of all sums that are comprised in {New] 
the transferred balance, as referred to in section 
299 (2) [58J (2)] of an emptoyee participating in 
a recognised proviclent fund, to the extent to 
which it is chargeable to tax under section 299(3) 
[58J (3)]; "~~quisite" 

(3) "perquisite" includes- [s. 7(1) 
Expln.1) 

(i) the value of rent free accommodation ......... pro- [Irem (i) 
vided to the assessee by bis employer; part] 

(ii) the value of any concessipn·in the matter of rent ~~tj 
respecting any acoommodation provided to the 
assessee by his employer; 

(iii) the value of any benefit or amenity granted or 
provided.. . .fcee of cost or at concessional 
rate in any of the following cases: - , 

(i) 

(a) by a company to an employee who is a direc- [r~m (ii) 
tor thereof.. pap] 

(b) by a company to an employee who is a share- [1~ (ii), 
h.older concer_ned in the ~nagement of the ~m ,. !1(6cf 
company and ts the bernfficial owner of shares, (iii)] 
not being shares entitled to a fixed rate of • 
dividend whether with or without a right to 
participate in profits, carrying twenty per 
cen~ or more of the voti,tg power; 

(c) by any employer ,(includ~p a c_o~pany) to an [1~m (iii)] 
employee to u,hom tht prov1s1ons of para- • 
graphs (a) and (b) of ,iis sub-clause do not 
apply and whbse incdme under the head 
"Salaries" exclusive of the value of all bene-
fits or amenities nOt provided by way of 
monetary payment exceeds eighteen thousand 
rupees; 

(iv~ any sum paid by t~e emplQYer in respect of any [Itm (iv)] 
obligation which but for such payment would ' 
have been payable by the assessee; and 

(v) any sum payable by the employer, whether 
directly or through a fund other than a recognised 
provident fund or an appnoved superannuation 
fund to effect an assurance on the life of the 
assessee or to effec~ a contrf1ot for an annuity on 
the life of the asses,e; • . 



"Pro6tt in 
lieu "' salary" 

I•• , (1), 
ExJ:>ln. , 
main pan] 
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(4) "profits in lieu of salary" includes-

(i) the amount of ally compensation due to or received 
by an assessee from his employer or former em
ployer at or in connection with, the termination of 
his employment, whether solely as compensation for 
loss of employment, or for any other consideration; 

(ii) the amount of any contributions to an approved 
superannuation fund (including interest on such 
contributions) paid to an employee, to the extent to 
which such hmount is deemed to be the income of 
the employee under section 312 [58-5(1)]; 

(iii) without prejudice to the provisions of subMclaute (ii) 
of this dause, any payment due to or received by 
an assessee from an employer or former employer 
or from a provident or other fund, (not bei1tg an 
approved s-upera.1?-nuation fund), to the extent to 
which it does not consist of contributions by the 
assessee qr interest on such contributions. 

B. Interest on securities 
Section 18, The following amounts received by an assessee in the 
In1en:s1 on previous year shall be chargeable to income-tax undEtr the 
secunue,. h d "I t t .1. ,, [s.8, ut para] ea n eres on secun 1es ............ ----

(i) interest ............... on any security of the Cdntral 
Government ; 

(ii) interest on any security of a State Gove~nment ; 
(iii) interest on debentures or other securities for mo

ney issued by or on behalf of a local authority or 
a company. 

Sect,on , 9 Subject to the provisions of section 21 [section regafding 
Deducoons. amounts not deductible], the income chargeable undelr the 
[,. 8 ist pro- ~ead "Interest _on securiti_es" shall be computed after mak
viso, earlier ing the following deductions-
part] (i) any reasonable sum expended by the assessee for 

Section 20. 
Banking 
Company. 

[s. 8, Exp!n. 
(a) part] 

the purpose of realising such interest; ... 
(ii) any interest payable on moneys borrowed for the 

purpose of investment in the securities by the as
sessee. 

(1) 
(i) 

In the case of a banking company-
the sum to be regarded as a sum reasonabli <x• 
pended for the purpose .referred to in clause i) of 
section 19 [section regarding deductions] sha l be 
an amount bearing to the aggregate of its expen
ses as are admissible under the provisions of sec
tions 30, 31, 36 and 37, other than clauses (3), (5) 
and (6) of section 36, [sub--section (2) of section 10 
(other than tlauses {iii), (vi), (via), (vib), fvii), 
(viii), (xi), (xii), (xii} and (xiv) thereof)]1 the 
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same proportion as the gross receipts from interest 
on securities (inclusive of tax deducted at source) 
chargeable to income-tax under section 18 [main 
section re: Interest on Securities) bear to the gross 
receipts of the company from all sources which 
are included in the profit .ind loss account of the 
company; 

(ii) ......... the amount to be regarded as interest pa.ya- [s. 8. Exp!n. 
ble on moneys borrowed for the purpose referred (b) pan] 
to in clause (ii) of section 19 [section regarding 
deductions] shall be an amount which bears to the 
amount of interest payable on an moneys borrow-
ed by the company the same proportion as the 
gross receipts from interest on securities (inclu-
sive of tax deducted at source) chargeable to in-
come-tax under section 18 (main Section for in-
terestJ bear to the gross receipts from all sources 
which are included in the profit and loss account 
of the company ; 

(2) The expenses deducted undeT clauses (i) and (ii) [s. 8, Eicpln. 
of sub-section (1) shall not again form part of th~deduc-fa) tndl (b) 
tions admissible under sections 30 to 37 [sutl-sect10n (2) att mes 
of section 101 for the purposes of computing the income of 
the company under the head "Profits and gains of business, 
profession or vocation". 

Explanation :-For the purposes of this section, "mo- [s. 8, E,q~ln. 
neys borrowed" includes moneys received by way of de- (b) first hnc} 
posits. 

Notwithstanding anything contained in sections 19 Section 1n 
and 20 [sections regarding deductions and banking com- =~:,tot 
pany], the following amounts shall not be deducted in • 
computing the income chargeable under the head "Interest t~- 8, ut pro• 
on securities"- vi.so, Iau,r 

(i) interest chargeable i.inder this Act which is paya
ble outside India (not being interest on a loan 
issued for public subscription before the 1st day 
of April, 1938) on which tax has not been paid or 
deducted under sectioil 202 or 204 {section 181 and 
in respect of which there is. no person in India 
who may be treated as an agent under section 173 
[section 43] ; 

(ii) sums expended by the assess,e for the purpose of 
realising interest on securities on which no income
tax is payable under section 87 (i) or 87 (ii) [s. 
8 provisos 2 and 3]; . 

(iii) interest payable on money borrowed for the pur
pose of- investment in securities, being securities 
on the interest on w1',ch no ~ome-tax is payable 
under section 87(i)° o- 87(ii) 1stction 8, provisos 2 
and 3]. ' • , 

part] 
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C. Income from; house property 

Set:tion 22
• The ....... annual value of property consisting of 

Income from b ·1ct· I d te h h. h h house pro- any Ul mgs or an s appur nant t ereto of w 1c t e 
pcrty. assessee is the owner, other than such portions of such 

property as he may occupy for the purposes of any busii~i ~2r:rn- ness, profession or vocation carried on by him the profits of 
which are assessable to income•tax, shall be chargeable to 
income-tax under the head "Income from house property". 

Section 23. (1) For the purposes of section 22 [chargeability of 
Annual valu,: income from house property], the annual value of any pro
s. 9 (2), 1st perty shall be deemed to be the sum for which the pro
para] perty might reasonably be expected to let from year to 

year. 
[New) (2) In determining the sum for which the prt>perty 

might reasonably be expected to let from year to yea,r, due 
regard may be .bad, where the propert'y is let to a tenant, 
to the following factors, besides others, namely-

(i) the annual rent agreed to be paid by the tenant; 
(ii) the other obligations, if any, undertaken by the te-

11 nant on behalf of the owner, including the pay• 
ment of taxes due to the Government or a' local 
authority ; 

(iii) the annual value of the property, if any, as; fi::ced 
by the local authority for the purposes of aTty ta.r 
on property levied by it ; and 

(iv) the rents ofJroperties in the neighbourhood simi
larly situate and with similar advantages. 

(s. g (2), 1s1 (3) . . . . . Where the property is in the occupatfon of 
proviso) the owner for the purposes of his own residence~ the 

annual value of the property . . . . . . shall be the a;tnual 
value of the property determined in the same manrler as 
if the property had been let, reduced by the lower ltf the 
following- 1 

(i) one half of such annual value, or 
(ii) one thousand eight hundred rupees ; 

but shall in no case exceed eleven per cent. of a_ll i~e 
of the assessee, other than the annual value of sucli pro,. 
perty, liable to inclusion in his total income undet thi.t 
Act. : 

[s. 9._(2), 2nd (4) ..... Where the property referred to in tsec• 
prov,i5°, r <.X

1
• tion (3) consists of otie residential house only and i can~ 

ccpi ast me not actually be occupied by the owner by reason the 
fact that owing to his employment, business, professibn or 
vocation carried on at any other place, he has to ieside 
at that other place in a building not belonging to him, 

.. the annual value of such house shall-
(a) if the house 'T/85 not ,actually occupied by_ the 

owner duringJ .the ~le Of the previous yei♦r, be 
taken to be ""11, or i , 

i 
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Clauses 23-24 

(b) if the house was actu«lly OCC\lpied by the owner 
for a fractiott of the previous year, be taken to be 
that fraction of the an.nual value determined un
der sub-section (3); 

provided the following conditions are in either case fuJfil
led:-

(i) the house is not actually let, and 
(ii) no other benefit therefrom is derived by the 

owner. 

(1) Income chargeable under the head "Income from . 
house property" shall, subject to the provisions of sub- Secuon_ 114 

section (2), be computed after making the following deduc- Dectietions. 
tions, namely-

(i) . . .. where the property is in the occupation 
of a tenant, ...................... one half of the total [s. 9

1
(11 ), 3rd 

amount of the taxes levied by any local authority prov 
in respect of the property .. 

(ii) in respect of repairs,- [ ( ) (.) 
S, 9 I , 1 , 

(a) where the property is in the occupation of the part] 
owner,. ..a sum equal to one-sixth 
of the annual value ; 

(b) where the property is let to a tenant and the . 
owner has undertaken to bear the cost of re• (s. 9

1
(i) (,), 

pairs, a sum equal to one-sixth of the reduced pan 
annual value ; 

(iii) where the property is in the occupation of a te-
nant who has undertaken to bear the cost of re-{s. ~(i) (ii) 

. main para] pairs-
(a) the difference between the reduced annual value 

and the amount of rent payable for a year by 
the tenant, or 

(b) one-sixth of such value, 
whichever is less; 

(iv) 

(v) 

(vi) 

(vii) 

(viii) 

the amount of any- annual premium paid to insure (s. 9 (,)(iii) 1 
the property against risk of damage or destruc• 
tion; 
where the property is subject to a mortgage or other ~~1t) (iv) 
capital charge, the amount of any interest on , 
such mortgage or charge ; . . 
where the property is Sa.tbject t(> an annual charge, ~r?i") ,v), 
not being a capital ~rge, the amount of such 
charge; . 
where the property is subject to a ground rent, i'~J1 (,) (iv) 
the amount of such ground rent ; 
where the property has been acquired, construct- [s. 9(1 ) (iv), 
ed, repaired, renewed pr recoJfStructed with bar- pant 
rowed capital, the atllfunt _ of,lapy interest paya- ' 
ble on such capital ; .J • 



[s. 9 (1) (v)] 

{1. 9 (1) (vi)] 

[s. !) (1){vii)] 

[New-Gran• 
ted by noti· 
fication No. 
878F dated 
21-3-1922, 
item 38) 

(ix) 

(x) 

(xi) 

(xii) 
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Clause, 24-2~ 

any sums paid on account of land revenue in res. 
pect of the property ; 
amounts spent to collect the rents from the prO
perty, not exceeding six per cent. of the reduced 
annual value of the property ; 
where the property is let and was vacant during a 
part of the year, that part of the -reduced annual 
value which is proportionate to the period during 
which the property is wholly unoccupied or, where 
the property is let out in parts, that portion of the 
reduced ann1,1al value appropriate to any vacant 
part, which is proportionate to the period during 
which such part is wholly unoccupied ; 
such amount, in respect of rent from property let 
to a tenant which the assessee cannot .realise, as 
may be pre$Cribed. 

Explanation.-In this sub-section, "reduced annual 
value" means the annual value as reduced by one-half of 
the total amount of taxes levied hy any local authority in 
respect of the pr0perty. 

(2) The total amount deductible under sub-section (1) 

2 d in respect of property of the nature referred to in section 
~ffi~;~~• la:\ 23(4) [sub-section in section defining annual value, relat
line} ing to residential house not occupied] shall not exceed the 

annual value of the property as determined under section 
23 [section for annual value]. • 

Section 25. Notwithstanding anything contained in section 24 
Amo~ts not ··[section regarding deductions], the following amounts 
deducuble. shall not be deducted in computing the i'ncome chaitgeable 
[s. 9.( 1) (iv), under the head "Income from house property"-
prov,so] 

Section 26. 
Property 
owned by 
co-ownen. 

Section 27. 
Interpteta~ 
tion. 
[1. 9 (4) {a)] 

any annual charge OT interest.. .chargeable under 
-this Act which is payable outside India (not being interest 
on a loan issued for public subscription before the 1st day 
of April, 1938), ....... on which tax has not been 
paid or.. . ........ deducted under section 202 or 2M [18] 
and in respect of which there i.s no person in India who 
may be treated as a• agent unde-r- section 173 ( 43]. 

Where property consisting of buildings or buildings 
and lands appurtenant therd>o is owned by two or more 
persons and their respective shares are definite and .ascer
tainable, such persons shall not in respect of such prbperty 
be assessed as an association of persons, but the sh'1"e of 
each such person in the income from the property a$ com--
puted in accordance with sections 22 to 25 [section re: com
putation] shall be ihcluded in his total income. 

For the purposes of sections 22 to 26 [sections regard
ing income from house property] 

(i) the holder of: an imPf,rtible estate shall be d,emed 
to be the imlividual .owner of all the properties 
comprised in the estate; 
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Clauses 27-28 

(ii) a member of a co-operative society to whom a (1.9(4)(b)) 
building or part thereof built by the society is 
allotted or leased under a house building scheme of 
the society shall be deemed to be the owner of that 
building or part thereof ; 

lili) ............ "annual charge" means a charge to secure[,. 9 (,), 
an annual liabihty, but does not include any tax in :p(l~:I"'! low 
respect of property or incom,:, from property impos- • vn 
ed by a local authority, or a State Government or 
the Central Government; 

(iv) "capital charge" means a charge to secure the dis•. (New] 
charge of a liability of a capital nature ; 

(v) taxes levied by a local authority in respect of any[•. 9 (,I) (c)} 
property shall be deemed to include service taxes 
levied by the local authority in respect of the 
property. 

D-Profits and gains of business, profession or vocation 
The following income shall be chargeable to income- Section 28. 

tax under the head "Profits and gains of business, profes,- Pr~6t1 and 
Sion or vocation"- es~, of 

(i) the profits and gains of any business, profession or profc.,_tion or 
vocati_on whiC:h was carri~d on by the assessee at[~~(\ 
any time durtng the previous year; part) 

(ii) any compensation or other payment due to or re-[,. "(oA); 
• d b operu!JS hne ce1ve y,- andlaa1para, 

earlier half) 

(a) a managing agent of an Indian company, at or (a.io(JA)(a)l 
in connection with the termination or modifica-
tion of his managing agency agreement with 
the company ; 

(b) a manager of an Indian compap.y at or in con-cs.io(sA)(b)l 
nection with the termination of his office or 
modification of the terms and conditions relat..:. 
ing thereto ; 

_(c) any person, by whatever name called, managing [a. io$A){c)] 
the whole or substantially the whole affairs of 
·any other company in India, at or in connection 
with the termination of his office or the modi-
fication qf the terms· and conditions relating 
thereto; 

(d) ~y person, by. what~ver name called, hold- [,.io(~)(d)} 
mg an agency m India for any part of the 
activities- relating to the bminess of any other 
person, at or in connection with the termination 
of the agency or the modification of the terms 
and condftions relating thereto; 

(iii) income derived by a trade, professional or similar (,. 10 (6)1 
association from specifiq service@: performed for its 
members for remuneration defiiitely related to 
those services .............. , ....... . 



(New] 

(1. 24( I}, Ex• 
pin. 1] 

Section 29. 
Provisions 
applicable. 
{New) 
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Clause& 28--30 

Explanation 1.-The profits and gains of businers shall 
include the profits and gains of managing agency. 

Explanation 2.-Where ...... speculative transactions 
carried on by an assessee are of such a nature as to con
stitute a business, the business (hereinafter referred to as 
"speculation business'') shall be deemed to be distinct and 
separate from any other business. 

The income of an assessee referred to in section 28 
[section 10(1), part embodied in main section for income 
from business] shall be computed in accordance with the 
provisions of the following sections-

Section JO-Rent, repairs and insurance for buildings. 

Section 31-Repairs and insurance of machinery, plant and 
furniture. 

Section 32-Depreciation. 

Section 33-Development rebate.-

Section 34-Conditions for depreciation allowanae and 
development rebate. 

Section 35-Expenditure on scientific research. 

Section 36-Other deductions-
Insurance of stocks or stores. 
Bonus or commission to employees. 
Interest. 
Contributions to certain funds for employees' 
benefit. 
Animals. 
Bad debts. 

Section 37-General. 

Section 38-Building etc. partly used 
not exclusively so used. 

Section 39-Managing agency. 

Section 40-Amounts not deductible. 

Section 41-Profits chargea~e to tax. 
Section 42-Interpretation. • 

Section 43-Residences of employees. 

for business etc. or 

Section 30 In respect of Tent, repairs and insurance for Oulldings, 
Rent, .repairs the fiollowing deductions shail be allowed-
and insu
rance for 
buildings. 

[s.10(2)(i), 
without the 
proviso] 

(a) in respect of any pJ"4mises used for the purposes of 
the business, profession or vocation,-

(i) where the. premis4s are occupied by the qssessee 
as a tena1tr-

(a) the rentj paid for .such premises; and 
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Clauses 30-32 

(b) if he has undertaken to bear the cost of ....... (s.10(2)(11) 
repairs to the pernt.ises, the amount paid on w,thout th; 

account of such repairs; pro•iso] 

(ii) where the premises, being a building, are occu- [,.,o(,JM, 
pied by the assessee otherwise than as a tenant, pa~1, .for 
the amount paid by him on account of current buiklingsJ 
repairs to the premises ; 

(b) any sums paid on account of land revenue, local [s.10M(ix), 
rates or municipal taJCes ;..... ...... .... earlier part] 

(c) ............... the amount of any premium paid in res- C•-10(2)(iv), 
pect of insurance against risk C4 damage or destruc• Pbuil•d.for 
t • f th • 1. • 1,. ·zd· u mgsJ 10n o e premises, ueing a u-Ul ing ................. . 

In respect of machineTY, plant 01' furniture used for Scc!ion 31. 
the purposes oj the business, profession or vocation the fol- ~ef'Urs and 
lowing deductions shat! be allowed- ~~~~£ 

plaat and 
furniture. 

(i) the amount paid on acco!mt of current repair.! [s.,o(~){v), 
thereto • par, f?r 

, madur.ery 
etc.J 

(ii) . .. . . .. .. . the amount af any premium paid in res- (s. ~o M(iv), 
pect of insurance against risk: of damage or des- pan for ma
truction thereof. chiliery etc.] 

(1) In respect of depreciation of buildings, machine"ry, Secbon 32. 

plant or furniture owned by the assessee and used for thE' Deweciation. 
purposes of the business, profession OT vocation, the fol-
lowing deductions shall, subject to the provisions of sec-
tion 34 [section re: conditions· for dep;eciationJ, be allow-
ed- • 

(i) in the case of ships other Ulan ships ordinarily fs.1,(2)(vi), 
plying on inland waters, such percentage (for hm. para, 
each completed month of mer) on the original partl 
cost thereof to the assessee as may in any case 
or class of cases be prescribed ; 

(ii} in the case of building,, machitutry, plant or furni- r,.,,(2)(vi), 
tu.re, other than ships covered by clause (i), such hnJFta, 
percentage (for each computed month of user) pa.r 
on the written down value thtteof as may in any • 
case or class of cases 

1
be pre~rfbed ; i 

(iii) in the case of b_uild~s ne';V~erected o! machi- (s.1~(2)(via), 
nery or plant bemg n,w wh1 has l:>een mstalled, Par0 
after the 31st day of March, 1 , a further sum ... 
equal to the amount ~ductibZ, under clause (i) or 
( ii), allowable for five consecutive previous years, 
including the previous year of erection or installa• 
tion. 

Explanation.-F:or the purposes of clause (iii), any [s.10(2)(via), 
extra deduction for double ~, . multi,Rlt:: shift working of ~ 
the machinery or plant admiafrible m,t::ltr clause (ii) shall 1 
be ignored. 



fs.10(2)(vii), 
lint para) 

[s.10(2) 
(vii), 1st 
pro".) 

[s.10(2)(vii), 
3rd proviso, 
modified] 
[~cw] 

[s.io(2)(vi), 
pro"., (b), 
part] 
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Clauses 32-33 

(iv) in the case of any ............ building, machinery or 
plant which is sold or discarded or demolished or 
destroyed in the previous year, the amount by 
which the moneys received in respect of such 
building, machinery, or plant, together with the 
amount of scrap value, if any, fall short of the writ
ten down value thereof, provided such deficiency 
is actually written ot1 in the books of the assessee. 

Explanation.-For the purposes of this clause, the 
"moneys received" in respect of any building, machinery 
or plant shall include-

( a) any insurance, salvage or compensation moneys 
received in respect thereof ; 

(b) where the building, machinery or plant is sol,d, the 
price for which it is sold, whether such priae has 
been actually realised OT not. 

(2) Where, in the assessment of the assessee, (or, if the 
assessee is a registered firm or an unregistered firm assess
ed as a registered firm, in the assessment of its partners) 
full effect cannot be given to any ......... allowance under 
clause (i) or (ii) of sub-section (1) [10(2)(vi), main pai'a} in 
any previous year owing to there being no profits or gains 
chargeable for that previous year, or owing to the profits or 
gains chargeable being less than the allowance, then, sub~ 
ject to the provisions of sections 73(3) and 74(3) [Sub-sec• 
tion· (3) of main Section re:set off in business], the tllow
ance or part of the allowanee to which effect has not been 
given as the case may be, shall be added to the amount of 
the allowanc·e for depreciation for the following previous 
year and deemed to be part bf that allowance, or if ,there 
is no such allowance for that previous year, be deemed to be 
the allowance for that previous year, and so on for suc
ceeding previous years 

Section 33. In r~spect of a new ship acquired or new machinery 
;;i:~~opmcnt ?r plant installed after the 31st day of Ma~ch, 1954, .'f'hich 
[s. ,o(i;){vib) 1s wholly used for the pw-poses of the busmess earn~ on 
main para) by the assessee, a sum by way of development rebate, ... 

. . . . . . . . . equivalent to,-

(i) in the case of a ship acquired after the 31st day of 
December, 19~7. forty per cent. of the actual cost. 
of the ship to the assessee, and 

(ii) in the case of a ship acquired before the 1st day of 
January, 1958, and in the case of any machbiery 
or plant, twenty-five per cent. of the actual cost 
of the ship or machinery or plant to the assessee 
shall, subject to the ptOPisions of section 34 [sec
tion re : conditions for depreciation], be allow,, 
ed as a deduation in respect of the previous year 
in which th.e •hip waa acquired· OT the macht,iery 
on plant was installed:_0'1", if the ship, machinety OT 

■ 

• 
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Clause 33 
plant is first put to ttse in the immediately suc
ceeding previous year, then in respect of that pre
vious year. 

Explanation 1.-In the case of a ship acquired or ma
chinery or plant installed after the 31st day of December, 
1~7, where the total income of the assessee assessable for 
the assessment year relevant to the previous year in which 
the ship was acquired or the machinery or plant installed 
(the total income for this purpose being computed without 
making any allowance under this section) is nil or is less 
than the full amount of the development rebate calculated 
at the rate applicable thereto under this section,-

(i) the sum to be allowed by way of development re
bate for that assessment year under this section 
shall be only such amount as is sufficient to reduce 
the said total income to nil ; and 

(ii) the amount of the development rebate, to the ex
tent to which it has not been allowed as aforesaid, 
shall be carried forward to the following assess
ment year, and the development rebate to be al
lowed for the following assessment year shall, be 
such amount as is sufficient to reduce the total 
income of the assessee assessable for that assess
ment year, computed in the manner aforesaid, to 
nil, and the balance of the development rebate, 
if any, still outstanding shall be carried forward 
to the following assessment year and iio on, so 
however that no portion of the development re
bate shall be carried forward for more than eight 
assessment years immediately 8UCCeeding the as
sessment year for which the development rebate 
was first allowable. 

Explanation 2.-Where for any assessment year deve
lopment rebate is to be allowed in accordance with the pro
visions of Explanation 1, in respect of ships acquired or 
machinery or plant installed in more than one previous 
year, and the total income of the assessee assessable for 
the assessment year relevant to that previous year (the 
total income for this purpose being computed without mak
ing any allowance under this section) is less than the aggre
gate of the amounts due to be allowed in respect of the 
assets aforesaid for that assessment year, the following pro
cedure shall be followed, namely : -

(i) the allowance under paragraph (ii) of Explanation 
1 shall be made before any allowance under para
graph (i) of that Explanation is made; and 

(ii) where an allowance has to be made under para• 
graph (ii) of Explanation 1 in respect of amounts 
carried forward from more than one assessment 
year, the amount carried forw¥d from an earlier 
assessment year shall be alJoweq. lief ore any amount 
carried forward from. ; later 4'"¥5sm.ent year. 

9-1 Law Com. 58 , i . 
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Section 34 Clause 34 
Conditions . . 
for deprecia• (1) The deductiom referred to tn sub-section (1) of 
tion allowan- section 32. .. ..(s. 10(2)(vi) 10(2) (via), and (vii)] shall 
ce and deve- be allowed only if the prescribed particulars have been fur-
lr~br:t~~t nished; and the deduction referred to in sectioi:i 33 .......... . 

. [s. 10(2)(v1b)] shall be allowed only if the particulars pres
{~0~

0 /:j ~~~ cribed for the purpose of clauses (i) and (ii) of sub-section 
s. io(2) (vib), (1) of section 32 [S. 10(2)(vi)] have been furnished by the 
Prov.para(a)] assessee in respect of the ship or machinery or plant. 

[New] 
[see rule 8] 

[s. w(2)(via), 
part] 

(s. !0(2) (vi) 
proviso(c)J 
II of 19:12 

' 2 of 1886 

[s. 10 (4-8), 
inserted by 
the Finance 
Act. 1958] 

(2) For the purposes of section 32 [10(2)(vi), (via) and 
(vii)]-

(i) if the buildings, machinery, plant or furniture have 
been used by the assessee for the purposes of hi.s 
business, profession O'f vocation fcn- more th¢n a 
month, the deduction under section 32(1), cliiuses 
(i) (ii) and (iii), (10(2) (vi), (via)] shall be kter
mined proportionately with reference to the' com
plete months of user thereof by the assess(}e : 

Provided, however, that if the total period of user is less 
than one month, it shall be deemed to be one com
plete month for computing the deduction proj,or
tionately. 

Explanation.-In the case of a seasonal factory wt>rked 
by the assessee during an the working seasons of tht pre
vious year. the buildings, machinery, plant or furn:1.tur6 shall 
be deemed to have been used by the assessee throughottt the 
period. he was the owner thereof during the previous t,ear. 

(ii) the deduction provided for by section 32(1), clause 
(iii) ........... [10(2)(via)] shall be allowed ~ly in 
respect of a previous year relevant for the <issess
ment year 1958-1959; 

(iii) the aggregate of all deductions in respect o.f ~e_prf':!-
ciation made under section 32(1), [10(2) (vi), (via) 
and (vii)] or under the Indian Income-tax. Act. 
1922, or under any Act repealed by that ACt or 
under the Indian Income-tax Act. 1886, shaJl, in 
no case, exceed the ariginal cost to the assesilee of 
the buildings, machinery, plant or furniture, as 
the case may be; 

(iv) nothing in ~ction 32(1)(i\ or (ii) [10(2)(vi)] or 
32(1)(iii) [section 10(2)(via) shall be deemed to 
authorise the allowance for any previous y~ar of 
any sum in respect of any building, macltinery, 
plant or furniture sold, discarded, demolislled or 
destroyed, in that year; 

(3) (a) The deduction referred to in section 33 [$. 10(2) 
[~. 10(<:!)(vib) (vib), main para.] shalt not be allowed unless-
J-rov. (b), 
latter half] ... . ..... 

an amount equal to ,seventy~five per cent. of the dijelop
ment rebate to be a;ually ~l4>wed is debited to th profit 
and loss account of t e rele rit previous year and c ited 

• ' . . ' 
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Clauses 34-35 

to a reserve account to be utilised by the assessee during a 
period of ten years next following for the purposes of the 
business of the undertaking, except-

(i) for distribution by way of dividends or profits; or 

(ii) for remittance outside lndia as profits or for the 
creation of any asset outside India. 

Except'ion.-The provisions of clause (a) shalt not ap- [s. 10(2)(vib) 
ply where the assessee is a company, being a licensee with- pror (~.;,ir] 
in the meaning of the Electricity (Su'Pf1lt1) Act, 1948, OT ;:r~f.948 where the s~ip has been acquired or the machinery or plant 
has been installed before the 1st day of January, 1958. 

(b) ....... If any ....... ship, machinery or plant is sold ~1<:'(2)(vib) 
or otherwise transferred by the assessee to any person other 

I 
v., J 

than the Government" at any time before the expiry of ten ast para 
years from the end of the previous year in which it was ac-
quired or installed, any allowance made under section 33 ... 
... .. [s. 10(2) {vib).. main para] in respect of that ship, 
m.achinery OT plant shall be deemed to have been wrongly 
m.ade for the purposes of this Act. 

{1) In respect of expenditure on scientific research, the Sei::tio:ps 
following deductions shalt be atlowed- :~

11

1:ilir; 
(i) any expenditure (not being in the nature of capita'!. ,~seaith .. 

expenditure) laid out or expended on scientific re- [s. •0 ( 2 )(xu)] 
search related to the business; 

(ii) any sum paid to a scientific rqsearch association [s. 10(2){xiii) 
which has as its objects.the undertaking of scienti- part] 
fie research related to the class of business carried 
on, and which is approved for the purposes of this 
clause by the prescribed authority; 

(iii) any sum paid to a university, college or other in- [s. 10(2J(xiii) 
stitution to be used for scientific research, research part] 
in social science or statistical research related to 
the class of business carried on, beinp a 
university, college or insti~ution which is for the 
time being approved for the purposes of this clause 
Oy the prescribed authority; 

(iv) in respect of any expenditure of. a capital nature on fs. 10,-2)(xiv) 
scientific research related to the bu.riness carried on fust ptra, 
by the assegsee, such deduction as may be admis- eadict part] 
sible under the provisions of sub-section (2). 

(2) For the purposes of clause (iv) of sub-section (1),-

(i) one-fifth of the capital e.rpenditwre incurred in any g. 10(2)(xiv) 
previous year shall be deducted for that previous nt para, J 
year; and the balance o~he ~iture shall be latter ru-1 

deducted in equal insta nts f t~ach of the four 
immediately $1.LCCeeding e11i ; r .... ars. 

• 
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Clause 35 
rs. 10(2)(xiv) Explanation.-Where any capital expenditure has been 
6m prov,so] incurred before the commencement of the business, the ag

gregate of the expenditure so incurred within three years 
immediately preceding the commencement of the business 
shall be deemed to have been incurred in the previous year 
in which the business is commenced; 

[s. 10(2)(:v:iv) 
2nd proviso 
(a), opening 
lines] 

[s. l0(2){lr::iV), 

2nd prov. (a) 
(ii)] 

(s. !0(2)(xiv), 
2nd proviso, 
(a) (i) modi
fied] 

[s. I0(2}(xiv), 
l!nd proviso 
(b)J 

(s. rn(2)(xiv), 
:ind proviso 
(c). ca.rh•r 
p,rt] 

(ii) notwithstanding anything contained in clause (i), 
where an asset representing ........... expenditure of 
a capital nature ceases to be used in a previous year 
for scientific research related to the business and 
the value of the asset at the time of the cessation, 
together with the aggregate of deductions already 
allowed under clause (i), falls short of-the said 
expenditure, then-

(a) .... there shall .... be allowed a 
deduction for that previous year of an amount 
equal to S}Lch deficiency, and 

(b) no deduction shall be allowed under that clause 
for that previous year or for any subseq1:tent pre~ 
vious year; .. 

(iii) if the asset mentioned in clause (ii) is sold, without 
having been used for other purposes, in the year of 
cessation, the sale price shall be taken to be the 
value of the asset at the time of the cessaticm; and 
if the asset is sold, with,out having been used for 
other purposes, in a previous year subsequent to the 
year of cessation. and the sale price falls short of the 
value of the asset taken into account at the time of 
cessation, an amount equal to the deficiency shall 
be aUowed as a deduction for the previous year in 
which the sale took place; 

(iv) where a deduction is allowed for any previous year 
under this section in respect of expenditure repre
sented wholly or partly by an asset, no deduction 
shall be allowed under section 32(1) clauses (i) on 
and (iv) [10(2)(vi) or (vii) i.e., section authorising 
depreciation allowance] for the same previous year 
in respect 'of that asset; 

(v) where the asset is used in the business after it 
ceases to be used for scientific research related to 
that business, depreciation shall be admissible 
under section 32(1), clauses (i) (ii) and (iv), (10(2) 
(vi) and (vii) i.e., section authorising depreqiation 
alluwance]. 

[s 10(2)(xw), (3) If any que~tion arises under this section JS to 
2 nd proviso whether, and if so, to what extent, any activity constitutes 
(g)] or constituted or any asset is or was being used for scientific 

research, the Central Board of Revenue shall refer the 
question to the prescribed authority, whose decision shall be 
final. 

[,. 10(2)(xiv), (4) The' provision& of S"UNection (2) of sectiop 32 
2nd proviso [Section re : deprectaJ;ion] sQfll apply in relation to qeduc
( f) pari l tions allowable underi clause ,i•) of sub-section (1) ai they 
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Clauses 35-36 

apply in relation to deductions allowable in respect of dep-
reciation. • 

The deductions provided for in the following clauses section 36 
shall _also be allowed in respect of the matters dealt with Other deduc• 
therein, in computing the income referred to in section 28 •ions. 
[mam section for iricome from business]- f Insurance o 

(1) the amount of any premium paid m respect of in- stockl or 
surance against risk of damage or destruction of. . . . . . . . . stom. . 
stocks or stores used fer the ourposes of the business, pro- [s. 10

,(
2

)(
1
"),, 

f • t· • ---ess10n or voca ion.. . . .. ; etc.] 
(2) any sum paid to an employee as bonus or commis- Bonus or co

sion for services rendered. where such sum would not have mmission 10 

been payable to him as profits or dividend if it had not been employe,o,s. 
paid .is· bonus or commission, in either of the following [s. 10(2)(x), 
cases, namely- main para) 

(i) .. . where the amount of the bonus or com-[,. ,o(,)M, 
mission is . reasonable . with refer- proviso) 

ence to-
(a) ~he pay of the employee and the conditions of his 

service; 
(b) !he prcfits of the business, profession or vocation 

for the previous year in question, and 
(c) the general practice in ...... , similar businesses, 

professions or vocations; or 

(ii) where such payment is in pursuance of the award (New) 
of an industrial or other tribunal con:ftitu.ted under 
any law for the settlement of industrial disputes; 

(3) .. .. . the amowit of the interest paid in re~- lnttteSI ... 
pect of capital. borrowed for the purposes of the business, [s.i_o(2 H111

), 

profession or ·vocation. ma.,n part) 

Explanation.-Recurring subscriptions paid periodically [s. 10(2)(iii), 
by sharehddns or subscribers in such Mutual Benefit So• Expln.] 
cieties which fulfil such conditions as may be prescribed, 
shall be deemed te- be capital borrowed within the meaning 
of this claui-e. 

(4) (a) a.ny sum paid by the assessee as an employP-r by Contri~tionJ 
.way of contribution towards ~ recognised provident fund 10 cenam fu• 
or an approved superannuation fund, to the e.rtent provided fd•~?~=R; 
in section 293 [New Section in chapter on Recognised Pro- r°~lfW 1 
vident Funds re : allowing deduction for employer's contri~ 
bution] or section 3J O [58R, main para, part re : deductiot1 
for employer's contribution] a$" the case may be: 

(b) am; sum paid by the assessee as employer by way 
of contribution towatds any other fund created by 
him for the exclusit•e benefit of his employees under 
an irrei•ocable trust,: 

(5) in respect of animals which have been used for the rir~I'( ... )] 
purposes of the business, proftssion ot -vocation otherwise '· 1 2 

vm 
than as sto::k-inMtrade and hav, died or rrcome permanentl.Y 



Bad <lebt$. 
[s. 10(2)(iti), 
main para] 

[La:u wor<ls or 
S. 10(:?)(xi), 
main pa.ra] 
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Clauses 36-38 

useless for such purposes, the difference between the origi• 
nal cost to the assessee of the animals and the amount, if 
any, realised in respect of the carcasses or animals; 

(6) . debts, or parts thereof, that are established to 
have become bad debts in the previous year, provided-

(i) such debts or parts of debts-

(a) have been taken into account in computing the 
income of the assessee of that previous year or of 
an eariter previom year, or 

(b) represent money lent in the ordinary course of 
the business of banking or money-lending which 
is carried on by the assessee; and 

(ii) such debts or parts of debts have been writte1t off as 
irrecoverable in the accounts of the assessee for 
that previous year : 

(~- 1?(1)(xi), Provided that if the amount ultimately recovered on any 
proviso lanl'r h b d . . 
hall') ' sue de t or part of ebt 1s less than the difference between 

the debt or part and the amount so deducted, the deficiency 
shall be deductible for the previous year in which the ulti• 
mate recovery is made : 

Provided further that an_v such debt or part of debt as 
is referred to in sub-clause (i) may be deducted if it has 
already been written off as irrecoverable in the accounts of 
an earlier previ.ous year but the Income-tax Officer had not 
allowed it to be deducted on the ground that it had nc¢' been 
established to have become a bad debt in that year. 

s~"Ciion 37 Any expenditure (not being expenditure of the nature 
General described in sections 30 to 36 [all other sections re : deduc-
[s. 10(2}(xv}] tions) and not being in the nature of capital expendithre or 

personal expenses of the assessee), laid out or exgended 
wholly and exclusively for the purpose of the busine$, pro
fession O!' vocation shall be allowed in computing ittcome 
chargeable under the head "Profits and gains of bt.4Siness, 
profession or vocation". 

Seci ion 38 (1) Where any substantial part of any premises i!; used 
!~~~tn~;1c. as a dwelling house by the assessee, the deduction iunder 
for bWJiness section 30(a)(i) [10(2)(i) and (ii)] shall be such sum Q.S the 
etc. or not Income-tax Officer may determine, having regard
exclusively so 
used. (a) in a case under section 30(a)(i)(a) [10(2)(i)] to the 
{s. 10(2)(iJ, proportionate annual value of the part used for the 
piov15o] purposes of the business, profession or vocation, or 

[s. 10(2}(ii) 
proviso] 

(b) in a case under sectiln!, 30(a)(i)(b) [10(2)(~-i J, to 
the part of ~ premlsfc!:s used for the purp s of 
the business. jprofessitfi or vocation. 
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Clauses 38-40 

(2) Where only a part of any premises is used for the [s. m(2)(i.x), 
purposes of the business, profession or vocation, the deduc- lattez-pomon) 
tion under section 30, clause (b) [10(2)(ix), earlier portion] 
shall be such sum as the Income-tax Officer may determine 
having regard to the part so used. 

(~) Where any building, machinery, plant or furniture [ s. 10(3)] 
. . . . . . . . .. . . . . .. . . . . is not exclush.1ely used for the purposes of 
the business, profession or vocation, the deductions under 
section 30(a)(ii), 30(c), 31(i) and 31(ii), 32(1), clauses (i) (ii) 
and (iv) and ~6 clause (1) [S. 10(2) (iv), (v), (vi) or (vii)] 
shall be restricted to a fair proportional part thereof which 
the Income-tax Officer may determine having regard to the 
\lser of such building, machinery, plant OT furniture for the 
purposes of the business, profession or vocation. 

Where a managing agent of a company is liable unde.; =· 39 

an agreement made for adequate consideration to share agchcy mg 
managing agency commission with a third party or parties, ~ion 
the said agent and the said party or parties shall file a [ ,: 12A l 
declaration showing the proportion in which such commis-
sion is shared between tbem, and on proof to the satisfac-
tion of the Income-tax Officer of the facts contained in such 
declaration such agent and each such party shall be charge-
able only on the share to which such agent or party is en-
titled under the agreement. 

Notwithstanding anything to the contrary in sections Se«ion 40 
30 to 39, [10(2)], the following amounts shall not be de-~0~~, not 
ducted in computing the income chiatgeable under the deo:Jucu c. 
head "Profits and gains of bu.ainess, professi<m OT vocation" 

(a) in the case of any asaessee- s. 10(2) (iii) 
proviso, part 

(i) ...... any interest chargeable under this Act which 

(ii) 

is payable outside India (not being interest on a I 
loan issued for public subscription before the 1st 
day of April, 1938),.. .. on which tax has not 
been paid OT deducted und~r section 202 or 204 
[18]and in respect of which there is no peTson in 
India who may be treated at an agent under sec• 
tion 173 [43]; 

........... any sum paid on account of any cess, rate ors .. 10(4) fir• 
tax levied on the profits or ,Cains of any business, pata. 
profession or vocation or assessed at a proportion 
of or otherwise on the basis of, any such profits 
or gains; 

(iii) any.. . payment which 1s chargeable under (s. ,or4) (a)} 
the head "Salaries", if 1t 1s payable without Indta 

ment nor deducted erefro µttder section 20l. 
and if the tax has n~been f.id thereon on assess-

[s.18] nor recovered nde:r ; fion 209 [s.8(7)1; 



[s. 10(4) (b).] 

[s. 10 (4-A.) 
Exp/.] 

[s. 8ExpJ. last 
lines of dau• 
srt (a) & (b)) 
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Clause, 40-41 

(iv) any...... payment to a provident or other fund 
established for the benefit of empIOyees of the 
assessee, unless the assessee has made effective ar
rangements to secure that tax shall be deducted at 
source from any payments made from the fund 
which are chargeable to tax under the head "Sala
ries"; 

(b) in the case of any firm, any.. ..payment of 
interest, salary, commission or remuneration, made 
by the firm to any partner of the firm; 

(c) in the case of any company-
(i) any..... . .... expenditure which results directly or 

indirectly in the provision of any remuneration or 
benefit or amenity to a director or a person who 
has a substantial interest in the company within 
the meaning of section 2 clause (20), Explanation 
[s. 2(6C) (iii)]; 

(ii) any expenditure or allowance in respect of any 
assets of the company used by any person refer
red to in sub-clause (i) either wholly or partly for 
his own purposes or benefit, 

if in the opinion of the Income-tax Officer any such 
expenditure or allowance as is mentioned tn sub
clauses (i) and (ii) is excessive or unreasonable 
having regard to the legitimate business needs of 
the company and the benefit derived by or accru-
ing to it therefrom. 

Explanation : The provisions of this clause ..... 
[Section 10(4A)] shall apply notwithstanding that any 
amount disallowed under this clause is included in the 
total income of any person referred to in sub-clause (i). 

(d) in the case of a banking company, the amounts 
which have been aHowed as a deduction in com-
putin9 its income chargeable to income-tax under 
the head "Interest on securities" under the provi
sions of section 20(1) (8 Exp!n(l) (b)] 

Section 41 (1) Where for the purposes of computing incom, un!!~~1t! 1i~:- der the head "Profits and gains of business, profession. or 
Amount! ttc: vocation" an allowance or deduction has been made i* the 
eived ;n res• assessment for any year in respect of any loss, expenditure 
pcct of lm;9 or tradin.~ liability incurred by· the assessee and, subse
eic. quently during any previous year, the assessee has re
{ 1• io(zA)J. ceived whether in cash or in anv other manner whatso-

ever, ~ny amount in respect of Sucl-t loss or expenditure 
or has obtained some benefit in respect of such trading 
liability by way of remission or cessation thereof, the 
amount received by him or the value of the benefit ac
cruing to him shall be chargeable to income-tax as the 
income of the business.: professfon or vocation of that 1pre--
Vious year. , 
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Clause 41 

(2) ....... Where any building, machinery or pl.ant Profitso1uale 
which is owned by the assessee and which was or has ofd~reciable 
been used for the purposes of business, profesrion or voca- .wets. . . 
tion, is sold, discarded, demolished or destroyed in the (s. io(,r)(v_u), 
previous year, and the moneys received in respect of such =~t, ::t:i°h 
building, machinery or plant, as the case may be, together provi50. part 
with the amount of scrap value, if any, exceed the written simplified] 
down value, so much of the excess as does not exceed the 
difference between the original cost and the written down 
value ............ shall be chargeable to income-tax tts income 
of the business, profession or vocation of the previous year 
in which the moneys are received. 

Explanation 1-For the purpose$ of this sub-section, (~h 
10~~<;.~1 

the expression "moneys received" in respect of any build- tart.] ' 
ing, machinery or plant has the same meaning as in sec~ 
tion 32(1) (iv) [sec. re : depreciation-clause for loss on 
sale] 

Explanation 2.-The provisions of this sub-section shall [s. 10{2)(vi_i), 

-apply notwithstanding that the business, profession, or vo- :~ ds P.~~h~ 
cation for the purposes of which the building, machinery or the~ ...... 
plant was being used is no longer in existence at the time thereof"] 
when the building, machinery or plant is sold, discarded, 
demolished or destroyed. 

Explanation 3.-For the purposes of this st1:b-section, [s. 10(2)\viij 
the original cost of a building, the written down value of 51h proviso. 
which is determined in accordance with section 42 clause 
(7) (b), proviso [Section 10(5) (b), 1st proviso] shall be 
deemed to be the written down value so determined as 
at the date Of its being brought into use for the purposes 
of the business, profession or vocation 

(3) Where an asset representing expenditure of a ca.pi• Pro6.tsonsale 
tal nature an scientific research within the meaning of sec• of scientific 
tion 35(1) (iv) read with section 42 clause (5) [Section 10 rcsean:h as-
(2) (xiv)] is sold whether during the continuance of the sets, . 
business or after the cessation thereof without having been ~'~do(~r!:;;J 
used for other purposes and the proceeds of the sale toge- (c).] 
ther with the total amount of the deductions made under 
Section _35(2) (i) [s. 10(2) (xiv) first para, latter part] ex-
·ceed the amount of the capital expenditure, the excess or 
the amount of the deductions so made, whichever is the 
less. shall be chargeable to income-ta.,: as income of the 
business, profession or vocation of the previous year in 
which the sale took place. 

(4) Where a deduction hat been allowed in respect oj [s ,0_(2) (x..i), 
a bad debt or part of debt under the provisions of section ~,9o eu• 
36 clause (6) [s. 10(2) (xi) first para} then if the amount lier half.] 
ultimately recovered on any such debt or part is greater 
than the difference between the debt or part of debt and 
the amount so allowed, the etcess shell be chargeable tn 
inccnne-tax as income of the tusines.,:

1
, rofession or voca-

·tion of the previous year in lhich it i recovered. 
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Section 12
• In sections 28 to 41 (all sections incorporating any ~•rt 

llllerpr<":tat,on f t· 10] d · h. ct· l h o sec wn an in t is se ion, un ess t e context ot £T-
wise requires,-

A.::mal cost (1) . . .... "actual cost" means the actual cost of the ask5• 1 io(~J sets to the assessee reduced by that portion of the cost 
e:J>1

1
·~::i\c~ thereof, if any. as has been met directly or indirectly by 

dari'.J Government or by any public or local authority ........ . 

S. 10(2) (xiv;t Explanation 1.-Where an asset is used in the business 
(jd p~oviso after it ceases to be used for scientific research related to 
;;1_1 attcr that business, and a deduction has to be made under sec-

tion 32(1), clause (i) (ii) or (iv) [Section 10(2) (vi) or 
(vii)l in respect of that asset, the actual cost of the asset 
to the assessee shall be the 4ctual cost to the assessee as 
reduced by the amount of any deduction allowed • under 
section 35(1) (iv) [10(2) (xiv)] or under any corresponding 

11 of 19n. provision of the Indian Income-tax Act, 1922. ' 

[S. 1o(5) (c).J Explanation 2.-Where an asset is acqui,:ed by the as-, 
sessee by way of gift or inheritance, the actual cost of t'he 
asset to the assessee shall be the written down value th€1'e--' 
of as in the case of the previous owner for the prtviou.s 
year in which the asaet is so acquired or the market,value 
thereof on the date of such acquisition, whichever if; the 
less. • 

[S. 10(5) {a), Explanation 3.-. .Where, before the date Of ac• 
ut proviso.] quisition by the assessee, the assets were at any timt used 

by any other person for the purposes of his businesit, pro
fession or vocation and the Income•t.ax Officer is salisfied 
that the main purpose of the transfer of such assets, ~ct• 
ly or indirectly to the assessee, was the reduction of,a lia
bility to income-tax (by claiming depreciation with ~efer• 
ence to an enhanced cost), the actual cost to the assessee 
shall be such an amount as the Income-true Officer; may. 
with the previous approval of the Inspecting Amtistant 
Commissioner, determine having regard to all the c~um
stances of the case. . . 

[S. 10(5).(a}, Explanation 4-..... Where . assets which ha4 once 
::i
nd prov,so] belonged to the assessee and had been used by him for 

the purposes of his business, profession or vocatio• and 
thereafter ceased to be his property by reason of transfer 
or otherwise, are re.<zcquired by him, the actual c♦st to 
the assessee shall be the actual cost to him when £i first 
acquired the assets less all 4.epreciation actually a owed' 

11 of 1922. to him under this Act or under the Indian Income• Act, 
1922, or under any Act repealed by that Act or under exe-

2 or 1886. cutive orders issued when the Indian Income•tax Act, 1886, 
was in force, 

[5.1::iB(1),1md Explanation 5.-When any capital asset is transfen-ed 
proviso lau.-r by a company to its subsidiary company, then, if the condi
h~!f, par(] tions of secti~n 47(iii) [secti~ :12B(l), 2nd proviso, i·er 

halfl are satisfied, thf actual, a:>st . . . . . . . . . of the tr fer
red capital asset to tJte subsicf~TY company shall be en 
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Clause 42 

to be the same as it would have been. if the parent com
pany had continued to hold the capital_ asset for the pur
poses of its business. 

'paid' 
(2) "paid" means actually paid or incurred according [S. io{5) 

to the method of accounting upon the basis of which the Fir$!: para, 
profits or gains are computed under the head "Profits and part.) 
gains of business, profess'iirm or vocation"; 

(3) "plant" incl_udes sh~ps, vehicles, books, scientific rs'.'P
1
an~·~{s) 

apparatus and surgical equtpment purchased for the pur- Fint ,rara, 
poses of the business, profession or vocation; part.] 

(4) "received" means received ac~ording to the method "R.r:ceivcd'' 
of accounting upon the ba.tis of which the profits or gains (New.] 
are computed under the head "Profits and gains of business, 
profession or vocation"; 

(5) (i) "scientific research" means any activities in the "Scientific 
fields of natural or applied science for the extension of ~sca(r( . ) 
knowl,edge; E~I/ (/r 

(ii) references to expenditure incurred on scientific re-[S.,0(2)(~v) 
search ........ include all expenditure incurred for the pro-&J'!n. (u).] 
secution of, or the provision of facilities for the prosecu-
tion of, scientific research, but do not include any expen-
diture iiicurred in the acquisition of rights in, or arising 
out of, scientific research; 

(iii) references to scientific research related to a busi- [S.io(2)(Jtiv) 
ness or class of business include- Exp!n. (iii).] 

(a) any scientific research which may lead to or faci-
litate an extension of that business or, as the case 
may be, all businesses of that class; 

(b) any scientific research of a medical nature which 
has a special relation to the welfare of workers 
employed in that business or, as the case may be, 
all businesses of that class ; 

(6)... .. . . "speculative transaction" means a transac- (S. 24(1} 
tion in which a contract for purchase and sale of any Expln. (2).] 
commodity, including stocks •nd shares, is periodically or 
ultimately settled otherwise than by the actual delivery 
or transfer of the commodity or scrips: 

Provided that for the purposes ot this clau.se-

(a) a contract in respect of raw materials or merchan
dise entered into by a person in the course of his 
manufacturing or merchanting business to guard 
against loss through future price fluctuations in 
respect of his contr\ets for 1,.-;tual delivery of 
goods manufactured py him! dr merchandise sold 
by him; or 



"Written 
down value" 
[s. 10(5) {a), 
main part.] 

[s. 10(5) {bl, 
main pan.) 

11 of 1922. 

2 of 1886. 
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Clause 42 

(b) a contract in respect of stocks and shares entered 
into by a dealer or investor therein to guard 
against loss in his holdings of stocks and shares 
through price fluctuations; or • 

(c) a contract entered into by c member of a forward 
market or a stock exchange in the course of any 
transaction in the nature of jobbing or arbitrage 
to guard against loss which may arise in the ordi
nary course of his business as such member; 

shall not be deemed to be a speculative transaction; 

(7) "written down value" means-
(a) in the case of assets acquired in the previous year, 

the actual cost to the assessee; 
• • • 
(b) in the case of assets acquired before the previous 

year, the actual cost to the assesst!e less all depre
ciation actually allowed to him under this Act, 
or under the Indian lncome~tax Act, 1922, or any 
Act repealed by that Act, or under executive 
orders issued when the Indian Income-tax Act, 1886 
was in force: 

[s. 10{5) (b), Provided that in the case of a building previously the 
1st proviw.] property of the assessee and brought into use for the pur

poses of the business, profession or vocation after .the 28th 
day of February, 1946, "written down value" means the 
actual cost to the assessee reduced by an amount equal to 
the depreciation calculated at the rate in force on that 
date that would have been allowable had the building been 
used for the aforesaid purposes since the date of its ac
quisition by the assessee and had the provisions of this 
Act relating to the allowance for depreciation been in force 
on and from the date of acquisition. 

[s io(5) (b), Explanation 1.-When in a case of succession in. buS'i.-
2nd prov,~o] ness, profession or vocation, an assessment is made on. the 

successor under section 180(2) [Section 26(2) proviso], the 
written down value of any asset shall be the amount which 
would have been tciken as its written down value if the 
assessment had been made directly on the person succeed
ed to. 

[s. 128 (1), Explanation 2.-When any capital asset is transferred 
2nd prov,so, by a company to its subsidiary company, then, if the c<m-
1;~:~.'j half ditions of section 47(iii) [section 12B(l), 2nd proviso, ear-

lier half} are satis,fied, the.. . .. written down value... . 
of the transferred capital asset to the subS'i.diary company 
shall be taken to be the same as it would have been if the 
parent company had continued to hold the capital asset for 
the purposes of its business. 

r~- 10(5) Explanation 3.-Any allowance in respect of any de
~o/j' lauu predation carried forward under Chapter VI (chapter on 

• Aggregation and set qff] shall be deemed to be depl'!ecia
tion "actually allowed''. 
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Buildings provided by the assessee for the residential Section 43. 
accommodation of his employees engaged in the bminess, Residences of 
profession or vocation, where the occupation by the em~ employees. 
ployees of such building is subservient to and necessary for {New] 
the performance of their duties, shall, for the purposes aj 
computation of income ehargeable under the head "Profits 
and gains of business, profession or vocation", be deemed 
to be buildings occupied by the assessee for the purposes 
of his business, profession or vocation. 

Insurance business 
Notwithstanding anything to the contrary contained in Seotion ·44, 

the provisions of this Act relating to the computation of ti::;~:;::e 
income chargeable under the head "Interest on securities''. f: ' ( ). d 
"Income from house property" or "Income from other sour- s'~dJie ~e 
ces'', or in section 207 [18(5), main para, part regarding g.J ' 
credit for tax deducted at source] or in sections 28 to 43 
[all earlier sections regarding Profits and gains of busi-
ness], the profits and gains of any business of insurance, 
including any such business carried on by a mutual insu-
rance association or by a co-operative society, shall be com-
puted in accordance with the prooisions of the First Sche-
dule [Schedule, Rules 1 to 8]. 

E-Capital gains 

..... ..Any profits or gains arising from the sale, ex- Section 45-
change, relinquishment or transfer of a capital asset effect- Capital gains 
ed in the previous year shall, save as otherwise provided [s. 12 B (1) 
in sections 55 and 56 [12B(4)] be chargeable to income-tax mai':1 para 
under the head 'Capital gains'. earJier part.] 

The income chargeable to income-tax under the head ~':s ye!~ 
"Capital gains" shall be deemed to be the income of the [ B 
previous year in which the sale, exchange, relinquishment ~n 12rJ:2 
or transfer took place. latter pan.) 

FOr the purposes of section 45 [12B'(l) main para], the Section . 47 
following shall not be treated as a sale, exchange, relinqui- Transac~lllld 
shment or transfer of capital assets- =~.r:~,c. e 

(i) any distribution of capital assets on the total or [s. 12B(1) 
partial partition of a Hindu undivided family; :::~.] Prov. 

( •• ) t f ·taz d ift [s. 128{1), tst u any rans er of a capi asset un er a..... g ...... Pf'QV. part.] 
or will; 

... . • (s. 1~B(1)1ind 
(m) any transfer of a capital asset by a company to its l'rov. earlier 

subsidiary company if- • part.] 

(a) the parent company or its nominees hold the 
whole of the share capital of the subsidiary com
pany, and 

(b) the subsidiary comvany is an Indian company 
and is a resident. 



• 
136 

Clauses 48-50 

Section 48. The income chargeable under the head '·Capital gains" 
Mode_ofcom- shall be computed by deducting from the full value of the 
~u~aMn " nd consideration for which the sale, exchange, relinquishment 
[ e uci,o;-) or transfer of the capital asset is made, the following 
o~nin~2 2 

' amounts, namely-
lines.] . (i) expenditure incurred whotly and exclusively in 
( 5• 12 B(2 ) (,)J connection with such sale, exchange, relinquish

ment or transfer; 
[s. 12B(2) (ii) 
part.) 

(ii) the statutory cost of the capital asset, as detemiin
ed in accordance with the provisions hereirutfter 
contained ........... . 

Section 
49

. Where the capital asset became the property of the 
Statutory cost assessee by any of the following modes, the statutory cost 
with rder.-n- of the asset shall be determined in accordance with the 
cf to m_otles provisions of sections 50 and 51 [ next two sections foUow
[N!:_)uis,t,on ing, deating with determination of statutory cost]-

(i) under a purchase, exchange, relinquishment or other 
transfer; 

(ii) on any ·distribution of capital assets on the total or 
partial paTtition of a Hindu undivided family; 

(iii) under a gift or will; 

(iv) (a) by succession, inheritance or devolution; or 

(b) on any distribution of capital assetf on the dissolu-
tion of a firm or other association of pers~; or 

(c) on any distn.""bution of capital assets on the liq.ida
tion of a company; or 

(d) under a transfer on revocable or iTTevocable "brust. 

~ction 5o. The statutory cost of an asset shall be determined as 
Iktcrmina· follows-
tion of statu,,, 
tory cost. ( 1) Where the ca-oital asset became the property of 

the assessee by any of the modes specifiedi in 
section 49(i) [clause (i) of section for statUtory 
cost with reference to modes of acquisition], the 
statutory cost of the asset shall be-

[s. 12 B(2) 
{ii), part.) 

[s. 12B(2), 
3rd Prov. 
part.] 

(a) the cost of ac9uisition of the asset to the ~~es-
see _ ....... , as increased by the cost of any, im-
provements made thereto, incurred and born.I? by 
the assessee; or 

(b) where the capital asset became the property of 
the assessee ............ before the 1st day of Janu-
ary, 1954, then, at the option of the assessee, the 
fair market value of the asset on the 1st day of 
January, 1954, as increased by the cost of 'any 
improvements made thereto on or after th• 1st 
day of JanU4ry, 19~ incurred and borne b!J the 
assessee. i 
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(2) Where the capital as~et became the property of [s. . 12B(3), 
the assessee by the mode specified in section 49 (ii) [clause ma,!! para, 
(ii) of section re: statutory cost with reference to modes ~ 1;y half, 
of acquisition], the statutory cost of the asset shall be de- • 
termined as follows-

(i) where the capital asset became the property of the Ls. 12B c3), 
assessee before the 1st day of April, 1956, the sta- prov. (i), 
tutory cost of the asset shall be the highest of the part.J 
following-

(a) the cost of acquisition of the asset to the previ- [s. 12B(3). 
ous owner thereof, as increased by the cost of mai~ para, 
any improvements made thereto after its acqui- ead.1el r half, 
sition by the previous owner or the assessee, in- part 
curred and borne by the previous owner or the 
assessee, as the case may be; or 

(b) ...... the fair market value of the. ..asset on [s. 12B (.:1), 
the date on which it became the property of the prov. (i), 

• db l""'l assessee.... . ......... , as increase y the cost o 
any improvements made thereto after its acqui
sition by the assessee, incurred and borne by 
the assessee; or 

(c) where the capital asset bl?came the property of [s. 12 B (2), 
the previous owner .. ... before the 1st day of 3rd l pmv. 
January, 1954, the fair maTket value of the as- part 
set on the 1st day of Januacy, 1954, as increased 
by the cost of any impTovements made thereto 
on OT after the 1st day of January, 1954, by the 
nrevious owner or the assessee, incurred and 
borne by the previous owner or the assessee, as 
the case may be: 

(ii) where the capital asset became the property of [s. 1~ 8 .. (3) 
the assessee on or after the 1st day of April, 1956, provu,o (u).] 

...... the statutory cost of the asset shall be the 
fair market value of the asset on the date of the 
partition. as increased by the cost of any improve
ments made thereto on or after the date of the paT• 
titian, incurred and bOTne by the assessee. 

(3) Where the capital asset became the property of 
the assessee by any of the modes specified in section 49 
(iii) [clause (iii) of section regarding statutory cost with 
reference to mode of acquisition], the statutory cost of the 
asset shall be determined as follows :-

(s. 12 B (2) 

(i) where the capital asset became the property of 3~. P1"0B 
the assessee before the 1st day. of A;vril, 1956, its bJ,' \;;in 
statuto711 cost shall be determined in accordance para, earlier 
with the provisions of clause (i) of sub-section (2); half part; 

s. u B (3), 
(ii) wheTe the capital as~t be!ae the property of provr· (i), 

the assessee on or aft the ls <fay of April 1956, pattJ 
the statutory cost of the et ~ be-



[1 .. 12B (3), 
mam para, 
earlier half, 
.,.,,] 

[s. 12B (2), 
3rd prOv. 
part.] 

[s. 12 B (3), 
main p~1a, 
earlier half, 
part] 

[s. 12 B (2), 
3rd prov. 
pan] 

[s .. 12B (3), 
main para, 
!aucr half] 
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(a) the cost of acquisition of the asset to the previ
ous owner thereof, as increased by the cost of 
any improvements made thereto after its acqui
sition by the previous owner or the assessee, in
curred and borrie by the previous owner or the 
assessee, as the case may be; or 

(b) where the asset became the property of the pre
vious owner before the 1st day of January, 1954, 
then, at the option of the assessee, the fair mar
ket value of the asset on the 1st day of January, 
1954, as increased by the cost of any improve
ments made thereto on or after the 1st day of 
January, 1954, by the previous owner or the as
sessee, inc.urred and borne by the previou, own.
er or the assessee, as the case may be. 

(4) Where the capital asset became the prop€1'ty of 
the assessee, whether before or after the 1st day of Janu
ary, 1954, by any of the modes specified in section 49 (iv) 
[clause (iv) of section re : statutory cost and mode of ac
quisition], the statutory cost of the r:apital asset shall be-

(a) the cost of acquisition of the asset to the previous 
owner thereof, as increased by the cost of any im
provements made thereto after its acquisition by 
the previous owner or the assessee, incurred and 
borne by the previous owner or the asses,ee, as 
the case may be; or 

(b) where the asset became the property of the previ
ous owner before the 1st day of January, 1954, 
then, at the option of the assessee, the fair market 
value of the asset on the 1st day of January, 1954, 
as increased by the cost of any improvements 
made thereto on or after the 1st day of January, 
1954, by the previous owner or the assessee, incur
red and borne by the previous owner or the as
sessee, as the case may be. 

Explanation.-Where the cost of acquisition of a capi
tal asset to the previous owner cannot be ascertained, the 
fair market value on the date on which the capital asset 
became the property of the previous owner shall ~f~~= 
ed. to be the cost of acquisition thereof to the pn:vwu.s 
owner for the purposes of this section. 

Section 51 Where the capital asset is an asset in respect of which 
Special pro- a deduction on account of depreciation has been obtained 
~~o;utingfor by the assessee in_ any previOUs year either under this Act 
statutory cost or under the Indian Income-tax Act, 1922, or any Act re
in the case of pealed by that Act, or under executive orders issued when 
depreciable the Indian Income-tap: Act, l886, was in force, the prC>Vi
assets. sions ,of section 50 CprecediQg section regarding det;ermi• 
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nation of statutory cost] shall be subject to the following 11 ;r : 2 

modifications : - 2 o , 

(1) The written down value, as defined in section 42 
clause (7) (s. 10(5)], of the as,et, as adjusted, shall ~~d 12~ovl:i: 

(2) 

be taken as the statutory cost of the asset. partt 

Where under any provision of section 50... . (pre-
ceding section regarding comrutation of statutory [s. 1 :!l8 (2

)
1
, 

cost] the fair market value o the asset on the 1st proviso, part 
day of January, 1954, is to be taken into account 
at the option of the assessee, then, the statutory 
cost of the asset shall, at the o,)tion of the assessee, 
be the fair market value of the asset on the said 
date, as reduced by the amount of depre~tion, if 
any, aUowed to the assessee after the said date, 
and as adjusted . 

.. Where any capital asset was on any previous Sect!on 52 
occasion the subject of negotiations for its sale, exchange, 0pt,on 
relinquishment or transfer, any option or other money re- ;.::;%d. 
ceivea and retained by the assessee in respect of such nego. [ B (::i) 

tiations shall be deducted from the cost of acquisition or 4~
1
;roviso]' 

the written down value or the fair market value, as the 
case may be, in computing the statutory cost. 

The full value of the consideration for the exchange Se<rtion 53. 
of a capital asset referred to in section 48 [section re: Coruiidera· 
computation of income] shall be taken to be the fair mar-tion forex· 
ket value, on the date of the exchange, of the asset obtain• change. 
ed by the assessee in exchange,- [New] 

(a) as increased by the value of any other considera
tion obtained by the assessee, and 

(b) as diminished by the value of any consideration, 
in addition to the capital asset, given by the asses• 
see. 

Where the Income-tax Officer is satisfied that the con• Seiltion 54. 
sideration recited in any deed of sale, exchange, relin- (?0J1S;de:a• 
quishvi.ent or transfer of a capital asset is low and that it uoa for s:1~ 
was so recited with the object of avoidance or reduction ti~rminedoin 
of the liability of the assessee under section 45 [section casrs of 
re : chargeability], the full value of the consideration re- wi4entate
ferred to in section 48 [section re: computation of capital mep.t. 
gains] shall, with the prior approval of the Inspecting As· [s. 12 B (2 ), 
• t t C • • b t k t b th f • utprovl sis an omm1ss1oner ................... , e a en o e e arr • 

market value of the capital asset on the date on which the 
sale, exchange, relinquishment or transfer took place. 

Notwithstanding anything contained in section 45 fS. Sect!0 j .55 
12B(l) main para], where a capital gain arises from the ~;t f:~: 
sale, exchange or transfer of one or ~ore capital assets, true;. 

being buildings or lands appt4-Ttenant thereto the income [s. 12 B {.t,) 
of which is chargeable under the head ~Income from house (a)J 
10-1 Law Com./58. 
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property", and the full aggregate value of the considera
tion for which the sale, exchange, or transfer is made does 
not exceed the sum of twenty-five thousand rupees, the 
capital gain shall not.. . be included in the total in
come of the assessee: 

Provided that this section shall not apply in any cas~ 
where the aggregate of the fair market values of all capi
tal assets, being buildings or lands appurtenant thereto 
the income of which is chargeable under the head "Income 
from house property", owned by the assessee immediately 
before the sale, exchange or transfer aforesaid is made, 
exceeds the sum of rupees fifty thousand. 

Section 56. Where a capital gain arises from the sale, exchange, 
:!°fit ~n~:!; relinquishment or transfer of a capital asset to which the 
usedpforresi• provisions of section 55 [12B(4) (a)l are not applicable, be
dences. ing buildings or lands appurtenant thereto the income of 
[s. 12 B (4), which is chargeable under the head 'Income from h.ouse 
(b)] property', which in the two years immediately pre~ding 

the date on which the sale, exchange, relinquishmenJ: or 
transfer took place, was being used by the assessee or a 
parent of his mainly for the purposes of his own or the 
parent's own residence, and the assessee has within a 
period of one year before or after that date purchased a 
new property for the purposes of his own residence, then 
instead of the capital gain being charged to inc~ta.r 
as income of the previous year in which the sale, exch/;lnge, 
relinquishment or transfer took place, it shall, if the .jsses
see so elects in writing before the assessment is ma"e, be 
dealt with in accordance with the following p.rovisiOJ}S of 
this section, that is to say,- • 

(i) if the amount of the capital gain is greater than 
the cost of the new asset, the difference betw-een 
the amount of the capital gain and the cost qf the 
new asset shall be charged under section 45 [(12B) 
(1), main para] as income of the previous ye,-r; or 

(ii) if the amount of the capital gain is equal to4 less 
than the cost of the new asset, the capital gain 
shall not be charged under section 45 [sect· 12B 
(1) main para]. , 

> 
Section 
Interpreta
uon, 

57 In sections 50 and 51 [sections re : determinatidn of 
statutory cost)- • • 

[N=J 

[ef. s. 12B (2}, 
2nd prov. 
latter half) 

\
s. 12 B (2), 
ii) pan] 

(a) "adjusted", in relatio,i to written down val~e or 
fair market t1alue, means diminished by anit loss 
deducted or i-ncreased 'by any profit assessed, -imder 
the P'.?visions of section 32(1) ~lause (iv) (s. 10 
<2) (vu)-part for losses] or section 41(2) [s.:10(2) 
(vii)-part for profits], as the case may be; 

(b) "cost of any improvements'' means aU expen~iitu.re 
of a capital 114t-ure iMurred in making any ; addi
tions or alte.ations tb the capital asset, bu~ doe, 

I 
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not include any expenditure which is deductible 
in computing the income chargeable under the 
head "Interest on securities", "Income from house 
property'', "Profits and gains of business, profes
sion or vocation" or "Income from other sources",' 
and "improvements" shall be eonstrued according
ly. 

F-Income from other sources Section 58 

(1) ........... Income ...... of every kind ............ shall Income from 
be chargeable to income-tax under the head "Income from 0ther_ sources. 
other sources" if it is not chargeable io income-tax under (Section 2 (

1
)] 

any of the heads specified in section 14, items A to E [Sec-
tion 6, clauses (i) to (iv) and (vi))-

(2) In particular, and without prejudice to the genera
lity of the pnovisions of sub-section (1), the following in-
come shall be chargeable to income-tax under the head "In
come from other sources", namely : -

(i) dividends ....... . ·········• 
Dividends 
[S. 12 (1A).] 

(ii) income from machineTI/, plant or furniture belong- Hi~f . 
ing to the assessee an.cl let on hire, if the income ;i;,_ ~;iy, 
is not chargeable tio income-tax under the head furniture. 
"Profits and gains of business, profession or voca- [New] 
tion"; 

(iii) where an assessee lets on hi-re ,machine-ry, plant OT Le~. of 
furniture belonging to him and also buildings, and builfingsbl 
the letting of the buildings is ihreparable from the f~~e c of 
letting of the sdid machinery, pl.ant or furniture, m~~ry 
the income from such letting of the buildings, if it etc::. 
is not chargeable to incom.e-tu.r under the head (New] 
"Profits and gains of business, profession or voca• 
tion." 

(1) For the purposes •of inclusion in the total income ~·on 59 
of an assessee ..... .. .. any divide11d paid lij/ a company whose G . ~ ;,P 
total income is chargeable to income4ax under this Act of d ,den • 
shall be the gross amount of the dividend as detemiined [S •. 

1
16 (2), 

unde-r sub-section (2). • = para. 

(2) Subject to the provision, of sub-,ection (3), the gross cs.1 (2), 
amount of the dividend shall be the am4)Unt of"the net divi- maiti para, 
dend a.t increased in accordance with the following for- part.) 
mula-

DxR 
Increase=------

100 minus R. 
In the above formuia,-

(i) "Increase" stands for thf? inc-re~e· to be made in the 
amount of the net di~end; 



(S, 16 U) 
proviso.] 

Section 60 
Deductions. 

(S .. !l (2), 
ma,n para, 
pare] 

[S. 12 (3) &. 
(f) part for 
deductimu.J 

[S._ 12 {:?), 
main para 
part,) 
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(ii) 'D' stands for the amount of the net dividend; and 

(iii) 'R' stands for the average rate of income-tax ap
plicable to the company for the financial year in 
which the dividend is paid, credited or distributed 
or deemed to have been paid, credited or distri
buted. The rate is to be expressed as a percentage: 
for example, where the rate is 25 naya paise ·per 
rupee, 'R' stands for the figure 25. 

(3) .... When the fund out of which the dividend 
has been paid, credited or distributed or deemed to have 
been paid, credited or distributed includes-

(i) any profits and gains of the company not included 
in its total income, or 

(ii) any income of the company on which income-tax 
was not payable, or 

(iii) any amount attributable to any allowance made in 
computing the profits and gains of the company, 
the increase to be made under sub-section (2) shall 
be calculated only upon such proportion of the net 
dividend as the said fund after deduction of the 
inclusions enumerated above bears to the whole of 
that fund. 

The income chargeable under the head "Income from 
other sources" shall be computed after making the follow
ing deductions, namely:-

(i) .......... in the case ol.., ......... dividends, any reason
able sum paid by way of commission or remunera
tion to a banker or any other person realising such 
dividend on behalf of the assessee ; 

(ii) in the case of income of the nature referred to in 
section 58(2), clauses (ii) and (iii), [new sub-sec~ 
tions regarding income from hire of machineJY etc. 
and lease of buildings. inseparable from machinery, 
in the Section regarding chargeability], deductions, 
so far as may be, in accordance with the provfsions 
of sections 30(a)(ii), 30(c), ::Sl, clauses (i) and (ii), 
32(1). clauses (i) (ii) and (iv), and 36, clause (1) 
[section 10(2)(iv), (v), (vi) and (vii) portioJlS in
corporated in draft section for deductions in illCome 
from business]. and subject to the provisions oj 
sections 34 and 38 [section 10, provisions incorpo~ 
rated in draft section regarding conditions for de
preciation and development rebate and partial 
user]; 

(iii) any other expenditure (not being in the natt.Jre of 
capital expenditure) laid out or expended w_holly 
and exclusively for the purpose of making or earn~ 
ing such income... . . . .. . .. .. . . . . . 
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Notwithstanding anything to the contrary contained in Section 61 
section 60 [Section regarding deductions for income from Amounts not 
other sources), the following amounts shall not be deduc- deductible. 
tible in computing the income chargeable under the head 
''Income from other sources", namely:-

(a) in the case of any assessee-

(i) any personal expenses of the assessee; 

(ii) any interest chargeable under this Act which is 
payable outside India (not being interest on a 
Joan issued for public subscription before the 
1st day of April, 1938), ................ . on which tax 
has not been paid or deducted under section 202 
or 204 [Sections regarding deductions of tax at 
source]. and in respect of which there is _no per
son in India who may be treated as an agent 
under section 173[section 43]; 

(iii) any payment which is chargeable under the head 
"Salaries", if it is payable without India, unless 
tax has been paid thereon on assessment or de
ducted therefrom under section 201 [18(2)] 
or recovered under section 209 [18(7)]; 

[S. 12 (2), 
proviso.] 

(b) in the case of a company, any expenditure or allow- [S. 12 (5) 
ance of the nature referred to in section 40, clause part S read 
(c) [section 10(4A)(a) and·(b)]. notwithstanding 4~ l • 10 

that the amount thereof is included in the total in- • 
come of any person referred to in section 40(c)(i) 
[10(4A) (a)]. 

(1) The provisions of section 41(1) (Section 10(2A)] Section 62 
shall apply, so far as may be, in computing the income of Prdits 
an assessee under section 58 [ main section regarding charge. chargeable 
ability of Income from other sources], as they apply in lo tax. 
computing the income of an assessee under the head rs. 12 (5) 

"Profits and gains of business, profession or vocation". pan.) 

(2) When ariy buildings, machinery, plant or furniture {S. 12 (3) & 
to which section 5B<2). clause. (ii) and (ni} [sub-sect10ns (4)t. part for 
regarding income from hire of machinery etc and lease proms l 
of building, inseparable from machinery, in the section re-
garding chargeability] apply are sold, discarded, demolished 
or destroyed, the provisiQ.ns of section 41(2) [Section 10(2) 
(vii), 2nd and 4th provisos. so far as they deal with profits] 
shall avpl.y, so far as mau be, in computing the income of 
an assessee under section 58 [Section regarding chargeability 
of income from other sources] as they apply in computing 
the inq>me of an assessee undir the hmd "Profits and gains 
of bu.riness, profession or vocation". 
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CHAPTER V 

INCOME OF OTHER PERSONS. INCLUDED IN 
ASSESSEE'S TOTAL INCOME 

Section 63 All income arising to any person by virtue of a transfer 
Transfer of . .. . whether revocable or not and whether effected 
~ico°;6· (i) before_or after the commencement of this A~t, shall,_where 
(c)main para there is no transfer of the assets from which the income 
earlier half.] arises, be chargeable to income-tax as the income of the 

transferor. . .. ..and shall be included in his total income. 
Senion 64 
Revocable All income arising to any person by virtue of a revo
transh of cable transfer of assets shall be chargeable to income-tax 
assets. as the income of the transferor and shall be included in his 
(S. _16 (1) (c). total income. 
mam para, 
latter half.J 

Secrion 65 (1) The provisions of section 64 [S. 16(l)(c), main para, 
Irrevocable latter half} shall not apply to any income--
transfers. 
(S. 16 (,)_ (c), (a) 
3rd pl"OVISO, 

earlier ha!(.] 

arising to any person by virtue of a transfer which 
is not revocable for a period exceeding six years 
or during the lifetime of the transferee, or, ffl the 
case of a transfer by way of trust, du.ring the life
time of the beneficiary, and 

(b) from which income the transferor derives no direct 
or indirect benefit. 

_[S. 16 (_I) \e) (2) Notwithstanding anything contained in sub-section 
3rd 

pioviso (I) all income arising to any person by virtue of a transfer !attrr half.] ' • ..,. · h 
shall be chargeable tq income-tax as the income of t e 
transferor as and when the power to revoke the transfer 
arises, and shall then be inclw;led ,in his-tlotal ineome. 

Section 66 For the purposes of sections 63, 64 and 65 [section 16 
Defin,uons, (l)(c), main para and 3rd proviso] and of this section,-· 
[S. 16 

(i) (c-) (a) .. a transfer shall be deemed to be revocable 1st proviso.] 
if-

(i) it contains any provision for the retransfer direct
ly or indirectly of the income or assets t(> the 

...... transfer0,:, or 
(ii) it, in any way, gives tQe transferor a right to 

reassume power directly or indirectly ovet the 
income or assets; • 

[S. 
16 

(i) (c), (h' "transfer" include_ s an•• settlement, trust, coven. ant, <2nd proviso, "-/ fl 

par,.] agreement or arranganent. 1 

Secuon 67 In computing the total income of any individual, 1>eing 
Husband-, a male, there shall be included all such income as arises 
wife and directly or indirectly-
minor child-
ren. (i) to his wife from the membership of the wife in a 
[S. 16 (3).] firm in which such individual is a partner; 

(ii) to a minor child of s~h individual from the aFs
sion of the minor to' the benefits of partne hip 
in a firm in wtich sudi individual is a partner 
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(iii) to his wife from assets transferred directly or in
directly to the wife by such individual other'wise 
than for adequate consideration- or in connection 
wiih an agreement to live apart ; ...... . 

(iv) to a minor child, not being a married daughter, of 
such individual from assets transferred directly or 
indirectly to the minor child by such individual 
otherwise than for adequate consideration; or 

(v) ...... to any person or association of persons ..... . 
. . from assets transferred· otherwise than for ade

quate consideration to the person or association by 
such individual for the benefit of his wife, or a 
minor child (not being a married daughter), or both. 

CHAPTER VI 

AGGREGATION OF INCOME AND SET-OFF OR CARRY 
FORWARD OF LOSS 

Aggregation of inoome 

In comp~ting the total income of an assessee, there Seetion 68 
shall be included all income on which no income•tax is Total in<-ome 
payable under the pravisions of sections 81 to 87 [Sections [S. 16 (1) (a) 
relating to income on which no inco~tax is payable]. ea1,er part.] 

(1) In oom,puting the total income of an assessee who Sedtio.116g ' 
is a partner of a firm ............. whether the net result of the Mothod of 
C?mputation of total income of the fiT'ltl is a profit or a loss, eotiiputing , 
his share (whether a net profit or a net loss) shall be d\.-epa[~~~ 
computed as follows- income of 1he 

(a) any interest, salary, oommission. or other remunera• f;n;6 (i) (b) 
tion paid to any partner in respect of th~ previous mali.n para.] 
year shall be deduded from the total income of 
the fi:rm, and the balance ascertained and appOT· 
tioned among the pattners; 

(b) where the amount apportioned to the partner under 
clause ( a) is a profit, uy salary;, interest, commission 
or other remuneration paid to the partner by the 
firm in respect of the· previout year shaU be added 
to that' amount, and the result shall be treated as 
the partner's share in the income of the firm; 

(c) where the amount apportioned to the partner under 
clause (a) is a loss, any salary, interest, commission 
or other remuneration paid tb the partner by the 
firm in respect of the previous year shall be ad· 
justed against that a1'{iount, and the result shall be 
treated as the partnet"'s share iti, the income of the 
firm, l 
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f~ew] (2) A partner's share in the income of the firm, as 
computed under sub-section (1), shall, for the purposes of 
assessment, be apportioned under the various heads of in
come in the pr6portion which the income of the firm under 
each head bears to the total income of the firm. 

[:\"ewJ (::f) Any interest paid by a partner on capital borrowed 
for the purposes (>f investm.ent as his capital in the firm 
shall, in computing his income chargeable under the head 
''Profits and gair.s of business, profession or vocation" in 
respect of his share in the income of the firm, be deducted 
from the share, but 1110 other deduction shall be allowed in 
respect of the said share. 

rs. 16 (1) (b) (4) If a partner's share in the income of the firm, as 
pmviso.J computed under this section, is a loss, such loss may be 

set off, or carried forward and set off, in accordance with 
the provisions of this Chaziter. 

[New) 

Section 70 
Cash <:rcdits. 

(New] 

Section ;1 

Unexplained 
Invesimf'11ls. 
[New] 

Scc1ion 72 

Explanation.-ln this sectwn, ''paid" has the same mean
ing as is assigned to it in section 42, clause (2) [s. 10(5)]. 

Where any sum is found credited in the books of an 
assessee maintained for any previous year, and the as1essee 
offers no ei:planation about the nature and source thereof 
or the explanation offered by him is not satisfactory, the 
sum so credited shall be deemed to be the income aj the 
assessee and shall be chargeable to income-tax ,as the in
come of that previous year. 

Where in the financial year immediately preceding the 
assessment year the assessee has made investments which 
are not recorded in the books of account maintained by him 
for any source of income, and the assessee offers no e;rpla
rrntion about the natuTe and JOUTCe of the investments OT 
the explanation offered by him is not accepted by the ln
c::ime-tax Officer, the value of the investments shan be deem
ed to be income of the assessee of such financial year. 

Set off, or carry forward and set off 

Set-off of loss Save as otherwise provided in this Act, where the net 
from one bu. result for any assessment year in -respect of any business, 
smess 10 loss profession or v'.)cation carried on by the assessee, computed 
from anoiher. under the head "Profits and gains of business, profession or 
(New] vocation", is a loss, the assessee shall be entitled to have 

the amount of such loss set off against the profits and 
_qains assessable for that assessment year from any other 
business, profession or vocation under the said head of in
come. 

S«:tion 73 . 
• Sc ff f 1 (1) Where m respect of any assessment year the net 
frot;;: on~ h~~ result of the Mmputation under any of the heads of income 
to ano1h-,r. mentioned in section 14 [6] other than "Capital gain," is 
[ ( ) a loss to the assessee, tke asses tee shall, sub1· ect: to the other $. 114 I , 
main para.] provisions of this Chapter, be entitled to have the amount 
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of such loss set off against his income assessable for that 
assessment year under any other head.. . ... except 
"Capital gains". 

(2) Where for any assessment year the net result of Carry for-
the computation under the head "Profits and gains of busi-. Trbn~ set 
ness, profession OT vocation" is a loss bo the assessee, not r~s. UStn('U 
being a loss sustained in a speculation business, and such 
loss has not been wholly set off in accordance with the pro- [s •. 24 (2), 
visions of sub-section (1), so much of the loss as is not so ;:.~para, 
set off or the whole loss where the assessee had tio income 
under any other head, shall, subject to the other provisions 
of this Chapter, be carried forward to the following assess-
ment year, and .. 

(i) it shall be set off against the profits and 
gains, if any, of any business, profession or voca
tion carried on by him and assessable for that assess
ment year, provided that the business, profession or 
vocation for which the loss was originally computed 
continued to be carried on by him in ;he previous 
year relevant for that assessment year; and 

(ii) if the loss. .._ .. cannot be wholly so set off, the 
amount of loss not so set off shall be carried forward 
to the following assesament year and so ori . 

. (3) Where any al~owance. c,r part t~ereof is ll!ld~r sub- ~~2~ M; 
section (2) of sectwn ;:i2 [section regarding deprec1at1on] or and//o~) 
sub-section (4) of section 35 [Section regarding scientific (xiv) 2nd 
research expenditure] to be carried forward, effect shall l'ro.-.(f)part.] 
first be given to the provisions of sub-section (2). 

(4) ...... No loss shall be. . .. carried forward under [s .. 24 (2) 
this section fior more than eight assessment years imtme- ma1t11 p•ra 
diately succeeding the assessment year for which the loss part. 
was first computed. 

Seetion 74. 
(1) Any loss computed in respect of a speculation busi- t.os,es ;11 ~pe

ness carried on by the assessee, shall not be set off except culation busi
against profits and gains, if any, of another speculation busi- ness. 
ness. fs. 24. {1), 1st 

prov.J 
(2) Where for any O§Sessment year any loss computed (s. ~4 (2), 

in respect of a speculation business has not been wholly set mai• para 
off under sub-section (1), so much of the Loss as is not so parr.) 
set off or the whole loss where the assessee had no income 
from any other speculation business, shall, subject to the 
other provisions of this Chapter, be carried forward to the 
following assessment year, and-

(i) ...... .it shall be set off against the profits and 
gains, if any, of any speculation business carried on 
by him assessable for that assessment year; ancl 

(ii) if the loss cannot be iaholly so set off, the am.aunt 
of loss not so set off shall be carried forward to the 
following assessment Y':?ar and ISO on. 
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~~0/!b/;l'rt (~) In respec_t of allowance on account of depreciation or 
and,. 10 (2) capital expenditure on scientific research, the provisiOns of 
(xiv), 2nd sub-section (3) of section 73 [preceding section regarding set 
Pro;'j' (f} off etc. in non-speculation business] shall apply in relation to 
par· speculation business as they apply in relation to any other 

s. 24 (2), 
main para, 
part.] 

business. . 

(4) No loss shall be carried forward under this section 
for more than eight assessment years immediately succeed
ing the assessment year for which the loss was first com-
puted. 

Section 75 (1) Where in the previous year relevant for any assess
Losses under ment year the assessee su_stains a loss under the head "Capi
!?C . 

1 
head tal gains", the assessee shall, .mbject to the other pr01:lision.s 

gai~f.t,'.a of this Chapter, be entitied t.o have the amount of such 
loss set off against his other income assessable for tAat as

[s. 24(2A)J sessment year under the head "Capital gains". 

[s. 24 (2B), 
parL] 

(2) Where in res-pee{ of any assessment year the net 
result of the computation under the head "Capital pains'' 
is a loss to the assessee, such loss shall, subject to the other 
provisions of this Chapter, be carried forward to the follow
ing assessment year and .,c,et off against capital gains cz.ssess
able for that assessment year, and if it cannot be so set off, 
the amount thereof not so set off shall be carried forward 
to the following assessment year and so on ...... : 

Provided that where the loss computed... in reS??ct of 
any assessee, not being a company, for any assessmetljt year 
does not exceed five thousand rupees, it shall not He car
ried forward under th.is sub-section. 

(2ft) (3) .......... No ........ .loss shall be ca,tried fdrward 
under sub-section (2) for more than eight assessmen~ years 
immediately succeeding _the assessment year for which the 
loss was first computed. 

Section 76. • · 
Losses ofre• (1) ;········ ... Where the asse~e IS a reg1S.tered·fir'1, any 
giatcrcd firms, loss which cannot be set off agamst other income ... ,. ....... . 

of the firm shall be apportioned between the partqers of 
[s. 2t (,),2nd the firm and they alone shall be entitled to have the m:ount 
proviso lauer • [24 1-.alr.) ' of the loss set off under sections 73(1), 74(1) and 75 1) 

(!)) ' 

[s. 24(2) 
Proviso (c), 
earlier part 

(2) Nothing.. . ....... contained in section 73(2), 74(2) or 
75(2) [s. 24(2) main para and 24(2B)] shall entitle any as
sessee, being a registered firm, to have carried forwatd and 
set off its loss.. ..under the pro-visions of sectioQ 73(2) 

Section 77 or 74(2) [24(2) main para] or section 75(2) [24(2B)]'. 
Los5es of 
unregistered In the case of an unregistered firm .......... assessed 
~sg:;:::;;/ under the provision$ of section 190(b) [23(5)(b)] -,i res
firms [u4(2) pect of any assessm«nt ye~r,\. its losses fo/ that asse1sment 
Ptoviso (dJ.J year shall be dealt wtth as if ;iti were a registered firm. 
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(1) ........ Where the assessee is an unregistered firm Section 78 
which has not been assessed as a registered firm under Losse~ of ed 
the provisions of section 190(b) [23(5)(b)] any ......... loss ~=~:i~s 
of the firm shall be set off only against the income. .. partners. 
of the firm. [s. 11t(1) 2nd 

(2) Wh h . f . Proviso, • . . . ere t e assesse is a partner o an unregis- earlier half.} 
tered firm which has not been assessed as a registered firm 
under the provisions of section 190(b) [s. 23(5)(b)] and his 
share in the income of the firm, is a loss,-

(a) such loss shall not be set off under the provisions (New] 
of section 73(1), 74(1), or 75(1) [Sec. 24(1)]; 

(b) nothing contained in sectiQ.n 73(2) O'I' 74(2) [Sec. 24 (~. 2t{2)( ) 
(2) main para] or section. 75(2) [S. 24(2B)] shalt: ~~:;s~r~ 'i 
entitle the assessee to have canied forward and set a • 
,off against his own income such loss. 

(1) Where a change has occurred in the constitution of Section 79 
a firm, nothing in this Chapter sha1l be deemed to entitle Setoft:of 
the firm to have set off so much of the loss pro- !os,c9 •n ~e 

• of change m porhonate to the share of a retired or deceased partner com- constitution 
puted in accordance with the provisions of section 69 [clause of ft-m9 or on 
(b) of sub-section (1) of section 16] as exceeds hiS share of succession. 
profits, if any, of the previous year in the firm, or to entitle [~.24-{2}, Pro
any partner to the benefit of any portion of the said loss vu,o (c),] 
which is not apportionable to him under section 69 [sec-
tion 16(1)(b)]. 

(2) Where any person carrying on any business, profes
sion or vocation has been succeeded in such capacity by 
another person otherwise thart by inheritance, nothing iA 
this Chapter shall be deemed to entitle any person other 
than the person incurring the loss to have it set off against 
his income ............. . 

N,otwithstand.ing anything contained in this Chapter, no Sec,on SO 
loss which has not been determ.ined in pursuance of a re- Sul=°· 
turn filed under the provisions of secticm 143 [22] shall be of uun for 
carried forward and set off under s,ction 73(2) or 74(2) 1°" · 
[24(2)] or section 75(2) [24(2B)J. [s. *.(:zA), 

plU"~? 

CHAPTER VII 

INCOMES ON WHICH NO INCOME-TAX IS PAYABLE 

Income-tax shall not be p,yable by an assessee in res- Seclion 81 
pect of such portion, if any, of the ~rned income inclu- Earied in-
ded in his total income as is directed by the annual Cen• c0n1e. . 

• tral Act fixing the rate or rates of income-tax for any as• {s. l5A,
1
carh

sessment year to be deducted in makii,.g an assessment for er part, 
that year 

(1) Income-tax shall not be payable by a co-operative ~~rati!! 
society, including a co-operatJ.ve socitty carrying on thesocify. 
business of banking,- [s. (3). 

' mai J)Ua.J 
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(i) in respect of prnfits and gains of business carried 
on by it; 

(ii) in respect of interest and dividends derived from 
its investments with any other co-operative socie
ty; 

(iii) in respect of any income derived from the letting 
of godowns or warehouses for storage, processing 
or facilitating the marketing of commodities ; 

(iv) in respect of any interest on securities chargeable 
under section 18 [8] or any income from property 
chargeable under section 22 [9], where the total 
income of such society does not exceed twenty 
thousand rupees and the society is not a housing 
society or an urban consumer's society or a society 
carrying on transport business. 

{,. 14 (3) Ex• (2) For the purposes of this section an "urban consu
pln.J mers' co-operative society" means a society for the benefit 

of consumers within the limits of a municipal corporation, 
municipality, municipal committee, r1otified area committee, 
town area or cantonment. 

[s. 14 (:J), 
prov;so.] (3) The provisions of sub-section (1) shall not apply_ 

to-

(i) the Sanikatta Saltowners' Society ; 
(ii) a co-operative society carrying on insurance busi

ness in respect of the profits and gains of that 
business comptited in accordance with section 44 
[Rule 9 of the Schedule]. 

S~c~ion 83· Income-tax shall not be payable by an assessee, who 
Pr:i%d~pc- is_~ member ?f a co-o~erative sociE!tY,. in respect of any 
rative socic- dividends received by him from the society. 
ty. [s.14 (4),J 

Marketing 
Society. 
[s.14 (5).J 

Income-tax shall not be payable by an assessee, which 
is an authority constituted under any law for the time be
ing in force for the marketing of commodities, in respect 
of any income derived from the letting of godowns or ware
houses for storage, processing or facilitating the marketing 
of commodities. 

!-iwion B5. (1) Save as otherwise hereinafter provided, income
f:l~wJ '.'stdb-- ta:r shall not be payable by an assessee on so much of the 
s~~;!1 u'nd("':: profits or gains derived from any industrial undertaking 
takings. to which this section applies as do not exceed six per cent. 
[s.15 C (1)] per annum on the capital employed in the undertaking,. 

computed in accordance with such rules as may be made 
in this behalf by the Central Board of Revenue. 

(2) This section applies to any industrial undertaking 
which fulfil-s all the foll-owing conditions, namely: -

[s.15 c (2), (i) it is not formed by the splitting up or the recons-
main para.] truction of business already in existence;. 
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it is not formed by the transfer to a new business 
of building, machinery or plant used in a business 
which was being carried on before the 1st day of 
April, 1948 ; 
it has begun or begins to manufacture or produce 
articles in any part of India at any time within a 
period of thirteen years from the 1st day of April, 
1948, or such further period as the Central Gov
ernment may, by notification in the Official 
Gazette, specify with reference to any particular 
industrial undertaking ; 

it employs ten or more workers in a manufactur
ing process carried on with the aid of power, or 
employs twenty or more workers in a manufac-
turing process carried on without the aid of power. 

(3) ........ The Central Government may, by notifi- [1. 15 c (2). 
cation in the Official Gazette, direct that the exemption proviso.} 
conferred by this section shall not apply to any particular 
industrial undertaking. 

(4) The profits or gains of an industrial undertaking (~.15 C(3)J 
to which this section applies shall be computed in accor-
danc~ with the provisions of sections 28 to 43 [Section 
10]. 

(5) Nothing in this section shall affect the application fs,15 C(5)) 
of sections 113 to 120 .... , .... (23A] in relation to the pro-
fits or gains of an industrial undertaking to which this sec-
tion applies. 

(6) The provisions of this section shall apply to the [s,r5 C(6H 
assessment-

(i) for the assessment yeaT if in the previous yeaT for 
that assessment year the assessee begins to manu
facture or produce articles, and 

(ii) for the four assessment yea,s immediately suc
ceeding. 

Income-tax shall not be payable by a shareholder in Seciion 86 
respect of so much of any dividend paid or deemed to be Di➔dend 
paid to him by an industrial und~rtaklng as. is a~tributable fror_~ewJ in
to that part of the profits or gains on which income-ta.x dutial . 
is not payable under section 85 [preceding section re: new [ 15r~f 
industrial undertakings]. 

1
• 4 • 

Income-tax shaU not be payable by an assessee in res- Section 87 
pt?ct of the following amounts which aTe included in his Other in-
total income- comc1. 

(i) ........ the interest received. on any security of the [s.-8, 2wipro
Central Government issued or. declared to be in- v,so.J 
come-tax free ; ' 



[New) 

[Cf. $.8, 3rd 
proviso.] 
[,.14(~) (a)) 
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(ii) the interest received on any security of a State 
Government issued income-tax free, the income
tax whereon shall be 7X1yable by the State Gov
ernment; 

(iii) if the assessee is a partner of an unregi$tered 
firm, any portion of the assessee's share 
in the profits and gains of the firm computed in 
the manner laid down in ser,tion 69 [16 (1) (b)] on 
which income-tax has already been paid by the 
firm; 

(iv) if the assesse is a partner of a registered firm, 
the amount which represents the difference bet- . 
ween-

(a) the assessee's share in the total income of the 
firm, and • 

(b) his share in such total income as reduced by the 
income-tax, if any, payable by the firm, 

the shares in either case being computed in the 
manner laid down in section 69 [16(1) (b)]; and 

(v) if the assessee is a member of an associatipn of 
persons, other than a Hindu undivided family. a 
company or a firm, ...... any portion of the arhount 
which he is entitled to receive from the associa
tion on which income-tax has already been paid 
by the association. 

CHAPTER VIII 

REBATES AND RELIEFS 

A-Rebate oJ income-tax. 

~;ion 
88

' (1) Subject to the proviaions of this section, the as
life i~t~ran~~ sessee shall be entitled to a deduction, from the amount of 
pren1ia, income-tax on his total income with which he is c}Ja.rge
annui.ties .and able for any assessment year, oJ an amount equal to the in
contnbu.nons come-tax calculated at the aoerage rate of income-t4x on 
to provident h f ll . l . . 
fund$ etc. t e o owing sums, name y. - . 
[s.17{~}, I 

P"(s.:t,.JC•II (a) .. ........ where the aasessee is an individ~any 
sums paid in the previous year by the a 

(i) to effect or to keep in force an insurance the 
life of the assessee or on the life of a wife or 
husband of the assessee ; or 

(ii) to effect or to keep in force a contract for a de
ferred annuity on the life of the assessee or on 
the life of a wife or husb'and of the assessqe ; or 

(iii) as a contribution to any provident fund to which 
19 of li25· the Provid•nt Funds Act. 1925, applies ; 
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(b) where the assessee is a Hindu undivided family, ... [s. 1 _, ( 2 )) 

any sums paid in the previous year by the assessee 
to effect or to keep in force an insurance on the 
life of any male member of the family or of the 
wife of any such member ; 

(c) ....... any sum deducted in the previous year from [s.7 (1), 151 
the salary payable by or on behalf of the Govern- provllO.] 
ment to any individual, being a sum deducted in 
accordance with the conditions of his service, for 
the purpose of securing to him a deferred annuity 
or making provision for his wife or children, in 
so far as the sum so deducted does not exceed one• 
fifth of the salary ; 

(d) if the assessee is an employee participating in a [New] 
recognised provident fund, his own contributions 
to his individual account in the fund in .Jhe previ. 
ous year, to the extent provided in section 295 
[58FJ ; 

(eJ if the assessee is an employee participating in an [Ne"') 
approved superannuation f11.nd. any sum paid in 
the previous year by him by way of contribution 
towards the superannuation fund, to the extent 
provided in section 311 [58R]. 

(2) The provisions of clauses (a) and (b) of sub•section Is.15:(~A)) 
(1) shall apply only to so much of any premium or other 
payment made on a policy (other than a contract for a 
deferred annuity) as is not in excess of· ten per cent. of the 
actual capital sum assured. 

Explanation:-. . .. In calculating any such capital 
sum, no account shall be taken- • 

(i) of the value of any premiums •greed to be return
ed, or 

(ii) of any benefit by way of bonqs or otherwise over 
and above the sum a¢tually a.ssured, which is to 
be or may be received under the policy by any 
person. 

(3) The aggregate of the au.ms in respect oJ which a (s.,s (3)] 
deduction of income-tax is allowed under sub•section (1 ), 
shall not exceed, in the case of an individual, 
one--fourth of his total income ............ or eight thousand 
rupees, whichever is less, and in the case of a Hindu undi• 
vided family, one-fourth of ,its total income or sixteen 
thousand rupees, whichever is less. 

( 1) Subject to the provisions of this section, the asses- Sectlon Bg. 
see shall be entitled to a deduction from the amount of ~tiorui for 
income-tax on his total income with t,11hich he is chargea =le 
able Jor any assessment year, 1of an 4tn®nt equal to the P : • 

I 



(s.1_5B (1) 
main P'"ra 
and 17 (2), 
part.] 
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income-tax calculated at the average rate of income-tax 
on any sums paid by him in the previous year as donations 
to any institution or fund to which this section applies. 

[s.15B (1i2)d (2) No deduction shall be made under sub-section (1) 
proviso. a : if the aggregate of the sums pa.id as aforesaid by the asses

see is less than two hundred and fifty rupees. 

[s.15B (1):md (3) No deduction shall be made under sub-section (1) 
proviso, (b).] in respect of any sums paid in excess of one-twentieth of 

the assessee's total income as reduced by any portion there
of on which income-tax is not payabl.e under any provi
sion of this Act and by any amount in respect of which a 
deduction of income-tax has been granted under the pro
visions of this Chapter, or one hundred thousand rupees, 
whichever is less. 

[s.15B (3)] (4) The amount of income-tax deductible under this 
section, together with the amount of super-tax deductible 
under section 109 [section 15--B-for super-tax] shall not 
ih any case exceed half the aggregate of the donations in 
respect of which the deduction is allowed under this sec• 
tion. 

[,.1 5B (2), (5) This section applies to any institution or fund 
main para.) established in India for a charitable purpose which fulfils 

the following conditions, namely:-

21 of 18fio 

I of 1956 

(i) if the institution or fund derives any income, such 
income would not be liable to inclusion in ib total. 
income under the provisions of section 12 (1) to 
12 (4) [section 4(3)(i)] or section 12(5) [4(J) (ii)] 
or section 11(24) [new provision added in the draft 
clause for exclusion from total income, whip} re
lates to universities or other educational in.stftu
tions not existing for profit] ; 

(ii) 

(iii) 

the institution or fund is not expressed to be for 
the benefit of any particular religious community ; 

the institution or fund maintains regular accounts 
of its receipts and expenditure ; and 

(iv) the institution or fund is either constituted as a 
public charitable trust or is registered under the 
Societies Registration Act, 1860, or under any law 
coTTesponding to that Act in force in any part of 
India or under section 25 of the Companies Act, 
1956, or is a university established by law, or is 
any other educational institution recognised by 
Government or by a university established by law, 
or affiliated to any university established by law 
or . is an institution financed wholly or in 
part by the Government or. a local authority. 
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(6) An institution or fund established for the benefit [s.158 (2), 
of scheduled castes, backward classes, scheduled tribes or Expln.J 
of women and children shall not be deemed to be an insti-
tution or fund expressed to be for the benefit of a religious 
community within the meaning of clause (ii) f>f sub-section 
(5). 

B.-Reliej for income-tax 

Where, by reason of any portion of an assessee's sala- Section 90 
ry being paid in arrears or in advanc~. or by reason of his Sala,y paid 
having received in any one financial :year salary for more for more thao 
than twelve months or a payment which is under the pro- one year. 
visions of section 17 [sub-sect.ion (1) of section 7] a perqui- (s.6o <2)J 
site or a profit in lieu of salary, his income is assessed at 
a rate higher than that at which it would otherwise have 
been assessed, fhe Central Government may grant the ap-
propriate relief. 

(1) Where by virtue of the provisions of section ~3Sce?on91. 
[section 25(3) part and section 25(4) part as incorporated in Bussiess as,. 
the Chapter on exclusio.n from tota~ income] the _income ~~cd Inc~':: 
of any business, profession or vocation of any penod has we Ace, 1g18 
not been included in the total income of the assessee, the [s.25 (3),par 
assessee may further claim that the income ............ from and 2

1
s (4), 

that business, profession or vocation of the said period pan. 
.shall be taken as the amount CYj income from that business, 
profession or vocation of the previous year immediately 
preceding t~e said period. Where any such claim is made, 
the income•tax payable in respect of the total income of 
the previous year immediatel~ preceding the said period 
shall be determined in accordance with that claim. and if 
an amount of income•tax has already been paid in respect 
of that previous year in excess of the amount payable on 
the basis of such determination, a refund shall be given 
of the excess. 

(2) No claim to. the relief ~oi:ded under sub-section c,.25 (s)J 
(1) shall be entertamed unless 1t 1s made before the ex-
piry of one calendar year from the date on which the busi-
ness, profession or vocation was discontinued or the suc-
cession took place, as the case may be. • 

CHAPTl:R IX 

DOUBLE TAXATION RELIEF 

'I'he 
ment-

Central Government may enter into an agree,. Section 92 

~cmcnt 
wttb. eoun• 

(a) with the Government of any ·country outside India tric1. 
for the granting of relief in respect of income on (s.49AJ 
which ha_ve been paidi both iljcbme-tax (including 
super-tax) under this jAct am, !ncome-tax in that 
country, or • 

11-1 Law Com./58 
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Clause, 92-93 

(b) with the Government of any country outside 
India for the avoidance of double taxation of in
come........ under this Act and under the corres
ponding law in force in that country; and may, by 
notification in the Official Gazette, make such provi
sions as may be necessary for impleQ1enting the 
agreement. 

Section 93 . (1) If any person who is resident in India in any pre
Countries vious year proves that, in respect of his income whith ac
wi1h which crues or arises during that previous year without Iruli.a 
no agr~ment·(and which is not deemed to accrue or arise in India), he 
emts. has paid in any country, with which there js no agreement 
[s.49 D{i)) under section 92 [49A] for the relief or avoidance of dou-

(s. 49 D, 
Exp!.) 

ble taxation, income-true, by deduction or otherwise, )Jnder 
the law in force in that co~try, he shall be entitled to 
the deduction from the Indian income-tax payable b:t him 
of a sum calculated on such doubly taxed income it the 
Indian rate of tax or the rate of tax of the said co\liltry, 
whichever is the lower, or at the Indian rate of tax i1 both 
the rates are eqtial. 

(2) If any person who is resident in India in ani pre-
vious year proves that in respect of his income whi h ac
crues or arises to him during' that previous year in aJtis.. 
tan he haS paid in thtt countty, by deduction or othe~e, 
tax payable to the Oovernment under any law fqr the 
time being in force in that country relating to taxatton of 
agricultural income, he shall be entitled to a ded'1,ction 
from the Indian income-tax payable by him- 1 

(a) of the amount of the tax paid in Pakistan imder 
any law aforesaid 011; such income which is lliable 
to tax under this Act also ; or : 

(b) of a sum calculated on that income at the lndian 
rate of tax ; • 

whichever is less. 

Explanation.-In this section,-
(i) the expression "Indian income-tax" means infome

tax and super-tax chJJ.rged in accordance wilb the 
provisions of this Act ; 

(ii) the expression "Indian rate of tax" met the 
rate determined by dividing the amount of dian 
income-tax. after deduction· of any relief du un
der the provisions of this Act bl.it before ded ction 
of any relief due under this section, by the total 
income i 

(iii) the expression "rate of tax of the said colJlltry" 
means income-tax and super-tax actually p•id in 
the said country in . aiccordance with the ~rres
pond~ la~ of the~~ country ~fter deduc~on of 
all relief duq, but fbre deduction of any ,relief 

' ' ' 
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Clauses 93-96 

due in the said country in respect of double taxa
tion, divided by the whole amount of the income 
asessed in the said countrJ; 

(iv) the expression "income-tax" in relation to any coun
try", includes any excess profits tax or business 
1irofits tax charged on the profits by the Govern
ment of any part of that country or a local autho-
rity in that country. 

(1) Where any dividend has been paid, credited or dis- Se~ion 94 
tributed or is deemed to have been paid, credited or dis- Relief to 

tributed t? a shareholder of a compa.n.~ which has obtain-:m~: 
ed the reheL .......... granted under section 92 [49A] or un- as rehef to 
der the India and Burma (Income-tax Relief) Order, 1936, W•e holder. 
the shareholder shall be deemed in respect of such divi- [1. 45q 
dend himself to have obtained such relief at the rate at 
which such relief has been granted in respect of income-
tax only to the company for the financial year preceding 
the year in which the dividend was paid, credited or dis-
tributed or is deemed to have been paid, credited or dis-
tributed. 

(2) If the rate at which a shareholder is deemed un
der sub-section (1) to have obtained relief exceeds the rate 
at which he would have been entitled· to relief had such 
relief been given direct to him by or under the said section 
or Order, any excess shall ht recov«ed from him either 
as an addition to the tax payable by him on any assess
ment made on him under section 147 or 148 [23] or section 
152 (34) or by setting it off against any relief due to 
him under section 247 (48]. 

CHAPTER X • 
PROVISIONS AGAINST AVOIUANCE OF TAX. . 
Wh.ere business is carM:ed on bett»een a resident and a = ~~. 

non-resident, ............ and it appears to the Income-tax sa4iou with 
Officer, that owing to the cl0$e connqction between them, notrcaideiits. 
the course of business is so arranged. that the business [s. ~ (~)] 
transacted between them prQduces t(t the resident either • 
no profits or less than the ordinary ptofits which might be 
expected to arise in that business, the Income-tax Officer 
shall determine the amount of profits........... which may 
reasonably be deemed to have been· derived therefrom 
and include such amount in the total income of the resi-
dent ........... . 

Explanation.-For the purposes of this section, "non
-resident" includes a person ttho is not ordinarily resident 
within the meaning of sectio$ 6, cla•e (6) [4B]. Scttion g6 

(1) Where there is a tra113fe-r of assets by virtue or in A','-Oidance of 
consequence whereof, either alone or in conjunction with in4ome-w.: 
associated operations, any income ....... ..... becomes payable ~r tr~• 

to a non-resident, the following provisions shall appty- $:;:'"', r· : . m o 
• • e ~ 

n NIPdelu1 
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Ctause 96 

(a) where any person has by means of any such trans-

(b) 

fer, .......... eitheT alone or in conjunction with as-. 
sociated operations, acquired any rights by virtue 
.......... of which he has. within the meaning of 
this section, power to enjoy ...... whether forthwith 
or in the future, any income of a non-resident per. 
son which, if it were income of the first-mentioned 
person received by him in India, would be charge• 
able to income-tax, that income shall, whether 
it would or would not have been chargeable to 
income-tax apart from the provisions of this sec
tion, be deemed to be income of the first--men
tioned person for all the purposes of this Act; 

where, whether before or after any such transfer, 
any such first mentioned person receiv-

es or is entitled to receive ............ any capital s-um 
the payment whereof is in any way. connected 
with the tran,ter or any associated operations, then 
any income which, by virtue or in consequence 
of the transfer, either alone or in conjunctio1i with 
associated operations, has become the income of 
a non..resident shall, whether it would or would 
not have been chargeable to income~tax apart from 
the provisions of this section, be deemed to be the 
income of the first•mentioned person for all the 
purposes of this Act. 

(2) The provisions of sub-section (1) shall not apply 
if such first mentioned person shows to the satisfaction of 
the Income--tax Officer either-

(a) that neither the transfer nor any associated ope-
ration had for its purpose or for one of its pu.poses 
the avoidance of liability to taxation; or 

(b) that the transfer and all associated operations: were 
bona fide commercial transactions and were! not 
designed for the purpose of avoiding liabiliJl;Y to 
taxation. 

' 
(3) For the pt.irposes of this section, an "assotfated 

operation" means, in relation to any transfer, an opetation 
of any kind effected by any person in relation to- · 

(i) any of the assets transferred, or 

(ii) any &Ssets representing _whether directly or indi• 
rectly any of the assets transferred, or 

(iii) .. the income arising from any such assets, 

(iv) 

or 
. any assets representmg whether directly 

or mdirectly the accnmulat!ons of income at'ising 
from any such assets. 
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Clause 96 

(4) A person shall, for the purposes of this section, be [a. ,w)())J 
deemed to have power to enjoy income of a non-resident 

... if-
(a) 

(b) 

th€' income is in fact so dealt with by any persor.. 
as to be calculated at some point of time and, wh~
ther in the form of income or not, t::> enure for 
the benefit of the first-mentioned person, or 

the receipt or accrual of the income operates to in
crease the value to such first-mentioned person of 
any assets held by him or for his benefit, or 

(c) such first-mentioned person receives or is entitled 
to receive at any time any benefit provided or to 
be provided out of that income or out of moneys 
which are or will be available for the purpose by 
reason of the effect or successive effects of the as
sociated operations on that income and assets 
which represent that income, or 

(d) such first•mentioned person has power by means 
of the exercise of any power of appointment or 
oower of revocation or otherwise to obtain for 
himself, whether with or without the consent of 
any other person, the beneficial enjoyment of the 
income, or 

(e) such first•mentioned person i8 able, in any man• 
ner whatsoever and whether directly or indirectly. 
to control the application of the income. 

(5) _In determining whether a person has power to en• [s. 44D(6)] 
joy income within the meaning of this. section, regard shall 
be had to the substantial result and effect of the transfer 
and any associated operations, and all benefits which may 
at any time accrue to such person a£ a result of the trans--
fer and any associated operations shall be taken into ac-
count irrespective of the nature or form of the benefits. 

(6) For the purposes of this section-

·ca) ...... 'assets' includes property or rights of any 
kind. and ..... .'transfer' in relation to rights includes 
the creation of those rights; 

[s. 44 D (7) 
\a) j 

(b) ....... benefit' includes a payment of any kind; l••4j0.• (7){b)] 
and 

(c) 'capital sum' means-

(i) any sum paid or payable 
paytnent of a loan; and 

by way of a loan or re,. 

(ii) any other sum paid or payable otherwise than 
as income, being a sum which is not paid or 
payable for full f!Onsiderflt:ion in money or 
money's worth.. • ' • 

[1. f4 0 (2) 
part.] 
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Clauses 96-97 
l•-.,0(7)(d)J (d) references to assets representing any assets, income 

{,.44D(1) & 
(a)pari.J 

or accumulations of income include references to 
shares in or obligation of any company to which, 
or obligation of any other person to whom, those 
assets, that income or those accumulations are or 
have been transferred; 

(e) any body corporate incorporated outside India shall 
be treated as if it were a non-resident; 

(f) a person shall be treated as a non-resident if he is 
not ordinarily resident within the meaning of sec
tion 6, clause (6) [4B]. 

[s.4-4,D (8)] (7) The provisions of this section shall apply .......... . 
also in relation to transfers of assets and associated opera

#!-_ tions carried out before the commencement of this Act. 

(,.440 (9)] (8) Where any person has been charged to income-tar 
on any income deemed to be his under the provisions of 
this section, and that income is subsequently received by 
him, whether as income or in any othe"r form, it shtll not 
again be deemed to form p4rt of his income for the pur
poses of this Act. 

Section 97 (1) Where the owner of any securities (in this sul> 
Avoidance of section and in sub-sections (2) and (3) referred to as "the 
::hi bt~a~~: obwnerb") ksells or tra71:sfershethose s~~uritiehs, a~

1
d .. h····t······l·· 

tions in secu- uys ac or re-acquires t secu-nttes, t en, 1 t e :resu t 
rities. of the transaction is that a•y interest becoming payable 

in respect of the securities is receivable otherwise I than 
[s.44 E(i)J by the owner, the interest p~ab1e as aforesaid shJl~' whe,. 

ther it would or would not ha'1"e been chargeable to i ome-
tax apart from the provisions of this sub-section, be eeIIr 
ed. for all the _purpooes of tliis Act, to be income o the 
owner and not to be the income of any other person.r 

[s.41 t(:i)} , (2) The references in sub-section (1) to buying: back 
or re-acquiring the securities shall be demed to iqclude 
references to buying or acqtliring similar securitie~ so 
however, that where. similar securities are bought ~r ac
quired, the owner shall be utider no greater liabilitt to 
income-tax than he would have been under if the 01pginal 
securities had been bought back or re-acquired. 1 

[s.44 F (1) & (3) Where any person ............ has had at any i time 
~;~ 11nd 

s._44F during any previous year any beneficial interest in! any 
para.] ma,n securities, and the result of any transaction relati,W to 

such securities or the income thereof is that, in res*t of 
such securities, within such year, either no income ,is re. 
ceived by him or the income received by him is less than 
the sum to which the income would have amounted if the 
income from such securities had accrued from day to day 
and been apportione~ accord;.9gly, then the income J from 
such securities for !:"'fh Y!f?ar fhall be deemed to be tpe in• 
come of such person .. , 

I 
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Claus, 97 

.(4) ......... ... The prov~on~ of sub-section (1) or sub- [s.44-F <,> 
section (3) shall not apply 1£ the owner, or the person who proYiai,.J 
has had a beneficial interest fn the securities, as the case 
may be, proves to the satisfaetion of the Income-tax Offi-
cer-

(a) that here has been no avoidance of income-tax, or 

(b) that the avoidance of income-tax ......... was excep-
tional • and not systematic and that there was not 
in his case in any of the three preceding years any 
.. ... ... . ... avoidance of income-tax ......... by a trans-
action of the nature referred to in sub-section (1) 
or sub-section (3). 

(5) Where any person carrying on a business which [s.t-4 E(3)] 
consists wholly or partly in dealing in securities buys or 
acquires any securities, and ........... . sells back or re-trans-
f ers the securities, then. if the result of the transaction is 
that interest becoming payable in respect of the securities 
is receivable by him, no account shall be taken of the 
transaction in computing for any · of the purposes of 
this Act the profits arising from or loss ·sustained in the 
business. 

(6) Sub-section (5) shall have effect, subject to any (•-ll-4 E(4)] 
necessary modifications, as tf referen•es to selling back or ' 
re-transferring the securities included references to selling 
or transferring similar securities. • 

(7) The Income-tax Officer may . by notice in writing [s-tt4E(6), 
require any person to furnisp him ",fithin such time as earlier half.} 
he may direct (not being les$ than tiv'tnty-eight-days), in l 
respect of all securities of wh!ch such 1person was the owner 1 

or in which he had a beneficiµl inter4st at any time during ' 
the period specified in the notice, such particulars as he 
considers necessary for the purposes.. of this section and 
for the purpose of discovering whe!ther income-tax has 
been borne in respect of the inter~ on all those securi-
ties ........... . 

(8) For the purpose of this sectie>n,-

( a)' ........... .'interest' includes a nividend; 
' i 

(b) ........... .'securities' i:ocludes stocks and shares; 

(c) securities shall be dtemed tp be similar if they 
entitle their holders to thf same rights against 
the same persons as to capital and interest and the 
same remedies for the enfor~i:nent of those rights, 
notwithstanding any differen¢e in the total nominal 
amounts of the resp,. tive se;tu.tjties or in the form 
in which they are ld or ·1r1~- manner in which 
they can be transfe ed. · , • 

[•14-4 E(5)J . 
I 

• 
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Clauses 98-101 
CHAPTER XI 

SUPER-TAX 
A-Principal provisions 

(1) In addition to the income-tax charged for any 
assessment year, and save as othe,,.wise pravided in this 
Act, there shall be charged, levied and paid for that as
sessment year in respect of the total income of the previ
ous year or previous years, as the case may be, of every 
person, not being a registered firm ............ an additional 
duty of income-tax (in this Act referred to as super-tax) 
at the rate or rates laid down for that assessment year by 
any Central Act: 

Provided that where by virtue of any provision of this 
Act super-tax is to be charged in respect Of the incom.e of 
a period other than the preuious year, super-tax sh.Jill be 
charged accordingly. 

(2) In respect of income chargeable under sub-section 
(1), super-tax shaU be deducted at the source or paid in 
advance, where it is so deductible or wyable under any 
provision of this Act. 

(3) .......... .. In the case oJ a registered firm, or an un-
registered firm which has been assessed, in the manner ap
plicable to a registered firm under the provisions of sec
tion 190 (b) [s. 23(5) (b)], super-tax shall be payablt by 
each partner of the firm individually on his share it. the 
income .. , ......... of the firm and not by the firm itsl?lf. 

Section 99 ...... Subject to the provisions of this Chapter, the total 
Tota! income income of any person shall, for the purposes of supe~tax, 
'r0 r1ulper-ta,,:, be the total income as assessed ... ,. ....... for the purpost,s of 

$.
5 • income-tax, and where an assessment of total incomt} has 

become final and conclusive fOl' the purposes of incom~tax 
for any aSSf!SSment year, the assessment shall also be :final 
and conclusive for the purposes of super-tax for the same 

s«:tion 1oo assessment year. 
Bwiness, pro- The provisions of sections 13 and 91 [25(3) whole• and 
fenio:' or (4) wholel shall not apply to t~e d"etermination of the total 
vocrlt'0d cha.- income for the purposer of super-tax except where the pro
:~~8 ~:/r fits and gains of the business, profession or vocation • ivere 
[Sec 25 assesed to super-tax for the first time either for thef as
proviso ' (a) sessment year 1920-1921 or f01" the assessment year l921-
below mbsec• 1922. 

tion{4}.] Where and in so far as the total income of an ass&see 
Section 101 d • • • h" h • . indu es any interest on secu-n.turs on w ic no mcom•ta.r 
D<dduc.t.oru is payable under iection 87(i) or section 8f(ii) 
un er interest • • • 2 nd 3] he lo on iecur;tie,. [section 8 Provisos a , t fol w-

ing amounts shall be deducted in computing his total in-
[New] come for the purposes of s-upe,-~tax, namely :-

(i) any reasonable sum expended by the assessee joT 
the purpose of ,realiriq interest on such se~-ri~ 
tie,; • 
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(ii) any interest payable on money borrowed for the 
purpose of investment in such .securities by the as
sessee. 

(l) ·All- the provisions of this Act relating to the charge Section 100 

assessment, collection and recovery of income-tax ..... shall Applieabilit( 
apply, so far as may be and save as otherwise provided, of provisioru 
to the· charge, assessment, collection and recovery of su- to super-tax. 
per-tax. [s.58 (t>)part] 

(2) Save as expressly provided in any other section in [Sec.58(1), 
this Chapter, the provisions of sections 3, 167 174 (a)(i) and par!] (VII) 
(ii), 188 and 200 (1) (Section 3, section 19, section 20, and 
First Proviso to sub-section ( 1) of section 41, section 8, 3rd 
proviso] and of Chapters VII and VIII and sections 295 
and 311, and rule 3(c) (ii) of the First Schedule [chapters 
relating t:> income on which no income-tax is payable and 
rebate of income-tax] shall not apply to the charge, assess-
ment, collection and recovery of super•tax. 

Without prejudice to the generality of the provisions Section 103 
of section 99 [section providing that t1ie total income for Avoidance of 
income-tax shall be the total income for super-tax also] &upel'"tu. 

the provisions of sections 97(2), 97(3), !f7(4), 97(7), and 279 (New] 
[44E(2), 4.4F(3), Proviso and 44E(6)] apply in relation to cfd Sa. +l8 
super-tax as they apply in relation to income-tax, with an 44F'1 
the modification that references therein to income-tax 
shall be construed as refeTences to super-tax. 

B.-Incomes which do not form part -0f total income for 
super-tax 

...... Where the income of an unregh;tered firm or other Scc~n 104 
association of persons not being a ,;:ompany has been as- Sha.?4 in un-
sessed to super-tax, ............ the share of a partner in the figisten:d 
~ncome of_ the fiT17'f or the amount of such iricome whi~ eta~ of-
1s proportionate to the share of a member of the associa- petsOfle, 
:non, as the case may be, .shall not be included in his total [s. 5!i> :?nd 
income for the purposes of super-tax prov.J 

A . I 
1

• • . 1.~ Sectitn 105 ny income o a co-opera ive societv. in respect wu-.::re- Co-o f 
of no income-tax is payable by it by sirtue of the provi- •ocic;.1a ivc 
sions of ·section 82 (14(3), for income-tax], shall not be h if(s) for 
included in its total income fOf' the putposes of super-tax S~peit,-iax,J 

An d. .d d . b b I t· Secti♦11 io6 y 1v1 en s received y a mem f1! o a co-opera we 
0

. ·den.ch 
~ociety from the society shall not be i'II-Cluded in his totat rr:: Co-op-
1ncome for the purposes of super-tax. erativc ~ie

<y . 
. . . . . .. . . . . . Any income derived from the letting of go- [Sec. 14 (4) 

downs or warehouses for ~torage, processing or facilitating fo.rS~r-iax] 
the marketing of commodities by an assesse. which is an Sect:;. 1o7 
authority constituted under a~ !aw~or the time being M~ mg 
in force for the marketing of c mmodi ea, shaU not be ·in-- IOCIC~•· 1 5) for 
eluded in .its total income for. pu If'' oJ ,vper-ta,r. tax,] 

' . 
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C!au,e 108 
&:ct.ion roB 
Dividends . (1) Dividends received by a company ............ from an 
from cer:tain Indian company formed and registered after the 31st day of 
{mfA()(·i March, 1952, shall not be included in its total income for the, 
0

~ iin~~j purposes of super-tax, where-

[s. 56A (1)(i) (i) the Central Government is satisfied that the Indian 
part.] company is wholly oc mainly engaged in an indus

try for the manufacture or production of a~y one 
or more of the items specified in sub-section (3), 
and 

(ii) the Indian company fulfils the following condi
tions, namely·:-

(a) it is not formed by the splitting up or ,econs~ 
truction of bu.sinus already in existence;· 

(b) it is not formed by the transfer to it of b$lding, 
machinery or plant used in a business whij:h was 
at any time being carried on; and 

(c) it employs ten or more workers in a miinufa<, 
turing process carried on with the aid of power, 
or employs twenty or more workeTs in a 1manu-
facturmg process carried on without the ! aid of 
power. 

, rs. 16A (2)) (2) The exclusion specified in sub-section (1) shall 
apply also to dividends payable to a company in respect 
of any fresh capi~l raised by an Indian company. after
the 28th day of February, 1953, by public subscn=p n for 
the purpose of increasing the production of, or s ing a 
separate unit of, any one or· more of the items s ed. in 
sub-section (3). • • 

[S. 5M (1) (3) The items referred to in sub-sections (1) Qnd {2) 
(i) pan.) are the foll<?_wing, namely:-

(1) Coal, including coke and other derivatives; 1 

(2) Iron and steel; , 

(3) Motor and aviation fuel, kerosene, crude oit· and 
synthetic oils (not being oil exploration); 

(4) Heavy chemicals in¢h1cling fertilizers; I 

(5) Heavy machinery uaed in industry incluclint ball 
and roller bearing ~d gear wheels and parts 
thereof, boilers and, steam generating equi ment; 

(6) Machinery and eqQipment for the gen ration, 
transmission and distribution of electric e ergy; 

(7) Non-ferrous -metals including alloys; 

(8) Paper including newsprint and paper boar•; 

(9) Internal C011J,bustion 1 ~ines; 

(10) P~wer-d.river pum, . 
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(11) Automobiles; 
(12) Tractors: 
(13) Cement: 
(14) Electric Motors; 
(15) Locomotives: 
(16) RoJiing Stock: 
(17) Machine Tools; 
(18) Agricultural Implements; 
(19) Ferro-manganese; 
(20) Dye-stuffs: 

as specified in the First Schedule to the Industries (Deve- 6J ,or 1951 
lopment and Regulation) Act, 1951. 

C-Rebate of super-tnx. 
(1) Where under the provisions of .<tection 89. [15B for Sect;; 

1';!.. 
income-tax} an assessee is entitJed to a cleductjon of income- ~,~:= 
tax in r_espect of any sum paid as donation, he shall also pu~. 
be entitled to a deduction, frQm the (J11'J,OUnt of supeT-tax [l51Houupet 
with which he is chargeable on hi.s total income, of an tax put and 
amount equal to the super-ta:r calculated at the aver- S.1~(3),part.J 
age rate of super-tax on such sum. 

(2) The provisions of this· section do not apply to a fS •. 15B (1) 
company. •t prov.) 

Section 110 
(1) The assessee shall be entitled to a deduction, from rs· Jy ~1ab

the amount of super-tax with which he is chargeable on H,b d indua
his total income, of an amount; equai ta the super-tu cal- . • UJ:ldertu. 
culated at the average rate of super-ta;i; on profits or gains rs !SE fu 
derived from an industrial u,tdertakiri.g, in cases whe,-e su'ci,r-tu: :_ 
and to the extent to which i'llCome-t~ :is not payable on s.it(3),put,] 
such profits or gains under section 85 [l5C for income- : 
tax). 

(2) A shareholder shall be .entitled to a deduction, from 
the amount of super-tax with which h~ is chargeable o,i 

his total income, of an amou,tt equal 'to the super-ta.'.t cal- . 
cuJated at the average rate of (super-~ on so much of any 
dividend paid or deemed to -e paid Jo him by an indus,, 
trial undertaking as is attributable to 'that part of the pro
fits or gains on which he is entitled 1o a deduction of su-
per-tax under this section. . , 

• Where the assessee is a i,artner Of a registered firm. ScJion 11 I 
he shalt be entitled to a ded1Jction, fr(im the amount of S~e ttom 
super4ax with which he is chargeable/ '>ff his total income, ~,tet'Cd 
of an amount equal to the suJ2e,'-tax ct.lcu.Iated at the aver- ~i4(Z)(aa) 
age rate of super-tax on the foll.owffig sum, that is to ~n para rO: 
say- m~p,,••;:,;.... 

the amount which repres!:jnts the,.difference between- sec. I! 
(i) the a3sessee's share! in the ~dtal income of the (3 part.) 

firm,~d t r. I 
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(ii) his share in the total income of the firm as re• 
duced by the income-tax, if any, payable by the 
firm, at the rate of income-tax applicable to its 
total income, on the amount of its income from 
all sources other than from any business carried 
on by it.. ....... . 

the shares in either case being computed in the manner 
laid down in section 69 [sectiou 16(1) (b)J. 

Section I 12 
Relieffor sal- The provisions of section 90 [Section 60(2)] apply in 
~ received relation to super-tax as they apply in relation to income
m arrear etc. tax. 

!Sec. 60(2)
or Super

tax.] 
D-Additional super-tax on undistributed profits. 

S«tion 113 (1) Subject to the provisions of sub-section (2) and of 
Super-tuon sections 114, 115, and 116 [Sec. 23A, sub-sections (2), (8) 
undis1ributr<l and (9)], where the Income-tax Officer is satisfied that in 
incomt: of respect of any previous year the profits and gains distribu-
certain . ted as dividends by any company within the twelve mon
W1zsle\J) tbs immediately following the expiry of that previous 
part.} year are less than the statutory percentage of the distri-

butable income of the company of that previous yea;r, ..... . 

the Income-tax Officer shall ............ make ~·····~~der i;i 
writing that the company shall. apart from the suin de
termined as payable by it on the basis of the asse8'ment 
under section 147 or 148 (23], be liable to pay super
tax at the ·rate of-

(a) fifty per cent, in the case of an investment' com
pany, and 

(b) .. thirty-seven per cent. in the case of._ any 
other company, 

on the undistributed balance of the total income uf the 
previous year, that is to say, on the distributable income 
as reduced by the. .. . ..dividends actually distributed, 
if any. 

(S. 23A (Il (2) The Income-tax Officer shall not make an order 
part]. under sub-section (1) if he is satisfied-

(i) that, having regard to the losses incurred by the 
company in earlier years or to the smallnq5$ of 
the profits made in the previous year, the paJQllent 
of a dividend or a larger dividend than tha• dec
lared would be unreasonable; or • 

(ii) that the payment of a dividend or a larger: divi
dend than that declar-ed would not have resulted 
in a benefit to the revenue ..... 

Section 114 . . 
Special provi- No order under section 113 [s. 23A(l) operative part] 
siona for cer• shall be made,-
::. compa- (i) in the case of an investment company ,;.,hich has 

distributed not less 1han ninety per cent. of its 
(S. 23A (2)] distributable ~come; or 
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(ii) in the case of any other company whose distribu~ 
tion falls short of the Statutozr. percentage by not 
more than five per cent. of its distributable in
come; or 

(iii) in any case where according to the return made 
by a company under section 143 [22] it has dis
tributed not less than the statutory percentage of 
its distributable income, but in the assessmetit 
made by the Income-tax Officer under section 147 
or 148 [231 a higher total income is arrived at 
and the difference in the total income does not 
arise out of the application of section 150(1) Pro-, 
visa or section 150(2) [proviso to section 13) or 
section 148 [sub-section (4) of section 23] or the 
omission by the company to disclose its income 
fully and truly; 

unless the company, on receipt of a notice from the 
Income-tax Officer that he proposes to make such an or
der, fails to make within three months of the receipt of 
such notice, a further distribution of it.s profits and gains 
so that the total distribution made is not less than the sta
tutory percentage of the disributable income. 

No order shall be made by the Income-tax Officer under Section 115 
section 113 [s. 23A(l) operative part] Wl.less the previous Appro~! of 

I f th I t • A • t C • • Jnspect,ng approva o e nsp_ec mg SSifi ant ~m1ss1o~er ........... As:ri,t~-nt 
......... has been ob tamed, and the Inspecting Assistant Com- Commission
missioner shall not give his approval to any order proposed er. 
to be made by the Income-tax Officer until he has given the [s. 23 A (8).J 
company.concerned an opportunity of being heard. 

Nothing contained in section 113 [s. 23A (1), operative Section u6 
part] shall apply- Savirtgs for 

company in 
(a) to any company in wl:iich the public are substantial- wbidb public 

I • t t d· are substan• Y m eres e , or tiallf inter• 

(b) to a subsidiary company of such company if the (;'.i A (g) 1 whole of the share capital of such subsidiary com- • 
pany has been held by the parent company or by 
its nominees throughout the previous year. 

(1) For the purposes of ........................... section 116 Sect!on 117 
[23A(9)] a company shall be deemed to be a company in "~pan~za 
which the public are substantially interested- ;ublic ar! 

substantially 
(a) if it is a company owned by the Government or in intercmd." 

which not less than forty per cent. of the shares are Lscc~ 23 A 
held by the Government· Exp!. 1 clau-

' sc (a), clause 
(b) (i) maiza 
para, clause 
(b) (ii) and 
claUJC (b) 
(iii)• maio 
par~ earlier 
halt/ • 
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(b) if it is a public company as defined in the Com-
panies Act, 1956, and..,-

(i) its shares (not being shares entitled to a fixed 
rate of dividend, whether with or without a iur
ther right to participate in profits) carrying not 
less than fifty per oent. of the voting power have 
been allotted unconditionally to, or acquired un
conditionally by, and were throughout the pre
vious year beneficially held by, the Government 
or a corporation established by a Central, State 
or Provincial Act or the public (not including a 
company to which the provisions of section 113 
[23A(l) operative part] apply): 

[sec. 23 A, Provided that in the case of any such company as is 
E,p(b) (·)'', dl. referred to in clause (ii) of .section 120 [s. 23A, Exp. 2~, this 

1 1 rov. sub-clause shall apply as 1f for the words "not les~ than 
fifty per cent." the words "not less than forty per cent:." had 
been substituted; 

(ii) the said shares were· at any time during the pre
vwus ;year the subject of dealing in any ·recojnised 
stock exchange in India or were freely transfrrable 
by the holder to other members of the publit; and 

(iii) the affairs of the company or the shares carrying 
more than fifty per cent. of the total voting power 
were at no time during.the previous year cont,olled 
or held by five or leas persons ............ : ' 

[sec. 23 A, Provided that in the case of any such comp~yl as is 
~_pl ! cl. (b) referred to in clause (ii) of section 120 [Sec. 23A E~p. 21, 
(mJ 1 rov.J this sub-dause shall apply as if for the words "mor, than 

fifty per cent." the words "more than sixty per cent,' had 
been substituted. 

r,~c. a 23 A, (2). In computing the number of five or less p!rsons 
Explanation aforesa1d,-
;~~:i~~?), (a) the Government or any corporation establis~ by 
(iii) main a Central, State or Provincial Act or a comp 1y to 
para, latter which the provisions of ......... section 113 L2 A(l), 
half, part.] operative part] do not apply, shall not be aken 

into account, and i 
(b) persons who are relatives of one another anll per

sons who are nominees of any other person together 
with that other pel'SOll shall be treated as a ~ingle 

[sec- 23 A person. 
Exp!. ,, . .. .............. . 
clause (b), Explanation.-ln this sub-section, the expression "rela-
sub-clause t· " h • d ·1 1· al d t ('"") . 1ve .................. mefins us"fan , w1 e, me ascen fn or er~ i-~ d~~~~~~~'.. -~-~~-t-~~~-. /. _ ~~~~~ .. _. _ .. _ ... ____ ... ___ . __ ... _ .... _. -~. _. __ . 
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For the purposes of sections 113 and 114 [23A (!), sub- Secti0n 118 
stantive part and (2)], "distributable income'' means the "Distributa--
total income of a company ............... as reduced by- bl~ inceme". 

[s. 2Q A (1). 
(a) the amount of income-tax and super-tax payable by pan.J 

the company in respe.:t of its total income, but 
excluding the amount of any super-tax payable 
under section 113 [s. 2aA(l) operative part]; 

(b) the amount of any other tax levied under any law 
for the time being in force on the company by the 
Government or by a loqal authority in excess of the 
amount, if any, which has been allowed in comput-
ing the total income; .............. . 

(c) any sum in respect of which a deduction of inoome
tax is allowed under the provisions of section 89 
[15B]; and 

(d) in the case of a banking company, the amount ac-
tually transferred to a: reserve fund under section r 
17 of the Banking Companies A¢t, 1949. 10 0 1949· 

F<Yr the purposes of section, 113, llf and 120, [Sec. 23A, :5;~ontm~~ 
sub-section (1) Operative part, sub-sect~n (2) and Explana-co::i~y." 
tion 2], "investment company'' tneans a "'17tpnay whose busi- (New] 
ness consists wholly OT mainly in the detiling in OT holding • 
of investments. 

For ~he purposes of ......... S,ections 1l3 and 114 [23A(l1, Sectfon Bio 
substantive part and 23A (2)] "statu.tory percentage' "St~tutory 
means,- • pel"Ctn!age". 

(1. _ 23. A, 
(i) in the case of an invescment cot,1pany ........ 100%. ~,. 2J 

(ii) in the case of an Ini compapy whose business 
-consists wholly in the manuf ture or'.~ocessing of goods 
or in mining or in the generat n or dD;trlbution of electri-
city or any other form of powetr ......... '. ..................... 45%. 

(iii) in the case of an Indijm comdatiy, a part only of 
whose business consists in anylof the itctivities specified in 
clause (ii)- ' 

(a) in relation to the said part of tbe company's busi-
ness .............................................................. 45%. 

(b) in relation to the remaining pitrt of the company's 
business- 1 • 

(1) if it is a company vthich sa.tiaftes the conditions 
specified in sub-clause (a) of dl&use (iv) ......... 90%. 

(2) in any other case......... .. ...... 60% 
the said percentages being applied separately with 
reference to the amounts of profits and gains 
attributable to th~wo p~s= of the company's 
business aforesaid if th +i!d amounts were 
res~ively the inco _ r the company in 
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relation to each of its parts, the amount of divi
dends and taxes also being similarly apportioned, 
for the purposes of sections 113 and 118 [s. 23A 
(!)-part regarding "Distributable Income"]; 

(iv) in the case of any other company not referred to in 
the preceding clauses,-

(a) where the accumulated profits and reserves (includ
ing· the amounts capitalised from the earlier re
serves) representing accumulations of past profits 
which have not been the subject of an order under 
section 113 [s. 23A(l), operative part] exceed the 
greater of the following, that is to sa.y,-

either 
I. the aggregate of-

(i) the paid-up capital of the company exclusive of the 
capital, if any, created out of its profits and gains 
which have not been the subject of an order under 
section 113 [s. 23A(l), operative part]; 

Hi) any loan capital which is the property of the share
hqlders; 

or 
II. the actual cost of the fixed assets of the company, 

90%, 
(b) where sub-clause (a) does not apply ......... 60%. 

CHAPTER Xll 
DETERMINATION OF TAX IN CERTAIN SPECIAL 

CASES 
Section 121 Where there is included in the total income of any 
Dctermina- assessee . . . . . any income on which no incom.e-tax 
tion of in• fa payable by or under the provisions of this Act, he shall 
~ome•tax on be entitled to a deduction, from the amount of income-tax 
~hi';'.t ~~ with which he is cha.rgeable on his total income, of an 
income-tax is amount equal to the income4:ax calculated at the a."tera.ge 
payabl,.[s. 11.rate of income-tax on the a11Wunt on which no i71COtne-
(2l, pari.] tax is payable. 

5 t" 
22 

(1) Where the accumulated balance due to an em;toyee 
tc ion t participating in a recognised provident fund is incltufed in 

~~a:..i accu- his total income, owing to the provisions of sectio~ 296 
balance of [s. 58G(2)] not being applicable, the Income-tax <Pffecer 
recognised shall calculate the total of the various sums of income-tax 
r,rotdent and super-tax in accordance with the provisions of section 
/,,',~J 297(1) [s. 58G(3)]. 

(2) Whe-re the -accumulated balance due to an employee 
participating in a recognised provident fund which is not 
included in his total income under the provisions of sJ?Ction 
296 [Sec. 58G(2)], ~•'"""' P<IJAable, super-tax sholl tje col
ctLlated in the manmlr provide~ by section 297(2) [~G(l) 
latter half]. ' : • 

I 
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(1) Where the total income of an assessee includes any Srciioa iz'{ 
compensation or other payment which is chargeable as the Tax oir 
profits and gains of a business carried on by the managing compensa

agent, ~1:l'Uger or ot~er per~on, as the case may be, unde'. [:~;0 ( A), 
the provisions-of section 28(11), (a), (b), (c) and (d) [10(5A) last 5para, 
opening lines, clauses (a) (b) (c) (d) and last para, earlier latter half.] 
half], tbe tax payable by him on his total income shall, if 
he so elects, be-

(i) the income-tax payable on his total income as re
duced by the amount of such compensation or other 
payment, at the average rate -of income-tax, 

' (ii) the supeT-tax payable on his total income as re-

(iii) 

duced by the amount of such compensation or other 
payment, at the average rate of super-tax, and 

the tax on such compensation or other payment at 
the average .of the averoge rates of income-tax and 
super-tax applicable to his total income for the 
three assessment years immediately preceding the 
assessment year. 

Explanation.-FoT the purposes of determining the (Nt:w] 
average undeT clause (iii), the rates of i11rome-tax and. super-
tax applicable for any assessment year preceding the assess-
ment year shall,· where the assessee had been assessed as a 
registered firm, be the rates applicable for such assessment 
year to an unregistered firm having the same total income 
as that declared by the assessee :fior such assessm.ent year. 

(2) Where an assessee is a partner of a registered firm [Sew] 
01 an unregistered firm assessed as a registered firm under 
the provisions of section 190(b) [23 (5) (b)], and such firm 
is in receipt of any such compensation or other payment, 
the tax payable by him on his total income shall, if he so 
elects, be-

(i) the income-tax payable ·on his total income as re
duced by the amount of his share in such compensa
tion or other payment, at the average rate of in-
come-tax, • 

(ii) the super-tax payable on his total income as reduc
ed by the amount of his share in. such compensation 
or other payment, at the average rate of super-tax, 
and 

(iii) the tax on his share in such c~pensation or other 
payment at the average of the average rates of in
come-tax and super-taJr appl~le to his total in
come for the three aujessment fears immediately 
pTeceding the assessme,.t year. ; 

l:2-1 Law, Comf58. l • 
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'Section i~4. (ll Where a person is a Mn-resident and is not a com-
Ta1 in th,> pany .. he tax: ,. ..... ., ........... payable by him or on h~ be-
~::W,;?;,

1
_ non- haJf on his total .income shall be an amount equal to-,.-

{s. ~7(1) (a) the income-tax which would be payable on his 
rnairt para,.) tatal income at the maximum rate, plus 

(b) E:>ither the super-tax which would be payable on his 
total income at the rate of nineteen per cent. or the 
super-tax which would be payable on his total in
come if it were the total income of a resident, 
whichever is grea'ter. 

[~. 1,(1),~~t (2) Any nan-resident, other than a company, may ..... 
prov., ~ari<er _ ........... on or before the 30th day of June of the assess-
pan.J ment year in which 1le first becomes asseisable, .............. . 

by notice in writing to the In.tome-tax Officer declare {such 
declaration being final and being applicable to all ct-ssess-
ments thereafter} that the tax ...... , .................. P<\Yable 
by him or on his behalf on bis total income shall be Peter
mined with reference to his total world income, and there
upon notwithstanding the provisions of .su.b-.section {1), such 
tax shall be determined. in accordance with su.b-sectio• (3). 

[11. q(1i isL (3) Where under the pravisio-m of sub-section (~) or 
prov.. !amr under any similar provision of the Indian lncome-ta.i: Act, 
parr.J 1922, any non-resident hqs e:rercis-ed his option to be I t:a.-red 

11 of 19'-u· with refereitee to his total world income, the tax p~yabl.e 
by him or o~- his behalf on Aii- total income shall ~ an 
amount bear mg to the total amount of tax ........... -~ .. , .. . 
which would have been payable on his total world i come 
had it been his total income the same proportion s Ms 
total income bears to his total world income. 

l•• '! (1),md (4) .......... Where any .......... person refened 1to in 
pnn.J sub-section (1) satisfies the Income-tax Officer that lj,e was 

prevented by sufficiep.t cause from making the decl4ration 
referred to in that SUb-section or in any similar p,-!Wision 

11 of 1922 oj the Indian Income-tax Act, 1922, on the first occasion on 
which he became assessable Under this Act or the sqid Act 
a..~ the case may be, and his failure to make such decllration 
has not t€sulted in reducing his liability to tax for any year, 
the Income-tax Offi.cel."" may, with the previous apprtval of 
the Inspecting Assistant Cmrunissioner, allow such Jperson 
to make the declaration at a:fly time after the expiryr of the 
period specified, and s.uch ~~Jaration shall have I in 
:relatfon to the assessment fur the year in which the lara
tion is made (.if such assessment had not been co pleted 
before such declaration) and all assessments there ter. 

Senion ,,~. Where the total income of an assessee. not J:k,ing a 
n

1
' ~ ca.P_,- company, includes any income chargeable under the head 

ta ga ns ID "Ca 't I • " th t bl b h' -i:asrs ofus~s- pl a gains , e ax ..................... paya e Y 1m on 
mother than his total income shall be------(11. ljl (6) 
c:ipeniDg lintt 

(a} the amount jf incon:fe1tax and super-tax payp:ble on 
his total in1me as wuced by the amount of such 
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inclusion, had the total income 10 reduced been his 
total income, plus 

(s. 17 (6) 
clause (i) 

pan.] 

(b) an amount of income-tax deternt.ined in accordance (s. 17 (6)(ii) • 
with the following formula, that is to say- main para. l 

YxCG 
X = T-2/3CG 

where-
X stands for the amount of income-tax referred to in 

the beginning of this dause. 
T stands for the total income of the w.sessee (which in

cludes capital gains), 

CG stands for the income chargeable under the head 
"Capital gains" include« in the total income of the • 
o.ssessee. and 

Y stands for the income-tax which would have been 
payable on the total income of the assessee as re
duced by two-thirds of the am:,unt of the income 
chargeable under the head "Capital gains'' included 
in his total inc~me. had the total income so reduced 
been his total income : 

Provided that- [s. ,i,, (6) (ii) 

(i) where the total i;ncome does not exceed the proviso.] 
sum of ten thousand rupees, the amount payable 
under clause (b) shall be nil; and 

(ii) in no case shall the anwunt payable under clause 
(b) exceeds one-half of the amount, if any, by 
which the income ch.argeable under the head 
"Capital gains" exceeds the sum of five thousand 
rupees. Section 126 

Where the total income of a company includes any ;~~x J::n;a:>~ 
income chargeable under the head "Capital gains", the tax case bt-'com~ 
payable by it shaU be- pani¢S. 

(a) the am.aunt of income-tax with which it is charge- [s. 17 (7), 
able on its total income, and pan.] 

(b) the amount of super-ta;x with which it is charge
able on its total income as reduced by the amount 
of such inclusion. had (he totat income so reduced 
been its total income. 

CHAPTER Xl!I 
INCOME-TAX AUTHOR):TIES 

A~-Appointmeiit and control 
There shall be the following classes of Income-fax 

authorities for the purposes of"this Act, namely :-
(a) the Central Board of ~evenue,~ 
(b) Directors of Inspection I , 
le) Commissioners of Inco e-tax, 

Section 127. 
Incbme-Tu 
M11horitie1. 
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(d) Assistant Commissioners of Income-tax, who may 

be either Appellate Assistant Commissioners of In
come-tax or Inspecting Assistant Commissioners of 
Income-tax. 

(e) Income-tax Officers, and 
(f) Inspectors of Inoome-tax. 

(1) The Central Government may appoint as many Di
Sc:cti~ 128. rectors of Inspection, Commi,sianers of Income-tax, Appel
Appornc- late or Inspecting Assistant Commissioners of Incom.e-tax 
::~~ta~ In- and Income-tax Officers of Class I Service, as it thinks fit. .. 
Authoriti,::~. 

{Sec. 5(1A)• 
earlin pan, 
Sec. 5r~·1, ('.?.) The Commissioner may, subject to 
earlier pan, the rules and orders of the Central Government regulating 
,,nd :-ice. J' the condihons of service of persons in public services and i;JL1 ear icr posts, aopoint as many Income-tax Officers of Class)! Ser

vice and as- many Inspectors of Income-tax, as he thniks fit. 
[Sec.. s'.:1), 
atter part.] (:l) Subject to the rules and orders of the Central Gov

ernment regulating the conditions ·of service of persons in 
[Sec. s(3A)] public services and posts, an Income-tax authority may ap

point such executive or~ ministerial staff as may be neces
sary to assist it in the execution of its functions. 

Section 129 (1) Appellate Assistant Commissioners ........... shall be 
?n;~:~-tax of under the direct control of the Central Board of Reve
Allthoritles. nue. •. 

[Sec. s'.4), 
, earlic, part.] 

(2) Inspecting Assistant Commissioners 
[Sec. 5 (7) shall be subordinate to the Director of Inspection, and to 
(i).] the Commissioner ..................... within whose jurisdiction 

['iec. 
(ii)] 

they perform their functions. 

5(71 (3) Income-tax Officers shall be subordinate to the Di-
rector of Inspection, the Commissioner . . . . . . . . . . . . arid the 
Inspecting Assistant Commissioner ............... within whose 
jurisdiction they perform their functions. 

tSec. s (sA), (4) Inspectors of Incom.e--tax shall be subordinate to the 
[attcr part.] Income-tax Officer or other Income-tax authority under 

whom they are appointed to work and to anv other 1-ncome
tax authority to whom the said officer o-r autfutrity is 
subordinate. 

Explanati.o-n.-For the purposes of sub-section (2), "Di
rector of Inspection" does not include a Deputy Dirtctor of 
Inspection or an Assistant Director, of Inspection; cmd for 
the purposes of sub-section (3), "Director of Inspection" 

Sectiori 130. does not include an Assistant Director of Inspection. 
Instrnctioru. (1) All officers and persons employed in the execution 
tot. s,~h~h.i; of this Act shall observe and follow the orders, inst~uctions 
~~i~. u and directions of tl't,e CentrP-1 Board of Revenue: 1 

(Sec. 5 (BJ.] 1 
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Provided that no such orders, instructions or directions 
shall be given so as to interfere with the discretion of the 
A:-,pA!late Assistant Commissioner in the exercise of his 
appellate functions: 

Provided further that all such orders, instructions and (New] 
directions of a general nature affecting assessees shall be 
published in the of India Gazette. 

(2) _The Di_recto,r of Inspection, the Commissioner or the [Sec. 5{7B) 
Inspectmg Ass1stanc Comm1ss1oner, as the case may be, may earlier part.] 
issue such instructions as he thinks fit for the guidance of 
any Income-tax Officer subordinate to him in the matter 
of any assessment. 

B-Jurisd~tion 

(1) ..... Directors of Insp_ection shalL subject to the !v.ction 131 

control of the Central Board of Revenue. perform such func-Jurisdiction 
tions of any other Income-tax authority as may be assigned orin~e-tax 
to them by the Central Government. • Authenues 

[Sec 5 (1A) 
1atter pan.] 

(2) . . .... Commissioners shall perform their func- (Sc~·. 5 (2} 
tions in respect of such areas or of such persons or classes 1aue,;par1] ' 
of persons or of such incomes-or cl~ses of income or of such 
cases or classes of cases as the Central. Board of Revenue 
may direct, and where such directions have assigned to 
two or more Commissioners ... . the same area or the 
same persons or classes of persons or the same incomes of 
classes of income or the same cases or classes of 
cases, they shall have concurrent jurisdiction sub-
ject to any orders which the Central Board of Revenue 
may make for the distribution and allocation of the work to 
be performed. 

(3).(al .............. Appellate Assistant Commissioners fSec. 5(4) 
shall perform their functions in respect, of such persons or att,·r par1.] ' 
dasses of persons or of such incomes or classes of income 
or in respect of such areas as the Central Board of Revenue 
may direct, and, where such directions have assigned to 
two or more Appellate Assistant Commissioners 
the same persons or classes of oersons or the same incomes 
or classes of income or the same area, in accordance with 
any orders which the Central Board of Revenue may make 
for the distribution and allocation of the work to be per
formed, 

(b) The Central Board <>f Revenue may transfeT an 
appeal from one Appellate Assistant Commissioner to ano
ther. 

[New) 

(4) Inspecting Assistant C~issio1ers ............. and ( (s) 
Income-tax Officers shall perfo their· ,i.nctions in respect ea!iilr t1n.J 
of such persons or classes of p sons o. qf such incomes or 

• ' 
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Clause 131 

classes of income or in respect of such areas as the Com
missioner may direct, and where such directions 
have assigned to two or more Inspecting Assistant Commis
sioners . . . . or Income-tax Officers, the same persons or 
classes of persons or the same incomes or classes of income 
or the same area, in accordance with any orders which the 
Commissioner may make for the distribution and allocation 
of the work to be performed .. 

[Sec. 5(,,), (5) . . . . The Commissioner may, by general or 
.atter par,.] special order in writing, direct that the powers coriferred 

on the Income-tax Officer and the Appellate Assistant Com
missioner by or under this Act shall· in respect of any speci
fied case or class of cases or of 4ny specified person or classes 
of persons be exercised by the Inspecting Assistant Commis
sioner and the Commissioner respectively, and for tije pur
poses of any case or person in respect of which an}' such, 
order applies, references in this Act or in any rules made 
hereunder to the Income-tax Officer and the Appell4te As
!>istant Commissioner. shall be deemed to be refererices to 
1 he Inspecting Assistant Commissioner, and the Ctmmis
sioner, respectively. 

[Sec. - (5Al (6) Inspectors of Income-tax shall perform suc}1 func
eadi,-/'rari.J ti:ms in the execution of thifi Act as are assigned t4 them 

by the Income-tax Officer or other Income-tax authority 
under whom they are appoil;lted to work ............ . 

(7) The Central Board of Revenue may, by noti4cation 
[Sec. 5(6)] in the Official Gazette, empower Commissioners, .... 

1

-...... . 
Appellate Assistant .Commissioners and Income-tax fficers 
to perform such functions in respect of such classes f per
sons or such classes df income or such area as may ;speci
fied in the notification, and t~reupon the functions speci
fied .shall cease to be performed. in respect of the s cified 
classes of persons or classes of income or area, by thlt other 
authorities appointed under sub-sections (2), (3) and! (4). 

[N~w] Such notification shall not .rendeT necessary the ~-issue 
of any notice alreadt., issued b1J the Income-tax Otlic,r who 
was previously exereising sut11 functions. I 

(New} (8) For the purposes of any case or person in tespect 
whereof an order u~er sub-section (5) applies.- i 

(a) any provision of this Act requirinq the atf)roval 
or sanction of the lms-pecting As.<ri.stant C<knmis• 
sioner in any matteT shall not apply; 

(b) any apPeal which would otherwise lie to t,e Ap
pellate Assistant Commissioner shall lie to the 
Oommissioner; and 

(c) any appeal which would have lain from any order 
of the App$ate Afn· tant Commissioner t' the 
High Court ll lie . the order of the C mis-
sioner to t High rt. 
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Clauses 13'2-134 

(1) The Commissioner . ...... may, for reasons to Sectii'ih 1:p 
be recorded in writing, transfer any case from one In- Transfor of 
come-tax Officer subordinate to him to another also sub- caseftomone 

ordmate to him, and the Central Board of Revenue may, Incoiac-tax 
for reasons to be so recorded, transfer any case from any~~ 10 an-

..... Income-tax Officer to any other............ [s. 5(7A) 

(2) The Commissioner or the Central Board of Reve- ~[~ ,!:';_j" 
nue, as the case may be, shall, before passing any order un- [New) 
der sub-section (1), give the assessee a, reasonable oppor-
tunity of being heard in respect of the proposed transfer. 

(3) The Commissioner or the Central Board of Reve- rNew 
nue, as the Ca&e may be, may, in special cases and for 
reasons to be recorded in writing, disptnse with the giving 
of such opportunity as is refened to in aub-section (2), but 
the assessee shall, in every such case, be entitled to make 
a representation to the Comm.i,sioner ar the Centrai Board 
of Revenue, as the case may be, against the order of trans-
fer within one month of the date on which he comes to 
kn.ow of the order. 

(4) .... . ... Transfer of a case Uttde-r sub-section (1) [s.5 (7A), 
may be made at any stage of the proceedings, and shall mQI para, 
nG~ render necessary the re-issue of any notice already is- latir-part,} 
sued by the Income-tax Officer from whom the case is 
transferred. 

Explanation.-In this section, "case", in relation to any [ ( A) 
person whose name is specified in t~ order of the trans-~n 1

5 7 

fer. means all proceedings under this Act in respect ,of ' 
any year ( including a past yea.r) whicf"i may be pending on 
the date of the transfer, and includGf all proceedings un-
der this Act which may in respect of any year ( including 
a past or a future year) be commented after the date of 
the transfer ........... . 

Whenever in respect,of "ny pr~eding under this Act SQCtion 133 
an Income-tax authority ceases to exercise jurisdiction. ~- of 
a.nd is succeeded by another who has .a~d exercises jurisdic-; ~t of 
tion, the Income-tax authority so suo:::eeding may continue • 
the proceeding from the stage at whif!h the proceeding was ~in~). 
left by his predecessor : 

Provided that the assessee concerned may demand (ts (7C), ht 
that before the proceeding is so centinued the previous r·•1 
proceeding or any part the~of be re-opened or that be--
fore any order for assessmelit is paa;ed against him he be 
reheard. 

(1) For the purposes of secti~ 260, 265, 267(2), 271 Se<:ti011. 134 
and 272 [Section 33(2), earlieT pcirt, ·section 33{4), section 4uthority 
33A, section 33B(l), section 96(1). section 66(2), 66(3), 66(5), dompetcnt t? 
66(7)] the Commisaion•:~err•d#rein shall, in rela- tu.~c or con!•
tio-n to an assessee, be t Comm • er having fc,r the ue -~~ 
time being jt4risdiction. ~ . New] 
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Clauses 134-135 

(2) For the purposes of sectio1Js 230 to 239 and 275 
[section 33(5). sec. 46] the Income•ta.x Officer referred to 
therein shall, in relation to an assessee. be the Incom.e.ta:r 
Officer haviTig for the time being jurisdiction over the as• 
sessee. 

See'.ion 1:15 (1) Where an assessee carries on a business, prof es• 
Inc_?me-ta:1:. sion or vocation at any place, he shall be assessed by the 
Offi,w ,·,uH• Income.tax Officer of the area in which that Place is situ• 1
[;~ J:(1rt""$ ate _or, where the business, profession or vocatiOn is carried 

• on m more places than one. by the Income-tax Officer of 
the area in which the principal place of his business, PW· 
fession or vocation is situate. 

{S. 64(2)] (2) In all· other cases, an assessee shall be aSS(fssed 
by the Income.tax Officer of the area in which he resides. 

[S.f:54 (3), (3) Where any question arises under this section as to 
mam para.] the place of assessment, such questbn shall be detertriined 

by the Commissioner. or. where the question is between 
places within the jurisdiction of different Commissioners, 
by the Commissioners concerned or, if they are not in 
agreement, by the Central Boe.rd of Revenue: 

[S. 64(3), 11:t 
prov.] 

[S.64(3), <ind 
prov. ~ar!ier 
pan] 

{S,64(3), 2nd 
prov. latter 
part.] 

Provided that, before any such question is determined. 
the assessee shall have had a reaso 'lab le opportunity of 
being heard in respect of the question. 

(4) ... The place of assessr1 ent shall not be cal-
led in question by an assessee-

( a) if he has made a return. . . . 
under section 143(1) [Section 22(1)] and has 
stated therein his principal place of business, pro
fessicn or vocation, or 

(b) (if he has not made such a return), ......... after 
the expiry of the time allowed by the notice under 
section 143(2) [sub.section (2) of section 22] or 
under section 154 (34] for the making of a re-
turn. 

f$. 64(3), 3rd (5) .... If the place of assessment is called in question 
t'rov.] by an assessee, then, subject to the provisions of su.b-sedtian 

(4), the Income-tax Officer shall, if not satisfied with1 the 
correctness of the claim, refer the matter for determinlion 
under sub•section (3) before assessment is made. 

[$. 64{4)] (6) Notwithstanding anything contained in this ,sec-
tion. every Income-tax Officer shall have all the powers 
conferred by or under this Act on an Income-tax Officer 
in respect of any income ........... accruing, or arising or 
received within the area for which he is appointed. 

[s. 64(.sJ] (7) The provisions of sub-section (1) and sub-section 
(2) shall not apply ......... to any assessee-

(a) on whom an a115essment or re•assessment for . the 
purposes of th~ Act h(,; • been, is being or is tt' be 
made in the 00,XSe of ttnr, case in respect of w ich 

: l 
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Clauses 135-136 

a Commissioner. appointed without refer
ence to area under section 131(2) [Sec. 5(2), latter 
part] is exercising the functions of ;:i Commissioner, 

....... or 

(b) where by any direction given or any distribution 
or allocation of work made by the Commissioner 

...... under section 131(4) ...... [Sec. 5(5), eariie<. 
part] or in consequence of 2.ny transfer made un
der section 132 [Sec. 5(7A), main para]. a particular 
Income-tax Officer has been charged with the 
function of assessing that assessee, or 

(c) who or whose income is included in a class of per
sons or a class of incomes specified in any notifi
cation issued under section 131(7) [S. 5(6)]; 
but the assessment of such person... . .. . . .shall be 

made by the Income-tax Officer for the time being charged 
with the function of making such assessment by the Central 
Board of Revenue or by the Commissioner.. . .... to whom 
he is subordinate, as the case may be. 

C-Powers. 
(1) The Income-tax Officer, Appellate Assistant Com- Sntion,36 

missioner and Commissioner ...... shall, for the purposes of ~?""~_regar-
this Act have the same powers as are vested in a court ~ 11!....i\~i:~ 
under the Code of Civil Procedure. 1903 when tl_'ying 0 r•.,•;;dence 
a suit in respcet of the following matters, namely-; - c1c. 

(a) discovery and inspection; (Sec. 37(1}] 

(b) enforcing the attendance of any person, including 5 of rgo8 
any officer of a banking company aQd examining 
him on oath; 

(c) compelling the production of books of account and 
other documents; and 

(d) issuing commissions. 

(2) Where any Income-tax authority exercises any N 
powers referred to in sub-section (1), it shalt follow, so [ ew] 
far as may be, the same procedure as a court under the 
said Code. • • 

(3) Subject to any rules made in this behalf, any au- (Sec.;37(3)1 
thority referred to in sub-section (]) may impound and 
retain in its custody for such period as it thinks fit any 
books of account or other documenfa produced before it 
in. any proceeding under this Act : 

Provided that an Income-tax Officer shall not-
(a) impound any ~oks of account or· other documents 

without recording his reasons for so doing. or 

(b) retain in his custody any such books or documents 
for. a perio~ exceedin1t ~teen. days (exclusive of 
hohdays) without obt~mmg tat,~ approval of the 
Comm_issioner therefor 4 • - • 

' 
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·ciausei 136-138 

[New] (4) Where any person, whether a party to the proceed-
ing or not, is desirous of receiving back any book of ac
count or other document produced by him in any pro-
ceeding under this Ac:t before any Income-tax authority, 
the Income-tax authority may, unless the book 'of account 
or other document is impounded under sub-section (3). re
turn the same to such person on an application mq;de for 
the purpose. 

[s. 37(4)] (5) Any proceeding before any authority referted to 
in this section shall be deemed to hE" a judicial procteeding 
within the meaning of sections 193 and 228 and for the 

45 of 186o purposes of section 196 of the Indian Penal Code. 
Section ,37. Subject to any rules made m this behalf, any Income-
Powers 0 f s~- tax Officer specially authorised by the Commiss1dner in 
arch a nd sc,- this behalf may,-
iun:. 

{s. 37(2)J 

5 of 18g8. 

(i) eOter and search any building or place where he 
has reason to ·believe that any books of account or 
other documents which in his opinion will te use
ful for, or relevant tQ, any proceeding undt?r this 
Act.. may be found, knd examine them, if fdund; 

(ii) seize any such books ol. account or other doc'1m.ents 
and have them removed to his office, if ne<tssary; 

(iii) place marks of identification on any such btoks of 
account or other documents or make OT cduse to 
be made extracts or copies therefrom; 

(iv) make a note or an inventory of any articJes or 
things found in the course of any search uncler this 
section which in his opinion will be useftfl foi; 
or relevant to, any proceeding under this ,Act; 
and the provisions of. the Code of Criminal ;Proce
dure, 1898, relating to searche<; shall apply,·so far 
as may be, to searches under this section. • 

Section ,,18 . ~he Income-tax .Offi~er, ,the. Appellate ~s~stan, Com-
Power to cal! missioner or the Inspecting Assistant Comm15s1oner! may, 
or inform.a- for the purposes of this Act,- ! 
tion. 
(3cc. 38] (1) require any firm ...... to furnish him with a lreturn 

of the names and adtfresses of the partners of the fiI!m _and 
their respective shares; 

(2) require any Hindu undivided family to furnish 
him with a return of the na,nes and addresses of tilt man
ager and the members of the family; 

(3) require any person . whom he has re8:!f.1D .to 
believe to be a tr~s e, guian or agent, to furn~ h,m 
with a return of th names t the persons fpr or of whom 
he is trustee, gua or a· ept, and of their addr es; 
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Clauses '138-141 

(4) require any assessee to furnish a statement of the 
names and addresses of all persons to whom he has paid 
in any previous yea,: rent, interest, commission, royalty or 
brokerage, or any annuity, mt being: an annuity taxable 
under the head "Salaries", amounting to more than four 
hundred rupees, together with. particulars of all such pay
ments made; 

(5) require any dealer, btoker or, agent or any person 
concerned in the management of a stock or commodity Ex
change to furnish a statement of the ·names and addi-esses 
of all persons to whom he or the Exchange has paid any 
sum in connection with the ~le. exchange or transfer of a 
capital asset, or on whose behalf or ftom whom he or the 
Exchange has received any st.i.ch sum, together with parti
culars of all such payments and receipts; 

(6) require any person, including a banking company 
or any officer thereof, to furnish information in relation 
to such points or matters, or to furnish statements of ac
counts and affairs verified in the muner specified by the 
Income-tax Officer. the AP"Pt?llate Assistant Commissioner 
or the Inspecting Assistant" Commissi~ner, giving informa
tion in relation to such point; or matters as, in the oj>inion 
of the· Income-tax Officer. the Appeii.te ·Assistant Commis
sioner or the Insvecting As•istant Commissioner, will be 
useful for. or releVant to, an;v proce~ding under this Act. 

The Income-tax Officer, the Ap~Uate Assistant Com- S=tion 139 
missioner or the lnspecti11Q Assistfl.nt Commissioner, or wer to 
any person subordinate to him authorised in writ- i rcgi-
ing in this behalf by the Income-tax, Officer, the Appellate =pa ·es of 
Assistant Commissioner or tihe lnsptcting Ass~tant Com-[~. 39.f' • 
missioner. may inspect, and if necessary, take copies, or 
cause copies to be taken, of any register of the members, 
debenture holders or mortgagees of any company or of any 
entry in such register. 

The Director of lnspect:ibn, the Commissioner and thP. e·on l<fO 
Inspecting Assistant Comm~ioner~ll be competent to •rc<:t.m 

0f 
m.ake_any enqtiiry under this· Act, a • for this purpose- shall 1 'pccticm 

0 

have all the powers that an Income Officer has under a,id Inspect• 
this Act in relation to the making o, enquiries. i♦g ~•(ant 

l»mm=
q'lletc. 

D-Disclosure- of information. 

[l. 5 (7B), 
I tttt J)41't.] 

(1) All particulars contained in' any statement made, t;tion l4r 
return furnished or aceounts or documents produced under li~scl05ui:e of 
the provisions of this Act, or in any: ~vidence given, or af- ~ro~-ilrit~',L 
fl.davit or deposition made, in the course of anv proceedin~s lis- 54 (r)J 
und~r ~his Act, other than proceedinfi!J, under _Chapter XXIII 
[Ex1stmg Chapter VIII-Offences and penalties]. or in any 
record of any assessment firoeei1 or any proceed- 1

1 
of 181~ 

ing relating to the recov of a: demand. prepared 

1 
for the purposes of ·s , shaU be _treated . , 
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eadirr pan] 

45 of ,B6o 

(s. 54 (3)(b)J 

[New) 

[s. 54 (3) (c)] 

[New] 
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Clause 141 

as confidential, and notwithstanding anything contained in 
the Indi~n Evidence Act, 1872, no court shall, save as pro
vided in this Act, be entitled to require any public servant 
to produce before it any such return, accounts, documents 
or record or any part of any such record, or to give evidence 
before it in respect thereof. 

(2) No public servant shall disclose any particulars 
cont~ined in any such statement. return. accounts, docu
ments. evidence. affidavit, deposition or record. 

(3) Nothing in this section shall apply to the di3clo
sure~ 

(a) of any such particulars for the purposes of a prose
cution for any offence under the Indian Penal 
Code, 18G0 in respect of any such statement, return, 
accounts, documents, evidence, affidavit or deposi~ 
tion, or for the purposes of a prosecution for any 
offence under this Act: or 

(b) of any such particulars to any person acting in. the 
execution 0£ this Act.. .... where it is necessary or 
desirable to disclose the same to him for the pur
poses of this Act. . ; or 

(c) the substance of any ma.terial to an assessee, being 
Televant material pathe-red foT the purposes of 
m.akinq an assessment undeT section 147(3) rsec
tion 23(3)1 01' under section 148 [Section 23(4)], 
without disclosing any information w~ich miqht 
enable the assessee to identify the person to whom 
the material rel,ates: or 

( d) of any such particulars, where the disclosure is oc
casioned by the lawful employment under this Acf: 
of any process for the service of any notice or the 
recovery of any demand; or 

(e) of any such particulars to a civil. court in any 
suit or proceedine: to w;:hich Government or any 
Income-tax authority is a party, which relates to 
any matter arising out of any oroce-eding under 
this Act or under any other law for the time being 
in force authorising any Income-tax authorit~ to 
exercise any powers thereunder; or 

(f) (i) of any such particulaTS contained in any ac
counts, 01' 

(ii) of any registered domiment of which a cerlified 
copu can· be obtained undeT the provisions of the 
Indian Registration Act, 1908, or 

(iii) of a balance sheet: OT audit report OT profi\and 
loss occo-unts fed u .. the Compa.nJes Act, . 956, 
or any other ct reluJitig to companies, 

I , 
• ' 
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Clause 141 

to a civil comt in any suit or proceeding to which 
the person who produced the accounts, registered 
document, balance sheet, audit report or profit and 
loss account, or his representa:tive-in-interest. is a 
party, if the particulars, regi.,tered document, ba
lance sheet. audit report, or p-rafit and loss account 
are relevant to any m.atter in issue in such suit or 
proceeding; 

of any such particulars to th~ Comptroller and Au- [s.. M (3) (e) 
ditor-Gener.al of India for the purpose of enabling 
him to discharge his functions under the Consti-
tution; or 

{hJ ui any such particulars to any officer apoointed by [s. 54 (3) (f) 
the Comptroller and Auditor-General of India or 
the Central Board of Revenue to audit income-lax 
receipts or refunds; or 

(i) of any such particulars, relevant to any inquiry [Sec. 54 (3} 
into the conduct of an official of the Income-tax (g)] 
Department, to any persons appointed Commis-
sioners under the Public Servants (Inquiries) Act, 
1850, or to an officer otherwise appointed to hold 37 of 1850 
such inquiry, or to a Public Service Commission 
established under the Constitution, when exercis-
ing its functions in relation to any matter arising 
out of any such inquiry ; or 

(j) of any such particulars relevant to any inquiry [S,e. 5-l (Sl 
into a charge of misconduct in connection 'with (st).) 
income-tax proceedint,; against a legal practitioner 
or chartered accountant. to the authority referred -
to in section 324 (3) [Section 61(3)}, when exer
cising the functions referred• to in that sub-section 
........... , or 

(k) o:f any such particulars by 1my pu.btic servant, [Sr:c. 54 (1} 
where the di.scl-osuTe is oecasioned by the lawful (h)J 
exerc:se by him of his powers under the Indian 
Stamp . Act_ 1899. to impound an insufficiently II of 11199 
stamped document; or 

(1) of such facts. to an authorise~ offic;er_ of th;e Gov-[~. 
ernment of any country out'side India which has (i).J 
enten~d Into an agreement with India for the grant-
ing of relief in Tespect of 01' avoidance of double 
taxation ...... , as may be necessary for the purpose 
of enabling such relief or a refund under section 
92 [49A] to be given or such avoidance undeT that 
section to be made ef]ective ; or 

( m) of such facts. to an officer of a State Government [~. 
as mav be necessary for tht ,purpose <?f enabling WJ 
that Government toi levy ot -realise any tax im-
posed by it ; or n 

54 (3} 



[New] 

[See. 54 (3) 
(k).) 

7 of J878 

[Sec. 54 (3) 
{I).] 

[See. 54 (3) 
(m).] 

f&c. 54 (3) 
(11.).J 

[Sec. 54 (3) 
(o).] 

[See. 54 (3) 
(p).] 

31 of 1950 

Sec. 54(-t)] 

[New] 

184 

Clauses 14il•l42 

(n) of such facts, to an officer of the Central Goi,ern
ment as may _be necetsary fo·r the purpose of en
abli1ng that Government to levy or -realise any tax 
imposed by it ; or 

(o) of such facts, to any authOrity exercising powers 
under the Sea Customs Act, 1878, or any Central 
Act imposing a duty of excise as may be neces
sary for enabling it duly to ,:xercise such powers ; 
or 

(p) of such facts, to any person charged by law with 
the duty of inquiring into the qualifications of 
electors as may be necessary to establish whether 
a person is or is not entitled to be entered on an 
electoral roll ; or 

(q) of so much of such particulars, to the appropriate 
authority, as may be necessary to establish whe
ther a person has or has not been assessed to in• 
come-tax in any particular year or years, where 
under the provisions of any law for the time be
ing in force such fact is 1equired to be established: 
or 

(r) of such particulars to the Reserve Bank of India 
as are required by that Bank to enable it to ,com
pile financial statistics of international investment 
and balance of payments; or 

(s) of such information as may be required by any 
officer or department of the Central Government 
or of a State Government for the purpose af in
vestigation into tM conduct and affairs of, any 
public servant; or 

(t) of any such particula?s to the Custodian of •Eva
cuee Property appointed under the Administrption 
of Evacuee Property Act, 1950, for the purp~e of 
enabling him to disch;i.rge the duties imposed upon 
him by or under the said Act. 

(4) Nothing in this section ·shall app1y to the produc-
tion by a public servant before a court of any docutrtent, 
declaration or affidavit fi1ed, or the record of any $tate• 
ment or deposition made _in a proceeding under sectiot'l 181 
[25A] or sections 191 io 193 or. to the giving of evidente by 
a public servant in respect thereof. 

(5) In this section, "public servant" means any public 
servant employed in tne e.xecation of this Act. 

Se~tion 142. Nothing in section 141 [54(1), 54(2) ~nd 54(3), "' re
~av,ng refar- duced in preceding section] shall prohibit the voluntary 
i:,,;: di::~0~~: disclosure of any particulars referred to in sub-section (1) 
m by persons of that section, by the person by whom the statement was 
making the made. the return fuq·shed, t~e, accounts or documen4 _pro
aiatemeat etc. duced, the evidence iven Of =the affi.davit or depoftion 
{New] made, as the case ma be. 
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ctause 143 

CHAPTER XIV 

PROCEDURE FOR ASSESSMENT 

(a) Every person,.... .. if his total income, or the Section 1.43 
tiotal income of an11 other person in respect of R~turu of 1n
which he is assessal,le under this Act, during come. 
the previous year exceeded the maximum [1. 22 (1)) 
amount which is not chargeable to income-tax 
shalt furnish, to the Income~tax Officer having 
jurisdiction to assess him, on or before the 30th 
day of June of each financial year, a return of 
his income or the incom!:! of such other person 
during the previous year, in the prescribed form 
and verified in the prescribed manner and set-
ting forth ........ .... such other particulars as may 
be prescribed : 

Provided. that the Income-ta.x Office, may in his discre
tion extend the date for the delivery of the return in the 
case of any person or class of persons: 

Provided further that no such return need be furnished 
by any such person if he has already furnished a return 
of income for such year in accordance with the provisions 
of sub-section (2) ............ [22(2)]. 

(b) Where a return of income kas- been sent under 
dause {a) to an Income-tax Officer who has no 
jurisdiction to milk, the cu,Bs-sment, it shall be 
his duty to forwarti the T6f;Urn to the Income
tax Officer having jtu.ri.sdictivtl.. 

(2) In the case of any person whd, in the Income-tax [,. ~ (2)]. 
Officer's opinion ............ , is assessable 1t~deT this- Act, whe-
ther on his own total income or on the; total income of any 
other person during the previous year, -~e Income-tax Qffi. 
cer may before the end of tle relevfnt assessment yea-r 
:,erve a notice upon him requiring hilJl to furnish, within 
thirty days from the date of service ofl the notice, a return 
of his income or the income of such. ot1¢r' perton during that 
year, in the prescribed form and veri:fleP. in the prescribed 
manner and setting forth ............ such• other particulars as 
may be prescribed .......... . 

Provided that the Income-tax Oftlcer may, in his dis
cretion, extend the date for tlie deli~ry of the return. 

(3) If any person ............. has sustll,i:tied a loss ........... .in [s .. 22 (2-A). 
any previous year under the head 'Profits and gains of busi- i:,a,c.) 
ness, profession ·or vocation', and such · loss or any part there-
of would ordinaril.v have been carried forward under sec-
tion 73(2) or 74(2) [Sub-section (2) of section 24], such per-
son. or the per&on assessab~·n resp~, of the tOtal income 
of such person. shall, if he not· tie ed with a not¼e 
under sttb--section (2), ...... • • on\ ~efore the 30~'d"f 

' . ' 

\ 
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of June of the assessment yea.r or within such further time 
as the Income-tax Officer in any case may allow, a return 
of loss in the prescribed form and verified in the prescribed 
manner and containing such other particulars as mau be 
prescribed; and all the provisions of this Act shall apply as 
if it were a return under sub-section (1). 

(4) If any person has not furnished a return within 
the time allo"Wed. by or under sub-section (1) or sub-section 
(2), or having furnished a return under either of those sub
sections discovers any omission or wrong statement therein, 
he may furnish a return or a revised return, as the case 
may be, at any time before the assessment is made. 

( 5) The prescribed form of the returns referred to in 
sub-sections (1), (2) and (3) shall, in the case of an assessee 
engaged in any business, profession or vocation, require him 
to furnish particulars of the location and style of the prin
cipal place wherein he carries on the business, profession or 
vocation and of the branches thereof. the names and ad
dresses of his partners, if any, in such business, profession 
or vocation and the extent of the share of the assessee and 
the shares of all such partners in the profits of the busi
ness, profession or vocation and any b.ranches thereof. 

Section 144. The return under section 143 [22(1) or 22(2) or ·22(3)] 
Retum by shall be siqned and veritied-
wh0m to be • 
signed. (a) in the case of an individual, by the individual him-

[New] self; where the individual is absent from India, by 
some person duly authorised by him in this behalf; 
and where the individual is mentally incapaqitated 
from attending to his affairs, by his guird~n or 
committee OT by any other person competent .to act 
on his behalf; 

Section 1145. 
Provisional 
aaaesmient. 

(b) in the case of a Hindu undivided family, by the 
Karta, and, where the Karta is absent from Iridia or 
is mentally incapacitated from attending to his 
affairs, by any other adult member of such fcmily; 

(c) in the case of a company or local authority, by the 
principal officer theTeof; 

(d) in the case of a firm, by any partner thereof, not be-
ing a minor; • 

(e) in the case of any other association, by any membeT 
of the association or the principal ofjiceT thereof; 
and 

(f) in the case of any other person, by that per,on or 
by some person competent to act on his behalf. 

(1) The Income--tax Offic1tr may, at any time af=r the 
receipt of a return lriade un~r section 143[22], pr to 
make, in a summal'Y!· mann1, :a provisional assessm. nt of 

: ,, I 
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the tax payable by the assessee, on the basis of his return {s. 113B (1J, 
and the accounts and documents, if any, accompanying earlier par1. 
it 

(2) In making any assessment' under this section due fs· 23B (t), 
effect shall be given to-,. :mer part.] 

(a) the allowance referred to in section 32(2) [para (b) 
of the proviso to section 10(2)(vi)], and 

(b) any loss carried forward under section 73(2) or 74 
(2) [24(2)]. 

(3) A partner of a firm may ·be provisionally assessed [1, 13 B (2)) 
under sub-section (1) in respect of his share in the in.come 
of the firm, if its return has been received, even if the 
return of the partner himself has not been received. 

(4) A firm may be provisionally assessed under sub,. [s. t3 B (3}] 
section (1) as an unregistered firm, except in the following 
cases, where it shall be assessed as a registered firm-

(a) where the firm was assessed as a registered firm for [New. Sec 
the latest assessment year for which its assessment Notifu:ati0n 
has been completed, and it has before the date No. 83 °f 3·:; 
prescribed for the purposes of this clause, filed its ~:r t or 
applicati>on for reqistTation or declaration under Firuui~. 
section 191(7) [section for declaration] for the as-- ~~i:iue 
sessment year for Which the provisional assessment Divmon.) 
is to be ma.de; 

(b) where no regular asseisment has been made on the 
firm for any assessment year preceding the assess
ment year for which the provtsional assessment is 
to be made, and the firm has, before the date pres
cribed for the purpose• of this clause, filed its appli
cation for registration, or declaration as aforesaid, 
for the assessment ye4r for which the provisional 
assessment is to be made. 

(5) After a regular assessment has been made ...... any [1. 13 B (7) 
amount paid or deemed to have been paid towards the pro-
visional assessment made un(Jer sub-&ection (1) shall be 
deemed to have been paid to~rds the, regular assessment; 
and where the amount paid or deemed to have been paid 
towards the provisional assesslll,ent exceeds the amount pay-
able under the regular assessment, the excess shall be re,. 
funded to the assessee. 

(6) Nothing done or suffered by reasQn or jn consequ- [s. 23 B (8)1 
ence of any provisional assessment made under this section 
shall prejudice the determination, on the merits, of any 
issue which may arise in the lf()urse of the regular assess-
ment. 

13-1 Law Com./58 
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[s. 23 B (4)] (7) There shall be no right of appeal against a provi-
sional assessment made under sub-section (1). 

Scoion 146. (1) For the purpose of making an assessment under this 
Enquiiy be- Act, the Income-tax Officer may serve on any person who 
for,... asses- has made a return under section 143(1) [22(1)] or section 
smcm. 143(3) [22(2A)] or upon whom a Ilotice has been served 
[s. 22 (4)] under sect10n 143(2) [22(2)] (whether a return has been 

made or-not), a notice requiring him, on a date to be there
in specified,-

{New] 

{New] 

Section 147 
Assessm~nl. 

(s. 23 (1)] 

[s. ~3 (1)1 

(i) to produce, or cause to be produced, such accounts 
or documents as the Income-tax Officer may require, 
or 

(ii) to furnish in writing and verified in the prescribed 
manner information in such form and on iSUCQ 
points or matters (including a statement of aJJJ. as
sets and liabilities of the assessee, whether inclu
ded in the accounts or not) as the Income-tax Offi
cer may require : 

Provided that the previous approval of the Commi~
si:mer shaH be obtained before requiring the assessee to 
furnish a statement of all assets and liabilities not included 
in the accounts: 

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

(2) For the purpose of obtaining full information ·in 
respect of the income or loss af any person, the [nc()ftij:?-tax 
Officer may make such enquiry as he considers neces~ry. 

(3) The a.ssessee shaU, except where the assess
ment is made under section 148 [s. 23(4), part regarding best 
judgment assessment], be given an opportunity of rebutting 
the substance of any material gathered on the basis of any 
enquiry under sub-section (2) and proposed to be utilised. 
for the purpose of the assessment. 

(1) Where a return has been nutde under section 143 
[22] and the Income-tax Officer is satisfied without requir
ing the presence of the assessee or the production by him 
of any evidence that the return.. is correct and: com
plete, he shall assess the total income OT loss of the assessee, 
and shall determine the sum payable by him or refundable 
to him on the basis of such return. 

(2) Where a return has been made under section 143 
[221 hut the Income-tax Officer is not satisfied without re
quiring the presence of the person who made the return or 
the production of evidence thtit the return ....... ....... ~ cor-
rect and complete, h~ shall 8:fr:ve on such person a -*otice 
requiring him, on a 4-ate to •e therein specified, eit~er to 
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attend at the Income-tax Officer's office or to produce, or 
to cause to be there produced, any evidence on which such 
person may rely in support of the return. 

(3) On the day specified in the notice issued under sub- (s. 23 (3)] 
section (2), or as soon afterwards as may be, the Income-tax 
Olicer, after bearing such evidence as such person may pro-
duce and such oth'er evidence as the Income-tax' Officer may 
require, on specified points, and after taking into account 
all relevant materiai which the Income-tax Officer has 
gathered and which the Income-tax Officer is competent to 
take into account, shall, by an order in writing, assess the 
total income or loss of the assessee, and determine the sum 
payable by him or refundable to him on the basis of such 
assessment. 

(1) If any person- Section , 48. 
(a) fa_ils to make the. return required by ~ny notice ~t J~~- _ 

given under section 143 (2) [sub-section (2) of m~:~- sm 
section 22] and has not made a return or a revised • • 
return under section 143(4) [sub-section (3) of sec- [s. ~l (4) 
t · 22] mam para, ion , or earlier part 

(b) fails to comply with all the terms of a notice is-
sued under section 146(1) [sub-section (4) of sec-
tion 22], or 

(c) having made a return, fails to comply with all the 
terms of a notice issued under section 147 (section 
re: assessment under 23(1) (%) & 23(3)], 

the Income-tax Officer, after taking into account all rele
vant material which the Income-tax Officer has gathered 
and which the Income-tax Officer is competent to take into 
account, shall make the assessment of the total income OT 
loss to the best of his judgment and determine the sum 
payable by the assessee or refundable to the assessee on 
the basis of such assessment. 

(2) The Income-tax Officer shall, in every order under [New] 
sub-section (1), refer to the material on the basis of which 
the assessment is made. 

For the purposes of sections 147 and 148, [two preced- s«.tioo 149. 
ing sections regarding assessment and best judgment] the ''R41evant 
relevant material which the Income-tar Officer is compe- material" 
tent to take into account in 1'espect of an assessee incht,· [N~] 
des-

(a) market conditions in the previous year of the trade 
in which the assessee ·was engnp€d in the previous 
year, 

(b) rates of profits disclosed by the accounts of other 
persons engaged in tflie same fine of trade, and 

(c) rates of pTojits det~ned ~n f~ case of the asses
see in assessments fj earlt.e?'_rf subsequent ye9.rs. 
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Smion 150- (1) Income chargeable u11der the head "Profits 
Method_ of and gains of business, profession or vocation" or "Income 
accounting. h ,, h II b d · da . from ot er sources s a e compute ...... m accor nee 
{

5~~)3, main with the method of accounting regularly employed by the 
P assessee: 
{s. 13, Provi
$0, part) 

[s. 13, Pro\'i• 
so, part.] 

Provided that, if, though the accounts are correct and 
complete to the satisfaction of the Income-tax Oflicer, the 
method employed is such that, in the opinion of the In-
come-tax Officer, the income ......... cannot properly be de-
duced therefrom, then the computation shall be made upon 
such basis and in such manner as the Income-tax Officer 
may determine. 

(2) Where the Income-tax Officer is not satisfied about 
the correctness or the completeness of the accounts of the 
assessee, or where no method of accounting has been re
gularly employed by the assessee, the Income•tax Officer 
may make an assessment in the manner provided in sec. 
tion 148 [23(4) main para, part regarding best judgment 
assessment]. 

Section_ 151. Where an assessee assessed under section 148 [23(4)] 
Reopenmg of makes an application to the Income-tax Officer, within 
:usessmentat hf h • f · fd nd" d the instance one mont rom t e service o a notice o erl'"le(I t8$U.€ 

of the asses• in consequence of the assessment, for cancellation of the 
see. assessment on the ground-
[S. 27] 

Section 152. 
Income ~•
caping assess
ment. 

rs. 34 (1). 
i'irst para, 
clause (a), 
part.] 

r,. 34 (!)• 
Mt para, 
clause (b), 
part}. 

(i) that he was prevented by sufficient cause from 
making the return required by section 143 (22], 
or 

(ii) that he did not receive the notice issued under 
section 146(1) [22(4)] or section 147 [23(2)], or 

(iii) that he had not a reasonable opportunity to comply, 
or wa:s prevented by sufficient cause from comply
ing, with the terms of the notices ref«rred 
to in clause (ii), 

the Income•tax Officer shall, if satisfied about the exis
tence of such qround, cancel the assessment and prqceed 
to make a fresh assessment in accordance with the p-ovi
sions of sections 147 and 148 [section 23). 

If-
(a) the Income-tax Officer has reason to believe that 

by reason of the omission or failure on the pai't of 
an assessee to make a return of his income UD.der 
section 143 [22] for any assessment year or to dis-
close fully and truly all material facts neceSSary 
for his assessment for that year, income ...... char• 
geable to tax has escaped assessment for that year, 

..... or 

(b) notwithstanding that there has been no omission 
or failure as mentioned in clause (a) on the part 
of the assessee, the Income-tax Officer has in; con
sequence of i•formatipa in his possessiori reJlson 
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to believe that income .. chargeable to tax 
has escaped assessment for any assessment year, 

he may, subject to the provisions of sections 153 to 159 (s. 34 
[other sections m group dealing with escaped in- '.md 
come] assess or reassess such income ... . . or recompute part} 
the loss or the depreciation allowance, a.s the case may be, 
for the assessment year concerned (lereajter in sections 
153 to 159 [other sections in the group for escaped income] 
referred to as the relevant assessment year). • 

Explanation.-Production before the Income-tax Offi- [•. 34 (1) 
cer of account books or other evidence from which mate- Expl.J 
rial evidence could with due diligence have been discover-
ed by the Income-tax Officer will not necessarily amount 
to disclosure within the meaning of this section: ............. . 

• F'or the purposes of section 152 [section regarding in- Section 153. 
come escaping assessment], the foll.owing shall al.so be "If!COme 
deemed to be cases where income chargeable to tax has ~~~ h:_ 
escaped assessment, namely- srcsllJtlent" 

Meaning. 
(a) where income ...... chargeablc fo tax has been un- r,. 34 (i), 

der-assessed ; or i'irst para, 
clau,e (a.), 

(b) where su.ch income ... has been assessed at too part, and 
low a rate ; or • clal!Se (b), 

pal't]. 
( c) where such income has been made the subject of 

excessive relief under this Act ; or 

( d) where excessive loss or depreciation allowance has 
been computed. 

(1) Before making the as1essm.ent, reassessment, or re- Section 154. 
computation under section 152 [section regarding income 1-:'~e whe: 
escaping assessment], the Incc,me-tax -Qf]icer shall serve on ::~e hu 
the assessee, or, if the assessee is a oompany, on the prin- es,;ape<l as
cipal officer thereof, a notice containing all or any of the scsm4m, 
Tequirements which may be included in a notice under [s. 34 (1}, 
section 143(2) [section 22(2)] ; and the pro_visions or this le¢Qlnd para, 
Act shall, so far as may be, apply accordingly as 1f the patt 
notice were a notice issued under that sub-section. 

(2) The Income-tax Offu:er shall, before issuing any [s. 34 ( 1) 
notice under this section, record his reasons for doing so ... 1

1", P
1
1"?:-')· c use 111 

p$"t.] ' 

(1) The notice under section 154 [section re~arding SOetion 15:1, 
notice 1 may, subject tQ the provisions of sub-section (2) Tjme-l!mit 
and of section 157 [section regarding sanction], be issued- r.-- not,ee. 

{a) in cases falling under clause (a) of section 152 [s. 3j (i), 
[section regarding- income escaping assess- ~':i] pa~ 
ment],-

(.) t ,· ·1th • h bl t t [:t. 34 {i), 1Sl 1 a any 1me, i e 1ncome ......... c argea e o ax ~• d = 
which has escaped assess~ent or has been un- ( ) ·• ,:uet 

. der-assessed or as,ssed a~ ~ a low rate or hash f part] 



[s. 34 (1), 1st 
Prov., clau,<-
{ii), Jaua 
half, pan-
modifiNll 

[S. 34 (1), (Sl 
Prov.Cl {iil 
('arlier half] ' 

[s. ''14 (1) 
s~con<l pa,a, 
pan] 

[.s. 34 /1 ), 
:in<l Prov.) 
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been made the subject of excessive relief under 
this Act, or the loss or depreciation allowance 
which has been computed in excess, amounts to 
or is likely to amount to fifty thousand rupees 
or more for the relevant assess~ent year; 

(ii) within a period of aixteen years from •the end 
of the relevant assessment year, where the case 
does not faU under sub-clause (i) of this clause 
and the income chargeable to tax which has 
escaped assessment or has been under-asse.ssed 
or assessed at too low a rate or has been made 
the subject of excessive re!ief under this Act 
or under the Indian Income-tax Act, 1922, or the 
loss or depreciation allou:ance which has been 
computed in excess ttnder this Act or under the 
said Act, amounts to or is likely to amount to 
one lakh of rupees or more in the aggregate for 
the sixteen assessment years (including as1ess
ment years under the said Act) immediately pre~ 
ceding the assessment year in which such ni>tice 
is issued; 

(iii) within a period of eight years from the end of 
the relevant assessment year, in any other case; 

(b) in cases falling under clause· (b) of section 152 
[section regarding income escaping assessment], 
within a period of four years from the end of the 
relevant assessment yec:r. 

(2) ..... H the person on whom a notice under section 
154 [ section re : notice] is to be served is a person tre•ted 
as the agent of a non-resident under section 173 [s. 43] 
and the assessment or reassessment to be made in pursu
ance of the notice is to be made on him as agent of $Ch 
non-resident, the notice shall not be issued after the ex
piry of a' period of two years ftom the end of the relez,ant 
assessment year. • 

Secti_,Hl I s.o. Notwithstanding anything contained in sub-section (1) 
l'Tov,s,on !or or sub-section (2) of section 155 [preceding section], .but 
~:;:sm~~"~: subject to the provisions of section 157, [section regarding 
in pursuanc(· sanction J, the notice under section 154 [ section regarding 
or an order notice] may be issued at any time for the purpose of niak
on app,·al e(r_ ing an assessment or re-assessment on the assessee or Bny 
(s. 34 (3), person in consequence of or to give effect to any finQin~ 
~~~rr r;:1~- or direction contained in an order antler section 259, :263 
pan ' 269. 271, or 272 (section 31, 33. 33A, 33B, 66 or 66A] patsed 

in the case of the assessee. • 

Section 1:,7. (1} No notice shall be isStted under section 154 [sec
Sanctinn for_ tion regarding notice] after the expiry of eight years from 
~~~~" 01 the end of the relevant assessment year, unless the Cen
[s ~

4
-(i) ist tral Board of Revenue .. is satisfied on the reasonsi:e• 

~ov. 'CL corded by the Income-tp.x Offi.cfr. that it is a fit case r-or 
(iii), part] the issue of such notic41!. 
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(2) No notice shall be issued -unde,- section 154 [section [s. 34 (1), __ nt 
regarding notice] after the expiry of four years from the Prov. cl. (m), 
end of the relevant assessme11.t year, unless the Commis- part] 
sione:r is satisfied on the reasons recO'J'ded by the Income-
tax Officer that it is a fit case for the issue of such notice. 

(1) In an assessment or re-asseument made under Section 158· 
section 152 [section regarding income •scaping assessment], qi~er Pro
the tax shall be chargeable at the rate or rates at which it vmcns 
would have been charged had the income ...... not escaped as-- [s. 34

1 
(i) 2nd 

sessment or full assessment, as the case may be. prov. 

(2) Where an assessment is reopened in circumsta_n- [s. S4 (2)1 
ces falling under clause (b) of sedion 152 [section regard-
ing income escaping assessment], the assessee may, if he 
has not impugned any part of the original assessment order 
for that year either under sections 254 to 256 [30] or under 
section 272 [33A], claim that the proceedings under section 
152 [section regarding income escaping assessment] shall be 
dropped on his showing that he had been assessed on an 
amount or to a sum not lower than what he would be right-
ly liable for even if the items alleged to have escaped as.ses-
sment had been taken into account, or the assessment or 
computati:m had been properly made: 

Provided that in so doing he shall not be entitled to 
reopen matters concluded by an order under section 271 
[33B] or section 161 or 162 [35] or by a decision under 
section 263 (66) or section 26!1 (66A]. 

An assessment or re-assessment under section 152 &-cJ:ion 159. 
[section regarding income escaping ,~essment] sh.all be ~~g f re; 
completed within the time, if (lffl.y, limited by section 160 [34: f:8' t' 'for 
( 3)]. co pletion. 

[N<w] 
(1) No order of assessment ....... shall be made under ~ion ~&_>-

section 147 or 148 [23] ...... at any time after- Tirt.e hm,t 
for comple• 

(a) the expiry of four yea.rs from the end of the ass- ti04ofassl'SS• 
• '·h· h th • fl t mctits and essment year 1n vv 1c e income ......... was rs nai,e,smmu 

assessable; or ~i:13+ ~l: 
(b) the expiry of four ye<JTS from the issue of a notice [N J 

under section 283(1) [28(3)], i11- ~ case falling under (C trast .'· 
section 280(1) (c) [s. 28{1) (c}]: or 34- 3), ~~~ 

pa , Wwua 
"o ct than 
.. .;ippljes"). 

(c) the expiry of one year from the date of the filing [N<tW] 
of a return or a reviled return under section 143 
(4) [22(3)]; 

whichever is latest. 
(2)' No order of assessment or re--<LSSessment shall be [New] 

made under section 152 .[sec~on re : .
1 
ircome escaping as--

sessment]- , , • 
(a) where the assessme* ~ r&ffaessment is to be 



( 5 •. 34 (3), 
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made under clause (a) of that section ...... , [sec-
tion re: income escaping assessment], after the 
expiTy of four years from the end of the assess
ment year in which the notice under section 154 
[section re: notice] was served; 

(b) where the assessment or re-assessment is to be 
made under clause (b) of that section (section re: 
income escaping assessment], after-

(i) the expiry of four years from the end of the 
assessment year in which the income was first 
assessable, or 

(ii) the expiry of one year from the date of service 
of the notice unde,- section 154, [section re: 
notice], 

whichever is later. 

(3) The provision, of sub-sections (1) and (2) shall not 
apply to th:e following classes of assessments and re-assess
ments, which may be completed at any time-

[s. 34 (3), (i) where a re-assessment is made under section 151 
2nd Prov. [2 J 
ear!io:-.r half] 7 ; 
(s. 34 (3), (ii) where the assessment or re-assessment is made on 
2nd rrov. the assessee or any per.son in consequence of or to 
latter half, give effect to any finding or direction contained 
part) in an order wider section 259, 263, 269, 271, or 272 

[section 31, 33, 33A, 38B, 66 or 66A]. 

Explanation 1.-......... in computing the period -0f li-
[s. :;; (7C\, mitation for the Purposes of this section, the time taWen in 
2nd Prov.] reopening the whole or any part of the proceeding -or in 

giving an opportunity to the assessee to be reheard under 
section 133, Proviso (5 (7C) 1st Prov.J, or any period du·r
ing which the assessment proceeding is stayed by an order 
or injunction of any court, shall be excluded. 

[New] Explanation 2.-Whe,-e, by an order under section 259, 
263, 269, 271 or 272, [31 section 33, section 33A, sfction 
33B, section 66 or section 66A] any income is excfuded 
from the total income of the assessee for an asses~ent 
year, then, an assessment of such income fOT another as• 
sessment ·uear shall, for the 1JUrposes of section 15t and 
this section [34(3), 2nd Proviso, latter half both ~rts], 
be deemed to be one made in consequence of or to give 
effect to any finding or direction contained in th~ said 
order. 

[New] Explanation 3.-Where, by an order under section 259, 
263, 269, 271 or 272, [31, section 33, section 33A, 
section 33B, section 66 or section 66A] any income is ex-
eluded from the total income of one person and held to be 
the income of anothe,- person, then an assessment ot such 
income on such other. person fhall, fOT the purposes df' tee• 
tion 156 and this Settion [31(~), 2nd Proviso, latteif hall 
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both parts] be deemed to be one made in consequence of 
or to give effect to any findi•g or direction contained m 
the said order, provided such other person was given an 
opportunity of being heard before the said order was 
passed. 

(1) With a view to rectifying any mistake apparent Secti?n ~61. 
from the record- Reou_ficauoa 

of mmakc 
(a) the Income-tax Offi,c.er may amend any order of Ls. 3!'1 (1), 

assessment or of refund OT any other order, passed main] pa,a, 
by him: part 

(b) the Appellate Assistant Comn\i.uioner may amend [s. 35 (1)• 
any order passed by him in appeal under section main para> 
259 [31]; pan] 

(c) the Commissioner may amend any order passed by[,. 35 (1), 
him in revision under section 272 [33A] or section main para, 
271 [33B]. pa,1] 

(2) Subject to the other provision, of this section, the[,. 35 (t) 
authority concerned- main para 

(a) may make an amendment under sub-section (1) partJ 
of its own motion, and 

(b) shall make such amendment for rectifying any 
• m,i,ch mistake which has been b'l'ought to its notice 

by the assessee. 

(3) An amendment which has the effect of enhancing[$. 35 (1), m 
an assessment or reducing a refund or otherwise increas- pro,.] 
in9 the liability of the assesffe, shall not be made unde-r 
this section unless the authority concerned has given no-
tice to the assessee of its intention so to do and has allow-
ed the assessee a reasonable opportunity of being heard. 

(4) Where an amendment is made under this section, [Net,] 
an order shall be passed in writing by the Income-tax 
authority concerned. 

(5) Where any such amendment has the effect of re- [s. :J5 c;n 
ducing the assessment, the Income-tax Officer shall make 
any refund which may be due to such assessee. 

(6) Where any such amendment }Jas the effect of en• [s. 35 (4)] 
hancing the assessment or reducing· • refund already • 
made, 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 163 [section 29], and the provi-
sions of this Act shall apply accordingly. 

(7) Save as otherwise proiiided i11. section 162 or sec- [sec. 35 (1), 
tion 193 (4), [s. 35(5) to 35(10) or sec. re: cancellation of~ para, 
Tegist-ration], no amend.-m.ent µnder tfi.is section shall be part~ 
made after the expiTy of fov:f': years fl-om the date of the 
order sought to be amended. , I . 
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(1) Where in respect of any completed 
a partner in a firm it is found-

assessment of 

(a) on the assessment or reassessment of the firm, or 

(b) on any reduction or enhancement made in the in
come of the firm under section 161(1), 259, 263, 
269, 271 or 272, [section 31, section 33, section 33A, 
section 33B, se_ction 66, section 66A or section 35(1)], 

that the share of the partner in the income of the firm has 
not been included in the aS&essment of the partner or, if 
included, is not correct, the Income-tax Officer may amend 
the order of assessment of the partner with a view _to the 
inclusion of the share in the assessment or the correction 
thereof. as the case may be; and the provisions of ·,ection 
161 (35(1) to (4)] shall, mut;atis-mutandis, apply thereto, 
the period of four years specified in sub-section (7) of 
that section being reckioned from the date of the final order 
passed in the case of the firm. 

(2) Where in respect of any completed assessment of a 
member of an association. of persons it is found-

1a) on the assessment or re-assessment of the a1socia
tion, or 

(b) on any reduction. or enhancement made in the in
Come of the association under section 161(1), 259, 
263. 269. 271 or 272, [section 31, section 33, ~ction 
3~A, section 33B. section 66, section 66A or st,?cti-on 
35(1)]. • 

that the share of the member in the income of the i asso
ciation has not been included in the assessment of the fmem,. 
ber or, if inciuded, is not correct, the Income-tax ~e, 
mau amend the order oj asse,sment of the member ith a 
vieW to the inclusion of the sfi,are in the assessment r the 
correction thereof, as the case may be; and the provisii of 
section 161 [35(1) to (4)] shall, mutatis-mutandis, pply 
thereto, the period of four yecrs specified in sub-secti (7) 
of that section being reckoned from the date of thej fiMl 
order passed in the c,:ase of the association : '. 

Provided that nothing in this sub•section shall iaffect 
, the provisions of section 87, clause (v) [14(2)(b)]. • 

[s. 35 (8)] (3) Where, as a result of proceedings initiated tinder 
clause (a) of section 152, [section corresponding to existing 
section 34(1) and (2)] '. . ............... a firm or an.asso-
ciation of persons is assessed or reassessed ............ , and 
the Income-tax Officer concerned is of opinion that it is 
necessary to compute or recompute the total income of a 
partner in the firm or a mem~er of the association ~-
sons, ............... as the case lllfl'f be, the Income•tax cer 
may proceed to comp*e or re,Qfnpute the total incom and 

I ! : . ' 
' 
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determine the sum payable on the basis of such computation 
or recomputation and make the necessary amendment; and 
the provisions of section 161 [S5(.J.) to (4)] shall mutatis
mutandis apply thereto, the period of fow- years specified 
in sub-section (7) of that section b_eing reckoned from the 
date of the final order passed in the case of the firm or 
association, as the case may be. 

(4) Where the Income-tax Officer is satisfied that the [s. 35 (9)] 
income~tax payable by a company on its profits and gains 
out of which the company has declared a dividend, has not 
been paid within three years after the financial year in 
which the dividend was declared ,or within one year after 
the financial year in which the assessment of the C07!1.pany 
for the assessment year concerned was tnade, whichever is 
later, the amount of income-tax which a shareholder of the 
company is deemed himself to have paid in respect of such 
dividend under section 246 [49B], or the amount for which 
credit is due to him under section 246 [sub-section (5) of 
section 18] in respect of such dividend, ·shall be deemed to 
have been wrongly computed; and the Income-tax Officer 
may. notwithstanding anything contained in this Act, pro-
ceed to recompute such amount by reducing it in the same 
proportion as the amount of income-tax remaining unpaid 
by the company bears to the amount of income-tax·payable 
by it on such profits and gaioo, and ffl4ke the necessary 
amendment.· ..... and the provisions of section 161 
(35(1) to (4)] shall mutatis mut«.ndis apply thereto, the pe-
riod of four years specified in su.b-sectfo,t. (7) of that section 
being reckoned from the date on which the period of three 
years aforesaid has expired or the date on which the period 
of one year aforesaid has expired, whichever is later. 

(5) Where an allowance by way of development rebate [s. 35 (11)] 
has been made wholly or partly to an assessee in respect 
of a ship, machinery or plant in any assessment year under 
section 33 [clause (vib) of sub-section (2) of section 10], 
and subsequently at any time before the expiry of ten years 
from the end of the previous year in which the ship was ac-
quired or the machinery or plant was installed-

(i) the ship, machinery or plant is sold or otherwise 
transferred by the asses9ee to any person other than 
the Government; or 

(ii} the assessee utilises the amot:int credited to the 
reserve account under the said section read with 
section 34 [section for conditions]-

(a) for distribution by way of dividends or profits; or 

(b) for remittance outside India as profits or for the 
creation of any asset Outside In4ia; or 

(c) for any other purpose,·which~'· :not a purpose of 
the business of the un rtakin ! 

• ' . 
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the development reQate originally allowed shall be deemed 
to have been wrongly allowed, and the Income-tax Officer 
may, notwithstanding anything contained-in this Act, 

recompute the total income of the assessee for the 
relevant previous year and make the necessary amendment; 
and the provisions of section 161 [s. 35(1) to (4)] shall, muta
tis mutandis, apply thereto, the period of four years specified 
in sub-section (7) ,of that section being reckoned from the 
end of the previous year in which the transfer takes place 
or the money is so utili9ed. 

(6) Where any such debt or part ,of debt as is referred 
to in section 36(6)(i) [sub-clause (i) of clause (6) of section 
relating to deductions from business] is written off as iTTe• 
coverable in the accounts of the assessee for a prevWUS year, 
and the lncome•tax Offi,cer iS satisfied that such debt or 
part thereof became a bad debt in an earlier previous year, 
the Income-tax Officer may, notwithstanding anythi11,g con
tained in this Act, aUow such debt or part of debt as a 
deducti:on for such earlier previous year, and recompute the 
total ipcome of the assessee for such earlier previoiu year 
and make the neces,ary amA'ndment; and the provisions of 
section 161 [35(1) to (4)] shall, mutatis mutandis, apply 
thereto, the period of four years specified in sub-section (7) 
of t~t sect~on being rec~oned from th~ end of the_ previous 
year in which the debt is actually written off as irrecover
able. 

When any tax, penalty Or interest is due in consequence 
of any order passed under or in pursuance of this Act, the 
Income-tax Officer shall serve upon the assessee a 
notice of demand in the prescribed form specifying the 
sum so payable. 

Sec::tio.1 164. When, in the cour~e ~f the a::;sessment of the total in-
In1ima1ion of come of any assessee, 1t 1s established that a loss .......... . 
loss. has taken place which the assessee is entitled to have carri-
[s. 24 (3)] ed forward and set off undoer the provisions of sectioa 7::1(2), 

74(2) or 75(2) (24(2) (2B)], the Income-tax Officer shall 
notify to the assessee by an order in writing the am4lunt of 
the loss as computed by him for the purposes of secition 73 
(2), 74(2) or 75(2) (24(2), (2B)]. 

Section 165. Whenever a registered firm is assessed, or an unrtgister
intimaiion of ed firm is assessed under the provisions of section 190(b) 
fs""95Illtent of [23(5)(b)], the Income-tax OfJii:er shall notify to t~e firm 

rm. 
6 

by an order in writing the amount of its total income . 
fs. 23 { )] assessed and the apportionment thereof between the 9everal 

partners. 

Srction 166. (1) The person responsible for paying any mterest, 
Informaiion not being "Interest on securities", shall, on or before the 
& returns. fifteenth day of June in each year, furnish to the [ncome
(s. 20A and tax Officer having ju.risdictWm to assess him, a return, in 
~~c

1
• 42A & the prescribed form _.and verffted in the prescribed rtianner, 

43'• of the names and aq:dresses pf all persons to whom 1during 
• ' 
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the previous financial year he has paid interest or aggregate 
interest exceeding such amount, not being less than four 
hundred rupees, as may be prescribed in this behalf, to
gether with the amount paid to each such person. 

(2) The pi-escribed person in the case of every Gov- [a. 21 .1 ernment office, and the principal officer or the prescribed 
person in the case of every local authority, company or 
other public body or association, an51 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 Officer in the preseribed form and verified in 
the prescribed manner, a return in writing showing-

(a) the name and, so far as it is known, the address, 
of every person who was receiving on the 31st day 
of March, or has received or to whom was due 
during the year ending that date, from the Govern.M 
ment, the authority, company, body, association or 
private employer, as the case may be, any income 
chargeable under the head "Salaries" of such 
amount as may be prescribed; 

{b) the amount of the income so received by or so due 
to each such person, and the time or time~ at 
which the same was paid or due, as the case may 
be; 

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

(3} Where an employer deducts tro·m the emoluments [s. 5m 
paid to an employee or pays on his behalf any contribuM 
tions of that employee to an approved superannuation 
fund, he shall include all such deductions or payments 
in the return which he is required to furnish under subM 
section (2), as provided by section :n4 [58T]. 

(4) The principal officer of every company which is an (s. 1gAJ 
Indian company or a company which has made such effec-
tive arrangements as may be prescribed for the declara-
tion and payment of dividends in India shall, on or before 
the 15th day of June in each ye$!', furniEh to the prescribed. 
officer a return in the prescribtd form and verified in the 
prescribed manner of the names and of the addresses, as 
entered in the register of shar~holdera maintained by the 
company, of the shareholders to whom a divictend or aggre-
gate dividends exceeding such amount 8f may be prescribed 
in this b~half has or have been distrib~ed during the pre
ceding year and of th.e amount so distributed to each share
holder. 

The principal officer of every company shaU, at the 5':~0n 167. 
time of distribution of dividends, furnish to every person Cen.iiicate by 
receiving a dividend a certificate to the effet-t that the =rde~o 
company has paid or will pay income-tax or that no incomeM :rec.e~· • 
tax is payable (as fhe case ma11 pe) on ttiEt profits which are • • n<b:. 
being distributed and specifyit"f such ♦tPer particulars as [a. a 
may be prescribed. 1 
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CHAPTER XV 

LIABILITY IN SPECIAL CASES 

A-Legal representatives. 

(1) Where a person dies, his .legal repre-
sentative shall be liable to pay any tax, penalty or other 
sum which the deceased would have been liable to pay if 
he had not died, in the like manner and to the same extent 
as the deceased. 

(2) For the purpose of making an assessment (includ
ing an assessment under section 152 [section 34] ) of the in
come of the deceased and for the purpose of levying any 
tax, penalty ·or other sum in the hands of the legal repre
sentative in accordance with the provisions of sub-section 
(1),-

(a) any proceeding taken. against the deceased before 
his death shall be deemed to have been taken 
against the legal representative and may b~ con
tinued agaimt the legal representative fro$ the 
stage at which it stood on the date of the dEjath of 
the deceased; 

(b) any proceeding whith could have been taken 
against the deceased if he had survived, may be 
taken against the legal representative; and 

(c) all the provisions of this Act shall apply according
ly. 

(3) The legal representative of the deceased shQll, for 
the purposes of this Act, be deemed to be an assessfe. 

(4) The provisions of sub-section (3) of sectioti 170 
[section relating to liability of representative asse§sel sub
section (3)], section 171 [new section regarding ri ht of 
representative assessee to recover tax paid] secti 172, 
[ new section providing when representative asse ee is 
personally liable] and sectioD. 176 [new section rela ·ng to 
remedies against properties in case of representati e as
sessee] shall. so far as may be and to the extent to tz.vhich 
they are not inconsistent with the provisions of th"t,S secM 
tion, apply in relation to a representative assessee., 

(5) The liability of a legal representative undet this 
section shall, subject to the provisions oj sub-sectiOn (4), be 
limited to the extent to which the estate is capable of meet
ing the liability. 

[s. :;z4B (1), (6) In this Chapter, "legfll representative" includes an 
ert] executor or administratPr. • 

• ' 

J 
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B-Representative assessees-Geneml provisions. 

(1) For the purposes of this Act. "representative asses- Section 16g. 
see" means- "Representa-

tive asseuee. 
(i) in respect of the income of a nan-resident specified [a.42(1) main 

in section 9(i) (Section 42(1), main para, earlier para,latter 
part], the agent of the non-resident, including a per- half, part] 
son who is treated as such under section 173 [ 43]; 

(ii) in respect of income of a minor, lunatic or idiot, the [s. 4o (1), 
guardian or committee or manager or trustee who pan] 
is entitled to receive or is in receipt of such income 
on behalf of such minor, lunatic or idiot; 

(iii) in respect of income .... which the [s. :f• (r), 
Court of Wards, the Administratio-r-General, the m:ut) para, 
Official Trustee or any receiver or manager (in- par 
eluding any person, whatever his designation, who 
in fact manages property on behalf of anotheI) 
appointed by or under any order of a court,. 

receives or is entitled to receive, on 
behalf of any person, ............... such Court oI 
Wards, Administrator-General, Official Trustee, re-
ceiver or manager ........................ , 

(iv) ............ in respect of income which a trustee or [s. 4 , (1) 
trustees appointed under a trust declared by a main para, 
duly executed instrument in writing whether tes- part] 
tamentary or otherwise (including any Wakf deed 
which is valid under the Mussalman Wakf Valid-
ing Act, 1913) receive or are entitled to receive on 6 of 1913 
behalf of any person, .. .... . ....... such trustee or 
trustees 

(2) Every representative assessee ,hall be deemed to [New•of, s. 42 
be an assessee for the purposes of this Act. (,)] 

(1) Every representative assessee, as regards the in- S1:c1i,,n 170. 
come in respect of which he is a rep,-esentative assessee, Liability of 
shall be subject M the same duties, responsibilities and lia- •~prt::t 
bilities as if the income were income received by or accru- uve cc. 

i~g to or in fa~our. of him benef!cially, and shalt b~ liable r~:~B:·= 
to assessment in his own name in respect of that income; pa~• ..,., 
but any such assessment shall be deenied to be made upon,. 42 1), main 
him in his representative capaaity only, and the tax shall, par laiter 
subject to the ,other provision! contairied in this Chapter, half,, part} 
be levied upon and recovered from him in like manner and 
to the same amount as it would be leviable upon and re-
coverable from the person represented by him. 

(2) Any tax payable in respect of any such assessment (New] 
shall be recoverable from the representative assessee, but 
to the extent only of assets b~onging to the person whom 
he represents which may be may if in his posse.!sion 
or under his management, di al or ntrol: 

. . 
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Provided that nothing in this sub-section .~natl affect 
the provisi,ons of section 172 . . . . . . . . . . ..... . 
(newly added section laying down when representative as
sessee personally liable.] 

(3) Where any person is, in respect of any income, as
sessable under this Chapter in the capacity of a represen
tative assessee, he shall not, in respect of that income, be 
assessed under any other provision ·of this Act . 

~ction 171 (1) Every representative assessee who, as such, pa111 
R,gbt 0 ~ re- any tax, shalt be entitled to recover the amount so paid 
pmenta!ive from the person on whose behalf it is paid, or to retain 
:;:;:,s._:;: t:X out of any m.oneys that may be in his possession or may 
paid. come to him in his representative capacity, an amount 
[New) equai to the amount so paid. 

[542 (1), 2nd (2) ...... Any representative assessee, or· any 
pmv] person who Apprehends that he may be assessed as a repre

sentative assessee, may retain out of any money payable by 
him to the person on whose behalf he is Hable to pay ta.r 
(hereinafter in this section referred to as the principal), ·a 
sum equal to his estimated liability under this Chaptet, and 
in the event of any disagreement between the principal 
and such representative assesaee or person as to the atnount 
to be so retained, such repre,entative assessee or oerson 
may secure from the Income--tax Officer a certificate Pting 
the amount to be so retained pending final settlement of 
the liability, and the certificate so obtained shall ~e his 
warrant for retaining that amount. 

[s. 42 (1), 3,d (3) .......... The amount recoverable fro~ such 
prov.] representative assessee or person at the time of final set"tle-

ment shall not exceed the amount specified in such certi
ficate except to the extent to which such represeTitative 
assessee or person ma;, at such time have in his hands addi• 
tional assets of the pnncipal. 

Section 172. Every representative assessee shall be personally liable 
When. repre- for anu tax payable by him in his representative ca)acity, 
=~:,';e per- if, while his liability for tax remains undischargeif. he 
sonal!y liable charges, disposes of or parts with any assets, which Ure in 
[New] his possession or oom« to him after the ta.r is payable~when 

from or out of such assets, the tax could legally hav, been 
paid. . 

C-Representative a,seuee-special cases. 
Section 173. 
Who may be (1) For the purposes of this Act, "agent", in relation to 
rcgarded as a non-resident. includes any person in India-
agent. • 
[s. -1-3 main (a) who is employed by or on behalf of the non--resi-
paraJ dent. or 

(b) who has any business connection with the non
resident, or 
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(c) through whom the non-resident is in receipt of any 
income, ........ . .... or 

(d) who is the trustee of the non-resident. [s. 40 (2)] 

Provided that a broker in India who ... , in res- [s. f3, Isl 
pect of any transactions, does not .................. deal directly prov.] 
with or on behalf of a non-resident principal but deals with 
or through a non-resident broker . . . . . . . . . . . . shall not be 
deemed to be an agent under this section in respect of such 
transactions, H the following conditions are fulfilled, name
ly,_ 

(a) the transactions are carried on jn the ordinary 
course of business 'through the first-mentioned 
broker; and 

(b) the non-resident broker is ca"lling on such tran-
sactions in the. ordinary course of his business and 
not as a principal. 

Explanation.-A person, whether a resident or a non-[,. -43, Expln.) 
resident, who acquires ........................ whether by sale, 
exchange, . . . . . . . . . . . . . . . . . .. . . . . . transfer or relinquishment, a 
capital asset in India from a non-resident shall, for the pur
poses of charging to tax the capital gain arising from such 
sale, exchange, .................. transfer or relinquishment, be 
deemed to have a business connection, within the meaning 
of this section, with such non-resident. 

(2) ............ No person shall be treated as the agent (s. -13, 2nd 
of a non-resident . . .. . . ..... unless he has had an oppor- P,o-..J 
tunity of being heard by the Income-tax Officer as to his 
liability to be treated as such . 

. . .. . . ........ ....... Where any income. in respect of which Sect5on ,14. 
the persons mentioned in section 169'1) (iii) and (iv), [S. Ch:t•'"" 
41(1) Part, as embodied in the clauses ~ling with Court of~ ~e 
Wards etc. and trustees in the ,ewly added section defining tics ~:;. 
representative assessee] are liable as tepresentative asses- [ , ) n 
sees, or any part thereof, is not speci!cally receivable on ,~tr <~1:er 
behalf of any one person, or where the 'individual shares of half,i part] 
the persons on whose behalf such incDme or such part there-
of is receivable (which persOflJI are hereinafter in this sec-
tion referred to as the benefidaries) are indeterminate or 
unknown,-

(a) income-tax shall be charged-

(i) ................. : ... as if such incorhe ............ or such (9. 4t (1(, m 
part thereof were the tqtal income of an association Prov,, atteP 
of persons, or half, part) 

(ii) if such income or such part thc'reof is received by (9. 41 (1), 191 
a beneficiary, then at the rate or rates applicable l'rov., earlit:r 
to the beneficiary, ~I modi-

as th.e Income-tax Officer may dttect; a~ 
14-1 Law Com /58. • 
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{New] (b) super~tax shall be charged as if such income or 
such part thereof were the total income of an asso
ciation ·of persons...-

Seedon 175• Where part only of the income 
~; 07ht%est of a tr~st is chargeable under this A~t, that proportion t?nly 
111come is of the mcome, ..................... , .. receivable by a beneficiary 
chargeable. from the trust which the part so chargeable bears to the 
{s. 41 (1) 2nd whole income . . . . ..... . .. of ... the trust shall be deemed to 
Prov.] have been derived from that part. 

D-Representative assessees--General. 

Smion 176. The Income-tax Ofjicer shall have the same remedies 
R~fr:ies ro- against aH property of any kind vested t~ or under the con
~rty in ~ases trol or management of any representative assessee 48 he 
oflepresema· wouid have against the property of any person liable to pay 
tive assessees. any tax, and in as fu.ll and ample a manner. 
[New] 

Se.ction 177- Nothing in the foregoing sections in this Chapter shall 
Dtret a:s~• prevent either the direct assessment of the person on whose 
';'.!dn no • behalf income ............ therein referred to is receivable, or 
[qi (2) and the reco\_'ery from such person of the tax payable in respect 
s.42(1), maiu of such mcome ........... . 
para, latter 
half J'art, -~ E-Execu.tors. 
einende ) 

&ction 178. 
Executors 
{New) 

(1) Subject as hereinafter provided, the income of the 
estate of a deceased person shall be chargeable to tax in the 
hands of the execu.tor,-

(a) if there is only one executor, then as if the executor 
were an individual, or 

(b) if there are more tha11 one executor, then as if the 
executors wen? an asSltciation of persons. 

(2) ·The assessmeat of an executor under this s,ction 
shall be made sewrately ,from any assessment I that 
may be made on him in respect of his own income. , 

(3) Separate asse,sments shall be made under l sec
tion on the total income of eaph completed previous y ar or 
part thueof as is included i1i the period ffom the te of 
the death to the date of complete distribution to the e:nefi.• 
ciaries of the estate acC'OTdinp to their several int sts. 

( 4) In computing the tot.al ifl.Come of any previyear 
under this section, ant1 inco~ bf the estate of that pr ious 
year distributed to, at" applie6 to the benefit of, an bene
ficiary of the estate during that previous year s ll be 
~xcluded; but the income so excluded shall be inclu. d in 
the totaL income of the prev~s year of such beneficiary. 

Explanation.-In this section, "execufl:or'' includes an 
«dmini:strator or other pers01' administering the esta11e of a 

. deceased person. 
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The provisions of section 171 [New section authorising ~tion 
a representative assessee to recover tax paid from the prin- R!;'~

10
, 

10 cipal] shall, mutatis-mu.tandis, apply in the case of an exe- ;«over 
cutor in respect of tax paid or payable by him as they paid. 

179. 
of 

apply in the case of a representative assessee. {New) 

F-Succession to busin.ess, profeision or vocation. 

(1) Where a person carrying on any business, profes- s~tioi·,. 18o. 
sion or vocation, (such person hereinafter in this section ~w::~ession to 
being referred to as the predecessor) has been succeeded 

0
;:~~i~ 

therein by another person (hereinafter in this section refer- 1han on death 
red to as the successor) who oontinues to carry on that busi- [s. . 26(2), 
n~ss, profession or vocation, the predeeessor and the succes- main para) 
sor shall. subject to the provisions of sections 13(2), 13(3), 
91(1) and 100 [section 25(4)] each be assessed in respect of 
his actual share, if any, of the income ........... of the 
previous year, that is to say,-

(a) the predecessor shall be assesi;:ed in respect of the 
income of the previou, year upto the date of succes
sion, and 

(b) the successor shall be assessed in respect of the in
come of the previous year after the date of succes-
sion. 

(2) Notwithstanding anyt1iing contained in sub-section [s. 
(1), when the predecessor carinot be loµnd, the assessment ~fJ· 
of the income of the previous year in .Which the succession , 
took place upto the date of sutcession,, 8nd for the previous ' 
year preceding that year shallo be macl? on the succesior in 
like manner and to the same amount • iit would have been 
made on the predecessor............ -

i 

26(2), 
earlier 

(3) ........... When the. tax in r!-'!SP6Ct of the income of ti. 2i!(2), 
such business, profession or vocation~ Jo,- the previous year ~ifj tter 
in which the succession took~ace upjo: the date of succes-- , 
sion or for the previous year . ceding that year, assessed on i 
the predecessor. cannot be re vered1rom him, it shall be : 
payable by and recoverable rom t ;successor, and the j 
successor shall be entitled to tecover ' rbm the predecessor I 
the amount of any tax so p•id. ' · 

' ! ' 
(4) ..... Where any ....... , .... bus· ·efls, profession or vo-- !••

1
~ ~(2 ), 

cation.. . . . . ... . . . ... carried on1by a dU undivided family ;i:-
11 

para, 
............... is succeeded to, and lsimulta. ly with the sue--
cession or after the successioi there been a partition. 
of the joint family propef't~betwt the members or 
groups of members, the tax d in r ct of the business, 
profession or vocation succee ed to o the date of sue--
cession shall be assessed and '4ecover hi the manner pro
vided in section 181(4) and 1,6) ~.s tjon 25A(2), remain~ 
ing part, as embodied in secti on tion l, but with01£t 
prejudice to the provisions oft i, se • • 

• I 
• • I 
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Clause 181 

G-Pa:rtition. 
Section 181. (!) A H" .d f ·1 h·th t d d. · Assessment • • -• --• • • • • • m u am1 y 1 . er o assesse as 1:1n 1vi-
after panidon ded ........... shall be deemed, for the purposes of this Act, 
of a Hindu to continue to be a Hindu undivided family, except where 
undNided and in so far as a finding of partition has been given under 
f!.m~~(

3
)) this section in respect of the Hindu family. 

(1. . 25A(1J, (2) Where, at the time of rriaking an assessment under 
ma;n pa

1
ra section 147 or 148 [23], it is claimed by or on behalf of 

ear ,er part any member of a Hindu family ............ assessed as undivid-
ed that a partition. whether total or partial, has taken place 
among the members of such family, the Income-tax Officer 

{s. 2 5A( 1), shall make an inquiry thereinto ........... . after giving notice 
pr€1v.J of the inquiry to all the members of the family. 

f, •. 2 5A( 1), (3) On the completion of the inquiry, the Income-tar 
~~~r P~a, Officer shall r~cord a_ ~nding as t_o _ whethe_r there has been 

a total or partial partition of the ;omt family property, and, 
if there has been such a partition, the date on which it has 
taken place. • 

[,. 
main 
par!] 

25A(2), ( 4) Where a finding of total or partial partition has been 
para, recorded by the Income-tax O[Tieer under this section and 

the partition took pl.ace du.ring the previous year,-

(s. 2sA(2) 
main para, 
part] 

[s. 25A(2), 
Prov.] 

(New] 

(a) ......... the total income received by or on behalf of 
the joint family in respect of the period upt1> the 
date of partition shall be assessed as if no partition 
had taken place; and 

(b) each member or group of members shall, in addition 
to any tax for which he or it may be sepantely 
liable and notwithstanding anything containep in 
section 11. clause (2) [section 14(1)], be jointly; and 
severally liable for .. the tax on the income so 
assessed. 

(5) Where a finding of total or partial partition I har-
been recorded by the Income-tax Officer under thi.s seiion 
and the partition took place aftf!'r the expiry of the pr iou.s 
year, the total income of the J)1fevious year of the oint 
family shall be assessed as if 110 partition. had taken ~ 
and the provisions of clause tb) of sub-section (4) U~ 
mu.tatis mu.tandis, apply to the oase. 

[,. 
main 

25AM, (6) For the purposes of clause (b) of sub-section, (4). 
para, the several liability of any m4mber or group of members 

thereunder shall be computed acoording to the portion oJ the 
joint family property aHotted to him or it at the part"1on. 

port] 

(7) After a finding of total partition has been re~ed 
by the Income-tax Officer u.ndeJ" this section in respeft of 
any Hindu. family, the Income-tax Officer having jmif;"dic
tion to assess the Hin4u, familw shall, subject to the provi-
sions of section 135(7) l64(5)],-. : 
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Clauses 181-182 

/ (a) if the Hindu family carried on any business, pro
fession or vocation, be the Income-tax Officer of the 
area in which its principal place of business, pro
fession or vocation was situate imm.ediately before 
the partition; and 

(b) in other cases, be the Income-tax Officer of the area 
in which the person who was the last manager of 
the Hindu family was residiag immediately before 
the partition. 

(8) The provisions of this section shall, mutatis mutan- [New] 
dis and so far as may be, apply in relation to the levy and 
collection of any penalty or other sum in respect of any 
period upto the date of the partition, whether total or par-
tial, of a Hindu family as they apply in relation to the levy 
and collection of tax in respect of any such period. 

Explanation.-In this section,- (New] 

(a) "partition" means-

(i) a physical division of the property, if the pro
perty admits of such division, or, 

(ii) where the propertv. does Mt admit of physical 
division, then such ciivision at the property admits 
of; . . . . and a mere severance of status shall 
not be deemed to be a partition; 

(b) "partial partition" means a partition which is par
tial as regards the persons constituting the Hindu 
undivided family, o, the pPOperties belonging to 
the Hindu undivided family, or both. 

H-Shipping business of non-residents . • 
(1) The provisions of this section shall, notwithstanding Stction 182. 

anything contained in the other provisions of this Act, apply ~!lipping 
for the purp?se of the levy. and recov~ry of_ tax iD; t~e case n:•.~~den~! 
cf a non-resident who carries on bwuness m ~ndta In any (s;.w.A,earlier 
financial year as the owner or charterer of a ship (such per- part) 
son hereinafter in this section being referred to as the prin-
cipal) .. 

(2) Where a. ship of the principal carries passengers, [si 44n (2), 
livestock, mail or goods shipped at a port in India, one-sixth laiter half] 
of the amount paid or payable on acCount of such carriage 
to the principal or to any person on his behalf, whether that 
amount is paid or payable in 00' out of India, shall be dee-med 
to be income accruing in India to the principal on account 
of such carriage. 

(:5) Before the departure from any port in India of any (s. 44B(1)] 
wch ship ............... the mastei of the ,wp shall prepare and 
furnish to the Income-tax Offiter a rettirn of the full amount 
paid or payable to the prinCfpal, or ·ko any person on his 

I ' 
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behalf, on account of the carriage of all passengers, live
stock, mail or goods shipped .at that port since the last arri• 
val of the ship thereat. 

[!. 44B(2), ( 4) On receipt of the return, the Income.tax Officer shall 
earlier half, assess the income referred to in sub•section (2) ........ . and 
&art] B(

3
) determine the sum payable as tax thereon at the rate or 

e~•lier4tart]' rates for the time being applicable to the total income of 
a company which has not made the arrangements referred 
to in section 203 [18(3D), maip para], and such sum shall be 
payable by the master of the ship ........ . 

(s .. 44B(2 ), (5) For the purpose of determining the tax payable 
ear!,er half, under sub-section (4) the Income-tax- Officer may call for 
part) ' !\... • such accounts or documents as he may requ1r·e ........... . 

{,. 44B/3), (6). .A port clearance shall not be granted to the 
latter part) ship until the Customs-Collector, or other officer duly autho

rised to grant the same, is satisfied that the tax assessable 
under this section has been duly paid. 

[ $. 44C] (7} Nothing in this section shall be deemed to prevent 
the principal from claiming in the financial year following 
that in which any payment has been made on his behalf 
under this section, that an assessment be made of his total 
income ,of the previous year, and that the tax payablt on 
the basis thereof be detennined in accordance with the 
other provisions of this Act, and if he so claims, any $UCh 
payment as aforesaid shall be treated as a payment in 
advance of the tax le-viable in the relevant assessment year, 
and the difference between the sum so paid and the amci,unt 
of tax found payable by him Qn such assessment shall be 
paid by him or refunded to hhn, as the case may be. 

f s. 44A, (8) The provisions of this section shall not apply wltere 
auer pan] the Income-tax Officer is satisfied that there is an age!Vt of 

the principal from whom the tax will be recoverable in the 
relevant assessment year under the other provisions of this 
~ct. 

I-Recovery of tax in respect of non-residents. 

S~<:tion 183. Without prejudice to the provisions of section 17 (1 ► 
Recoveryof [section embodying the rule that a representative asse ee 
••,x m re$pect is liable to pay the tax] or of section 176 [section newly dd-
0 non-resi• d th • · h I t Offi t d dent from his e au onsmg t e ncome- ax cer o procee ag nst 
assets assets with agent], where the person entitled to the in me 
(s.42(,), nt .referred to in section 9. clause (i) [42(1) main ra, 
Prov l earlier part) is a non-resident. the tax chargeable th on, 

whether in his name 07' in the name of his agent whQ is 
liable as a representative assessee, may be recovered; by 
deduction under any of the pnovisions of sections 201 to 
204 [18(2) to 18(3D)] and ............ any arrears of tax may be 
recovered also in accordance with the provisions of ~hls 
Act from any assets of Jhe no~sident which are, or ay 
at any time come within, India. • 

1 

... 
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Claute 184 

J-Persons leaving India. 

(1) Notwithstanding anything c01itained in section 3 Section 184-
[section 3], when it appears to the Income-tax Officer that ~~nt 

any individual may leave India during the current assess- lea~g India. 
ment year, or shortly after its expiry. and that he has no [s. t,i.A(i) 
present intention of returning, .... ...... the total income of main para: 
such individual for the period from the expiry of the p,'€- earlier half] 
vio'US year for that assessment year, to the probable date 
of his departure from India ... ....... . shall be chargeable to 
tar in that assessment year. 

(2) ............ The total income of eac:h completed previous [s. ~¢ (1), 
year or part thereof included in such period ................... ~n \'::ra, 
shall be chargeable to tax at the Tate or rates in force in lat~Jr a.If, 
that assessment year, and separate assessments shall be pat 
made in respect of each such completed previous year or 
part thereof. 

(3) The Income-tax Officer may estimate the income of[,. ~4A( 1), 

such individual for such period or any part thereof, :~~~ h:i"t' 
where it cannot be readily determined in the manner pro- patt] ' 
vided in this Act. 

(4) For the purpose of making an ,ssessment under sub-[,. 24-A(~)J 
section (1), the Income-tax Officer may serve a notice upon 
such individual requiring him to furmsh, within such time, 
not being less than seven days, as may be specified in the 
notice, a return in the same fnrm and verified in the same 
manner as a return under section 143(2) [sub-section (2) of 
section 22), setting forth ............ his t;:)tal income for each 

... completed previous year comprised in the period re
ferred to in sub-section (1) aad his estimated total income 
for any part of a complete previous year comprised in that 
period ......... ; and the provisions of this Act shall, so far 
as may be, and subject to the provi#Ons of this section, 
apply as if the notice were • notice issued under section 
143(2) [sub-sedion (2) of sectidn 22]. 

(5) Tax chargeable under. this seatihn shall be in addi- (Ni:w) 
tion to the tax, if any, chargeable under any other provision 
of this Act. 

(6) Where the provisions of s-ub-eection (1) are appli- ~w) 
cable, any notice issued by the lncame•tax Officer under ' 
section 143(2) [sub-section (2) of sectipn. 22] or section 154 
(1) [section 34(1), second para, porti~ relating to the issue 
of a noti0::! containing the rek:juiremellt to be included on 
the lines of section 22(2)] in respect df any tax chargeable 
under any other provision of this Act may, notwithstanding 
anything contained in section 143(2) [section 22(2)] or sec-
tion 154(1) [section 34(1) seCOnd para, portion relating to 
notice containing such requirements] as 'the case mav be. 
require the furnishing of the return. by such individual 
withtn such period, not bei"!. less th;~ ·seven days, as the 
lncome•ta.r Of!icer may thin,.,proper. i 

l I · 
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Senion 185. 
D.s~ontinucd 
busincs~ • 
[s. Q5(1), 
part] 
7 of 1918 

{ New J 

[s. Q5(2), 
earlier part] 

Section 18 ). 
A.,sociation 
dissolved or 
btuincss 
discontinued. 
[s. 44(1), 
p..-<] 

(s. 44(3), 
part] 

[New] 
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Clauses 184-186 

(7) Every assessment under sub-section (1) shall be 
completed within three m.onths of the date on which the 
notice under sub-section ( 4) is served, except where such 
individual himself waives his right to have the assessment 
so completed, or where the asSessment is delayed owing to 
any conduct of such individual. 

K-Discontinu.ance of business, or dissolution. 

(1) Notwithstanding anything contained in section 3, 
(section 3] where any business, profession or vocation which 
was not charged under the provisions of the Indian Income
tax Act, 1918, is discontinued in any assessment year, the 
total income of such business, profession or vocation of the 
period from the expiry of the previous year for that assess~ 
ment year upto the date of such discontinuance may, at 
the discretion of the Income-tax Officer, be charged to 
tax in that assessment year. 

(2) The total income of each completed previous year 
or part thereof included in su.ch period shalt be chargeable 
to tax at the rate or rates in force in that assessment year, 
and separate assessments shall be made in respect of each 
such completed previous year or part thereof. 

(3) Any person discontinuing any such business, pro
fession or vocation shall give to the Income-tax Officer 
notice of such discontinuan~e within fifteen days there
of .. 

(4) Tax chargeable under this section shall be in addi
tion to the tax, if any, chargeable under any other provision 
of this Act. 

(1) Where any business, profession or vocation carried 
on by... . .. an association of persons has been discontinu• 
ed or where. an association of persor.s is dissolved.-

(a) the Income-tax Officer shall make an assessment of 
the total income of the ........... association of per-
sons as if no such discontinuance or dissolution had 
taken place; and 

(b) every person vyho was at the time of such di$COn• 
tinuance or dissolution a ............ member of the 
association, and the legal representative of any tmch 
member who is deceas«d, shall in respect of the in
come of the a&s.ociation be jointly and severally 
liable for the amount of tax .......... payable, and 
all the provisions of this Act, so far as may be, 
shall apply to any such assessment. ... 

(2) Where such: discontinuance or dissolution takes pl.ace 
after anu proceedings in respect of an assessment yeart,•• 
commenced, the procefdings 1'11(itJ be continued aga.im the 
persons referred to in sub-s .. tfon (1) from the sta e at 

r 
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Clauses 186-188 

which the proceedings stood at the time of such disconti
nuance Or dissolution, aRd aU the provisions oj this Act 
sha!l, so far as may be, apply accordingly. 

(3) The provisions of sub-sections (1) and (2) shall, so (New] 
far as may be and mutatis mu.tandis, apply in relation to {s.4-4(11} part 
any penalty or other sum, chargeable under any .provision s.44(3) part] 
of this Act, as they apply in relation to tax . 

( 4) Nothing in this section shall affect the provisions of {New) 
.section 170(2) [24B(l), portion limiting liability of legal re
presentative to extent of estate]. 

L-Special propisions for certain kinds of income. 

Where the time taken by the author of a literary or Sectio~ 187 . 
.artistic work in the making thereof is more than twelve Roya~tbs or 
. ·····: .. moJ?-ths,. . ....... t~e amount .received or receivable ~~~litte• 
by him dunng any previous year on account of any lump rary or arti• 
sum consideration for the assignment or grant of any of stic work. 
his interests in the copyright of that w.ork or of royalties [s ,tAAJ 
or copyright fees (whether receivable in lump sum or other- • 
wi~e), in respect of that work, shall, if he so claims, be 
allocated for purposes of assessment as hereunder-

(i) where the time so taken is leis than twenty-four 
months, one-half of the amount of such lump sum, 
royalties or fees as the income of the previous year 
in which the whole amount is received or receiva
ble, and the other half as the income of the next 
succeeding previous year; and 

(ii) where the time so taken is twenty-four months, or 
more, one-third of the amount of such lump sum, 
royalties or fees as the income of the previous year 
in which the whole amount is received or receiva
ble, and one-third of the said amounf'as the incbme 
of each of the two next succeeding previous years. 

Explanatian.-For the purposes of this section, the ex
pression 'author' includes a joint authOr, and the expression 
'lump sum', in regard to royalties or otpyright fees, inclu
-des an advance payment on account of such royalties or 
~opyright fees which is not returnable. 

M-Liability of State Governments. Sect!On 188. 
Inter\,:st on 
incom.e•tax 

............ Income-tax payable on the interest...... . ... on free $iti<.s 
any security of the State Gove,:-nment ~ued income-tax c%o• ia::ent 
free shall be payable by the St4te Gove,nment at such rate (s. s"';'rd • 
.as may be laid down by any Ce,itral Act.: - JX'OVh 

! l Y · 
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Clauses 189-191 

CHAPTER XVI 
SPECIAL PROVISIONS APPLICABLE TO FIRMS 

A-Assessment. 

(1) Notwithstanding any.thing contained in sections 147 
and 148 [section 23(1) to (4)J, .......... . and subject to th.e pro-
visions of sub-section (3), in the case of a registered fl.rm, 
after assessing the total i1Icome of the firm,-

(i) the income-tax payable by the firm itself shall be
determined ; and 

(ii) the share of each partner in the income of the-
-firm. . ..... shall be included in his total income-
and ass~ed to tax accordingly. 

(2) ........... If such share of any partner is a loss it shall 
be set off against his other income or carried forward and 
set off in accordance with the provisions of sections 72 .to 80 
[24(1) and (2)]. 

[s. 23(5)(a), (3) .......... When any of the partners of a re!risteTed" 
:.md Provi10] firm ii a non-resideint, the tax on his share in the in-

come .......... of the firm shall be assessed on the flrm at 
the rate or rates which would be applicable if iti were 
assessed on him personally, and the tax so assessed shall 
be paid by the firm. 

Section· 190. In the case of an unregistered firm, the Income-t~ Offi-
Assesm1ent of cer-
unregisten:d 

•~· 
[~.23(5)(b)] 

(a) may ....... . ~etermine the tax payable by the firm 
itself on the basis of the total income of th4 firm; 
OT 

(b) 

s~ction 191. 

.. .. if, in his opition, the aggregate amoµnt or 
the tax ............ payable by the partners if tifirm 
were treated as a registered firm would be ater 
than the aggregate amount of the tax which ould 
be payable by the firm under clause (a) a~ the 
tax which would be payable by the partner, indi
vidually, may proceed to make the assessmentiu.nder
section 189(l)(ii) (23(5)(a)(ii)] as if the firm 1k,ere a 
registered firm; and where the procedure spf!cified 
in this clause is applied to any unregisterecl firm, 
the provisioni; of section 189(2) and 189(3) [1.· t and 
2nd provisos to section 23(5)(a)] shall apply here
to as they apply in the case of a registered rm. 

B-Re!lUtration. 

Application (1) An application for regi3tration of a firm for thie pur
f?r regima• poses of this Act may be made to the Income-tax <Dfflcer 
uon. on behalf of any firm if-
[,. ~6 A <1ll (i). the partners~ip is ~idenced by an instrlllllent, .. _ 

and 
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Clause 191 

(ii) the individual shares of the partners are specified 
tn that instrument, or can be asee?tained from that 
instrument with or without the aid of the instru
ments of partnership of any othtr connected firms. 

(2) Such application may, subject to the provisions of {New] 
this section, be made either during the existence of the 
firm or after its dissolution. 

(3) The application shall be made to the Utcome-tax [s. l!fiA (11 ), 

qflicer having jurisdiction to asaess the firm, and shall be :;~· a.u:1 
stgned- second para, 

(a) by all the partners (not being minors) personaUy, part) 

OT 

(b) in the case of a dissolved finn, by all persons (not 
being minors) who were partners in the firm im• 
mediately before its dissolution and by the legal 
representative of any such part11er who is deceas
ed. 

(4) The application shall be made before the end of [s. 
26A <2l• part, read 

the previous year for the assessment year in respect of with R:ulc 2, 
which registration is sought: ~d para. 

Provided that the Income-tax Officer may entertain an 
application made after the end of the pTet.1ious year, if he 
is satisfied that the firm was prevented by sufficient cause 
from making the application before the end of the previous 
year. 

(5) The application shalt be accompanied by the origt- ~r~~ta~) 
nal instrument evidencing the partnersl.ip, together with with Riik'3} 
a copy thereof : 

Provided that if the Income..tax Otfider is satisfied that 
for sufficient reason the original instrutrient cannot con
veniently be produced, he may accept a copy of it certified 
in writing by all the partners (not being minors). or, where 
the application is made after the dissolution of the firm, 
by all the persons referred to in clause (b) of sub-section 
(3), to be a correct copy, or a c•rtified QOP1I of the instru,
ment: and in such cases the aJ)plicati"on .shizU be accompa
nied by' a duplicate copy of the origi~l instrument: 

. .Provided further that whe,-c the individual shares of 
the partners are not specified in the ins:r:rment of partne,-
ship, the provisions of this sectiQn shall pply also in rela
tion to the instruments of partnership re erred to in clause 
(ii) of sub-section (1) as they apply in relation to the instru
ment evidencing the partnership of the Jtnn to be register
ed. 

(6) The application shall be made in the prescribed {s. 26A (2), 
form and shall give the following particulars- P~,• rtad1 WH llu c 3, 

(i) the names and addresses _of the wrtners of the firm t~!; 1 during the previous ~ar, tOfdther with their ·re 
ahares : ., i . • 

l ·I 
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Clauses 191-192 

(ii) the dates of their admission to the partnership; 

(iii) the interest on capital or loans payable to the 
partners; 

(iv) the salary or commission or any other amount 
payable to the partners; and 

\ v J the manner i'n which the profits of the firm were 
divided for the latest previous year for which 
such division ·has been made and the mode of 
distribution, that is to say, whether the distribu
tion was made by crediting the accounts of the 
partners or in any other manner, or if the profits 
have not been divided the rea.~on for not dividing 
the profits. 

fNcw) (7) Where registration is granted to any firm for any 
assessment year, it shall have effect for every subsequent 

{See. Rule 61 assessment year, provided there is no change in the consti
tution of the firm or the shares of the partners as eviden• 
ced by the instrument of partnership on the basis of which 
the registration was granted, and provided the firm furni
shes, along with its return of income for the assessment 
year concerned, a declaration to that effect, in the prescrib
ed form anti veri:fied in the prescribed manner. 

[New] (8) Where any .!uch chwnge has taken place in the pre-
vious year, the firm shall apply for fresh registration for 
the assessment year concerned in accordance with 19ie pro
visions of this section. 

Srction 1g2. . (1) On receipt of anClpplication for registration of a 
l'roc.roure on firm, the Income-tu Officer shall inquire into the genuine
recj'.P1 ~f ness of the firm and its constitution as specified in:the in
.app irnt,on. strument of partneTship ( as read with the instruments of 
[s. 26A (2,), partnership referred to in clause (ii) of sub-section (1) of 
part,re.a t· 191 h h ·) d with Ruh· 41 sec ion , w ere t e case S'O requires , an -

[Ser. Rule .f (a) if he is satisfied that there is or was during the pre-
( 1 )J vious year in existence a genuine firm with the 

constitution so specified, he shall pass an qTder in 
writing registering the firm for the ass~!sment • 
year; 

{Sr,:- Rule 4 
(~)] 

{New] 

{New] 

(b) if he is not so satuji.ed, he shall pass an QTder in 
writing refusing to register the firm. • 

(2) The Inconte-tax Officei' shall not re_?ect al, appli
cation for registration merely on the ground that ,the ap
plication is not in order, but shaU intimate the cfrlect t':' 
the fi.rm and give it an opportunity to rectify the defect 
in the application within a period of one month from the 
date of such intimation. 

(3) If the defeat is not rectified within such tifne, the 
Income-tax Officer may reject the application. 
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( 4) The Income-tax Officer shall finish the inquiry un- [New] 
der this section before the expiTy of a period of one year 
from the date of filing of the awlication, or before making 
an assessment on the firm for -the assessment year, which-
ever is earlier. 

(5) Where a fi1'm is registered for any assessment year, [New) 
the Income-tax Officer shall record a certificate on the in- [See 1..ule 4 
strument of partnership or on the certified, copy submitted (1) pu-t] 
in lieu of the original instrument, as the case may be, to 
the effect that the firm has been registered under this Act, 
for that assessment year ; and where a declaration under 
section 191(7) [relevant sub-section of iection far applica-
tion for registration, to the effect that in the Case of subs-
equent assessme.nt year only a declaration need be sent] 
is furnished by the firm for any subsequent assessment 
year, he shall also endorse a note of such declaration hav• 
ing been furnished on the said instrume•t or certified copy. 

(6) Notwithstanding anythitrtg contained in' this sec•[,. !13 c4), 
tion, where, in respect·of any a,sessment year, there is, on main era, 
the part of a firm, any such fail.ure as i$ mentioned in sec- latter lf, 
tion 148 [S. 23(4), main para, earlier half,. embodied in sec• part]. 
tion re: best judgment assessment], the Income.tax Offker 
may refuse to register the firm for the assessment year. 

(1) If, where a firm has been registered, or its regis• Sectics, 193. 
tration has effect under section 191 (7) [newly added sub.Cau~ll~tion 
section in section re : application for registration, to the o_f Rqit1ra
effect that registration has effect for subsequent year], for t[N•

00
• 1 

any assessment year, the Income-tax O(Jicer is of opinion cw 
that there was during the prevtiaus year no genuine firni [Sec1',ulc 6Bl 
in existence as registered and that the rt!'gistration was ob-
tained or continued by misrepresentation, he ma_y, with 
the previous sanction of the I"'1>ecting Assistant Commis-
sioner and after giving the fi:rnt. a reas01lable opportunity 
of. being heard, cancel the registration of the firm for that 
assessment year. 

(2) If, where a firm has been regi;tered or its regis• [,. ll:3 :(4), 
tration has effect under section 191(7) [newly added sub- main para~ 
section in section re : application for rtgistrat1on, provid- lat~]~• 
ing that registration once graated hU et'fect for future pa ' 
years], for any assessment year,ithere is, on the part of the 
firm, any such failure in respect of the a..tsessment year as 
is mentioned .in. section 148 [section 23(4), main para, ear-
lier half, i.e., section for best judgment assessment], the 

-Income-ta.r Officer may cancel Ch.e regi,t,-ation of the firm 
1 2 

( 

for t:he assessment year, after giving the firm not less than ~f" 
fourteen days' notice intimating his in't4ntion to cancel its 
registration and after giving it a r~ble opportunity 
o/ beiftg heard. . , 



[New] 

lNc:w] 

[New] 

Section 194. 
Change in 
COll!ltitu1ioa 
ofa finn. 
{S. :l6 (1)] 

{New] 

216 

C!aw,es 193-195 

(3) Where the registrahon of a firm is cancelled for 
any assessment year, the Income-tax Officer shalt amend 
the assessments of the firm and its partners for that assess
ment year on the footing that the firm is an unregistered 
firm. 

(4) The provisions of section 161 (35 (1} to (4)] shall 
mutatis mutandis, apply to the amendments of the assess~ 
ments of the firm and its partners under sub-sectlon (3). 
the period of four years sptcified in section 161 (7) [S. 35 
(l)] being reckoned from the date of the order cancelling 
the registration. 

(5) No order cancelling the registration of a firm for 
any assessment year shall be made after the expiry OJ 
eight years from the end of that assessment year. 

C-Changes in constitution, succession and dissolution. 

(1) Where, at the time of m'aking an assessment under 
section 147 or 148 [23] it is found that a change has, occur
red in the constitution of a firm, ...... the assessmeqt shall 
be made on the firm as constituted at the time Ot making 
the assessment: 

Provided that the income of the previoUB year 
shall, for the purposes of inclusion in the total incotnes of 
the partners, be apportioned between the partners Who, in 
such previous year, were entitled to receive the same: 

Provided further that when the tax assessed_ ~pon a 
partner cannot be recovered from him, it shall t>Et reco
vered from the firm as constituted at the time of qiaking 
the assessment. 

(2) For the pur?)ses of th4 section, there is ·a 4hange 
in the constituti_on oj the jiffl'l'I,- ; 

(a) if one or mote of the partners cease to be [nets 
or one or mqre new partners are admitted, i such 
circumstances that o,te or more-of the pers who 
were partners of thd ~rm before the chang con
tinue as partner or jlartners after the chan e, or 

(b) where all the partners continue with a cha1tge in 
their resp~ctive shares or in the shares of sqme of 
them. • 

Se<:t'on I Where a firm car.Tying on a business, profession f,r vo
Suc:essio~s-of cation is succeeded bf anothet- fi:rm, and the case is n t one 
one firm by covered by section 194 [26 (1), relating to changes n the 
another firm, constitution of the ~rm], s<wrate assessments sh,ill be 
{New] made on the. predecfss01: fi'/ffl, and t~e successor fitm in 

accordance with the provisioris of section 180 [26(2)].j 

I 
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Cl.au.ses 196-197 

(1) Where any business, profession or vocation carried Section 1g6. 
on by a firm . . has been discontinued, or where a firm Firm ~!v-

is dissolved - ed or-bl;Ullle" 
> d,sco11tmued. 

(a) the Income-tax Officer shall make an assessment ~rif (i), 
of the total income of the . . . . . . firm as if no such 
discontinuance or dissolution had taken place ; and 

(b) every person who was at the time of such discon- [ s. 44 (3), 
tinuance or dissolution a partner of the firm, and part] 
the legal representative of any such partner who 
fa deceased, shall, in respect of the income of the 
firm,, ..... be jointly and severally liable for the 
amount of tax payable, and all the provi-
sions of this Act, so far as may be, shall apply to 
any such assessment ........ . 

(2) Where such discontinuance o,- dissolution takes [NeYfJ 
place after any proceedings in respeci of an assessment 
year have commenced, the proceedings may be continued 
against the persons referred to in sub◄ection (1) from the 
stage at which the proceeding• stood a.t the time ·Of such 
discontinua71ce or dissolution, ahd all tfie provisions of this 
Act shall, so far as may be, apply accordingly. 

I 
(3) Th·e provisions of su.b,-sectiona ·(l) and (2) shall, [s. .U(2), p.v1: 

mutatis mutandis and so far a, may i apply in relation •-44 ~s). pan) 
to any penalty OT other sum dhaTgeab under any provi-
sion of this Act, as they apply in rela • n to tax. • 

(4) Nothing in this secti<nt shall ,ffect the provisions [New] 
of section 170 (2) [24B (1), portion imiting liability of 
legal representative to extent o{ estate.]: 

D--Other provision.,. ' 
' ' (1) Besides the provisions.1 contai$& in this Chapter, ij· on 197. 
the following are the provisio-,ts of this Act specialty Tele• Lllt .,;:._tht:.r 
vant in respect of firms- · ' [Ne 1 

Seetion 6, clause (2). (.¢ (bJ] relating to .reti+-c:ie:or firms.I ' 

Section 28 (ii) 

Seetiona -,6 & 77 .. 

Section 78 

(10(.sA) part) relating tf ·charge of compensation 
etc. for~ agen~-

[10 (4) (b)) ital_at!ng t!Jiqai:lmia~ibi!ity of __ interellt, 
salary, com1fUUton ""! iem,uneratu:m pai.d to a 
partner. ' 

[ i 
[24 (1) 2nd~· pvt,1 i4 (2) provi,o (c) aiid (d) [:q l2) prOV. 
part] relat" to lOBS ·+r ,a registered firm or an ~ 
unregistered treated u registered. 

(24 (1) 2nd provi90, ~t and 24 (2) provi10 (<:) 
part] relating to loss of~ uruegi$tered firm. 

1. Underlining :f sections in th.c list ba,rot been te, for facility of ~ing. 



Section 79 ( r) 

Section ,~3 

Section r38 clause( 1) 

Section 165 

Section 320 (2) (a) 

Section 321 (2) 
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Clauses 197 • 198 
[114 (2) Prov. (e)) relating to set off of loe.,ca in 
ca,es of change of constitution in a firm. 

(10 (sA) part] relating to computation of tax on 
compensation etc. 

[~_1)] relating to information and 1-ctums by a 

[23 (6)] relating to intimation ofshare,. 

[28 (1) Proviso (d) and 28 (2)1 relating to computa
tion ofpenaJty in the case of Orm., and peralty for 
wrong ;cpponionment of shares. 

~-relating to service of notices in the case of 

(Newly added section in Misc. Chapterl relating: to 
service of noti«s iri the case of dissolved fitms.• 

(2) The list of provisions given in sub-section (1) iB 
for convenience of reference only. 

CHAPTER XVII 
SPECIAL PROVISIONS APPLICABLE TO COMPANIES 

S".etion I~ (1) The following provisions of this Act are specially 
L,,t of Pr?v1• relevant in respect of companies nmnely ' -
S!Orul apphca- ' ' 
ble to comp- Scetion 6 clause (3) [4-A(c)} relating 10 residence of a company; 
anies. 

Section 20 

Section 28 (ii) 

Section 47 (iii) 

Section 85(5) 

Section ,oa 

Soc:tiOD 109 (2) 

(8 Explt1,) 

[10 (5A)} 

~
,,. <•J 

llD prov. 

[15C (5)1 

[56A] 

[15B (1) 
ut prov]. 

relating to deductions in the cruie of a batiking 
company wider the head "I merest on securities".; 

relating to compensation etc., to a managiDJ agent; 

I 
relating to ttansf"' of capital 11111eta to a ,Jibsidia
ry company; 

"'"'""•••-••ppliabilhyof-,ioo:r.f, :::. 
_profits and pint to which section 113 [Rs.A • • 

relating to e.cmption from tu of divi from. 
certain Indian companies; • 

,eJatiDg to aon-applicability of section 109 (r,sB] for 
1uper-tax i.o. relation to companies; 

Sections 113 to 120 (2sA] relating to additional super-tax; 

Section 123 (1) 

Section 126 

Section 139 

(10(5A) relating to computation of tax where total income 
part]• includes cornpemation e1e.; 

[39) 

relating to CQIDputation of tax where total iincoi:iic 
include., ca,>ital gains; 1 

relating to powers of the Income-tax Officer etc. to 
examine rqisteni; 

1,Ptovisiom applicable onl)'. to pal'lnem have not been included. 
•.1 he list of sections hat aOt been tml\tdined, for facility of reading • 

• 

• 
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Clause, 198-201 
•Section 166 (4:) (1gA] rclati11g to ieformation and return regardi11g d.ivi• 

dellds; 

~tion 167 [20] relating to otrtificate1 ia respect of tu on divide
nds; 

Section 203 (18 (3D)] relati11g to clcduction:cf lllper•tax from dividene1a;; 

relating to appeals againsl an order 1111der section. 
113 [23A); 

Section 254 (a) fao (1) 
prov.] 

Section 320 {2)(b) (63] relating 10 aeaivice of notlcm. 

(2) The list of provisions given in sub-section (1) i& 
for convenience of reference only. 

CHAPl'ER XVIII 

COLLECTION AND Jq!:COVERY OF TAX. 

A-Geteral. 

pect of any· incom-e W to be ~e in a Z,.ter assessment year, ction at 
the tax on such income shall :be pa.y.i>le b1f deduction at:. and 

(1) Notwithstanding that the regult.t1' assessment in resi-ion 199. 

source or by advance payment, as the ($Be may be, in accor- me . ce pa.,.. 
dance with the provisions oj thi, Chapter." (N' 1 

(2) Nothing in this sectio-lt. shall ~ju.dice the charge 
of tax on such income under the prOV18tons of section 3(1) 
[3). 

is not made under this Chaptet for d~cting income--tax at pay-
(1) In the case of income in respe<# of which provision ijon 200. 

the time of payment, and m ~ case •here income-tax has C:C 91 not been deducted m accordan4e with '1e provisions of this • 
Chapter, income-tax shall be payable bf the assessee direct. 1 

(2) Save as provided in th~ Cha.pt.-,.; super-tax shall be [s. ts (2)) 
payable by the assessee direct. 

1 B-Deduction at sou.tee. 
(1) Any person responsib .ing any income q 201. 

chargeable under the head " all, at the time of Sal • 
payment, deduct income-tax d su - - • on the amount [s •. 1~ <2>· 
payable at a rate representfn& the av rate of income- mai para] 
tax and average rate of super- . re vely, in force for 
the financial year in which :~~•t iB made, on I 
the estimated ............ income o the under this head , 
for that :financial year. 

(2) Any person responsibl' for ppying any income[• .. ;1a (2B), 
chargeable under the head 'lSalaries1' to a non-resident maiJ para) 
shall, at the time of payment, dbduct .... : ....... tax on the esti- 1 

mated income of the assessee ~ ~d for' ihs jino,n,. 
cia.l year in accordance with pro _ of section 12" 
[aecllon 17(1)]. " . •.. > I• • 

13-1 Law Com.(58. 
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Clauaea 201-203 
[s. 18 (2), (3) ._._ ....... The person responsible for making the pay-
proviso] ment referred to in su.b--section (1) or (2) may, at the time of 

making any deduction, increase or reduce the amount to be 
deducted under this section for the purpose of adjusting any 
excess or deficiency arising out of any previous deduction 
or failure to deduct <4tring the financial year. 

(New] (4) The trustees of a recognised provident fund, or un31 
person authorised by the regulations of the fund to make 
payment ·of accumulated balances due to employees, shall 
in cases where section 297(1) [58G (3)] applies, at the time 
an accumulated bala1t.ce due to an employee is paid,. make 
therefrom the deduction prov~ed for in section 298 [58H]. 

[New] (5) Where any amount stem.ding to the credit of an em-

[1. 18 (2A), 
latter part] 

Section 202, 
Interest on 
.ccuritics. 
[,. 18 (3) 
main para] 

[,. 18 (3A), 
main para] 

ployee in an approved superannuation fu_nd is paid to the 
employee, income-tax on the a.mount so paid shall be deduct
ed by the trustees of the fund to the extent provided in 
section 313 [58S (2)]. 

(6) For the purposes of deduction of tax on sala"l' pa.y
abte in foreign currency, the value in rupees of such Jalary 
shall be calculated at the prescribed rate of exchan~. 

The person responsible for paying any income c)t.arge,. 
able under the head "Interest on securities" shall.. .......... , 
at the time of payment,-

(a) unless otherwise prescribed in the case of any.secu-
rity of the Central Government, ............ deduht in• 
come-tax on the amount of the interest payal,ie at 
the maximum rate : and • 

(b) also deduct S1Lper-tax on such amount, when. paid 
to a non-resi.df?nt-

(i) in the case of a company, at the rate ap~l· able 
to a company which has not made the nge-
ments for deductiot of su.pe-r-ta:c refe to 
in section 203 [18(311>)); 

• I . 

(ii) in the case of any pther person, in accoliance 
with the provisions of section 124(1)(b) ~17(1) 
(b)]. 

~ion 203. The principal officer of an Indian company or a comp1v1f;oo;i>) pany which has made such effective arrangements as, may 
~n Fira 1 • be prescribed for the=uc~ of super-tax from div,· ends 

• shall, at the time of ying- j dividend to a share Ider 
whom the principal 'no reason to believe o be 

' 



22! 
Clauses 203-205 

• resident, deduct super-tax on the amoµnt of such dividend 
;;i.s increased in accordance with the _groVlsions of section 
59 [:iection 16(2) main para, latter part], at the following 
rate1 : 

(i) if the shareholder is a company, at the rate appli
cable to a company which has not made the 
arrangements for deduction of super-tax from 
dividends referred to above; 

(ii) if the shareholder is a person other than a com
pany, in accordance with the provisions of section 
124(1) (b) [Section 17(1) (b)J. 

(1) Any person responsible for paying to a non-resi- Section 204. 
d h bl. d h • Other1ums ent .... ...... any ........... sum c argea e un er t e prov1- [M f 18 sions of this Act, (not being income ckargeable under the pe} '0:!ain 
head "Salaries" or "Intere6t on securities". and not being para) 
a dividend) shall, at the time of payment, unless he is him-
self liable to pay any income-tax and super-tax thereon as 
an agent. deduct on such sum-

(a) income-tax at the maximum rate, and 

(b) super-tax-
(i) in the case of a com?Zny, at the rate applicable 

to a company which has not made the arrange
ments for the deduction of super-tax referred to 
in section 203 [18(3D)]; 

(ii) in the case of any otheT person, in accordance 
with the provisions of section 124(1) (b) [17(1) 
(b)J; 

Provided ........... that nothing in this sub-section shall rs. 18 (3B), 
apply to any payment made in the CO\lrse of transactions ind prov.) 
in respect of which a person responsible for the payment 
is deemed under section 173(1), Proviso [section 43, 
First Proviso] not to be an ag~t of the· payee. 

(2) Where the person responsible for paying any such fs. 18 (3C)] 
sum ........... (other than interest<) to a nan--resident considers 
that the whole of such sum would not be, income chargeable 
in the case of the recipient, ht may aake an aprlication 
to the Income-tax Officer to determine, by genera or spe
cial order, the appropriate proportion ·of such sum so 
chargeable, and upon such determination, tax shall be deduc~ 
ted under sub-section (1) only on tha.i proportion of the 
sum which is so chargeable. 

(1) Where. in the case of "1\ll inc!me in respect of Secti_ctn 205 
which income-tax or super-tax is required to be deducted Certificate. 
at the time of payment at a particular tdte under the pro- ~~r1~:'-u~u~ 
visions of sections 201 ro 204 [Section 18(2B) main para, (Sec ;; (;;; 
Section 18(3) main para, Se~8(3A)w' para, Section '. 
18(3B) mai_p._para or Section 3D) para], the In- Fa7J•~ 
come-,~ OtJicer ~ ~tujied• _ t the . income or ·the ito, <r l] 
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Clauses 205--209 
l'roviao;(~B), total world income of the recipient ;u.stifies the deduction 
h~ pro{~~) of income-tax or supu--tax at any lower rate or no deduction 
;~oviso·] ' of income-tax OT super-tax, the Income-tax Officer shall, on 

' an application made by the assessee in this behalf, give a 
certificate in writing to that effect. 

[,. 18 (2B), (2) .. ..... Where any such certificate is given, the 
prov, part] person responsible for paying the income shall, until such 

certificate is cancelled by the Income-tax Officer, deduct 
income-tax and super-tax at the rates specified in such cer-
tificate ......... .. or de1uct no tax, as the case may be. 

Section 206. All sums deducted in accordance with the provisions of 
·1axd . d~du- sections 201 to 204 [18(2) to 18(3D)] shall, for the parnose 
t.!e !5 lnCO• f . h . b d d-rr-.b me receiv..,d. o computing t e mcome of an assessee, e eeme ,to e 
[S. 18 (4)] income received. 
Section 207. Any deduction made .......... ,..in accordance witp the 
~r~ditf~ uu provisions of sections. 201 to 204 [18(2) to 18(3D)]. ... ; ..... . 
[$ ~8c( 5) shall be treated as a payment of income-tax or super-tflX, M 
m~in par~, the case may be, on behalf of the person from whose ir)Come 
earlier half, the deduction was made, or of the owner of the security or 
part] of the shareholder as the case may be, and credit sh .. 11 be 
[S •. 18 (5) given to him fOT the amount 10 deducted (exclusive oJ any 
ram h p~a, portion of such tax for which he obtains, in acc~ance 
r~tte~n: •;,~- with the provisions of this Act, a refund,) on the prod ction 
p;ov.] of the certificate furnished under section 211 [sub-s tion 

(9) of section 18) .............. , ia the assessment, if any, Jllade 
for the immediately followint: assessment year undet this 
Act: 

[s. 18 (5)wd Provided. . ...... that where such person or owQer or 
prov., pari] share•holder is a person whose income is included Under 

the provisions of section 63 or 64 [clause (c) of sub-sr,tion 
(1) of section 16], section 67 [sub•section (3) of s tion 
16]. section 96 [440] or section 97(44E] in the total 
income of another petson, the payment shall be deenf-ed to 
have been made on.behalf of,•and the credit shall be 1¢-ven 
to, such other person.. _ 

1 

' [s. 18(5), 3rd Provided further that where any security or sh re in 
prov. parr] a company is owned jointly by two or more perso not 

constituting a partnership, credit in respect of t tax 
deducted.. . .. may be givep to each such person the 
same proportion in which tht interest on such secu ty or 
dividend on such share has been included in his total i me. 

Seetion 2o8. Any person deducting an~ sum in accordance wi the 
';:,~

1
Y d0:dfc1~· provisions of sections 201 to 2D4 f18(2) to 18(3D)] sha 1 pay 

ing tax. within the prescribed time, the sum so deducted the 
rs: 18 (6)] credit of the Central ·Government or as the Central oard 

s~ction 209. 

~~re 
to deduct or .. ,. 

of Revenue directs. 

(1) If any such per:son does not deduct or after d♦duct
ing fails to pay the ~ as ~-d by or under sect~· 201 
tn 204 ns (2) to 18_ (3D)] i and in _the. cases s • ed 
ID secllon 203 [Sect n 18( . )f the pnflClj,al • O •tic! 
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Clause, 20&-212 
the company of which he is the principal officer shall, la. 18 (7)] 
without prejudice to any other consequences which he or 
it may incur, be deemed to be an asseasee in default in res-
pect of the tax: 

Provided that no interest shall bt charged .under sec
tion 230 (Section 46 (1)] from such person, principal affecer 
or company unless the Incorrie-tax olli.cer 1s satisfied that 
such person or principat offioer, as the case may be, has 
wilfully failed to deduct and pay the tax. 

(2) Where the tax has not been paid as aforesaid after (New] 
it is deducted, it shall be a fi1'st chargie upon all the assets 
of the person, or the company, as the case may be, referred 
to in sub-section (1 ). 

The power to levy by de4luction under sections 201 
204 [section 18 (2) to (3D)]_ shall be without prejudice 
any other mode of recovery. 

to S~tion_ ,210. 
to ucuon 

on one mo
de lof re,ove
,-y. c~. ,s (8Jl 

Every person deducting income-,tax or super-tax in Sect:_on :i11. 

accordance with the provisions of sections 201 to 204 [Sub- ~dfi~ate foJ 
sections (2), (2B), (3), (3B), (3C), or (3D), of section 18] [:. 1a e(g)t 
shall, at the time of payment pf the sum from which tax 
has been deducted, furnish "lio the p;!fSOn to whom such 
payment is made, a certificate to the tffect that income-tax 
or super-tax has been deducted, _and specifying the amount 
.so deducted, the rate at which the tam< has been deducted, 
and such other particulars as may be: prescribed. 

For the purposes of sections 201 to 211 [All sections in- ~ion :in. 
corporating any part of section 18] and section 166(1) I' on respo
[20A] the expression "person responsible for paying" n~ ble for pa.

means- rs, ia F.:tpl.} 

(i) in the case of payments of ieoome chargeable un
der the head "Salaries" otbtl" than payments by 
the Central Government or lhe Government of a 
State, the employer himself Pt if the employer is 
a company, the company itstlf including the prin
cipal officer thereof; 

(ii) in the case of payments of itl.qome chargeable un
der the head "Interest on , Jfecurities" other than 
payments made by br on ·ijehalf of the Central 
Government or the Gove~ent of a State, the 
local authority or company including the princi
pal officer thereof ; , 

(iii) in the case of payments of am,y other sum char
geable under the P.Td-visions of this Act, not being 
income chargeable· under Die head ''Interest on 
securities", the payfhim~fl or if the payer is 
a company, the corp y i~ including the prin•i 
.cipal officer thereof .. 

' 
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Clauses 213-217 
ieetion ~13. . ........ Where tax is deductible at the source under sec-
d~:cta~~1:;_ tions 201 to 204 [section 18(2), 18(2A), 18(3), 18(::iA), 18(3B), 
nd on as,es- 18(::SC) or 18(3D)], the assessee. shall not be called upon 
see to pay the tax himself unless he has received the income 
[S. ~ {1), 2nd without such deduction. 
j)l'OVl!<)--CX-

tended) . . . . . 
Section n4. The provistons of section 207 [section re: credit for 
S~ving re~ar- tax deducted at source-i.e., parts of s. 18(5)] are without 
dm~ t'h ee- prejudice to those of section 246 [section re: tax d~med 
::n ~itvin to have been paid on dividends-existing s. 18(5), part and 
dividends. S. 49B]. • 
(New] 

C-Advance payment of ta.x. 

Scci:on 215. (1) Tax shall be payable in advance in accor4ance 
Adv~nce 1ax with the provisions of sections 216 tlo 228 [All other sec
ani. m~~med tions embodying any part of section 18A] in the case of 
~~;;; ta~.a • income in respect of which provision is not . made under 
(s iBA (i)(a) sections 201 to 204 [sections embodying section 18(2), 18 
.,;.u, p,ua = (2A), 18(2B). 18(3), 18(3A), 18(3B) and 18(3C)] for deduc
rlier half pa- tion of income-tax at the time of payment and which is 
r1, read w;(h not chargeable under the head "Capital gains". 
S.18A(2)] 

{New] (2} Such income is heteinafter. in this Chapte~ +efer-
red to as "income subject to advance tax", and such ta.:c 
is hereinafter in this Chapter referred to as "adva.nce tax". 

[New] (3) The provisions of this section shall, in relatiOn to 

Section 216 
Condition of 
liability to 
pay advance 
,u. 
[s. 18A (1) 
(a)main para 
earlier half, 
part] 

any dividend which is to be increased under the provi
sions of section 59 [section 16(2), main para, part renard
ing increase of dividends], apply only for the purpost?s of 
supeT-tax. 

Advance tax shall be payable in the financial year-

(a) where the total income of the assessee referrtd to 
in section 217 (a) (i) (16A (1) (a), main para, ear
lier half, part. as embodied in the dl'B.ft sehtion 
relating to "computation of advance tax''] ~-: ..... . 
exceeded the maximum amount not chargea e to 
income-tax in his case by two thousand five , un-
dred rupees, or ' 

(b) where it is payable by virtue of the provi~ of 
section 220(3) [s. 18A(3)]. 

Section 2,' 7• Subject to the provisions of section 215(3), [sub-clause 
~rom:~1~~~~ newly added re: advance tax on "divi~ends] the a~nt of 
tax:. advance tax payable by an assessee tn the financial .year 
[New.] shall be computed as follows:-
[s. 18(1) (a), 
main para, 
earlier half 
pU1..} 

(a) (i) ...... his ~ot inco~ of. the latest previous ~ear 
in respect of hich ,e1 haS been assessed rhaU 
first be aac "-.ed.· , ' , 

, 



• 
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Clauses 217-218 

(ii) 80 much of such total income as consists of income 
which was or could liave bean subject to advance 
tax in that previous i,ear shall next be ascertain
ed; 

(iii) 

(iv) 

(b) 

(c) 

income-tax and super-tax shall then be calculated [s, 18A (i) 
an the last menti011,ed income at the average rate (a}, main 
of income-tax and the averape rate of super-tax para, lauer 
respectively applicable in the financial year to the half, pan.) 
total income determined fM t1'.e said previous year; 

the sum total of income-tax a1td supe-r-tax so calcu
lated shall, subject to the ~isions of clauses (b) 
and {c), be the adva11ee tax payable; 

..... .in cases where under the provisions of section [,. 18A(!} 
124(2), or 124 (3) [section 17(1) ist Proviso], the tax (a), ,mai~ 

payable by the assessee is to be determined with re- J:u'' par:rer 
.ference to his total world inoome, the advance tax ' • 
payable by him shall bear to the total amount of 
income-tax and super-tax which would have been 
payable on his total world income of the said pre-
vious year had it been his total income the same 
proportion as the amount of the income subject to 
advance ta.x which is included therein bears to his 
total world income; 

in cases where an estimate is sent by the assessee (Niw.] 
under section 220(1) or 220(2> [18A(2)] or section 
220(3) [18A(3)], the total i~ovie so estimated 
shall, for the purpose, of callJUlation of tax under 
this section. be substiiuted f01 the tO'Cal income re
ferred to in clauses (a) and (b), and the income 
subject to advance tax so esriniated shall be subs
tituted for the income to be Mcertained under 
item (ii) of clause (a). 

Explanation.-...... If the assess~e is a partner of a.[,.• 18A(1) 
registered firm and an assessment of the firm has been 2nd Prov J 
completed for a previous year later th•n the latest previous 
year for which the assessee's ...... assesf~ent has been com-
pleted, his share in the inc07tl,e of t~ firm shall, for the 
purposes of clauses (a) and (b), be itcluded in his total 
income on the basis of the saii assessmtnt of the firm. 

' (1) Where a person has been pra,iou.sly assessed un-- Se<f':ion 218. 
der this Act or under the Indtnn lncotie-tax Act, 1922, the II or 1922. 
Income-tax Officer may, on or after the 1st day of April =r r by 
in the financial year, by order in writing require him to 10 e-w: 
pay ...... to the credit of the Central Government, advance r. 
tax determined in accordance with t1'e provisions of sec-[•. :A(i) (a} 
tions 215, ?16 and 217 [s. 18A(l) (a) as embodied in other =.,er ':t 
sections]. , part.) 

[29] in pursuance of such er tha _f~hl the i,istal,. <•>• ma.ill 

(2) The notice of dema~i,~ _ vnder sectioft 163 fs.i rSA(~} 

ments in which the advance • iB _ :arule under ,ecd~ • part.J 
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Clauses 218--220 

219 [s. 18A(l), (a) earlier half, part and 1st Proviso and 
section 18A(l) (b), and newly added provision, as embodi
ed in the draft section relating to instalment]. 

c,. iBA(r) (3) ........ .If after the making of an order by the Income 
(a), 3rd tax Officer under this section and 1:-efore the 15th dJly of 
Prov.] February of the financial year·an assessment of the asses

see (or of the registered firm of which he is a partner) is 
completed in respect of a previous year later than that re
ferred to in the order of the Income-tax Offi
cer, the Income-tax Officer may make an amended 
order requiring the assessee to pay in one ins
talment on the specified date, or in equal instalments cm the 
specified dates, if more than one, falling after the d*e of 
the amended order. the advatce tax computed on t~ re
vised basis as reduced by the amo1mt, if any, paid ij:l ac
cordance with the original order; but if the amount ;tlteady 
paid exceeds the advance tax determined on the rell/ised 
basis, the excess shall .be refwided. 

Section :n9. (1) Subject to the provisions of this section and of sec
Ins1alments tion 220[18A(2) and 18A(3)], advance tax shall be paitable 
-of advanc:> in equal instalment., on the 15th 4iay of June, 15th daf of 
,ax. September. 15th day of December and 15th day of Maq:h in 
(s. 18A(!) the financial year: 

(a), mam 
para, earlier 
ha! f, part.] 

1,,.) 18A(1
1
l Provided that. where the previous year of the assessee 

a ' ut Prov. in respect of any source of inc;ome ends after the 3154 day 
of December and before the 30th day of April, ...... th.f ad-
vance tax on that sou7'ce of income shall, subject as !o-re
said, be payable in three equal.' instalments on the 15t day 
of September, the 15th day of December and the 15t day 
of March, respectively. 1 

{s. 18A(1) (2) If the notice of demand issued under sectio 163 
(b).] (29] in pursuance of the ordet under section 218 [se tion 

18A(l) (a), main para~ earlier,.Jialf. part relating to der 
of Income-tax Officer]· is servt after any of the dat on 
which the instalments _specifie therein are payable. the 
advance tax shall be imyable • equal instalments on ach 
of such of those dates ·as fall tfter the date of the se ice 
of the notice of dellland, or in one sum on the 15th d of 
March if the notice is 1erved after the 15th day of De em~ 
ber. 

i 
Section 2:10. (1) If any assessee who is required to pay advanc tax 
Elltima1e by by an order under section 218 [s. 18A sub-section (1) (a), 

.iweuee. main para, earlier half, part re': Order by Income-tax ffi
[S.. 18(2), cer] estimates at any time before the last instalment is due 
:main para.) that his total income or income subject to advance t for 

the period which woul~e th*' vi6us year for the i me
diately following· asse t , is Jess -than the to in-:. 
come on the basis of hich, . income on whieh, 

' 
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C!au,e,220 

Tequired to pay such tax, as the case 'JJ1(ly be, and accord
ingly wishes to pay an amount )ess thail the amount which 
he is so required to pay, he may send to the Income-tax 
·-Officer-

(i) an estimate of the total income for that period, 

1(ii) an estimate of the income subject to advance tax 
for that period, and • 

~iii) an estimate of the advance tax payable by him cal
,_ culated in the manner laid down in section 217 [ s. 

18A(l) (a) main pa.Ta, part as embodied in 
section re: computation of taxl. He shall pay such 
amount as accords with his eslimate in equal ins
talments on such of the dates specified in section 
219 [s. 18A(l) (a) main para, 4arlier half, part as 
embodied in draft section re: in,talments] as have 
not expired or in one ium if oply the last of such 
idates has not expired. 

(2) ...... The assessee may send a revised estimate of {S. 18A(iz), 
'ihe advance tax payable by him bef.ore any one of the dates ~·ro1J 
:specified in section 219 [s. 18A (1) (a)1 main para, earlier 
half, as embodied in draft s'1tion re: instalments] and 
adjust any excess or deficienc)1 in respect of any instal-
ment already oaid in a subseq11ent in~alment or in subse-
.quent instalments.• ' 

, • I . 
• (3) Any person who l)as not pret,foksly been assessed [S. . 18A(3)] 

-under this Act or under the l'ltdian Income-tax Act, 1922, 11 ot 1gizll. 

shall, before the 15th day of ¥arch in each financia1 year, , 
if his total income of the pehod w•ich would be the 
previous year for the immedidtely foU~ing assessment 
year is likely to exceed the ~ximum 'amount not charge
able to income-tax in his case by two! $tousand five hun

,dred rupees, send to the Income-tax Officer-

(i) an estimate of the total income 'pf the said previous 
year; • 

(ii) an estimate of the incClme subpe-ct to advance tax 
of the said previous yet.ir; and • 

1foi) an estimate of the adv4nce tax! • able by him ..... . 
<:alculated in the manaer laid bwn in section 217 
[s. 18A{l) (a) main plra, ear r half, part as em
bodies in section 11e: co gq.tation of tax]. 
and shall pay such amount as ctords with his esti• 
mate, on such of the dates sp tfted in section 219 
(s. 18A(l) (a), main para, earlier half, as embodi-
ed in section pa~~•, w· ent] as have 
not expired, by inst nts i may be revised 
according to sub-se • (2) • • to •· 18..\(2)]. 

. , • I' •t 

' 
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Clauses 220-223 
{New]. (4) Every estimate under this section shall be sent in. 

the prescribed form and verified in the prescribed man
ner. 

Section 22,. Where part of the income subject to advance tax con
Commission sists of any income of the nature of commission which is, 
receipts. receivable periodically and is not received or adjusted by 
[S. t8A(4J.J the payer in the assessee's account before any of the quar-

terly instalments of advance tax become due, he may defer
payment of advance tax on that part of his income to the 
date on which such income would be normally received or 
adjusted, and if he does so he shall communicate to the 
Income-tax Officer the date to which such payment is defer
red: 

Provided that, if the advance tax of which the pay
ment is deferred is not paid within fifteen days of the date· 
on which such income or part thereof is received or adjust
ed by the payer in the assessee's account, the advance tax 
shall be payable with fiour per cent. simple interest per 
annum from the date of such receipt or adjustment to the 
date of payment of the advance tax. 

Section 222. (1) The Central Government shall pay simple in--
In1ercstpaya• terest ........... at four per cent. per annum ............ ot} the· 
bk by Gov- amount by which the aggregate sum of any instalmeqts of 
ernmem. advance tax paid during any financial year in which they are 
(S. 1SA(5), payable under sections 215 to 221 r.All sections embodying 
main para pare] 'any part of section 18A(l), 18A(2), 18A(3) of 18A(4)] exreeds 

• the amount of the tax determined on regular assessm♦nt,. 
from the 1st day 01 April next following the said fincincial 

(S. 18A(s), year to the date o the regular assessment. ........... for; the-
:znd Prov.] assessment year immediately following the said fin¢nciaf 

year.' 
(2) ...... On any portion of such amount which is re,und-

[S. 18A(s), ed under the provisions of seat¥>ns 215 to 221 [sectioq. 18A. 
m Prov.] (1) to (4)] interest shall be payable only up to the date on 

which refund was made. 

5 t' (1) Where in any fiMneial year an ~essee· 
ee 

100 223· has paid advance tax under section 220(1) or 220(2) sub
!~}:rest paf section (2) of s. 18A] or section 220(3) [sub-section 3) of 
anenee. } s. 18A] on the basis of his own estimate, and the adva e tax· 

so pa.id is less than eighty per ~ent. of the tax det • ed 
[s.. i8A(6), on the basis of the regular ~sessment, so far as sue tax 
main para • · f · · and m prov] relates to income sub,ect to vance tax and so ar a 1t lS· 

• not due to variations in the rates of tax made by the Fi ance 
Act enacted for the year for which the, regular asses,jme1nt 
is made, simple interest at the rate of four per cent/ per 
annum from the 1st day of April next following the; said 
financial year up to the date of the said regular assesdment 
shall be payable by the assessee upon the amount by Which: 
the advance tax so paid falls short of the said eighty per 
cent. • 
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Clauses 228-225 

(2) .... Where provisional assessment 
section 145 [23B],-

is made under [1. 18A (6► 
ind Prov.] 

(i) interest shall be calculated in accordance with the 
foregoing provision up to the dat.e on which the tax 
as provisionally assessed is paid, and 

(ii) thereafter interest shall be calculated at the rate 
aforesaid on the amount by which the tax as so 
assessed (in so far as it relates to income subject to 
advance tax) falls short of the said eighty per 
cent. 

(3) .. Where as a result of an order under section 259 [,. 1SA (6), 
[31] or section 272 [33A] or section 161 or 162 [35] or section 3rd Prov.] 
263 [66], or section 269 [66A], .the amount on which inte-
rest was payable under this section has been reduced, the 
interest shall be reduced accordingly and the excess interest 
paid, if any, shall be refunded together with the amount of 
income-tax that is refundable. 

(4) ... In such cases and under such circunistances as may [s. 1sA (6} 
be prescribed. the Income-tax Officer may reduce or waive 5th Ptov.} 
the interest payable by ·the assessee u.ndn this section. 

Where, on making the regular assessment. the Income- Section H4. 
tax Officer finds that any assessee has- Ins•,•~.st pay

a e yanes-
(a) under i;ection 220(1) or 220(2) Cs, 18A(2)] or section~ .:C cue-

220(3), [s. 18A(3)] under estimJ.ied the advance tax fm~t~ef/st
-

payable by him and thereby reduced the amount [s. ,BA (7ll 
payable in any of the flrst three instalments, or . 

(b) under secion 221 [s. 18A(4)] wrongly deferred the 
payment of advance tax on a part of his income, 
he may direct that the assessee shall pay simple 
interest at four per cent.. per annum-

(i) in the case referred to in clause (a), for the period 
during which ,the payment w~ deficient on the 
difference between the amount paid in each such 
instalment and the amount which should have been 
paid having regard to the aggiegate advance tax 
actually paid.. . ... during the year, and 

(ii) in the case referred to in clause (b), for the period 
during which the payment of adt,ance tax was ..... . 
so deferred. 

Explanation.-.. . For the purposes of this section, any in
stalment due before the expiry Qf six months from the com
mencement of the previous ye~ in re!"l)ect of which it is 
to be paid shall be deemed to have becotne due fifteen days 
after the expiry of the said six tnonths. 

(1) Where, on making the regular ~essment, the In- Scctiec H5. 

come-tax Officer finds that no ~ymen,lof advance tax .has late~ "'; 
been made in accordanee wit the p • ions of sectio~ !:ate ::a;_ 
215 t.o 220 [s. IBA(l), 18A(2), I (3)], •.. - calculale4 Int_•·, (8)1 
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Clauns 225-229 
the manner laid down in section 223(1) and 223(2) [s. 18A(6), 
main para, and 1st Proviso and 2nd proyiso] shall be added • 
to the tax as determined on the basis of the regular assess
ment. 

(2) The provisions of section 223(3) [s. 18A(6), 3rd Prov.] 
':-nd of section 223(4) [s. 18A(6), 5th Prov.] shall apply to 
interest payable under this section as they apply to interest 
payable under section 223 [s. 18A(6) ]. 

·5e,:1ion :n6. (1) If any assessee does not pay on the specified date any 
When d as~ instalment of advance tax that he is required to pay under 
~~e,:be ined~ra- section 218 [section 18A(l)] and does not, before the date oti 
ult. which any such instalment 3.5 is not paid becomes d~e, send 
[18A(10)] under section 220(1) or secti0n 220(2) [s. 18A(2)] tn esti

mate or a revised estimate of the advance tax payrble by 
him, he shall be deemed to be an assessee in default1 in res
pect of such instalrrient or instalments. 

(2) If any assessee has sent under section 220(1) or 2~0(2) 
(18A(2)] or section 220(3) [18A(3)] an estimate or a irevised 
estimate of the aiJ.,vance tax payable by him, but dpes not 
pay any instalment in accordance therewith on the Pate or 
dates specified in section 219 [s. 18A(l) (a), main p~a, ear
lier half, part embodied in section re : instalmen ], he 
shall be deemed to be an assessee in default in r ect of 
such instalment or instalments : • 

Provided that the assessee shall not, under sub-sedion (1) 
·or this sub-section, be deemed to be in default in relect of 
any amount of which the payment is deferred under ection 
221 .[s. 18A(4)] until after the date communicated y him 
to the Income-tax Officer under section 221 [s. 18 (4)]. 

tc~on zr.7. Any sum, other than a penalty or interest, paid bj or 
·a~~a~~e ,: recovered from an assessee m pursuance of the pr<:1Visions 
[s. ,BA (n)] of sections 215 to 226 [all sections embodying anyi· art of 
• section 18A(l) to 18A(l0)] shall be treated as a pay ent of 

tax in respect of the income of the period which w uld be 
the previous year for an as~ment for the assessme t year 
next following the Jtnancial year in wtiich it was yable, 
and credit therefor shall be itven to the assessee int regu • 
. lar assessmei:it. 

·Section_ 2z3r Any income chargeable under the head "Capital: gains" :';i,~~10
~~ shall not be taken into account for any of the pu ses of 

"[s. i8A (~2)] sections 215 to 227 .(All other sections embodying a y part 
of section 18A]; anj'.l the e,n.ressions "total incom" and 
"total world income'" occurri~d in any of those sectio s shall 
accordingly be constfued as not including such inco . e. 

&ction zzg. D-Collection and Recovery 
When tax . . . ,_ 
payable and • • 
'Whe'n uses,ee (1) Any amo~speci~ as payable :in a n ice of 
"deemed iil demand under...... tion l [!9]. ..... shaH·tie: Jikid ithin 
,def•uJt_. • the time, at the pla . and . ftle persoh •~ed in the 

' • :. "! 
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Clauses 229-230 
notice ............. , or. if a time i's not so mentioned, then on or [s. 45 mai~ 
before the expiry of a period of forty-five days from the date para, 'part) • 
of the service of the notice. 

(2) Oh an application made by the assessee before the [New) 
expiry of the due date under Bu.b-section (1), the Income-
tax Officer may extend the time for payment or allow pay-
ment by instalments, subject to such <!Omiitions as he may 
think fit to impose in the circumstances of the case. 

(3) If the am.aunt is not pcid within the time limited [s. 45 main. 
under sub-section (1) or e.xte,ided uncier sub-section (2), para,'pan) • 
a~ the _case ma1;1 be, ~t the place and to the person men-
tioned in the said notice, the assessee ......... shall be deeme:1 
to be in default. 

(4) If, in a case where payment by instalments is allow- (Nel-t] 
ed under sub-section (2), the 4Ssess€e commits default .n 
paying any one of the instalntents within the time fixed 
u ~der that sub-section. the asSCssee sluiU be deemed to be 
in default as to the whole of tlte amou'flt then outstanding, 
and the other instalment or insialments ahatl be deemed to 
have been due on the same dat.e as the' iiistalment actually 
in default. 

(5) ........ Whe1:e an assessae has presented an appeal [s. 45, 
under section 254 [30], the Indome-tax Officer may, in his l'rov.J 
discretion, and subject to such conditions as he may think 
fit to impose in the circumstances of the case, treat the as-
sessee as not being in default. in respett of the amount in 
dispute in the appeal, even though tht! time for payment 
has expired, as .long as such ,appeal remains undisposed 
of. 

(6) ........ Where an assessee has be~ assessed in respect[,. ~s, 
o! income arising outside llndia ti· a country the Pt0 '1l 
laws of which prohibit or restrfct the .Q?mittance of money • 
to India, the Income-tax OfficeJ shall nt,t treat the assessee 
as in default in respect of that part of the tax which is due 
in respect of that amount of his income, which, by reason of 
such prohibition or restrictioJJ, cann()t be brought into 
India, and shall continue to that tht'! assessee as not in 
default in respect of such part :of the tllJC: until the prohibi-
tion or restriction is removed. • 

' 

ut-

Explanation.-1FOr the p~s of·l~ section. income [s. ,¥ Expl.J; 
shall be deemed to have been brought; into India if it has 
been utilised or could have b n utilI for the purposes 
of any expenditure actually inturred the assessee with-
out India or if the income, w~ther italised or not, has 
been brought into India in any form. 

(1) When an assessee is in default or is deemed to be Sectf,on 2 30~. 

in default in making a paymellf: of::;a.,1; fishalI, in addition: ijn' ~ 
to the amount oif the arrears, pe . pay, by w,, ~ taa deawa. 

• i , ic•, (dJ.: 

' 
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Clo.met 230-232 

penalty, simple inte~st from the date of default to the date 
of payment at the rate of ten per cent. per annum on the 
amount of arrears. 

(2) If the arrears of tax are paid within three months 
from the due date, the interest. by way of penalty le11ied or 
Leviabie thereon under sub-section (1) shall be remitted. 

(::S) No interest shall be charged under sub-section (1) in 
respect of any period for which the g,ssessee is, by vi7tue of 
any provision of this Act, treated as not in default. 

Smi_on 231. (1) When an assessee is in default or is deemed to be in 
g;Jtificatc to default in making a payment of ta.:r, the Income-tax j)fficer 
ts. ~6g'>T may for"':ar~ to the Collector a--<:"ertificate under his :Signa-

ture specifying the amount of arrears due from the as1essee, 
and the Collector, on receipt of such certificate, 
shall proceed to recover from such assessee the 
amount specified therein by one or more of the modes men
tioned below, in accordance with the procedure laid down 
in the Second Schedule- -

(a) attachment and sale of the assessee's movable pro-
perty; 

(b) attachment and sale of the assessee's immovable 
property; 

(c) arrest of the assessee and his detention in pri.,on; 
( d) appointing a receiver for the management cJj the 

assessee's movable and immovable properties. 
15.46(1),Expl, (2) The Income-tax Officer may issue a certificate 1tnder 
lauelr half sub-section (1) notwithstanding that proceedings for :reco-
part very of the arrears by any other mode have been taij:en. 

Section 232. (1) The Income-tax Officer may fon.vard the cert~ate 
Collector 1_0 referred to in section 281 [ 46(2), main para] to-
whom cen1-
~cate is to be (a) the Collector within whose jurisdiction the as.!4essee 
1N~C:- carries on his bu.sinus, profession or vocatiOn or 
l 1 within whose juTisdic#on the principal place of his 

business, profession or vocation is situ.ate, OT • 

(b) the Collector within whose jurisdiction t'1 a.~
sessee resides or any movable or imm.ovttble, pro-
perty of the as,essee is situate. ' 

(2) If the Collector to whom a certificate is sent bD/ an 
Income-tax Officer is not able to recover the entire anfount 
by sate of the property, movable and immovable, bu( ha~ 
information that the assessee has property in a diitrict 
within the jurisdict~ of a= CoUector, he mai,;nd 
the certificate to such cftheT C 'ctor or to a Collector ·t,i
.in whose jurisdiction !the as, e resides. and th.er pon 

' ' 
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Clau.ses ~2-234 

·that Collector shall proceed to recover tfw amount under this 
Chapter as if the certificate wa. ,ent to· him by the Income-
tax Officer. • 

Explanation.-In this section, "Collector" means a Col
.lector of a district in any part of India, and include& an 
Additional Collector of any fflCh district. 

(1) When the Income-tax Officer sernts a certificate to Sect_lo!' 233. 
,a Collector under section 231 [46(2) main para] it shall not ~~te or 
be open to the assessee to dispute befor• the Coll.ector the and - aw.:'nd
correctness of the assessment,. and 110 objection to the mcnt thereof. 
,certificate on any ground shall be entertained by the Col- [New} 
Jector. 

(2) An assessee objecting to the issite of any certificate, 
,on any ground open to him., other tha1i the correctness of 
the assessment, may apply to the lnoome-tax Officer for 
withdrawal or cancellation of the certific4te, and the In
come-tax OJ]icer shall, after giving the assessee a reasonable 
,opportunity of being heard, pass such orders as he thinks 
fit. 

(3) Notwithstanding the issue of a certificate to a Col
lector, the Income-tax Officer ;hall h~e power to c0rrect 
any clerical or arithmetical mistake ifl the certificate by 
.sending an intimation to the Collector. 

(4) The Income-tax Officer Jhall intimate to the Co.U.ec
tor any orders withdrawing 01' cancelli~g a certificate pass
ed by him under sub-section (2). or any .correction made by 
him under sub-section (3) or af'l.y amendment made under 
section 234(4) [sub-section in newly ad~d section providing 
for amendment of certificate on reduction etc. in any pro
ceeding under the Actl. 

(1) Notwithstanding that a. ce7'Cifi~te has been issued S«:ti~(bn 23f• 
to the Collect01' for the recovery of ~- tax, the Income- ~e,cari::1 . 
tax Officer may grant ttme for the payment of the tax and ationl ·o: 
thereupon the Collector shall sttu the proceedings until the wi~:Ewal ot 
expiry of the ti?ne so granted. f~~tc. 

(2) Where a certificate for the recovery of tax has been 
issued, the Income-tax Offecer lhaU ke4P the Collec~ in
fonned of any tax paid or time ~nted Jdr payment, subse
quent to tJte issue of such certtjicate. 1 • • 

(3) Where the order giving ~e to a. demand of tax for 
which a certificate for recoverif has b~11 issued has been 
reduced in appeal or other proteeding Under this Act but 
is the StLbject-matter of further proceeding, the lnc01Jle-6tax 
Officer shall stay the recovery oJ such P4rt of the amount of 
the certificate as pertains to Jh.e sair,eduction, for the 
period for which t1'e appeal nio ot11er , ding remcim 
pending. -i, ·• ,, ' 

\. 
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Clause, 234--235 

(4) Where a cnti;tcate for the ,-ecovffti of tax ha, been: 
issued and su.bsequentl11 the amount of the ®tsi4Ming, 
demand is reduced a., a result of an appe~l or other pro
ceeding under this Act, the Income-tax 0/fieer shall, when 
the order which was the sµoject•matteT of such .appeal or 
other proceeding ha,: become final and conclusive, «mend" 
the certificate or withdraw it, as the case may be. 

Section !J.5· (1) Notwithstanding the issue a certificate to the Col
~

th
c~ver; lector under section 2::Sl [46(2) main para], the Income-tax 

(s. 1-6 Exp!., Officer may recover the tax 'by any one or more of the
lauer' half modes provided in this section. 
put.] 

(s. 46 (5)] (2) If any assessee is in receipt of any income charge-
able under the head "Salaries", the Income-tax Officer ma:,
require any person paying the same to deduct from any 
payment subsequent to the date of such requisiti$ any 
arrears due from such. assessee, and such person shall com
ply with any such requisitim and shall pay the slltn so 
deducted to the credit of the Central Government, ·or as. 
the Central Board of Revenue directs. 

5 of 1go8. 

Salary exempt from attachment in execution of a 
decree of a civil court under ,ection 60 of the Code o~ Civit 
Procedure. 1908, shall be exempt from any requisition1made-
under this sub-section. ! 

[s. 46 (.0), (3) (i) The Income-tax Officer may, at any time o from 
1st para, time to time, by notice in writing.. . ... , require any rson 
part.] from whom money is due or may become due to t e as

sessee or any person who holds or may subsequent! hold 
money for or on account of the assessee, to pay to t e In-
come-tax Officer eithtr forthwith upon the money om-
ing due or being held or at or within the time speci in 
the notice (not being before the money becomes due or is 
held) so much of the money as is sufficient to pay the 
amount due by the aasessee in "respect of arrears ............. or 
the whole of the money when it is equal to or Iessi than 
that amount. ~-

[,. 4-6 (.0), (ii) A copy of the notice sli.all -be forwarded to as;. 
ut - para, sessee at his last address known to the Income-tax cer. 
part.) 
[s. 40 (sAJ, (iii) Where a per4on to wlhom a notice under th" sub--
6th para.] section is sent objects to it OJJ. the ground that t SUl1l 

demanded or any pat1 thereo~ is not due to the """""~ or 
that he does not hold any IDCfDt?Y for or on acCWllt the
assessee, then, nothing contalhed in this sub--section shall 
be deemed to require such oe,:aon to pay any suc sum 
or _part thereof, as the case mdy be ......... , if the Inc -ta.-r 
O[ficer is satisfied ab~ the c()trectness of such obje 

(s. 46 (sA), (iv) The Income-tax Officer may at any time or: from 
:md para.] time to time amend ~evo~ qny notice- issued=; thi.s-

sub-,edion or extend tiJntt tor makiJ:lg my •P \ in 
pursuance of BUCh no • oe. • ' • 

I 
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Clauses 235-238 

(v) Thfi! 11!-come-t~ O[fice1" shall 9'":1nt ~ receipt for any rs. 4,6 (sA),: 
amount paid in compliance w.tth a notice issued under this 3rd para} 
sub-section, 12nd the person so paying shall be· fully dis-
charged from his liability to .the assetsee to the extent of 
the amount so paid. 

(vi) Any person dischargiqg any lii.bility to the assessee [s. 46 (,SA),· 
after receipt of a notice under this suli-section shall be per- 4th para) 
sonally liable to the.Income-t.µc Officer to the extent of his 
own liability to the assessee so discharged or to the extent 
of the assesee's liability. .far tax, i1tterest and penalties, 
whichever is less. 

(vii) If the person to whom a notice under this sub- [s.-46 (5A), 
section is sent fails to make payment in pursuance thereof 5th para.) 
to the Income-tax Officer, further proctedings may be taken 
against him for the realisation of the·lamount as if it were 
an arrear of tax due from him, in the manner provided in 
sections 231 to 234 [S. 46(2)], and the notice shall have the 
same effect as an attachment .of a debt by the Collector in 
exercise of his powers under section 231 [46(2)]. 

(4) The Income-tax Officer may 0-pply to the court ir~ (New} 
whose custody there is money belonging to the assessee for 
payment to him of the entire amount :of such rrwney, or, 
if it is more than the tax due, an amount sufficient to dis
charge the tax. 

(5) The Income-tax Officer may, if so authorised by {s.,46(3) and 
the Commissioner, proceed to recover the tax by distraint (4)] 
and sale of the movable prc,pe-rty of the assessee in the. 
manner laid in the Third Schedule. , . ' ' 

I{ the recovery of tax in any area ·has been entrusted tom• ion 236. 
a State Government under article ·258(1) of the Constitu- R vhS 
tion, the State Government may direct with respect to that- th ~m::r 
area or any part thereof, that tax shall be recovered there- r 6 (6J.l 
in with, and as an addition to, any municipal tax or local '·; 4 

rate, by the same person and in the same manner as the 
municipal tax or local rate is recovered 

For the purposes of secti~n 231 [16(2)], the expression ti0n 237. 
"Collector'' shall include a Q:)llector ql Pakistan, and the R _ very_ . 
Income-tax Officer may forward a e:e:rtificate under that t ~r r 
section to a Collector in Pakistan fhrough the Central p •5tan. 

0 

Board of Revenue of -Pakistan, if the ·asses~ee has Property [s. 4,6(S)} 
in the district of that Collector. r 

Where a Collector in India receives through the Central Settion 238f 
Board of Revenue of India a certificat,! under the.signature ~.t:':~~ 
of an Income-tax Officer in Pakistan, the Collector shalJ [ • 6 ( )1 • 
proceed to recover the amount specified therein in the ''. 4 9 

manner in which he would proceed to recover the amount 
specified in a certificate received from an Income-tax Officer 
in India, and shall remit an~y sum :;iecovered by him to 
the Income-tax Officer in Pa istan, r deducting1 tns ex-
penses in connection with t reco • • proceeding!I. • ' • 

16-1 Law Com./58 •1 
• • 
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Clauses 239-241 

Section 239- The p~ovisions of sections 237 and 238 [Section 46(8) 
C.Ondition for and (9)] shall remain in force only so long as there are in 
~!%:rr.:in for~e similar provisions in the 11:idi~n Income-tax Act, 1922, 
Pakistari or as tn force as part of the law of Pakistan or under any other 
of Pakistan similar Act forming part of the law of Pakistan for the 
tax in India. recovery of tax by a Collector in Paksitan on receipt of a 
(s. 46 (10)] certificate from an Income-tax Officer in India. 

Sec1ion 240. Any sum imposed by way of penalty under the provi
~c:i~f~ of sions of section 282 [Sub-section (9) of section 18Al, sec
interest 'and tion 281 [Sub-section (2) of 25], section 280 [Section 28], 
other sums. or section 279 [Sub-section •(6) of Section 44E], or payable 
{s. 41) under section 230 [Sub-section (1) of section 46], and any 

Section 241. 
l'ax Clear• 
ance Ceni
fica1e. 
[,. 46A (1)] 

15 of 1940 
:u of 1947 
! ( &f I 9:;12 I 

interest payable under the provisions of sections 221, 223, 
224 and 225 [Sub-section (4), (6), (7) or (8) of section 18A] 
and any otheT sum payable under the provisions of this 
Act, shall be recoverable in the manner provided in this 
Chapter for the recovery of arrear of tax. 

(1) Subject to such exceptions as may be made by the 
Central Government, no person who is not domiciled in 
India, or who, even if domiciled in India at the time of 
his departure, has, in the opinion of an Income-tax autho
rity, no intention of returning to India, shall leave the terri
tory of India by land, sea or air unless he first obtains from 
such authority as may b.e appointed by the Central Gov
ernment in this behalf (hereinafter in the section referred 
to as the "competent authority") a certificate stating that 
he has no liabilities under this Act, the Excess Profits Tax 
Act, 1940, or the Business Profits Tax Act, 1947, or the 
Indian Income-tax Act, 1922, or that satisfactory arrange
ments have 'been made for the payment of all or any of 
such taxes which are or, may become payable by that per-
son: 

Provided that if the competent ·authority is satisfied that 
such person intends to. return to India, he may issue an 
exemption certificate either in respect of a single joumey 
or in respect of all journeys to· be undertaken by that per
son within such period as may be specified in the certificate. 

{s. 46A (2), (2) If the owner or charterer of any ship or aircraft 
main para] carrying persons from any place in the te~ritory of India 

to any place outside India allows any person to whom sub
section (1) applies, to travel by such ship or aircraft witl1out 
first satisfying himself that such person is in possession of 
a certificate as required by that sub-section, he shall be 
personally liable to pay the whole or any part of the amount 
of tax, if any, payable by such person as the Income-tax 
Officer may, having regard to the circumstances of the 
case, determine. 

[s. 46A (3)] (3) In respect of any sum payable by the owner or 
charterer of" any ship or aircrai\ .under sub-section (2), Lthe 
owner or charterer, as the case ~ay be, shall be deeinef' to 

i , .. I 
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Clauses 241-242 

be an assessee in default for ,uch sum, and such sum shall 
be Tecoverable from him in the manner provided in sections 
230 to 240 [all sections, including sec: for interest, relat
ing to recovery] as if it were an arrear of tax. 

(4) The owner or charterer of every ship or aircraft, [New) 
11.)hich takes passengers on board on any port or place in 
India for any place outside India, shall, within one month 
from the departure· of the ship or the aircra~ from that port 
or place, furnish to the Commissioner having jurisdiction 
over the area in which that port; or place is situated, a list 
in the prescribed form showing the name and last known 
address in India of every person ( other than members of 
the crew and the staff of the ship ,or aircraft) who travelled 
on the ship or aircraft and the particutars of the certificate 
or the exemption certificate presented by such person under 
this section. 

(5) No proceedings shall be commenced for enforcing [New] 
the liability under sub-section (2) after the expiry of two 
years from the date on which the list required to be filed 
under sub-section (4) is filed. 

(6) The Central Government may make rules for regu- {9. 46A (4)) 
lating any matter necessary for, or incidental to, the pur-
pose of carrying out the provisions of this section. 

Explanation.-,For the purposes of this section, the ex- [s. 4..6A (2), 
press1ons "owner" and "charterer" include any represen- Expl.J 
tative, agent or employee empowered by the owner or 
-charterer to allow persons to travel by the ship or aircraft. 

Save in accordance with the provisions of section 183 Section 242. 
{Section 42(1)] or 229(6) [second proviso to section 45], Period for 

·-and except as otherwise provided in section 241(5) [new cotin:acncing 
sub-section in section 46A, laying down a limit of 2 years], 1~ 

no proceedings for the recovery of any sum payable under P mgs. 
this Act shall be commenced after the expiration of one ~46 ~~] 
year from the last day of the financial year in which the n 
demand is made, or, in the case of a person who is deemed 
,to be an assessee in default under any p11ovision of this 
Act, after the expiration of one year from the last day of 
the financial year in which tM Income-tax Officer sends an 
intimation in writing to such person to the effect that he W 
deemed to be an assessee in default: 

Provided that the period of one year . 
to above shall be r:eckoned-

. . . .... . .. . . referred r,. 4-6 (7) 1st 

"""•I 
(i) where an assessee has been treated as not being 

in default under section 229(5) [Sec. 45, 1st proviso} 
as long as his appeal iJ_undis~~ of, ............ from 
tht? last day of the fi7fncial r in which the ap-
peal is disposed of; . , • 

! 
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Clauses 242-245 

where recovery proceedings in any case have been 
stayed by any order of a court, ............ frorri the 
last day of the financial year in which the order is 
withdrawn; 

(iii) where the date of payment of tax has been extend
ed by an In.come-ta:x authority to anotheT date, 
from the last (iay 1of the financial year in which 
such other date falls; 

(iv J where the sum payable is allowed to be paid by 
instalments, from the la.st day of the financial year 
in which the last of such instalments is due. 

{s. 46 (7), Explanation.-A proceeding for the recovery of any 
Exp!., earlier sum shall be deemed to have commenced within the np.ean
half] ing of this section, if some aati.<on is taken to recovet the 

Section 243. 
Recovery by 
sui1 or under 
other law 

(s. 46 Exp!. 
latter half, 
panj 

whole or any part of the sum within the period herein
before referred to 

The several modes of recovery specified in this Chap
ter shall not affect in any way-

(a) any other law for the time being in force rel.Jiting 
to the recovery of debts due to Government .•.. 

. ; or 

(b) the right of the Government, to institute a sutt for 
the recovery of the arrears due from the assessee; 

and it shali be lawful for the Income-tax Officer 
or the Government, as the case may be, to have rec!)urse 
to any such law or suit notwithstanding that the tax due 
is being recovered from the assessee by any ............ mode 
specified in this Chapter. 

E-Tax payable under provisional assessment. 

Section 244. For the avoidance of doubt, it is hereby declared that 
Recovery of the provisions of section 229, [all sections embodyin1 any 
iax payable part_ of section 45] except sec~iop 229(5) [~5, 1st Prov. , and 
~nd.,r p1·ovi- sectwns 230 to 239 [all sections embodying any pa of 
siona\ a.,sess• section 46] apply in relation to any tax payable in Hllrsu
ment. ance of a provisional assessment made under sections 145(1) 
(s. 238 (5)] and 145(2), [s. 23B(1)] as if it were a regular asses!$m.ent 

made under section 147 or 148 [23(1) to (5)]. • • 

Section 245_ Tax paid or deemed to have been paid under settio!)S 
T "d b 201 to. 213 (all sections embodying any part of section 
d~f1i~n 0~ 18] or sections 215 to 228 [all sections embodying any part 
advance pay• of section 18A] in reapect of any income provisionally as
mcnt. sessed under sectiOI_l&f 145(1) ,ap.d 145(2) Lsection 23t(l)], 
[s. 23B (6)1 shall be deemed to ruf.'e beenlpa.id towards the prov· ional 

assessment. j ; • 
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Clau.ae 246 

CHAP'l'.ER XIX 

TAX DEEMED TO HAVE BEEN PAID ON DIVIDENDS Section 
246• 

Tax deemed 
to have been 

(1) Any sum by which a dividend has been riion divi-
increased under section 59 [section Ui(2), main para, latter [ en •8 ( ) 
h_alf] shaU be treated as a payment of income-tax {e.xclu- ~in 1 pari, 
sive of super-tax).. by the shareholder ; earlier half, 
and credit shall be given to him therefor on the produc- part] 
tion of the certificate furnished under section 167 [20], [s. 18 (5), 
in the assessment. if any, made for the assessment year main para 
referred to in clause (b) of S1Lb-section (2) • latter half ' paN) 

Provided that, where s11teh shareholder is a person [s. 18 (5) 
whose income is included U1'1,der the' provisions of section :lad)Pr01,iso, 
63 or 64 [clause (c) of sub-section (1) of section 16], section J)Ut 

67 fS. 16(3)), section 96 [440] or section 97 [44E] in the 
total income of another person, the pa.ym.ent shall be deem• 
ed to have been made by, and the credit shall be given to, 
such other person : 

Provided further that where any share in a company is ~~18 ~~tjrd 

owned jointly by two or more persons not constituting a v. • 

partnership, the credit ............ may be given to each sueh 
person in the same proportion in which the ............ divi• 
<lend on such share has been included in his total income: 

Provided further that where any share in a company is (New] 
owned by two or more persons constituting a partnership 
and the firm is a registered firm. or an unregistered 
firm assessed under the provisions oJ section 190(b) [23(5) 
(b)], the credit may be given to ea~h such person in the 
P'.oportion in which the profits of the firm are shared by 
him. 

·(2) The provisions of sub•section (1) shall not apply 
unless the foUowing conditions are _fulfilled :-

(a) ........ the company ......... is assessed to income.tax [~ 4,gB (1), 
in India or elsewhere; and Pftt) 

(b) . the dividend i$ included in the total income 
of the shareholder or other person to whom credit 
is to be given, as assessed for the assessment year 
immediately following the previous year of which 
the dividend is deemed to be the income. 

(3) For the purposes of sub•section (1), income-tax [s. 4gB(2)] 
shall be deemed to include a~ricultural income-.tax as---
sessed on a company by any State Government. and where 
any shareholder proves that the company has been so as• 
sessed to agricultural income-fax. he shall be entitled to 
the reduction from the tax Wyable 1h11 him under this ¾t 
of a sum equal to- I I ' 



Section 247. 
Refunds 
[s. 48 (1)] 
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Clauses. 246-249 

(a) the appropriate agricultural income-tax (reduced 
by the amount of refund, if any, allowed to him by 
the State Government), or 

(b) the appropriate Indian Income-tax on the amount 
of the dividend which has not been increased ii.nder 
section 59, [Section 16(2), main para, latter half] 

whichever is the less. 

Explanation.-In this sub-section,-
(a) "appropriate agricultural income-tax" means such 

proportion of the agricultural income-tax as the 
amount of dividend which has not been increased 
under section 59 [S. 16(2), main para, latter half) 
bears to the total profits of the company assessed 
to agricultural income-tax; and 

(b) ''appropriate Indian Income-tax" means such pro-
portion of the income-tax payable by the share
holder under this Act as the amount of dividend 
which has not been increased Under section 59 [$. 
16(2) main para, latter half] bears to the total in
come of the shareholder. 

CHAPTER XX 

REFUNDS 

If c;ny person . . satisfies the Income-tax Officer 

.,,, ....................... . 
that the amount of tax paid by him or on his behalf or 
treated as paid by him or on his behalf for any assesS1nent 
year exceeds the amount with which he is properly charge
able under this Act. for that year. he shall be entitled' to a 
refund of the excess. 

Section 248 
P 1• (1) Where income of one person 1s included under any 
t!;~s~~ c~:;~ provision of this Act in the total income of any Other 
.-.:fund in c<>r• person, thf' latter alone shall be entitled to a refund uhder 
tain special this Chapter in respect of such income. 
cases. 
[s. ,t-8 (3)) 

[s. 49 FJ 

Section 249. 

(2) Where through death, incapacity, bankruptcy, liqUl-
dation or other cause, a person ............... is unable to claim 
or receive any refund du.e to him, his executor, admini;;tra~ 
tor or other legal representative, or the trustee or guardian 
or receiver, as the case may be, shall be entitled to claim 
or receiv~ such refund.. . ..... for the benefit of such per
son or hi$ estate. 

Form of 
claim for (1) Every claim for refund under thi.,; Chapter shall be 
refund and made in the ·prescribed form and verified in the prescrjbed 
limitation. manner. ' 
(New] 
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Clauses 249-254 

(2) No such claim ..................... shall be allowed, un• [Cf, Rules 
less it is made within four years from the last day of the 36,3?). 
assessment year in which the incomt in respect of which [9, ~ 0 

the claim is made was assessablft main para.] 

Where, as a result of an11 order passed in appeal or Section 250 
other proceeding under this Act, refund of ariy amount be- Refunt on 
comes due to the assessee, the Income-tax Officer shall, appca etc. 
except as othen.vise provided in thi~ Act, refund the amount [s. 48 (:t)] 
without any application by the assesiee. 

In a claim under this Chapter, it shall not be open to Soction 251 
the assessee to question the con-ectneis of any assessment <=;.orrectncss 

o~ other matter decided which h~s become final and conclu- ~at ~me: 
s1ve ............... or ask for a review aj the same. and the Qµestioncd. 
assessee shall not be entitled to any relief on such claim {s. 48 (4)J 
except refund of ta.x wrongly paid or paid in excess. 

If, within a period of three months from the date on Section 252 
which a claim for refund is made under this Chapter, the Interest. 
Income-ta.x Officer does not pass an order thereon, th~ Cen- [NewJ 
tral Government shall pay the claimant simple interest at 
the rate of two per cent. per annum on the amount directed 
to be refunded from the date on which the claim is made 
to the date of the order directing the refund. 

Where under any of the provisions of this Act, a re- Section 253 fund is found to be due to ~y person, the income-tax Set off 
Officer, Appellate Assistant Commissioner or Commis- of . refunds 
sioner, as the case may be, may, jn lieu of payment of the a111uf11!1 . tax 
refund, set off the amount to be refunded or any part of =i::1;. in g 
that amount, against the tax, interest or penalty, if any, h 

9 
E] 

remaining payable by the person to whom the refund is du.- ' 4 

after giving an intimation in writing to such person of the 
action proposed to be taken under this section. 

CHAPTER XXI 
APPEALS AND REVISION 

A. Appeals to the Appellate Assistant Commissioner. 
Any assessee aggrieved by any of the foUowing orders 

of an Income-tax Officer may appeal to the Appellate AssiS
tant Commissioner against such order-

( ) d • t t•- b . Scl::tion 254. a an or er agains •OG assess«?, emg a c.ompany, Appeal able 
under section 113 [23A(l) main • para, operative onfera. 
part]; [s, 30 (1), 

(b) an order of assessment under section 147 or 148 main para]l 
[sections 23(1) to (5)), ........... where the as-
sessee objects to the amount of income assessed, 
or to the amount of tax determined, or to ihe 
amount of loss computed, <Yr to the status under 
which he is assessed; 

1A. the seetion ha, been broken up into n~_eJ~ clauses, reference tor:· ting pro--
~sfon bu not been given for each cl•~• and.~ verbal change, have not iWi-
c,,ed. . 



242 

Clause 254 

(c)·an order under section 151 f27] refusing to 
reopen an assessment made under section 148 
(23(4) main para, part authorising best judgment 
assessment); 

(d) an order under section 161 or 162 [section· 35], 
where the assessee objects to the amendment made 
or refused thereundf:r; 

(e) an order adverse to the assessee, where the assessee 
denies his liability to be assessed under this Act.; 

(f) an order under_ section 180(2) or 180(3) [section 
26(2) Proviso]j 

(g) arf order under section 181 [25A]; 

(h) an order refusing to register a firm under section 
192(I)(b) (section in the Chapter on Firms relating 
to refusal of registration because there was no 
genuine firm in existence in the previous year] or 
under section 192(6) [section 23(4) main para, 
latter part relating to refusal to register a fir:m 
because of failure to file return etc. leading to best 
judgment assessment]; 

(i) an order cancelling the registration of a firm under 
section 19::S(l) [section in the Chapter on Firm, au
thorising cancellation ~f registration because there 
was no genuine firm] or under section 193(2) [sec
tion in the Chapter on Firms corresponding to 
section 23(4), main para, part. authorising .can
cellation on such failure. as leads to best judgment 
assessment J; 

(j) an order [evying intere8t under section 224[18A(7)]; 

(k) an order under section 229(5) [s. 45, 1st Prov.]; 

{l) an order under section -233(2) [new section re : 
withdrawal of certificate]; 

(m) an order under section 247 (48(1)); 

( n) an order imposing penalty under-

( i) section 279 [44E(6)], or 

(ii) section 280 [28(1) ~ (2)). or 

(iii) section 281 [25(2), latter part], or 

(iv) section 282 ~8A(9)l,1 
·I 



243 

Clauses 254-258 

Explanation.-For the pu~oses of cJause (b) an OOjec- , 
tion. to any interest charged under section 223 [18A(6)] or 
section 225 [18A(8)] shall be treated ~ an objection to the 
amount of income assessed. 

. . . . Where the partners of a firm are individually s~ction 2 55. 
assessable on their shares in the total income of the firm, Appeal by 
any such partner may appeal to the Appellate Assistant partner. 
Commissioner against any order of an Income-tax Officer [s. 3o (1) 
determining the amount of the total income or the loss of 2nd Prov.] 
the firm or the apportionment thereof between the several 
partners, but he cannot agitate such matters.. .in 
uny appeal preferred against an order of assessment deter-
mining his own total income or loss. 

Any person having in accordance with the provisions of Section 256. 
section 208 [uh-section (6) of section 18] read with Appeal by 
section 208 [sub-section (6) of section 18] deducted and ~'°Tia!ilii; 
paid tax in respect of any sum chargeable under this Act to deduct 
other than interest. who deniet, his liability to make such 1ax. 
deduction may appeal to the Aopellate Assistant C0mmis- fs. 

30 
(iA)} 

sioner to be declared not liable to make such Beduction. 

(1) The appeal shall be in the prescribed form and shall Section 257. 
be verified in the orescribed manner. Form of ap-

- pea!. and 
limi~tion. 

(2) The appeal shall ordinarily be presented within (s. 30 (3)] 
thirty days of the following date, that is to say,- trii3° (ll), 

I al where the appeal relates to any tax deducted under 
section 204(1) [18(3B)], the daa? of payment of the 4 tax, or 

(b) •11here the apveat relates i:.:o any assessment. interest 
or penalty, the date of receipt of the notice of de
mand relating to the 11-Ssessment. interest or pen
alty, or 

(c) in any other case, the date on which intimation of 
the order sought to be appeale4 against is received 

(3) . . . The Appellate Assistant Commissioner may (s. ,· o (1), 
admit an appeal after the expiration cilf. the said period if part 
he is satisfied that the appellant haQ, sufficient cause for 
not presenting it within that period. 

(1) The Appellate Assistarit Commissioner shall fix a ~ectiod 2~

<lay_ and place for the hearing of the appeal, and shall give a;~,~re m 
notice of the same to the appellant and to the Income-tax [ ( ) 
Officer against whose order the appeal is preferred. e-~rlic~

1
pa,:J' 

(,,2) The following shaU have the right to be heard at [s. 31 (3) 
the hearing of the appeal- ,· , . ,md frov.) 

(a) the appella1_1.t either in~person fr. by an authorised_ 
representative; , 
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Clauses 258-259 

(b) the Income-tax Officer, either in person or by a 
representative. 

fs· 31 (1), (3) The Appellate Assistant Commissioner shall have-
atter part] the power .............. to adjourn the hearing of the appeal" 

from time to tim.e. 

[XewJ 

[s. 31 (5)] 

(4) The Appellate Assistant Commissioner may, before· 
disposing of any appeal, make such further inquiry as he 
thinks fit, or may direct the Income-tax Officer to make fur
ther enquiry and report the result of the same to the Ap
pellate Assistant Com.missioner. 

(5) The Appellate Assistant Commissioner may, at the
hearing of an appeal, allow the appellant to go into any
ground of appeal not specified in the grounds of apoeal, if 
the Appellate Assistant Commissioner is satisfied that the, 
omission of that ground from the form of appeal was not 
wilful or unreasonable. 

( 6) The order of the Appellate Assistant Commissioner 
disposing of the appeal shall be in writing and shall state 
the points for determination, the decision thereon and the
reasons for the decision, and the relief, if any, to which the 
appellant is entitled. 

(7) On the disposal of the appeal, the Appellate Assis-
tant Commissioner shall. . ......... communicate the order 
passed by him to the assessee and to the Commissioner. 

Section 259. (1) In disposing of an appeal, the Appellate Assistant 
Powns of the Commissioner shall have the following powers-
Appellate As- . . 
sistant Com- (a) m an appeal against an order of assessment, he may 
missioner. confirm, reduce, enhance or annul the assessment ; 
[s. 31 (3), op- or he may set aside the assessment and refer 
ening Jines] 0/fu: 
[ ( I the case back to the Income-tax er for maki11n s. 31 3 , --~ 
mam para, a fresh assessment in accordance with the directions 
CJ. {a)] given by the Appellate Assistant Commissioner 
[s. 3i(3), and after making such further enquiry as may be-
Ct7b){ara, necessary, and the Income-tax Officer shall there

upon proceed to make such fresh assessment and 
determine, where necessary, the amount of tax 
payable on the basis of such fresh assessmemt; 

[s. 
main para, 
C!. (f)] 

[s. 31(3), 
main para, 
Cl, {c), (d), 
{e), (g) and 

(b) in an appea1.. against an order imposing a penalty, 
he may confirm or cancel such order or vary it so 
as either to enhance or to reduce the penalty; 

(c) in any other case, he may pass such orders in the
appeal as he thinks fit. 

f~)] (
3
) t (2) .......... The Appellate Assistant .Commissioner•shall 

hlv1
.], ' u not enhance an assessment Or a penalty unless the aprsllant 

has had a reasonable opportunity of showing cause gainst 
such enhancement. , 
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Clauses 259-261 

Explanation.-ln disposing of an appeal, the Appellate [New] 
Assistant Commissioner may consider and decide any mat-
ter determined by the Income-tax Officer in the course of 
the pr.oceedings in which the order aj::>pealed against was 
passed, notwithstanding that such matter was not raised 
before the Appellate Assistant Commissioner by the appel. 
lant. 

B-Appeals to the High Court. 

(1) Subject to the provisions of sub-section (3), any Section ~6o. 
assessee aggrieved by any of the following orders may Appeala b I e· 
appeal to the High Court. . . ........ against such order- orders. 

[s. 33(1), 
(a) an order passed by an Appellate Assistant Commis- ~) 

33
(i),_ 

sioner under section ............ 280 ............ [28(1) and ;~rt] 
(2)) ; • 

(b) an order passed by an Appellate Assistant Com.mis- [s. 33(1),. 
sioner under section 259 [31(3) embodied in sec- part] 
tion dealing with powers of Appellate Assistant 
Commissioner]; 

(c) any order passed by the Appellate Assistant Com- [New] 
-missioner rejecting or dismissing an appeal without 
a decision on the merits; 

(d) ... an order passed by the Commissioner under (s. 338(3),. 
section 271(1) [S. 33B(l)]. part] 

(2) Subject to the provisions of sub-section (3), the [s. 33(2), ear-. 
Commissioner may, if he objects to any order paS$ed by an lier part) 
Appellate Assistant Commissioner under section 259 [31 
(3) as embodied in section for powers of Appellate Assis-
tant Commissioner], appeaf to the High Court against such 
order. 

(3) Wliere the amount or value of the subject !]Ultter [NewJ 
in dispute in appeal to the High Court is rupees seven 
thousand five hundred ,or more, an appeal shall lie under 
this section both on a question of fact and on a question 
of law: but where the am.cunt. or value of the subject mat-
ter in dispute in such appeal is below rupees seven thousand 
five hundred, the appeal shall lie only on a question of 
law. • 

(1) The appeal to the High Court shall be filed within Section :i6r· 
sixty days of the date on which the order sought to be Limitation. 
appealed against is communicated to the assessee or to the (s. 33(1). 
Commissioner, as the case may be. pan,•· 33(:z), 

latter. pan,. 
,. 33"(3), 
part a,id s.66 
(1) main 
para, part] 

• (2) The High Court may admit __ an appeal after the ex- [s. _._;ts(,iAJ 
piry of the sixty days referred to in -.it>--section (1) if it &11d(ar(7AJ► 
is satisfied that there was sufficient ea~ for not presenting • 
tt within that period. • • 'i 
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Clauses 2:62-268 

Section 262. The appeal to the High Court shall be in such form 
Fo~ ( of 1t) and shall be verified in such manner as may be pre$:ribed 
~d • t 31}B by the Supreme Court by rules made under this Chapter. 
(4), part] 
Section ,;;63. Subject to such rules as may be made by the Supreme 
Powers and Court in this behalf, the powers to be exercised and the 
froectlu~6( 1 procedure to be followed by the High Court in respect of 
p~rc] 5·' appeals under this Chapter shall be the same as those appli-

cable in respect of appeals to the High Court against the 
original decrees of courts subordinate to it. 

Section 264. (1) .. ...... The appeal shall be heard by a Bench of not 
Hearin,g by less than two Judges of the High Court and shall be decid
Bench. ed in accordance with the opinion of such Judges or '>f 
[s •. 66A(i), the mai·ority if any of such Judges. . 
main para] ' ' 

[~. 6M(1) (2) ... Where there is no such majority, the Judges 
Prov.J shall state the point ............ upon which they differ, and the 

case shall then be heard upon that point only by one or 
more of the other Judges of the High Court, and such 
'point shall be decided accordin~ ·to the opinion of the· 
majority of the Judl{es who have heard the case, including 
thosf' who first heard it. 

&c•ion _265. A copy of the judgment of the High Court shall be 
C.::omm~n•r:- sent to the Commissioner. to the Appellate Assistant Com
i~0

~p~af~ er missioner and to the assessee; and the Commissiontr s~all 
[s. 66(5), cause such steps to be taketi as may be necessary to gwe 
part] effect the'feto. 

Section 266. . The costs of the appeal shall be in the discre-
Costs. tion of the High Court. 
[,. 66(6)] 
Section 267. (1) Notwithstanding that an appeai has been p~ferred 
Rcfun~ cons- under this Chapter to the High Court, the refund, if any, 
"'qucntml 00 due to the assessee shall be made, unless the High Court 
[~~j • makes an .order authorising the postponement of the pay-

e •ment of the refund until disposal of the appeal. 

[s. 66(71, (2) If, as a result of the appeal to the High Cot,trt, the 
P10\·iso.] amount of an assessment is reduced ............. the amount 

over-paid shall be refunded with such interest as tte ffioh 
Court may fi.r_. unless the Sigh Court, on intimatioh given 
by the Commissioner within thirty days of the ret:eipt of 
the result of such appeal that he intends to ask for leave 
to appeal to the Supreme Co-w-t, makes an order autli,orisin~ 
the Commissioner to postpone 1payment of such! refund 
until the disposal of the appeal by the Supreme Court or 
the rejection of the application fo-r leave to appeal:, as the 
case may be. 

C-Appeals to the Supreme Court. 

Section 26!!. An appeal sh~ lie m lhe Supreme Court i~m any 
f~lable judgment of the • h Co peliverf!d on an appea prefer
JUdgmmt. red under section O [66(_): main para, part· ~rob ied in 
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Clauses 268-271 

section for appealable order] in any case which the High [s. 66A(2)1 
Court certifies to be a fit one for appeal to the Supreme 
Court. 

(_1) The provisions of the Code of Civil Procedure, 1908, Section 269 
relating to appeals to the Supreme Court shall, so far as He a r i n,.,g 

may be, apply in the case of appeals under section 268 before t~e su
[S. 66A{2)] in the like manner as they apply in the case r:~9('8ourt, 
of appeals from decrees of a High Court: [s,. 66A(3), 

Provided that nothing in this section shall be deemed ~in ~r~l3i 
to affect the provisions of section 263 or 265 [S. 66(5)] or ut Prov'. 

....... section 273 (66(7), main para]. part) 

(2) The costs of the appeal shall be in the discretion {New] 
of the Supreme Court. 

(3) Where the judgment of the High Court ·is varied [s. 66A(4).] 
or reversed in the appeal, .... _. ....... effect shall be given to 
the order of the Supreme Court in the manner provided 
in section 265 [S. 66, sub-section (5)] and section 267 fS. 
66(7) Prov.] in the case of a judgment of the High Court. 

D-Appeals to the CentTal Board of Revenue. 

(1) Any employer objecti1'g to an order of the Com- See,ion 2 70 
missioner refusing to recognise or an order withdrawing App-:als to 
recognition from a provident fund matt appeal to the Cen- ~d '4-n~ral 
tral Board of Revenue in accortiance with the pr.ovisions o_t vcn•e.

0 
e-

section ::SOl [58B(4)]. [New] 

(2) Any person in respect of whom a direction disquali
fying him for representing an assessee !f ,nade under section 
324(4) [S. 61(3), main para, _latter half] may appeal to the 
Central Board of Revenue in accordance with the provi
sions of section 324(4), Proviso [S. 61(S), Prov. (b)]. 

E-Revision by the Commissioner. 

{1) The Commissioner ma)' call for and examine the Sect!~ 271 
record of any proceeding under this Act, and if he con- RilSlon _of 
siders that any order passed therein by' the Income-tax Offi~ di i5 ~:re: 
cer is erroneous in so far as it is prejudicial to the interests ve e. 
of the revenue, he may, after giving tlte assessee an oppor• (s. 3B(1)] 
tunity of being heard and after making or causing to be 
made such inquiry as he deems necessary, pass such order 
thereon as the circumstances of the case justify, including 
an order enhancing or modifying the' assessment, or can• 
celling the assessment and directing a fresh assessment. 

(2) No order shall be made under sub-section (1)-

(a) to revise an order of re-asse!liment made under [ . 338(2)} 
the provisions of section 152 [34(1), (a) (b) power 
to reopen], or 

(b) after the expiry of !:;tJears jflfom the date of the 
order s~ught to be rev1 .... i ; 
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Clause 272 

'Scetion 2711 (1) In the case of any order other than an order to 
Rrision of which section 271 [33B(l) and (2)] applies passed by an r: CT c;rt(0· authority subordinate to him, , the Commissioner may. 
11{ain 3 para: either o_f ?is own motion or on an application by the a,ses~ee 

·11. . 33A(2), for revision, ........... . call for the record of any proceeding 
mam para, under this Act in which any such order has been passed 
part) .... , and may make such inquiry or cause such inquiry 

to be made and, subject to the provisions of this Act, may 
pass such order thereon, not being an order prejudicial to 
the assessee, as he thinks fit. 

[New) 

[s. 33A(1), 
Prov., (c)) 

(2) Where an application for revision was made by the 
assessee, he shall be given an opportunity of being heard 
before the application is disposed of. 

(3) The Commissioner shall not of his own motion re-
vise any order under this section if ............ the order has 
been made more than one year previously. 

[,. 
main 
part) 

33A{2 }, (4) In the case of an application for revision under this 
para, section by the assessee, the application must be made with

in one year from the date on which the order in question 
was communicated to him or on which he otherwise came 
to know of it, whichever is earlier: 

ls. 33A (1), 
Prov.(a),part, 
ands.33A(2); 
ut Prov. (a), 
part.) 

{s. 33A(1), 
Prov.(a),pan, 
and s.33AM; 
1st Prov. (a), 
part] 
[s. 13A{1), 
Prov.(b),part 
ands.33A(2), 
nt Prov. (b)] 
[s. 33A(1), 
Prov.(b),part 
ands-:-13A(2), 
ut Prov. (c)) 

• 
Provided that the Commissioner may, if he is satisfied 

that the assessee was prevented by sufficient cause from 
making the application within that period, admit an appli
cation made after the expiry of that period. 

(5) The Commissioner shall not revise any order under 
this section in the following ca.ses-

(a) where an appeal against the order lies to the 
Appellate Assistant Commissioner ........ .... bitt has 
not been made and the time within which such 
appeal may be made has not expired ; 

(b) where an appeal against the order lies to the High 
Court but has not been made, and neither the time 
within which such appeal may be made has expired 
nor the assessee has waived his right of appeal ; 

(c) where the order is pending on an appeal before the 
Appellate Assistant Commissioner ............ ; 

( d) where the order has been made the subject of an 
appeal to the High Court, and the appeal is pend• 
ing or has been disposed of on the merits. 

(s. 33A(3)) (6) Every application by an assessee for revision under 
this section shall be accompanied by a fee of twenty-five 
rupees. 

r 
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Clauses 272,.277 

Explanation 1.-An order by the Commissioner declin- (s.33_A(2),;ind 
ing to interfere shall, for the purposes of this 3ection, be provuo J 
,deemed not to be an order prejudicial :to the assessee. 

Explanation 2.~For the purposes of this section, the {s. lsAM, 
Appellate Assistant Commiss10ner shall be deemed to be Expl. J 
.an authority subordinate to the Commissioner. 

F--General Section 273 

Notwithstanding that an appeal has been preferred T~ '! . ";: 
under this Chapter to the High Court or to the Supreme ~dfng ':,~p: 
Court, tax shall be payable in accordance with the assess- cah. 
ment made in the case, unless the High Court or the [1.66(7),main 
Supreme Court, as the case may be, grants stay of the ~~• aucl 5• 

-collection of the tax pending the disposal of the appeal. rroJG~. ~t] 

• Section 274 
... The High Court may, on petition made for the Elecution for 

-€xecution of the order of the Supreme Court in respect of ~ti; ;warded 
any costs awarded thereby, transmit the order for execu- Cou tupreme 
tion to any court subordinate to the High Court. {s.66A{3),:mci. 

J'raviso.] 
Where as the result of an appeal to the Appellate Section 'l?S 

Assistant Commissioner, the High Court or the Supreme Amendment 
Court- of 111111e=ent 

on appeal. 
(a) any change is made in the assessment of a firm or [~.3r(4) alld 

an association of persons or a new assessment of 33(,';i), modi
a firm or an association of persons is order- ficdJ 
ed to be made, or 

(b) any alteration in any assessment has to be made, 
............ the Income-tax Officer shall, whether or not a direc
tion is given by the appellate authority, make an amend
ment of the assessment so as to carry out the order of the 
.appellate auth,ority, including, where necessary, an amend~ 
ment of any assessment made on any partner of the firm 
or any member of the association. 

In computing the period of limitation prescribed for Section 276 
an appeal or an application under this Act, .............. the ExcluaiM or 
day on which the order complained of was'made, and, iftimetaienfor 
the a.ssessee was not fu:rnished a copy of the order when copy. 
the notice of the order was served upo,i him, the time [,. 67AJ 
requisite for obtaining a copy of such order, shall be ex-
cluded. 

The ~v.preme Court may make rules, not inconsistent Section 2']7 

~ith the provisions of this Act, on all or any of the follow- ~:1~!! the 
'l.ng matters, namely- ec!:rt. 

(a) the powers to be exercised and the procedure to (New] 
be followed in appeals to the High Court under 
this Chapter ; 

(b) any other matter which is to be ~ .. may be pres
cribed by the Supreme Cou,¢ uncle,-~ Chapter. 

\ 
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Definitions. 
[s. 66(8)] 

lNew] 
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Clauses ·278-280 
• 

In this Chapter,-

(a) 'the High Court' means,-

(i) in relation to any State, the High Court for 
that State ; 

(ii) in relation to the Union territories of Delhi and 
Himachal Pradesh, the High Court of PWljaQ ; 

(iii) in relation to the Union territories of Manipur 
and Tripura, the High Court of Assam; 

(iv) in relation to the Union territory of the Anda
man and Nicobar islands, the High Court at 
Calcutta ; and 

(v) in relation to the Union territory of the Lacca
dive, Minicoy and ·Amindivi islands. the High 
Court of Kerala ; 

(b) ''status" means the category under which the asses
see is assessed, with reference to the Finance Act 
applicable to the case, as "individual", '"Hindu 
undivided family" and so on. 

CHAPTER XXII 

PENALTIES IMPOSABLE BY INCOME-TAX 
AUTHORITIES 

Section 279 .If any person without reasonable excuse fails to 
Failure to comply with a notice issued under section 97 (7) [s. ~E(6), 
fum_ish infor. earlier half], the Income-tax Offi.cer may direct that such 
=d. non rega!• person shaU pay a penalty not exceeding five hµndred 

mg sccun• f ·k f ties.etc. rupees and a further penalty o the h e amount or every 
[$. 44E(6), 1a_y after t~e infliction of such penalty during which the 
1a11er half] failure contmues. 

Section 28o (1) If the Income-tax Officer, or the Appellate Ais1stant 
Conce~lment Col]lmissioner ............ , in the course of any proctedings 
of . mcome under this Act is satisfied that any person-
or improper ' 
distribution 
of profits etc. 
[s.28( 1 ),main 
para] 

(a) has without reasonable cause failed to furnpsh the 
return of his total income which he was rtquired 
to furnish ......... under section 143 (1) [22(1)] or 
by ·notice given under section 143 (2) [sub-lsection 
(2) of section 22] or section 154 [34 (1) (a) {b)] or 
has without reasonable cause failed to furnish it 
within the time allowed and in the manner re• 
quired by section 14fH1) (22 (l)]. or by .such! notice, 
as the case 1'4Y be, Qr 1 • 

I 
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Clause 280 

(b) has without reasonable cause failed to comply with 
a notice under section 146 (1) [sub-section (4) of 
section 22] or section 147 (2) [sub-section (2) of 
section 23]. or 

( c) has concealed the parti~ars of bis income or deli
berately furnished in~curate particulars of such 
income, 

he ............ may direct that such. person shall pay by way of 
penalty,- ' 

(i) in the case referred to in clause (a), in addition to 
the amount of the tax, if any, payable by him, a 
sum not exceeding one and a half times that am
ount, and 

(ii) in the cases referred to in cla11ses (b) and (c), in 
addition to any tax p~able b:, him, a sum not 
exceeding one and a ht.If times the amount of the 
tax. if any, which would have been avoided if the 
income as returned by Slch person had been accept
ed as the correct income. 

(2) When the person liable to penalty is a registered {s.28(1),Prov. 
firm or an unregistered firm which bas been assessed under (d)] 
section 190 (b) (23 (5) (b)], then, notwitlu;tanding anything 
contained in the other provisioq.s of th4; .Act, the penalty 
imposable under sub-section (1) Bh.aU be a sum not 
exceeding- ' 

(i) in the case referred to •in cl.a.use (a) of sub-section 
(1), one and a half ti'ltles the .amount of the tax 
............ payable by an, unregirtt.ered firm on an 
income equal to the firm's total income, and 

(ii) in the cases referred to in clalf,ses (b) and (c) of 
sub-section (1), ............ one and :a:- half times the 
difference between the .amount: af the tax ........... . 
payable by an unregisteted finnpp. an income equal 
to the firm's total inc~ and :the amount of the 
tal{ ............ payable by fll unre&ii;tered firm. on an 
income equal to the incpme of ~ firm as actually 
returned by it. • . 

I 

(3) (a} ...... No penalty foiilure tot turnish the return [s.28( ),Prov. 
of his total income under secti 143 (.)i[22 (1)] shall be (a)] 
imposed under sttb-secticm ( 1) an at)e whose total 
income does not exceed the ·mum mount not charge-
able to tax in his case by one t • and , t hundred rupees. , 

(b) Where a person has failed to comply with a notice ra.si:8{t) 
under section 143 (2) [sub-section (2) of section 22) or Prw.J)J 
section 154 [section 34 (1) (a)~)] an~:i;oves that he has 
no income liable to tax, the pe alty • ble under sub-
section (1) sQall not exceed ty-ft pees. 
17-1 Law Com.{58 • . . . 
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Clauses 280-282 

[u8(1),Prov. (c) No penalty shall be iml)osed under sub-section (1) 
(c)] upon any person assessable under section 169 (1) (i) read 

with section 170 (42 (1) main para, latter half, part regard
ing liability of agent to be assessed as representing non
resident] as the agent of a non-resident for failure to fur-
nish the return .. under section 143 (1) [22 (l)]. 

(4) If the Income-tax Officer, or the Appellate Assistant 
Commissioner,.... ..in the course of any proceedini,tS 
under this Act, is satisfied that the profits of a registered 
firm have been distributed otherwise than in accordance 
\\'ith the shares of the partners as shown in the instrument 
of partnership on the basis !Of whieh the jinn has been 
registered under this Act, ............ and that any partner has 
thereby returned his income below its real amount, he ..... , ... 
may direct that such partner shall, in addition to the tax, 
if any, payable by him, pay by way of penalty a sum not 
exceeding one and a half times the amount. of tax which 
has been avoided, or would have been avoided if the in
come returned by such partner had been accepted as hi~ 
correct income ; and no refund or other adjustment shall be 
claimable by any other partner by reason of such direc
tions. 

Section 28 1• . .......... Where any person fails to give the notice of 
Failure to discontinuance of hi, busineBs profession or vocation re
give notice of quired by section 185 (3) [25 (~) earlier half], the Income
di,continuan• tax officer may direct that a sum shall be recovered from 
cc. him by way of penalty not exceeding the amount of tax 
[s. 2 5(2),lattcr subsequently assessed on him in respect of any income 
part] .... of the business, profession or vocation up to the 

date of its discontinuance. 

Section 282 If the Income-tax Officer, in 
Fabe estima• ceedings in connection with the 
tc or or railun: satisfied that any assesse-

the course of any pro
regular assessment. i~ 

10 pay adva
nce lax. 
[s. I 18A(9), 
main para] 

(a) has furnished under section 220 [sub-sect~fn (2) 
or sub-section (3) of section 18A] an esti~te of 
the advance tax payable by him which he, knew 
or had reason to believe to be untrue, or 

(b) has without reasonable cause failed to fur~$h an 
estimate of the advance tax payable by 1iim in 
accordance with the provisions of section 220 (3) 
[sub-section (3) of section 18A], 

he may direct that such person shaU, in addition 
amount of tax, if any, payable by him, pay by 
penalty a sum not exceeding-

to the 
way of 

(i) ....... in the case referred to in clause (a), one 
and a half times tbe. amount by which the tax 
actually pai~ during jtlie financial year immeCfiately 



i 
I 

.. (ii) 

253 

Clauses 282-285 
• 

preceding the assessment yeaT, under the provi• 
sions of sections 215 to 228 [s. 18AJ falls short of-

(1) eighty per cent. of the tax regularly assessed, 
• as modified under the provisions of section 223 

(18A (6)], or 

(2) where a notice under section 218 [18A (1) (a), 
main para, part as embodied in section regard
ing order of Income-tax Officer] was issued to 
the assessee, the amount payable thereunder, 

1.vhichever is the less; and 

in the case referred to in clause (b), one and a half 
times the amount on Which interest is payable 
under section 223 [s. 18A(6)]. 

(1) No order imposing a penalty under this Chapter Sec1ion 283 shall be !Jlade ............... unless the assessee or lbe partner Procedure 
or the other person on whom the penalty is sought to be [s. ~(3)] 
imposed, as the case may be, has been heard, or has been 
given a reasonable opportunity of being heard. 

(2) The Incom~tax Officer shall not impose any penalty [s. ~8(6)] 
under section: 289 [s. 28(1) or (2),J or section 282 [18A(9)] 
without the previous approval of the Inspecting Assistant 
Commissioner. 

(3) An Appellate Assistant Commissioner, on making (s. ~8(s)) 
an order under section 280 [28(1) or (2)], shall forthwith 
send a copy of the same to the Income-tax Officer. 

No prosecution for an offence against this Act shall be Sec1ion _284 
instituted in respect of the Same facts On which a penalty Bart3ga1!1-'t 
has been imposed under this Chapter. ,pro;ecuuon. 

(s. 28(4)) 

CHAPTER xxnr 
OFFENCES AND PROSECUTIONS 

If a person fails without reasonable fause or excuse- ~n ,a, 
Fat e to 

(a) to grant inspection or allow copies to be taken in paydcr 
accordance :w-ith the provisions af section 139 [39]; ver : 1uri:; 

(b) to furnish in due time any of tlle returns mentioned~~-~~~ 
in section 166(4) [Section 19AJ, 166(1) [section pe~. 
20A~, 166(2) [section 21) 143(2) [sub-section (2) of f~l~eaojpen-
sechon 22] or 138 [section 38]; [s. 5,(e) • 

[s. 51(c)J 

(c) to produce, or cause to be produced, on or before [s. 51(d)J 
the date mentioned ~ any n~iee under section 
146(1) [Sub-section (4~of secti 4 22] such accounts 
and documents as are' referr. ;to in the notice; 

' i 



[s. 51(a)] 

(s. 51(b)] 

[1. 51, 
1.ut part] 

Section 286 
False state• 
ment in 
deda1ation. 
(1. 52] 
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Clauses 285-289 
• 

( d) to deduct and pay tax as required by sections 201 
to 204 [all sections embodying section 18] or under 
section 235(2) [Sub-section (5) of section 46]i ur 

(e) to furnish a certificate required by section 211 [sub
section (9) of section 18] or by section 167 [section 
20] to be furnished; 

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. 

If a person makes a statement in any verification under 
this Act which is false, and which he either knows or be
lieves to be false, or does not believe to be true, he shall._ .. 
. ........... , on conviction before a Magistrate. be punishable 
with simple imprisonment which may extend to six m(mths, 
or with fine which ma.y extend to one thousand rupeEs, or 
with both. 

Section 287 (1) A person shall not be proceeded against fo,: an 
Pr~cut_ion offence under section "285 [51] or section 286 [52] exc,pt at 
~~ 0 r3;:~~: the instance of the Inspecting Assistant CoTmissioru?r. 
ting Assis1a.nt 
Commissio-
ner. 

[s. 53] 

(2) The Inspecting Assistant Commissioner may ~ither 
before or after the institution of proceedings compottntl any 
such offence. • 

i 
Section 288 (1) If a public servant distloses any particulars, tfdis
Disc_losureof closure of which is prohibitei by section 141(2) [S. (2), 
particulau by earlier part, as incOr}X)rated it! Chapter on Income-t Au
~~~hc serva• thorities], he shall, .on convietion before a Magistra e, be 
[s. 

54
{2), punishable with imprison~eat which may extend . six 

latter part] months, and shall also be liable to fine. ; 

(2) No prosecution shall be instituted under t~~ sec
tion except with the previous aanction of the Commbroner. 

CHAPTER XXIV 

RECOGNISED PROVIDENT FUNDS 

Reco~ition i 
Section 28g. (1) The Commiseioner ......... may accord recottion 
A~cording & to any provident fund which, in his opinion, satisfi the 
fithdrawal . conditions prescribed in section 290 [58C embodied i sec
~io~. recogn,. tion for conditions] and the rules made thereunder. and 
l SB() 1 may, at any time, withdraw such recognition if, in h' opi-
1

• 
5 1 

• ~~n, the provident fund cot>,travenes any of thos~ con-
. d1tions: ; i ! 

I ' 

'' 

• 

I, 



' 

l 

I 

I 

.. 
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Clauses 289-290 
Provided that the Commissioner may,-

(a) subject to such conditions; if an.11, as he may con
sider necessary, accord recognition to any provi
dent fund maintained by an enterprise which has 
been exempted /,rom any or all of the provisions 
of any scheme ramed under the Empl,oyees' Pro-
vident Funds Act, 1952, notwithstanding that any 19 of 1952. 
of the conditions mentioned in section 290 [58C 
embodied in ·section regarding conditions] are not 
satisfied ; and 

(b) withdraw such recognition if, in his opinion, the 
provident fund contravenes any of the conditiom 
subject to which recognition was accorded by him. 

(2) An order according recognition shall take effect [a. 58B(2).) 
on such date as the Commissioner may fix in accordance 
with any rules the Central Board of Revenue may make 
in this behalf, such date not being later than the last day 
of the financial year in which the ovd.er is made. 

(3) An order withdrawing recognition shall take effect (s. $8B(.3).] 
from the date on which it is made. 

(4) An order according ·recognition to a provident [s. ~BB {aA)] 
fund shal1-not, unless the Commissioner otherwise directs, · 
be affected by the fact that the fund if subsequently amal-
gamated with another provident fund On the occurrence of 
an amalgamation of the undettakings in connection with 
which the two funds are main1ained, or that it subsequent-
ly absorbs the whole or a parit of anuther provident fund 
belonging to an undertaking which is wholly or in part 
transferred to or merged in the undrctaking of the em-
ployer maintaining the first mentiontd fund. 

' In order that a provident fund may receive and retain Scc~on 2go 
recognition, it shall, subject to the provisions of section Co ' "tions to 
291 [s. 58C(l) Provisos to els. (a), (b), (d). 58J(4), 58(D), be aati~ 
58(C) (1) (g) latter part], satisfy the( conditions set out~ .d ,sed 
below and any other conditions which <tbe Central Govern- Fu 1 _ent 
ment may, by rules, prescribe- [s. 

5
ac(,) 

ope ing 
I 

(a) All employees shall be- emplo~ in India, or shall [s. sf1C(_1) 
be employed by an employet whose principal (a), main 
place of business is in India. pa -] 

• • • 
(b) The contributions of an e~loyee in any year [s. , 58C(1)' 

shall be a definite proportion of his salary for that ~~~ n:uun 
year, and shall be deducted by the employer from t-"l•l 
the employee's salary in that proportion, at each • 
periodical payment Tsuch nary in that year, 
and credited to the loyee' e.dividual account 
in the fund. i 1 

, : I , 



[s. 58C(1) 
(c).] 

[s. 58C(1.) 
(d}, ma,n 
pan) 

[,. 
(g), 
part.] 

58C(1) 
t"ar!icr 

(s. 58C(1) 
{h)l 

:?56 

Clauses 290-291 
• • • 
(c) ....... The contributions of an employer to the m

dividual account of an employee in any year shall 
not exceed the amount of the contributions of the 
employee in that year, and shall be credited to 
the employee's individual account at intervals not 
exceeding one year. 

(d) The fund shall consist of contributions as above 
specified and of donations, if any, received by the 
trustees, of accumulations thereof, and of interest 
(simple and compound), credited in respect of such 
contributions, donations and accumulations, and 
of securities purchased therewith and of any ca
pital gains arising from the sale, exchange or 
transfer of capital assets of the fund, and of no 
other suffis. 

• • • 
( 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 recovet any 
sum whatsoever from the fund, savf in eases 
where the employee is dismissed for miscohduct 
or voluntarily leaves his employment other"Wise 
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 c1. the 
fund. 

In such cases the recoveries made by the employer 
shall be limited to the contributions made by him to the 
individual account of the employee, and to interest '(sim
ple and compound) credited in respect of such contribu
tions and accumulations thereof, in accordance with the 
regulations of the fund. 

(g) The accumulated balance due to an employee1 shall 
be payable on the day he ceases to be an emi,loyee 
of the employe_r maintaining the fund ......... .' .. 

(h) Save as provided in clause (g), or in acco~.ce 
with such conditions and restrictions as the! Cen
tral Government may, by rules, prescribe, nt por
tion of the balance to the credit of an eml)loyee 
shall be payable to him. 

Section 291. (1) Notwithstanding anything contained in section. 
Re!axationof290(a) [38C(l), (a) main para]. the Commissioner may, if 
conditions. he thinks fit, and subject to ~uch conditions, if any;as he 
[s. 58C(1) thinks proper to at~h to tbje,l'ecognition, accord r gni
(a), Prov.] tion to a fund maint;ined byl an employer whose pr· cipal ' • 



place of business is 
of emptoyees. 
exceed ten per cent. 
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Clause 291 

not in India, provided the 
. :employed outside India 

proportion 
does not 

(2) Notwithstanding anything contained in section [s. 58C(1) 
290(b) [58C(l) (b) main para], an employee who retains (b) Proviso]. 
his employment while serving in the armed forces of the 
Union or when taken into or employed in the national ser-
vice under any law for the time being in force, may, whe-
ther he receives from the employer any salary or not, .con-
tribute to the fund during his service in the armed forces 
of the Union or while s_o taken into or employed in the 
national servi_ce a sum not exceeding the amount he would 
have contributed had he continued to serve the employer. 

(3) Notwithstanding anything contained in 
290(d) [58C(l)(d) main _para] or section 290(g) 
(g), earlier part],-

section {s. 5'!C(i) 
(58C(l) (g), lat~cr 

pa,q 

(a) at the request made in writing by the em-
ployee who ceases to be an employee of the em
ployer maintaining the fund, the trustees of the 
fund may consent to retain the whole or any part 
of the accumulated balance due to the employee 
to be drawn by him at any time on demand; 

(b) where the accumulated balance due to an employee ( SSC(,) 
who has ceased to be an employee is retained in (d) ProYiso.J 
the fund in accordance with clause (a) of this sub- ' 
section, the fund may consist also of the accumu-
lated balance due to the ernployee ......... and of 
interest (simple and compound) in respect thereof 

~4) Subject to any rules which the Central Govern• (,.·sao.} 
ment may make in this behalf, the Commissioner may, in 
respect of any particular fund, relax tile provisions of sec-
tion 290(c) [58C (!) (c)J-

(a) so as to permit the payrhent cf larger contribu
tions by an employer to the individual accowits 
of employees whose salary does not exceed five 
hundred rupees per mensem ; and 

(b) so as to permit the crediting by employers to *e 
individual accounts of employees _of periodical 
bonuses or other contributions of a contingent 
nature, where the calculation and payment of such 
bonuses or other contributions is provided for on 
definite principles by the regulations of the fund. 

(5) Notwithstanding anything contained in section 290 [s. 
(h) [58C(l)(h)], .... in order to enable an employee to 
pay the amount of t?x asses;d on ~ total income as dE;
termined under sect10n 299( [58J( ]~ he shall be enti-
tled to withdraw from the afance . 1 his -credit in the: 

• 
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Clauses 291-296 

recognised provident fund a sum not exceeding the dif
ference between such amount and the amount to which 
he would have been assessed if the transferred balance 
referred to in section 299(3) [s. 58J(3)] had not been in
cluded in his total income. 

Section 292 Where there is a repugnance between any regulation 
Repugnancy of a recognised provident fund and any provision of this 

iare-'l"Ulations. Chapter or of the rules made thereunder, the regulation 
[s. 5sc(2J.) shall, to the extent of the repugnance, be of no effect. 

Section -293_ 
Employer's 
Contribu· 
tions when 
deducted in 
assessing his 
Income. 

The Commissioner may, at any time, require that such 
repugnance shall be removed from the regulations of the 
fund. 

Treatment of contributions and balances. 

Any sum paid by an employer by way of contrib1t,tion 
towards a recognised provident fund shall be deduct4d in 
computing his income for the pur'JX)se of assessment. 

[New) That portion of the annual accretion in any pre??ious 
Section 294. year to the balance at the c~dit of an employee pattici
Employer's pating in a recognised provident fund as consists of-: 
annual (a) contributions made by the employer in exce•s of 
contri• h aJ f h I ' butions- ten per cent. of t e s ary o t e emp oyee, at1d 
whendeemed (b) interest credited on the balance to the credit of 
to br.· income the employee in so far as it exceeds one-thitkl of 
received by 
employee. the salary of the employee or is allowed at a,rate 

J exceeding the rate fixed by the Central Goiern-
[ s. 5SE. ment in this behalf by notification in the Official 

Gazette, 
shall be deemed to have beeti received by the empl.bYee 
in that previous year and shall be included in his i0tal 
income for that previous year, and shall be liable t~ in
come-tax and super-tax. 

Section 295. An employee participating in a recognised prov· ent 
Employee's fund shall be entitled to a deduction. from the amou t of 
contributions income-tax oµ his total income•ioith which he is charg ble 
fxemp1ion for any assessment year, of an ttmount equal to the ino,m.,:
[~\aF.J tax calculated at the ai,erage rate of income-tax on his wn 

contributions to his individual account in the fund i the 
previ:nt.s year, in so fai' as the aggregate of such cont ibu
tions. .does not exceed one-fifth of his salary in that pre
vious year or eight thousand rupees, whichever is less. ! 

. . ..... The accumulated balance due and becoming !ay-
tr.t,on 1

2r6ci able to an employee participating in a recognised provi ent 
~!aun~:.:x~ fund shall be excluded from the computation of his _otal 
chuion from income--
1otal income. 
(,. 58G (2) 
and s. 7(1}, 
lxpl. 2, pro
viso, pan] 

(i) if he has rend6ted corit~~ous seroice with his em,
ploUer for a pi of rr years or more, Of' . 

• 

• 



, 
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Clauses 296-299 

(ii) if, though he has not renderid swch continuous ser-
vice, the Commissioner ......... , being of the opinion 
that the service has bten terminated by reason of 
the employee's ill-health, or by the contraction or 
discontinuance Of the employer's business or other 
cause beyond the control of the employee, allows 
the employee _the benefit of this section. 

(1) Where the accumulated balance due to an employee Seetion 297. 
participating in a recognised provident fund is included in Tax on accu
his total income awing to the provision, of section 296 [58G mulated ba
(2)] not being applicable, the Income-tax Officer shall cal- Ian"". 
culate the total of the various sums of income-tax and [s. ,58G(3)] 
super-tax which would have been payable by the employee 
in respect of his total income for each of the years con-
cerned if the fund had not bten a recognised provident 
fund, and the amount by which such total exceeds the total 
of all sums paid by or on behalf of suth employee by way 
of tax for such years shall be payable by the employee in 
addition to any other income-fax and super-tax for which 
he may be liable for the previous year in which the accu-
mulated balance due to him becomes payable. 

(2) Where the accumulated balance due to an employee (s. s8G(1) 
participating in a recognised provident fund which is not lattdr part]. 
included in his total income under the provisions of section 
296 [58G (2)] becomes payable.... ., an amount equal to 
the aggregate of the amounts of super .. tax on annual ac-
cretions that would have been payable• under section 58E 
of the Indian Income-tax Act, 1922, for any assessment year 11 ~ 1g::n. 
upto and including the assesmumt year 1932-1933, if the 
Indian Income-true (Second Amtndment!) ~ct, 1933, had come 1a ,:f ,933. 
into force on the 15th March, ]930, shall be payable by the 
employee in addition to any other tax. payable bu him for 
the previous year in which such balante becomes payable. 

The trustees of a recognii;etl protident fund, or any ~tion 2g8. 
person authorised by the regulations of the fund to make • tion at 
payment of accumulated balances due to employees, shall, sou of iri
in cases where section·297 (1) [58G(3)l 4pplies, at the time -tax pa
an accumulated balance due fu an eiflployee is paid, de- ,ab on 
duct therefrom the amount parable ul)der section 297 (1) ~ ulaied 
[S. 58G(3)]. ........ , and all the pravisiotis of sections 206 to [ 
211 (18(4) to 18(9)] shall apply as if 4-ie accumulated bal• s. 
ance were income chargeabte Under th• head "Salaries". , 

(1) Where recognition is accorded ;to a provident fund Sec+on 1199. 
with existing balances, an aacount U.all be made of the Trd.tme:it of 
fund up to the day before the •ay on ~hich the recognition bal$lce in 
takes effect, showing the balab.Ce to tlle credit of each em•' n~y.f!y re~
ployee on such day, and containing such further particulars :;isff Pcfsovt-
as the Central Board of Revenue may prescribe. . ct111j(1)j 

balance to the credit of each ployE.l!t ~he amount thereof . 
• • (2) The account shall al sho,r , in respect of the [s. rJ(::i)]. 

which is to be transferred to t em~31ee's account in the . 
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Clause, 299-301 
recognised provident fund, and such amount (hereinafter 
called his transferred balance) shall be shown as the 
balance to his credit in the recognised provident fund on 
the date on which the recognition of the fund takes effect, 
and sub-section (3) of this section and sub-section (5) of 
section 291 [s. 58J(3) (4)] shall apply thereto. 

Any portion of the balance to the credit of an em
ployee in the existing fund which is not transferred to the 
recognised fund shall be excluded from the accounts of the 
recognised fund and shall be liable to income-tax and 
super-tax in accordance with the provisions of this Act, 
other than this Chapter. 

[s. 58J(3)) (3) Subject to such rules as the CentrarBoard of Reve-
nue may make in this behalf, the Income-tax Officer shall 
make a calculation of the aggregate of all sums comprised 
in. a transferred balance which would have been liable to 
inc:ime-tax if this Chapter had been in for<;e from the date 
of the institution of the fund, without regard to any tax 
which may have been paid on any sum, and such aggregate 
(if any) shall be deemed to be income received by the em~ 
ployee in the previous year in which the recognition of the 
fund takes effect and shall be included in the employee's 
total income for that previous year, and, for the pu!oses 
of assessment, the remainder of the transferred b ance 
shall be disregarde~

1 
but no other exemption or reli f, by 

way of refund or omerwise, shall be granted in respect of 
any sum comprised in such transferred balance: 

Provided that, in cases of serious accounting diflkulty, 
the Commissioner shall have power, subject to the said 
rules, to make a summary calculation of such aggregate. 

(4) Nothing in tMs section shall affect the rights bf the 
persons administering an unrecognised provident lllhd or 
dealing with it, or with the balance to the credit qf. any 
individual employee, before recognition is accorded, in any 
·manner which may be lawful. • 

Other provisions 
Section 3oo (1) The accounts of a recognised provident fundi shall 
Accounts of be maintained by the trustees of the fund and shall !be in 
rec,di~ed such form_ and "for such periods. and shall contain! such r:id: tnt particulars, as the Central Board of Revenue may! pres-

• cribe. 
{s. 58-I] 

Senion 301. 
Appeal.s. 
(s: 58 B(4)] 

(2) The accounts shall be open to inspection at all rea
sonable times by Income-tax authorities. and the trustees 
shall furnish to the Income-tax Officer such abstracts there
of as the Central Board of Revenue may prescribe. 

, 

An employer objecting to an order of the Commis
sioner refusing to recognise Of an order wit~dr~w~~ recog- • 
nition from a providept fund ITTaY appeal, w1th10 _s1~ days 
of such order, to the! CentraU $card of Revenue. : 

' 
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Clauses 301-303 

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

(1) Where an employer who maintains a provident fund Section 302. 
(whether recognised or not) for the benefit of his employees Treat01ent of 
and has not transferred the fund or any portion of it, trans- fund trarufer
fers such fund or portion to trustees in trust for the em- Ti by em
ployees participating in the fund, the amount so transfer- r=:. 10 

red shall be deemed to be of the nature of capital expendi- {s. 5'1-KJ 
ture. 

(2) When an employee participating in such fund is 
paid the accumulated balance due to him therefrom, any 
portion of such balance as represents his share in the 
amount so transferred to the trustee (without addition of 
interest, and exclusive of the employee's contributions and 
interest thereon) shall, if the employer has made effective 
arrangements to secure that tax shall be deducted at source 
from the amount of such share when paid to the employee, 
be deemed to be an expenditure by the employer within 
the meaning of section 37 [clause (xv) of sub-section (2) 
of section 10], incurred in the previou, year· in which the 
t!ccumulated balance due to the employee is paid. 

(1) All rules made under this Chapter shall be subject Sect~o:1303. 
t:,> the provisions of section 329 (4) [sub-section (5) of sec- ~b:~ns,

0 twn 59]. rules. 
(1. 58 L.] 

(2) In addition to any power conferred by this Chap-
ter, the Central Government may make rules-

(a) _prescribing the statements and other information 
to be submitted with an apptication for recogni-
tion; • 

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

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

(d) 

(e) 

determining the extent to and the manner in 
which exemption from payment of income-tax and 
super-tax may be granted in 1€$pect of contribu
tions and interest credited to the individual ac
counts of employees in a provident fund from 
which recognition has been withdrawn ; and 

generally, to carry out the purposes of this Chap
ter and to secure such further control over the 
recognition of provid~t fund4 ,and the adminis
tration of recognised t>rovideql: ' funds as it may 
deem requisite. 1 J • 
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Clau.ses 304-305 

~;JicaiiJ;•· . ThIS Chapter shall not apply to any provident fund to 
<>f thb cbap- which the Provident ·Funds Act, 1925, apphes. 
tcr. 
[s. 58M} 
19 of 1925 
Section 305. 
Defin.ilioru. 
[B. 58A) 

In this Chapter, unless the context otherwise re
quires,-

(a) a "recognised provident fund" means a provident 
fund which has been and continues to be recog
nised by the Commissioner, in accordance with 
the provisions of this Chapter; 

(b) an "employer" means any person who maintains 
a provident fund for the benefit of his or its em
ployees, being-

(i) a Hindu undivided family, company, firm or other 
association of persons, or 

• 
(ii) an individual engaged in a business, prof~ssion 

or vocation whereof the profits and gains are as
sessable to income-tax under the head "Profits 
and gains of business, profession or vocation'', ..... . 

(c) an "employee" means an employee .partici1Pating 
in a provident fund, but does not include a per
sonal or domestic servant; 

(d) 

(e) 

a "contribution" means any sum credited bl'or on 
behalf of any employee out of his salary, or y an 
employer out of his own monies, to the indi 'dual 
account of an employee, but does not inclu any 
sum credited as interest; 

the "balance to the credit" of an employee means 
the total amount to· the credit of his inditidual 
account in a provident fund at any time ; • 

(f) the "annual accretion" to the balance to thef,· redit 
of an employee means the increase to such b ance 
in any year, arising from contributions a d in-
terest; ~ 

(g) the "accumulated balance due" to an em loyee 
means the balance to his credit, or such p rtion 
thereof as may be claimable by him und.r the 
regulations of the fund, on the day he ceasts to 
be an emplojee of the employer maintaining the 
fund; and • 

(h). the "regulati9ns of a f~nd" means the speciafbopy 
of regulatio1· gove1~« the COJ:?-Stitution a ad-
ministration f a p~~fi('ular provident fund. 

. . 
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Clauses 306-307 
CHAPTER XXV 

APPROVED SUPERANNUATION FUNDS 

Approval 

(1) The Central Board of Revenue may accord appro- Section ts. 
val to any superannuation fWlcl or any part of a superan- A~a and 
nuation fund which in its opinion complies with the re- w;1 wv:i 
quirements of section 307 (58P], and may at any time with- 0 appro • 
draw such approval, if in its opinion, the circumstances Of C 1 • ;e-o l 
the fund or part cease to warrant the continuance of the 
approval. 

(2) The Central Board of Revenue shall communicate 
in writing to the trustees of the fund the grant of approval 
with the date on which the approval is to take effect, and, 
where the approval is granted subject to conditions,- those 
conditions. 

(3) The Central Board of Revenue shall communicate 
in writing to the trustees of the fund· any withdrawal of 
approval with the reasons for such withdrawal and the 
date on which the withdrawal is to take efrect. 

( 4) The Central Board of Revenue shall neither refuse 
nor withdraw approval to any superan.11.uation fund or any 
part of a superannuation fund unless it has given the trus
tees of that fund a reasonable opportunity of being heard 
in the matter. 

(1) In order that a superannuation fund may receive Secftn307. 
and retain approval, it shall satisfy tlu> conditions set out Con ·tiom 
below and any other conditiont wriich thie Central Govern• for • 
ment may, by rules, prescribe- [s. ~ P 

(a) the fund shall be a fund estaliliished under an ir- ma • para} 
revocable trust in connection· with a trade or 
undertaking carried on in India; 

(b) the fund shall have for its sol, purpose the provi
sion of annuities for employdei in the bade or 
undertaking on their retiremenut or after a speci
fied age or on their beboming capacited prior to 
such retirement, or for the ·dows, children or 
dependants of persons who art1 ~r have been such 
employees on the death of tho~: persons; and , . . 

(c) the employer in the trade or 1.1I1dertaking shall be 
a contributor to the futld, i. 

(2) ........ The Central Boa}-d of Jl~enlle may, if it[,. 54:, 
thinks fit and subject to such condtibils, if any, as it Fro ] 
thinks proper to attach to the •pprova( approve a fund or , 
any part of a fund-

(i) notwithstanding that the rules of the fund provide 
for the return in cert>!in contingencies of contribu
tions paid to the fund, or 

such annuities as afo said, "thstand.ing that 
(ii) if the main purpose off e fun~JS the provision of 

such provision is not i sole p , or 
! . . 
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{New} 

Section 3o8. 
Application 
for approval. 

(s. 58Q) 
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Clauses 307-310 

(iii) notwithstanding that the trade or undertaking in 
connection with which the fund 1s established 1s 
carried on only partly in India. 

(3) Where there is a repugnance between any rules of 
an approved ·superannuation fund or the terms of the in
strument under which. the fund is establU>hed and any pro
vision of this Chapter or of the rules made thereunder, the 
rules of the fund or the terms of the instrument under 
which the fund is established, as the ca.e may be, shall, 
to the extent of the repugnance, be of no effect; and the 
Central Board of Revenue may at any time require that 
such repugnance shall be removed from the rules of the 
fund or the terms of the instrument, as the case may be. 

(1) An application for approval of a superannuation 
fund or part of a superannuation fund for any asses1ment 
year shall be made in writing before the end of that year 
by the trustees of the fund to the Income-tax Officer by 
whom the employer is assessable, and shall be accomparlied 
by a copy of the instrument under which the fund iJ estab
lished and by two copies of the rules and of the accounts 
of the fund for the last previous year for which sueh ac
counts have been made up. The Central Board of Revenue 
may require such further information to be supplied as it 
thinks proper. 

(2) If any alteration in the rules, constitution, objects 
or conditions of the fund is made at any time after the 
date of the application for approval, the trustees of the 
fund shall forthwith communicate such alteration to the 
Income-tax Officer mentioned in sub-section (1), alld in 
default of such communication any approval given ·shall, 
unless the Central Board of Revenue otherwise orders, be 
deemed to have been withdrawn from the date on Which 
the alteration took effect . 

• Treatment of investments and contributions. 

Section 309. . ... .Income derived from investments or deposits of .1n 
Income from approved superannuation fund, and any capital gains aris
invcJtmcnis. ing from the sale, exchange Or transfer of Capital as~ts of 
r,. 5aR main such fund, shat! not be included in the to.tal income bf the 
para, part) person in receipt thereof . 

Scedon 310. 
Employer', 
contri• 
bution
Dcduction 
for. 

...... Any sum paid by an employer .... by way qf con
tribution towards ari approved superannuation fun~ shall 
.... be deducted in computing his income ..... for tht pur-
pose of assessment: • 

[s. 58R, main 
para, pare] Provided .... that where the contribution is not a• ordi
[s. 5aR, :md nary annual contribution, it shall be treated as the dentral 
Prov.) Board of Revenue m8.Y direct, either as a deduction for the 

year in which -the sum is paid, or as a deduction to be 
spread over such petiod of :,ears as the Central Bojlrd of 
Revenue thinks proifr. • 
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Clauses 311-315 
Where the assessee is an employee participating in an Sec1io11 311. 

approved superannuation fund, any Rm paid in the pre- Empl?tce's 
vious year by him by way of contributiOn towards the super- ~~wh n 
annuation fu?W ~hall, in so fa'f as such sum is an ordinary exempt. c 
annual contribution, be treated. for all the purposes of this [s. sBR main 
Act as if it were a sum to which the provisions of section para, ' part 
88 [15] apply. ,and. 1st 

prov1~0J 
Where any amount standing to the credit of an em- Section 312 _ 

ployee in an approved superaanuation fund is paid to the Co_ntribution 
employee during his lifetime 'but not at or in connection Ptd 10 em
with the termination of his employment, the amount so ~e:dwh~n 
paid shall be deemed for the purposes of income-tax (but be income. 0 

not for the purposes of super-tax) to be income of the em- [s. $8S (i)} • 
ployee of the previous year in which it is so paid to him. 

Where any amount standing to the credit of an em- Section 313. 
ployee in an approved supera11.nuation fund is paid to the Deduction ~f 
employee during his lifetime but not at or in connection 1bax~nconti:••· 

·th h · · f h. I • uuons pa1 w1 t e ·termmat10n o 1s emp oyment, ............ income- 10 an em-
tax (but not super-tax) on the amount so. .paid shall, ployee. 
except in the case of an employee whose employment was [s. 5ss (11)] 
carried on abroad, be deducted by the trustees of the fund 
at the average rate of income--tax at which the employee 
was liable to income-tax during the preceding three years 
or during such period, if less than three years. as he was 
a member of the fund, and shall be ·paid by the trustees 
to the credit of the Central Government within the pre-
scribed time and in such manner as the Central Board of 
Revenue may direct. 

Other p,,ovisions. 

Where an employer deducts from the emoluments paid Section_ 31t. 
to an employee or pays on his behalf any contributions of ~uon <:L _ 
that empJoyee to an approved superannuation fund, he shall a::_:r :~tri
include all such deductions or payments in the return butinns on 
which he is required to furnish under itection 166(2) [21). be~lf of 

emi:f!oyee to 
be included 
in cOtum. 
[,. "'11 

If a fund or a part of a fl.ind for any reason ceases to Soc~ 3,,. 
be an approved superannuation fund, the trustees of the Lia • iries of 
fund shall nevertheless remain liable to account for tax ~=.:.,. • Mr ·d -~1oa o on any sum pa1 ~ appral of 

(a) on account of returned contr!ibutions (including fun[•. sBUJ 
interest on contributions, if any), and 

(b) in commutation or in lieu of annuities, 

in so far as the sum so paid is in respect of contribu
tions made before the fund or part of the fund ceased to 
be an approved su.perannuatio1f fund ,1¥1der the provisions 
of this Chapter. 
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Clause, 316-317 

Scct\on 316. The trustees of an approved superannuation fu$d and 
tart~cul~:_ any employer who contributes to an approved supe ua
i: re':;:~~ of tion fund shall, when required by notice from the I O'ffltl.-
1uperaunua• tax Officer, within such period, not being less then· eni,-
tion fun&. one days from the date of the notice, as may be cijial 
[•. 58VJ in the notice, furnish such return, statement, pa-rt· r _ 

information, as the Income-tQ.1: Of!icer may require . 

• • • • • • • • • 
• • • • • • • •• 
• • • • • • • • • 

Sccti.0 ~ 317• (1) AU rules made u.ndeT this Chapter shall be tfUbject 
fi:~i0nsr~~ t~ the provisions ,of -section 329(4) [sub-section (5) ♦f sec--
rulcs. tlon 59]. 
(New] 

(2) In addition to any power conferred by this ~pter, 
the Central Government may .,nake rule$- . • 

{a) prescribing the statements and other infortnaj~~ to 
be submitted with an application for apprral; 

(b) prescribing the returns, statements, particu.~•• c,r 
information which the Income-ta.r Officer y re• 
quire from the tr'ustet?s of an approved su nn.ua.• 

(c) 

tion fund or from the employer; 

limiting the ordimlry annual contribution affi any 
other contributions to an approved superannfZtion 
fund by an employer; : 

' (d) providing for the asse88ment by way of peG:ty of 
any consideration reqeived by an employee or an 
assignment <if, or CTJ?ation of a charge up , hi8 
beneficial interest in ·an approved supernnn tion 
fund· ·-• . 

' (e) determining the extent to and the manner i~n hich 
exemption fr~ payment of income-tax and per
tax may b"e gl'anted in 1espect of any paymen made 
from a supe7J1nnuati<tn fund from which l 
has been witildrawn; . 

(f) providing for the withdrawal of approval t' the 
case of a fund which: deases to satisfy the r uire
ments of thi.s Chapter or of the rules made here-
under; and : 

(g) generally, to carry out the purposes of thisrlpter 
and to secure such further control over the ppro
val of supera,tnuation funds and the ad min· atitm 
of av.~oved .-u,peran~tion funds, as it may !deem 
requisite. : , 

I 

• 
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Clauses 313-320 

In this Chapter, unless the con.text otherwise requires,- ~co. ,,a 
Deanitiom. 

(a) "approved superannuation fuod" means a super-(•. 58N} 
annuation fund or any part of a superannua-

(b) 

tion fund which has been and continues to 
be approved by the Central" Board of Revenue in 
accordance with the provisions of this Chapter; 

"employer", "employee" and "contribution" have, in 
relation to superannuation funds, the meanings. 
assigned to those expressions in section 305 [58A} 
in relation to provident fWlds; 

(c) "ordinary annual contribution" means an annual 
contribution of a fixed amount or an annual con
tribution computed on some definite basis by refe
rence to the income chargeable under the head 
"Salaries", the contributions or the number of mem
bers of the fund. 

CHAPTER XXVI 

MISCELLANEOUS 

A-Miscellaneous provisions. 

Income which has once been charged to income~tax or Section 3r9. 
super-tax in the hands of anu person for any assessment Bar o_f double 
year shall not be charged again to income-tax OT super- :r:a:b.on.A~
tax, as the case may be, in the hands of the same person, c" c • 
either for the same assessment year or fOT a different (New] 
assessment year. 

(1) A notice or requisition under this Act may be serv- Scct'°n 3ao. 
ed on the person therein named either by post or as if it 8~~ 
were a summons issued by a court under the Code of Civil n!:t. C•- ~l 
Procedure, 1,908. 5 of rgoB. 

(2) Any such notice or requisition may be addressed-

(a) in the case of a firm or a Hindu undivided family, 
............ to any membe~ of the inn or to the mana
ger Or any adult male member of the family ; 

(b) in the case of a local authority, company, or other 
association of persons ............ , to the principal 
officer thereof ; 

(e) in the ea.a:e of any othe.- persoa1 (,aot being an indi
~dual), _ to the person jwho "iqes OT control, 
his affairs. ; 

18-1 Law Com./58. 
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Clauses ::S21-323 

tcti_on 32 \ (1) After a findin[ of total partition has been rec~rded 
no~;:ewhe~e by the Income-tax 01}ieer under section 181 [25A] in res
family is pect of any Hindu family, notices under this Act in respect 
dinupted or of the income of the Hindu famUy shall
firm etc., 1a 
diuolved. 
[New 

(a) in the case of a 1totice 11.nder section 154 [sub-section 
(1) of section 34], be served on all persons who were 
members of the Hindu family immediately before 
the partition and the tegal representative of any 
such member who is dtceased ; and 

(b) in other cases, be seroed an the person who was 
the last manager of the Hindu family, or, if such 
person is dead, then on all adults wh.o were mem
bers of the Hindu family immediately before the 
p!_lrtition. 

(2) Where a firm OT other association of persons ij dis
solved, notices u.ndeT this Act in respect of the 
income of the firm may be seroed on any person who was 
a partner (not being a minor) or member of the firm or 
association, as the case may be, immediately before iti dis
solution. 

~t\on 31111£ Where an assessment is to be made under secti~l85 
zioti~~\. 1:C [25(1)], or section 91(1) [section 25(3), latter half o sec
c;a.1e ~r dis- tion 25(4) main para, "latter half], the Income-tax cer 
eon~inued may serve on the person whose income. ... . .. . is io be 
bwinen. assessed, or in the case of a firm, on any person who 
[s. 115 (6)) was a member of such firm at the time of its dficon-

tinuance, or, in the case of • company, on the pri,ipar 
officer thereof, a notict contai~ing all or any of the re uire
ments which may be included in a notice under secti 143 
(2) [s. 22 (2)], and the provisions of this Act shall, far 
as may be, apply accordingly as if the notice were a riotice 
iss'bed under section 143 (2) [s. 22 (2)]. [ 

Section 32 3. (1) TheTe shall be endorsed -0n every document ¢hich 
M~~B of has been placed on the record by any lnconuMax aut,ority 
exhi its. the following particuiars, namely- i 
{New] . 

(a) the number of the case, 

(b) the name of the perSDn producing the docunient, 

(c) the date on which it wiis produced, and ! 

(d) a statement of its having been so placed op the 
record; 

and the endorsement shall be signed or initialled b~ the 
Income-tax authority. , 

' 
(2) Where any Income-tax authority bases any order or 

any part of the ordeT on any document, tTie Inconie-tax 
authority shall expre41ly ~\ a reference in its ;er to 
such document, giv~ part~Ts sufficient to identi the 
document. I I , 

• 
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ClaUS<! 324 

(1) Any assessee who is entitled or required to attend se,tion 324. 
before ............ any Income-tax authority in connection with Appear~c 
any proceedi~g under this Act otherwise than when req:uir- ~ ~::~[~~ed 
ed under section 136 [37] to attend personally for examma- tit. 
tion on oath or affirmation, may, subject to the other pro- (s. 61 (,) 
visions of this section, attend by an authorised representa• par1.J 
tive. 

(2) For the purposes of this section, "authorised repre- [ 6 sentative" means a person authorised by the assessee in p'~rt] 
1 

(i). 
writing to s:i,ppear on his behalf, being-

(i) a relative of or a person re&ularly employed by [s. • 61 (,JJ 
the assessee; or. pan] 

(ii) . 0 ........ any officer of a Scheduled Bank with which {s. 61 (::r)(i) J 
the assessee maintains a curtent account or has 
other regular dealings ; or 

(iii) any legal practitioner who is 
in any civil court in India; or 

(iv) an accountant ; ·or 

entitled to practise (s.6, (2)(ii)] 

[s. 61 (1) 
... ,1 

(v) any other person who, immt!diately before the [s." 6i (i) 
commencement of this Act, was a lawyer, an patt, and 
accountant or an Income-tax practitioner within 61 •(2) (iv)) 
the meaning of sub-s1ction (t) ,of section 61 of . 
the Indian Income-tax Act, 1922, and was actually u of 1g2:1 

practising as such. 

Explanation.-In this section, "accountant" means a[~: 61 (2) 
chartered accountant within the meaning of the Chartered <11

~] 

Accountants Act, 1949, and includes, in ~lation to any State, 38·or 1949 
any person who by virtue of the p71)Visions of sub-section I 
(2) of section 226 of the Companies Att1 1956, is entitled to 1 <tf 1956 
be appointed to act as an auditor of companies registered • 
in that State. 

(3) No person who has been diSlnissed from Govern- [s~•• 
ment service after the 1st day of Apri], 1938, shall be quali- m n 
fled to represent an assessee under s•b-section (l); and if P l 
any legal practitioner or ............ accountant is found guilty 
of misconduct in connection with anJ§ income-tax proceed
ings by the authority empowered to t8b disciplinary action 
against members of the pro.D:!ssion tb which he belongs, 

.he shall be thenceforward disqualified to represent 
an assessee ............ under sub-section (1). 

(4) ...... .If any person, other than a legal practitioner [s •. 6, 
or accountant, is found guilty of ........... misconduct in con- ;a~) 
nection with any income-tax proceeditgs by the prescribed 
authority, the prescribed aut,ty ~,direct that he shall 
be thenceforward disqualified' to rep _ bnt an assessee un-
der sub-section (1) : ' I -

(3) ,. .. 
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Clauses 324-329 

Provided that-

(a) no such direction shalJ be made in respect of any 
person unless he is given a reasonable opportunity 
of being heard ; 

(b) any person against whom such direction is rriade 
may, within one month of the making of the direc
tion, appeal to the Central Board of Revenue to 
have the direction cancell_ed ; and 

(c) no such direction shall take effect until one month 
from the making thereof, or, when an appeal is 
preferred, until the disposal of the appeal. 

[New] (5) A person disqualified to represent an assessee by 
virtue of the provisions of suO-section (3) of section 61 of 
the Indian Income-tax Act, 1922. shall be disqualified to 

11 of 19n. re_uresent an assessee under sub-section (1). 

Section 3~5. A receipt shall be given for any money paid or recover-
Receipi io ed under this Act. 
be given. 
[s. 62] 

Seetirm <pfi. 
Indemnity. 
f $. 65} 

Every person deducting, retaining, or paying any • tax 
in pursuance of this Act in respect of income belonging to 
another person is hereby indemnified for the deduction, re
tention, or payment thereof. 

' 
Sectiun 3~7• No suit shall be brought in any civil co_urt to set aside 
B_ar 0fsui1s in or modify any assessment made under this Act, and no 
c,v~-] court. prosecution, suit or other proceeding shall lie against any 
[-~- ' officer of the Government for anything in good faith done 

or intended to be done under this Act. 

Sccl:on 32B. If on the 1st day of April in any assessment year pro
AcL to have vision has not yet been made by a Central Act for the 
~ff,·c

1
< 1'

1
° ~d- charging of income-tax or super tax for that assessn,,ent 

mg eg1s at1ve • ' h. A h II h I h ff ·1 h prol"ision for yea1. t is ct s a nevert e ess ave e ect untt sue pro-
charge of tax. vision is so made as if the provision in force in the preced• 
[s. 67 BJ ing assessment year or the provision proposed in the •Bill 

then before Parliament, whichever is more favourable to 
the assessee, were actually in force. 

B-Rules. 

Section 3i9. U) The Central Board of Revenue may. subject to the 
Po~er I m control of the Central Government, by notification in tke 
ma _e rues. Gazette of India, make rules for carry.ing out the purposes 
(s • ..,9] of this Act and .for the _ascertaiµment and determinatiop of 

any class of income. SUfh rulesimaJ,: be made for the wpole 
of India or for such part thererf as may be specified. i 
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Clouse 329 

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

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

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

(ii) persons residing out of India; 

(b) 

(c) 

(d) 

(e) 

provide for the determination of the value of any 
perquisite chargeable to tax under this Act in such 
manner and on such basis as appears to the Ceritral 
Board of Revenue to be proper and reasonable; 

prescribe the procedure to be followed on applica-
tions for_ refunds; 

prescribe the procedure for giving effect to the 
terms of any agreement for the granting of relief 
in respect of double taxation or for the avoidance 
of dauble taxation which may be entered into by 
the Central Government under this Act; 

provide fo1' the maintenance of a register of persons 
other than legal practitioners or accou:ti . .tants as 
defined in section 324(2), Explanation (6l]J practis
'ilng before Income ... ta.x authorities and for the con
stitution of, and procedure to be followed by, the 
authority 1'eferred to in sub-section (4) of section 
324 (61]; 

(f) provide for the issue of certtficates verifying the 
payment of tax by, d.ssessees; • 

(g) proviPe for any matter which by this Act; is to be 
or may be prescribed. 

where the income ........... UaJ:>le to tax cannot be efinitely 
(3) In cases cotning un,der clause (a) of sub-se*ion (2), 

ascertained, or can be ascertained only with an a ount of 
trouble and expense to tht ,assessee which in thei_ opinion 
of the Central Boatd of Revenue is unreasonable, iple rules 
made under that sub-sectiort may- , 

(a) prescribe methods by which an estimate !of such 

(b) 

income ........... may be made, and 

in cases coming under sub-c1ause (i) of clause (a) 
of sub-section (2), prescribe the proportio~ of the 
income which shall be deemed to be income ........ . 
liable to tax ; 

shall be Q.eemed tj be d made in accordance ith the 
and an assess~nt bi on such estimate or pf portion 

provisions of this ,ct. 
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( 4) All rules made under this section shall be laid 
before each House of Parliament as soon as may be after 
they are made, and shall be stbject to such modifications 
as Parliament may make in the session in which they are 
so laid or the session immediately foUowingJ 

C-Transitional provisions and repeal' 

THE FIRST SCHEDULE 

INSURANCE BUSINESS 

(See section 44) 

A-Life insurance· business. 

Rule 1. . In the case of a person who carries on or at any time 
_Profits of hfe in the previous year carried on life insurance business, the 
insurance fits d • f h f th b • sh ll business 10 be pro an gams o sue person rom at usmess a 
computed be computed separately from his ........ profits and gains 
separately. from any other business. 
[Schedule, 
Rule t] 

Rule 2. . (1) The profits and gains of life insurance busipess 
Computation shall be taken to be the greater of the following-
of profih of 
life insurance 
business. 
[Schedule, 
Ru!e 2) 

4 of 1938 

(a) the gross external incomings of the previous year 
from that business, less the management expenses 
of that year...... .. . , 

(b) the annual average of the surplus arrived a~ by 
adjusting the surplus or deficit disclosed by the 
actuarial valu.-tion mqde in accordance with the 
Insurance Act, 1938, ii ·respect of the last i ter• 
valuation period endint before the commence ent 
of the asses~nt yeaf, so as to exclude f it 
any surplus or deficit included therein which as 
made in any earlter inter-valuation period and;any 
expenditure w1Lich is npt deductible under t,
visio.ns of sectio~s 30 ~ 40 [Sec~jon~ regardin de
duct10ns for bU6mess] itl.·computing income c ge. 
able under the :head "Profits and gains of busi es.<;, 

I 
. . » pro ession or vocation ... , ....... . 

(2) . .. .. .. .The aniount to be allowed as managelent 
expenses under sub-rule (1) shall not exceed the aggr;fate 
of the following-

( a) 7½ per cent. of the premiums received duringi the 
previous year in respec.t of single premium! life 
insurance poliqies;. .. . ..... ... . ____i_____ 

•. No> dnf>«l. So, no>~, f adi9fnr,.,;mpnrt~• pn;nu. I 
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(b) in respect of the firit year's premiums received 
in respect of other lif~ insurance policies for which 
the number of annual premi~s payable is less than 
twelve, or for which 'the n_utnber of years during 
which premiums are :payable is less than twelve, 
for each such premium or each such year 7 ½ per 
cent. of such first year's premiums received during 
the pTevious year; .......... . 

(c) 90 per cent. of the first year's premiums received 
during the previous year in respect of all other 
life insurance policiesj .. 

(d) in respect of all renewal prerqiums received during 
the previous year, an. amount calculated at such 
percentage thereof as is pertnissible under sub
section (2) of section 40B of· the Insurance Act, 

Sea I 

1938, as reduced by any ell:penditure which is 4 qf 1938 

not deductible under· section$ 30 to 40 [sections 1 

regarding business dtductiont] in computing in-
come chargeable undt-r the hflad "Profits and gains 
of business, professi.<m or vocation". 

[Schedule. rule 2]- uccion, 
In computing the surplus for • tlle purpose of rule 2, ij' ,. 

cdul,, 
(a) four-fifths of the amounts paid- to or reserved for c 3] 

or expended on behalf of Policy-holders shall be 
allowed as a deduction: 

••• ••• ••• • •• 
Provided.. . .. that if ~y a~unt so reserved for 

. policy-holders ceases to be so reserve!d, and is not paid to 
or expended on behalf of po~y-holdelr$, that proportion of 
such amount (one-half or folt,r-fifths .. as the case may be) 
if it has been previously allowed as a, deduction under this 
Act or under the Indian lnct::>.me-ta.t· Act. 1922, shall be 11 of 1922 

treated as part of the surplut for thd Period in which the 1 
said amount ceased to be so r~rved: • 

(b) any amount either '""'1'itten 
accounts or through tile act 
sheet to meet depreci+,tion of 
tion of investments sllall be 
and any sums taken :credit 
actuarial valuation balance 
appreciation of or gaibs on t 
ments shall be included in t 

, or reserved in the 
jp.} valuation balanct:: 
t loss on the realisa
♦wed as a deduction, 
r in the accounts or 

et on account of 
l'ealisation of invest

e· surplus : 

Provided that if upon iq.vestigatfan it appears to, the 
Income-tax Officer after consltltation ivlth the Controller of 
Insurance that having due regard 1o. the necessity for 
making reasonable provision for bOlt,Uses to participating 
policy-holders and for conlnciesj· he rate of interest or 
other factor employed V1 rmini the liability in res
pect • of outstanding policies. m•te y inconsistent with 
the valuation of investmen&lt _., . • ~ally to red~ tie 

• ' 
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surplus, such adjustment shall be made to the allowance 
for depreciation or to the amount to be included in the 
surplus in respect of appreciation of such investments as 
shall increase the surplus for the purposes ol these pro• 
visions to a figure which is fair and just; 

ic) (i) interest received during the inter-valuation 
period in respect of any securities of the Cen
tral Government which have been issued or 
declared to be income-tax free, shall not be 
excluded, but 

(ii} no income-tax shall be payable on the annual 
average of the amount of such interest . ... 

Rule 
4

. Where for any year an assessment of the profits of life 
AdJustmrnt msurance business is made in accordance with the annual 
of tax P'.3i<l average of a surplus disclosed by a valuation for an inter
by deducuon valuation period exceeding twelve months, then, in com
at source. puting the income-tax payable for that year, credit shall 
[Sch., Rule 41 not be given in accordance with section 207 (Section 18 (5), 

rnain para, part regarding credit for tax deducted at 
source] for the income-tax paid in the previous year, but 
credit shall be given for the annual average of the income
tax paid by deduction at source from interest on securities 
or otherwise during such period. 

B-Other insurance business. 

Ruk 5. The profits and gains of any business of insurance other 
Computation than life insurance shall be taken to be the balance of 
ofhpro~t5 of the profits disclosed by the annual accounts, copits o{ 
~~/~u~::t which are required under the Insurarice Act, 1938, :r be 

furnished to the Controller of Insurance, subject t the 
[Sc~., Rule 6 1·ollowing adjustments-
earh~r half 
part] 
4 of 1938, 
[New] 

11 of 19:zz 

"[Sch., Rule 6, 
~arlier half 
parl} 

(a) any sum written otrin the accounts as represe,iting 
depreciation of any building, machinery, plalt or 
furniture used for the purposes of the business 
shall be aHowed as a deduction, whether such· sum 
'is or i.<; not admissible under the provisions o~sec
tion 32(1) clauses (i) artd (ii) (10(2) (viJ}, s feet 
to the condition that the aggregate of all such d duc
tions allowed under this Act or under the !?tdian 
Income~tax Act, 1922, ,0r under any Act repealfd by 
that Act or under exeautive orders issued wheti- the 
Indian Income-tax Act, 1886, was ht force, shall, in 
no case, exceed the original cost to the assesst?e of 
the building, m.achine?'y, plant or furniture. ai the 
case may be; 

• (b) subject to the other pFovisions of this rule, an,1 dt>.
duction which is not admissible under the provi:
sions of sections 30 t~ rsections rega.ding fusi
ness deductionp] in c • uling th.e profits and ai?'IS 
of a business 4,GU be ~ back: 
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(c) any amount either writte1t. off or resen,ed in the [Scb.,Rulc6' 
aCcounts to meet dep~ciation of OT loss on the rea- lat~r ~l~ 
lisation of investments shall b6 11llowed as a deduc- R~1e 3(b)T 
tion, and any sum.s talfen credit JOT in the accounts 
on account of apprecia.tion of OT gains on the rea-
lisation of investment, shall be treated as part of 
the profits and gains. 

C-Other provisions. 

(1) The profits and gains of the branches in India of Rule 6 . 
. a person not resident in India tnd carrying on any business P'"?fits f =d 

f · · h b f 1· bl d t gains o non· o insurance, may, 1n t e a sence o more re ta e a a, resident per• 
be deemed to be that proportion of the world income of 9on. 
such person which corresponds to the proportion which his [Sch. Ruic a, 
premium income derived from India bears to his total para 'i] 
premium income. 

(2) F:>r the purposes of thls rule, the world income in [Sch., Rules, 
relation to life insurance business of a person not resident para 2] 
in India shall be computed in the manaer laid down in this 
Act for the computation of the profits and gains of life 
insurance business carried on in India. 

(1) For the purposes of rules 1 to 6 [other rules regard- rui~ 7• 
ing insurance business] and of this rule,- 1?;:,'reta• 

(i) "gross external incomings" means the full amount [sc•., Rule 
of incomings froin interest, dividends, fines and s(ii)] 
fees and all other incomings from whatever 
source derived ( except premiums received from 
policy-holders and interest and dividends on any 
annuity fund), and includes also profits from re• 
versions and on the sale or tlle granting of annui-
ties, but excludes profits on the realisation of in
vestments: 

Provided that incomings, i,ncluding the annual value o! 
the property occupied by the assessee. which but for the 
provisions of section 44 [10(7)) would have been assessable 
under the head "Income from house property", shall be 
computed in the manner applicable to income chargeable 
under that head, and that there shall be allowed from such 
gross incomings such deductioiis as are permissible in res
·~ect of income chargeable under that head; 

(ii) "investments'' includes see11.ri.~ies, stocks 
shares; 

i 
and [Scli., Rule s 

(v) i:nodificd] 

(iii) "management expenses" means the full amount [~~ij 
of expenses (including commissions) incurred ex• 5 11 

elusively in the management of the business of 
life insurance. and in the case of a company carry-
ing on other classes of business as well as 
the business of life f·. suranviin addition thereto 
a fair froportion o.f . he ex incurred in the 

, genera manageme t of t ej whole business. 
; 

Rule· 
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[Sch., Rule 
5(iv)] 

4 of 1938 

[New] 

[New] 

Rule r. 
Definitions. 

[s. 3(4), 
Bengal 
Public D<:• 
mands Reco• 
very Act, 
1913 (Bengal 
Act 3 of 
1913]1 
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Bonuses or other sums paid to or reserved on 
behalf of policy-hc>lders, depreciation of, and 
losses on the realisation of investments, and any 
expenditure other than expenditure which may 
under ~he pro':'isions of se<:tions 30 to 40 [Sections 
regarding business deductions] be allowed for in 
computing the profits and gains of a business, are
not management expenses for the purposes of 
rules 1 to 6 [ all other rules regarding insurance 
business] and of this rule; 

(iv) "life insmrance business" means life insurance 
business as defined in clause (11) of section 2 of 
the Insurance Act, 1938; 

(v) "rule" mea:ns a rule contained in this Schedule. 
' (2) References in rules 1 to 6 [other rules regard.Jog in-

surance business] and in this rule to the Insurance Act, 
1938, OT any provision thereof, shall, in relation to t1ie Life 
Insurance Corporation of India, be construed as refetences 
to that Act or provision as read with section 43 of tije Life 
Insurance Corporation Act, 1956. 

THE SECONP SCHEPULE' 

PROCEDURE FOR RECOVERY OF TAX 

[See section 231 (1)] 

PART I 

General provisions. 

In this Schedule, unless the context otherw; re
qmres,-

(a) "certificate" means a ,certificate received by t e Col
lector from '1e Income-tax Officer for the r very 
of arrears under this Schedule ; 

(b) "defaulter" means the assessee mentiond 
certificate ; 

ln the 
I 

(c) "execution", in relation to a certificate, me ns re• 
co very of an-ears in; pursuance of the certi ate ; 

(d) "movable pr«,perty" fncludes growing crops ' 

(e) "officer" means an officer authorised to m ke 
attachment or sale under this Schedule ; a 

(f) "rule" means a rule cantainP.d in this Schedule. 

an 

1 The provisions contained in thit Schedule, thou1h new, have iot been, 
underlined for facility off ng. . ; , 

• This Act will herca r be 1ef<1e~ to as the "Bengal Aet'". 
• c;f. S. 2(13), C. P. 1 . 

' 
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When a certificate has been receivtJ(i- by the Collector Rule ~- Issue 
from the Income-tax Officer fot the retovery of arrears of Nolice. 
under this Schedule, the Collect.or shall !cause to be served (S. 7, Bengat 
upon the defaulter a notice req,bring ttic defaulter to pay Act] 
the amount specified in the certificate Within fifteen days 
from the date of service of the notice and intimating that 
in default steps would be takE!n to reti.lise the amount 
under this Schedule. 

No step in execution of a certificate shall be taken Ru!': l When 
until the period of fifteen days ,has elagsed since the date cemfi_~e 
of the service of the notice required by the preceding rule : ::,~uled. 

Provided that, if the Collector is satisfied that the 
defaulter is likely to conceal, remove or dispose of the whole 
or any part of such of his movable property as would be 
liable to attachment in execution of a: decree of a civil 
court, and that the realisation of the amount of the certi
ficate would in consequence be delayed or obstructed, he 
may at any time direct, for reasons to be recorded in 
writing, an attachment of the whole Of any part of such 
property 

Provided further that if the defaulter whose property 
has been so attached furnishes security to the satisfaction 
of the Collector, such attachment shall be cancelled from 
the date on which such security is acctpted by the Col-

rs. 13, 
Bengal Act l 

lector. . 

If the amount mentioned in the not~· is not paid within Rule i- Modt 
the time specified therein or .vi:ithin s ti. further time as of re,:ery. 
the Collector may grant in his discret on, the Collector~- Jtof ihe
shall proceed to realise the amaunt by (lne or more of the Re~e ue Re
following modes :- cove Act, 

1864 , (2 of 

•86·1· (a) by attachment and sale of the movable property of [S. r
1 

8'ngol 
the defaulter; Aet 

(b) by attachment and sale of the immovable pro- (S. ~• 0, The 
perty of the defaulter ; ~':e Je 

{c) by appointing a receive? of the property belonging ~J a;~w, 
to the defaulter; 

(d) by_ arrest and detentioq° of thejdefaulter in civil l' 
prison. - , 

There shall be recoverable, in the J)iioceedings in exe- Rule . Inte-
cution of every certificate - .-est, 1 costs 

' and 1chatge'-
recovt1ab!e. 

(a) such interest upon the tax to which the certificate [S.16; Bengal 
relates as is payable under this Act, and Act] 

This Act will ~reafter be refr~ to u tbr • 
• This Act will bereafler be rcferrcd u the • 
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(b) all charges incurred in respect of~ 

(i) the service of notice upon the defaulter to pay 
the arrears, and of warrants and other pro
cesses, and 

(ii) all other proceedings taken for realising the 
arrears. 

Rule 6. (1) Where property is sold in eXE'CUtion of a certificate, 
l'.urchase·,. 5 there shall vest in the purchaser merely the right, title 
(S!e·,m 'i) and interest of the defaulter at the time of the sale. even 
lk~gal Ac\ 1' though the property itself be specified. 

{S. :zo ;1), (2) Where immovable property is sold in execution of 
Bengal Aci l a certificate, and such sale has become absolute. the pur-

chaser's right, title and interest shall be deemed to have 
vested ir1 him from the time when the property is sold. 
and not from the time when the sale becomes absolute. 

Rule 7. Suit (1) No suit shall be maintained against any per-son 
.a1sainst l"ur- claiming title under a purchase certified by the Cd>llector 
~~~~"::taina~f; ,n the manner laid down in this Schedule, on ~he_ ground 
on ground ui' that the purchase was made on behalf of the plamhff or on 
purchase behalf of some one through whom the plaintiff claims. 
being made 
-on behall of (Z) N h. · h. 1· h II b • bt • plaintiff. 1 ot mg m t 1s sec ion s a ar a suit to o am 
[S. 21,Hengal a declaration that the name of any purchaser certified as 
Act J aforesaid was inserted in the certificate fraudulently or 

.Rule 8. 
Disposal of 
proceeds of 
-execution. 
[S. 26, 
Bengal Ac( J 

without the consent of the real purchaser, or interfere with 
the right of a third person to proceed against that property, 
though ostensibly sold to the certified purchaser, :On the 
ground that it is liable to satisfy a claim of such third per-
son against the real owner. ' 

(1) W_henever assets are realised, by sale _or ot~erwi~e 
in execution of a certificate, they shall be d1sposecl of m 
the following manner :-

(a) there shall first be paid to the Income-tax Officer 
the costs incurred by him ; 

(b) there shall, in the next place, be paid to the Income
tax Officer the amount due under the cettificate 
in execution of whieh the a~sets were realfzed ; 

(c) if there remains a balance after these surI1s have 
been paid, there shalJ be paid to the Incdme-tax 
Officer therefrom any other amount recoverable 
under the procedure provided by this Act which 
may be due upon the date upon which th€! assets 
,vere realized; and 

(d) the balance (if any) remaining after the P'-yment 
of the amoµnt (if _pny) referred to in clat.ise (c) 
shall be pai4 to the *faulter. I I 
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(2) If the defaulter disputes any claim made by the 
Income-tax Officer to receive any amount referred to in 
clause (c), the Collector shall determine the dispute. 

SCH. II 

Except as otherwise expressly provided in this Act, Ruk 9. 
every question arising between the Income-tax Officer and Gene;al. bar 
the defaulter, or their representatives, ~lating to the exe-!?00 J11f"d,c
cmion, discharge or satisfaction of a certificate duly filed C,vil Courts 
under this Act, or relating to the confirmation or setting save wher; 
aside by an order under this Act of a sale held in execu- fraud alleged. 
tion of such eertificate, shall be determined, not by suit, but [S.37, Bengal 
by_ order of the Collector before whom such question Act] 
arises : 

Provided that a suit may be brought in a civil court 
in 1 espect of any such question upon the ground of fraud. 

(1) All such property as is by _the Code of Civil Pro• Rule 10. l"ro-
cedure. 1908, exempted from attachment and sale in execu- ~riy exempt 
tion of a decree of a civil court shall be exempt from attach- :~i;:

1 
attach* 

merit and sale under this Schedule. 5 of ;go3 [S. 
(2) The Collector's decision as to what property is so 17, Bengal 

entitled to exemption shall be conclusive. ~~t] 
15

,), 

Bombay Act 
rs. ,o<>,[ 
Bombay Act) 

(1) Where any claim is preferred to, or any objection Rule _n._ 
is made to the attachment or sale of, any property in execu- Investigauoa 
tion of a certificate, on the ground that such property is by CQllector. 
not liable to such attachment or sale, the Collector shall ~hie l'i9' 
proceed to investigate the claim or objection : Beng'.al Act} 

Provided that no such investigation shall be made 
where the Collector considers that the claim or objection 
was designedly or unnecessarily delayed. 

(2) Where the property to which the claim or objec
ticn applies has been advertised for sale, the Collector 
ordering the sale may postpone it pending the investigation 
of the claim or objection, upon such terms as to security or 
otherwise as the Collector shall deem fit. 

(3) The claimant or objector must adduce evidence to [Rule 40, 
show that- Sch. ,II, 

Bcng-1 Act} 
(a) (in the case of immovable property) at the date 

of the service of the notice issued under this 
Schedule to pay the arrears, or 

(b) (in the case of movable property) at the date of the 
attachment. 

he had some int,erest in, or Was possessed of, the property 
in quest10n. 

(4) Where, upon the said investigation, the Collector is (Ruic 41, 
satisfied that, for the reason stated in the claim or qbjec- Sch

1

. JI, 
tion, such property was not, a~ the ~: date, in the pos- Ben I Act] 
session of the def

1
aulter or of s~me penr~ in trust for him 
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or in the occupancy of a tenant or other person paying 
rent to him, or that, being in the possession of the defaulter 
at the said date, it vvas so in bis possession, not on his own 
account or as his own property, but on account of or in 
trust for some other person, or partly on his own account 
and partly on account of some other person, the Collector 
shall make an order releasing the property, wholly or to 
such extent as he thinks fit, from attachment or sale. 

JRule 42, (5) Where the Collector is satisfied that the property 
Sch. II, was, at the said date, in the possession of the defaulter as 
Bengal Act) his own property and not on account of any other person. 

or was in the possession of some other person in trust for 
him, or in the occupe.ncy of a tenant or other person paying 
rent to him, the Collector shall disallow the claim. 

fRu!e 43, (6) Where a claim or an objection is preferred, the 
Sch. II, party against whom an order is made may institutEt a suit 
Bengal Act] in a civil court to establish the right which he cl$.ims to 

Rule 12. 
Removal of 
anachment 
on sansfac. 
tion or 
cancellation 
of certificate. 

the property in dispute; but, subject to the result Of such 
s~it (if any), the order· of the Collector shall be tonclu
sive. 

Where-
(a) the amount due, with costs and all charges and ex

penses resulting from the attachment of a•y pro
perty or incurred in order to hold a sale, at°e paid 
to the Collector, or 

[Rule 24,&h· b h .fl . II d JI, Bengal ( ) t e certi cate 1s cance e , 
Act] the attachment shall be deemed to be withdrawnjnd, in 

the case of immovable property, the withdrawal all. if 
the defaulter so desires, be proclaimed at his expe e, and 
a copy of the proclamation shall be affixed in the anner 
provided by this Schedule for a proclamation of sal of im
movable property.. 

Rule 13. The attachment and sale of movable property ind the 
Officer enti• attachment and sale of immovable property may b made 
tied to attach by such officers or class of officers as the Collect r may 
and sell. from time to time direct. ! 

~ •~ I 
latter part, i 
Bombay ' 

Rule 
14

_ Any deficiency of price which may happen o a re-Act.] ~ 
Defaulting sale by reason of the purchaser's default, and all e penses 
purchaser attending such re-sale, shall be certified to the C Hector 
answerable by the officer holding the sale, and shall, at the inst.nee of 
for 1~

0 ss on either the Income-tax Officer or the defaulter, be r~cover
;~,e-51,Sch. able from the defaulting purchaser under the procedure 
II, Bengal provided by this Schedule : 
Act} 

Provided that rsuch ~,plication shall be ente~tained 
unless filed within een ;lls from the date of retsale. 

' ' 
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(1) The Collector may, in his discretion, adjourn any Ru!e 15. 
:sale hereunder to a specified day and h♦ur ; and the officer ArlJo11rnmcnt 
conducting any such sale may in his discretion adjourn ~fsai~~ppage 
the sale, recording his reasons f'tir such adjournment : [Rule 

50
, 

Sch.II, 
Be~I Act] 

Provided that, where the sale is made in, or within 
the precincts of, the office of the Collector, no si.ich adjourn
ment shall be made without the leave of the Collector. 

(2) Where a sale of immovable property is adjourned 
under sub-rule (1) for a longer period than one calendar 
month, a fresh proclamation of sale under this Schedule 
shall be made unless the defaulter consents to waive it. 

(3) Every sale shall be stopped if, before the lot is 
knocked down, the arrears and costs (including the costs 
-of the sale) are tendered to the officer eonducting the sale, 
or proof is given to his satisfact:,i.on that,the amount of such 
arrears and costs has been paid to the Collector who ordered 
the sale. 

' Where an attachment has been made under this Sche- Rull'16. 
dule, any private transfer or delivery of the property Pr_iv e_ 
attached or of any interest therein and ~ny payment to the air: 1;:r

1
i 

<iefaulter of any debt, dividencl or other monies contrary ~nae cnt 
to such attachment, shall be void as against aU claims to bd void. 
-enforceable under the attachment. [S.64c.P.C.J 

[S. 1
1
,,Bcngal 

Act], 
No officer or other person having (4ly duty to perform Rul_c[ 17. 

in connection with any sale under ~!J Schedule shall, Pro!tJbition 
either directly or indirectly, b~ for, acquire or attempt to b~J 
acquire any interest in the property so14. p~rc gc b; 

offic _r. 
[Rul 5:t, 
Sch. II 
Ben 1 Act.] 

No sale under this Schedule shall t.Qk-e place on Sunday Ru! 18. 
or other general holiday recogtiised by the State Gov,em- Pro_ bition 
ment or on any day which had been nptified by the State~ l~da sale 
Government to be a local hoUday for1 1he area in which on 

6
1 YB· 

the sale is to take place. ~ ~- Act] 

Any officer authorised to •ttach or _sell any prnperty Ru!~••· 
or to arrest the defaulter or •charged, With any dut to ~ 1 r e 
be performed under this SchedQle, may,ar,ply to the o'Mcer. Y iec. 

in~charge of the nearest policei station'. fbr such assistance . 
.as may be necessary for preventing <t>struction to such 
officer in the discharge of his duties, ~d the authority to 
whom such application is rna~e ~al!Lcfepute a sufficient 
number of police officers for .q.inushi"F ! such assistance. 



Sett. II 282 

PART II 
Attachment and sale of movable property. 

Rule 20. Except as otherwise provided in this Schedule, when. 
Warrant. any movable property is to be attached, the officer shall be, 
[S. ~ (FimJ furnished by the Collector (or other officer empowered 
earlier part, by him in that behalf) a warrant in writing and signed 
~~ftas with his name specifying the name of the defaulter and the-

amount to be realised. 
Rule zi. Ser• The officer shall cause a cooy of the warrant to be serv-
v,_ce of copy ed on the defau!te:- -
ol warrant. • 
{S. 8 (First) 
l;:11ter part 
Madras AcL] 
Rule n . If. after service of the copy of the warrant the amount. 
A,tachmem. 1s not paid forthwith, the officer shall proceed to attach. 

- the movable property of the defaulter. 

Rule ~3- Where the property to be attached is movable pro
l'roperiy in perty (other than agricultural produce) in the possession 
defaulter's of the defaulter, the attachment shall be made by actual 
poss,:ssion. seizure, and the officer shall keep the property in his own 
i~~-!e H: custody or_ the custody of one of his subordinates and shall 
B,:ngal Act] be responsible for due custody thereof : 

Ru' c 24. 
Agr;cultura! 
produce. 
(Rule 16, 
Sch. II, 
Rrngal Act] 

Provided that when the property seized is subject to
speedy and natural decay or when the expense of keeping. 
it in custody is likely to exceed its value, the officer may 
sell it at once. • 

Where the property to be attached is agricultural pro
duce, the attachment shall be made by affixing a copy 
of the warrant of attachment-

(a) where such produce is growing crop,-on the land 
on which such crop has grown, or 

(b) where such produce has been cut or gathered,--on 
the threshing floor or place for treading out grain· 
or the like. or fodder-stack, on or in which it is de
posited. 

and another copy on the outer door or on some other con
spicuous part of the hcuse in which the defaulter ordirtarily 
resides, or with the leave of the Collector on the oute!"" 
door or on some other conspicuous part of the ho~ in 
which he carries on business or personally works for -gain,. 
or in which he is known to have last resided or carrjed on 
business or personally worked for gain. The produce ·shall 
thereupon be deemed to have passed into the possession of 
the Collector. 

Rule_ 25. (1) Where agricultural produce is attached, the Col
;'ro~;;:~1: lector shall make such arrangements for the custody, watch
r~l p:.OOuce ing. tending, cutting and gathering thereof as he may deem 
under attach• sufficient ; and the Income-tax Officer shall bear such sum 
ment. as the Collector shall require. in order to defray the cost 
l'R.ule 17, 
Sch. II, 
Bengal Ao:tl 

of such arrangements~ 
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(2) Subject to such eondiUons as may be imposed by 
the Collector in this behalf, either in the order of attach
ment or in any subsequent order, the defaulter may tend, 
cut, gather and store the produce and do any other act 
necessary for maturing or preserving it; and, if the default
er fails to' do all or any of such acts, any person appointed 
by the Collector in this behalf tnay, subject to the like con
ditions, do all or any of such acts, and the costs incurred 
by such person shall be recoverable from the defaulter as 
if they were included in the certificate. 

(3) Agricultural produce attached as a growing crop 
shall not be deemed to have ceased to be under attachment 
or to require re-attachment merely becaUSe it has been 
severed from the soil: 

(4J Where an order for the attaclment of a growing 
crop has been made at a considerable time before the crop 
is likely to be fit to be cut or gathereti, the CollectOl' may 
suspend the execution of the order for sllch time as he thinks 
fit, and may. in his discretion, make a further order prohi
biting the removal of 'the crop pending the execution of the, 
order of attachment. 

(5) A growing crop which from its nature does not admit 
of being stored shall not be attached UDder this rule at any 
time less than twenty days before the time at which it is 
likely to be fit to be cut or gathered. 

(1) In the case of- Rufi, G6. 

""" .... (a) a debt not secured by a negotiable instrument, aharfl-erc. 
()tuj, •• or (b) a share in the capital of a corporation, or Sc:ttedule n. 

(c) other movable property not in ;he _possession of the Beni,d ActJ 
defaulter except property deposited in, or in the cus-
tody of, any court, 

the attachment shall be made by a written order prohi
biting,-

(i) in the case of the debt-the creditor from recovering 
the debt and the deb1l>r from making ~ 
thereof until the further order of the Collector; 

(ii) in the case of the share-the person in whose name 
the share may be standing from: transferring the 
same or receiving any dividend thereon; 

(iii) in the case of the other moveable property (except 
as aforesaid}--the person in possession of the same 
from giving it over to the defaulter. 

(2) A copy of such order shall be affixed on some conspi
cuous part of the office of tl:t~ollect,1and another copy 
shall be sent, iri the case of debt, he debtor, in the 
case ·of the share, ·to the proper of) • corporation, ,and 

19-1 Law Com./58 ·, • 



SCH,. II 284 

in the case of the other moveable propc:;:ty (except as afore
said), to the person in possession of the same. 

(3) A debtor prohibited under clause (i) of sub-rule (1) 
may pay the amount of his debt to the Collector, and such 
payment shall discharge him as effectually as payment to the 
party entitled to receive the same. 

Rule 27 (1) The attachment of a decree of a civil court for the 
Auachment payment of money or for sale-in enforcement of a mortgage 
of decree. or charge shall be made by the issue lo the civil court of a 
[S.19, Bengal notice requesting the civil court to stay the execution of the 
Ac1J decree unless and until- • 

5of1go8 

(i) the Collector cancels the notice, or 
(ii) the Income-tax Officer or the defaulter applies to 

the court receiving such notice to execute the decree. 
(2) Where a civil court receives an application under 

clause (ii) of sub-rule (1), it shall, on the application of the 
Income-tax Officer or the defaulter, and subject to the provi
sions of the Code of Civil Procedure, 1908, proceed to execute 
the attached decree and apply the net proceeds in satisfac-
tion of the certificate. • 

{3) The Income-tax Officer shall be deemed to be the re
presentative of the holder of the attached decree, and to be 
entitled to execute such attached decree in any manner 
lawful for the holder thereof. 

Ruk 28 Where the property to be attached consists of the share 
!:~:;b!e in or interest of the defaulter in movable property belonging to 
propertv him and another as co-owners, the attachment shall be made 
{Rule •19• b_y a not.ice to the_ defaulter prohi~itin~ him from transfe!'
Schcdule rr, ring the share or mterest or chargmg 1t in any way. 
Bengal Act] 
Ruic 29. Sal
ary of 
Goverment 
servants. 
5 of 1908 
[Rule 20, 
Schedule II, 
Bengal Act) 

Attachment of the salary or allowances of servants of 
the Government or a local authority may be made in the 
manner provided by rule 48 of Order 21 of the First Schedule 
to the Code of Civil Procedure, 1908, and the provisions of 
the said rule shall, for the purposes ::if this rule, apply sub
ject to such modificatkms ;:;s may be necessary. 

Rule 3o. Where the property is a negotiable instrument not depo
-;;?~~;;:i~nb\e sited in a court nor in the custody of _a public offic!r, the 
in;trumenis. attachment shall be made by actual seizure, and the mstru
[Rule 21 • ment shall be brought before the Collector and held subject 
Schedule II, to his orders. 
Bengal Act] 
Rule 31. 
Attachment 
of property 
in custody of 
Court or 
public officer. 
[Rule 22, 
Schedule If, 
BcClpl Act] 

Where the property to be attached is in the custody of 
any court or public officer. the attachment shall be made by a 
notice to such court or officer, requesting that such property, 
and flny interest or dividend becoming payable thereon, may 
be held subject to the further orders of the Collector by 
whom the notice is issued : 

Provided that, where such property is in the custody 
of a court, any question of title or priority arising bf ween 
the Income-tax Offic,r and any other person, not be· g the 

' 

I 

•• 

' 
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defaulter, claiming to be interested in such property by 
virtue of any assignment, attachment or otherwise, shall 
be determined by such court. 

SCH. II 

In the case of attachment of mcvable property by ac- Rule y.i.. 

tual seizure, the officer shall. after f!ttachmcnt of the pro- Inventory. 
perty, prepare an inventory of all the property attached. [s. 9, Madras 
specifying m it the Ll«'..'.C' ,., :,en• io. is lodged or kept, and Act] 
shall forward the, same to the Collector. A copy of the in-
ventory shall be delivered by the officer to the defaulter. 

The attachment by seizure shall not be excessive, that !~11><:hn{\ 
• is to say, the property attached shall be as nearly as pas- not to b~ 

sible proportionate to the amount specified in the war- l"Xce~ive. 
rant. [s. 14, 

Attachment by seizure slfall be 
rise and before sunset and not otherwise. 

made after 
Madras :\ct] 

sun- Rule 34. 
Sr.zure bet-
ween sun-rise 
and sun-set. 
[s. 15, 
Madras Act] 
[s. 47, Bengal 
Act.] 

The officer may break open any inner or outer door Rule 35 _ 
or window of any building and enter any building in order Power 10 

to seize ·any movable property if the officer has reason break open 
able grounds to believe that such building contains mov- doors etc. 
able property liable to seizure µnder the warrant and the [s. 19 & io,

1 officer has notified his authority and intention of breaking Madras Act 
open i£ admission is not given. He :.!lall, ho\.vever, give all [s. Y, Bengal 
reasonable opportunity to women to withdra·w. Aci 

Sale 
The Collector m2.y direct that ::my movable properLy Rulqf.Sa!c. 

attached under this Schedule or such portion thereof as may ~~~~1.;iI 
seem necessary to satisfy the certificate shall be sold. B{'ngal Act] 

When any sale of movale property is ordered _by the R_ule 37. Issue 
Collector, the Collector shall issue a proclamation, in the ~1 proclama
language of the dis:rict. of the intended sale. specifying [~~~6.5c, first 
the time and place of sale and whether the sale is subject para, Bombay 
to confirmation or not. Act.) 

(1) Such proclamation shall be made by beat of drum R
1
ute s~- rro-

h d 
c amauon 

,or ot er customary mo e.- how made. 
(a) in the ca:,e of J.)roperty attached by actual seizure- [s. 16.5, 2nd 

(i) in the village in which the property was seized. ~j• Bombay 
or if the property was seized in a town or city, Gt 

then in the locality in which it was seized. 
and 

(ii) at such other places as the Collector may direct; 
(b) in the ease of property attached otherwise than by 

actual seizure, in such places, if any, as the Col-
lector may direct. (RoJert7,read 

(2) A copy of the proclamatton shal!i_ also be affixed on.S~t;h: 1i 
.a conspicuous part of the office:ff the \fcflector. Be. ..Act] 
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Rulelr Sale Except where the property is subject to speedy and 
f~;. teen ~at~ral decay or ~en the espense of keeping it in Wstody 
{RUie 4!:Sch. is hkely to exceed its value, no sale of moveable prloperty 
II, Bengal under this Schedule shall, without the consent in writing of 
Act.us- 167, the defaulter, take place until after the expiry of at least 
Born ~~rl fifteen days calculated from the date on which a oopy of 
~~s 2~~t.} • the sale-proclamation was affixed in the Collector's office. 

!tie a\~\~e (1) Where the property to be sold is agriculturtll pro
tural produce. duce, the sale shall bt held,-
[Rule 55: 
Sch. II, 
Bengal Act. J 

(a) if such produee is a growing crop-on or near the 
land on whith such crop has grown, or 

(b) if such produce has been cut or gathered-at or 
near the threshing-floor or place for treading out 
grain or the like, or fodder-stack, on or in which it 
is deposited : 

Provided that the Collector may direct the sale to be 
held at the nearest place of public resort, if he is of opinion 
that the produce is thereby likely to sell to greater advant
age. 

(2) Where, on the produce being put up for sale,-

(a) a fair price. in the e.timation of the person holding 
the sale, is not offered for it, and 

(b) the owner of the ,F.oduce, or a person authorised 
to act on his behalf, applies to have the sale post
poned till the next day or, if. a market is 1held at. 
the place dI sale, the next market day, . 

the sale shall be pootponed accordingly, and shall be then 
completed, whatever price may be offered for the J:f:oduce. 

Rul . Spe (1) Where the property 'to be sold is a growing crop 
ciatJ~~isi- • and the ~rop from its nature admits of being stored: but has 
ons relating not yet been stored. the day of the sale shall be Jio fixed 
10 gi-ow1ng as to admit of the crop being made ready for storin before 
crops. the arrival of such day, and the sale shall not be h ld until 
J~~~ule Sfi. the crop has been cut or gathered and is ready for-storing. 

Bengal Act.) (2) Where the crop from its nature does not admit of 
being stored or can be sold to a greater advantaJte in an 
unripe state (e.g., as green wheat). it may be soli before 
it is cut and gathered ; and the purchaser shall be entitled 
to enter on the land, and to do all that is necessary for the 
purpose of tending or cutting or gathering the crop. 

R 1 2. Sale The property shall be sold by public auction in one or 
10u~ ty auc- more lots as the officer may consider advisable, and if the 
tion. amount to be re,ed by~e is satisfied by the rle of a 
(s. 11g, Mad- portion of the pr rty, t l-e shall be immediet ly stop-
rM Act.) ped with respect the ainder of the- lots. 

' . 
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(1) Where movable property is solq by public auction, Rule 43: ~ale 
the price of each lot shall be faid .-t t1'e time of sale or by _,ubhc 
as. soon aft.er &i the officer hq&ding ~ &ale directs, and aucti n. 
in default of payment the pr~perty ~•ll forthwith be [Rulo 57, 
resold. Schedule II, 

Bengal Act.] 

(2) On payment of the pqrchase-rponey, the officer 
holding the sale shall grant a certificate specifying the 
property purchased, the price paid and: the name of the 
purchaser, and the sale shall Mcome absolute. 

(3) Where the movable property to be sold is a share in 
goods belonging to the defaultfjr and a co-owner, and two 
o: more persons, of whom one is such co-owner, respec
tively bid the same sum for such property or for any lot, 
the bidding shall be deemed to be the bidding of t~e co-
owner. 

No irregularity in publishing or conducting the sale Ru1e:44; Iri-e
of movable property shall vitiate the sale, but any person ~ty not to 
sustaining substantial injury by reason of such irregularity b~:a!Y s;!:~ 
at the hand of any other person may institute a suit in a son iojured 
civil court against him for compensation, or (if such other may •ue. 
person is the purchaser) for the recovery of the specific pro- fRult 58, 
perty and for compensatiQn m default of such Schqlu.le n, 
recovery. Benff'I [Ac::1.J 

Notwithstanding anything contained in this Schedule, Rule .. 45: 
where the property to be sold iJ a negotiable instrument or !~~~~5 
a share in a corporation, the CoUector tJlaY, instead of direc- and !lhares in 
ting the sale to be made by public au,:!•ion, authorise the corporations. 
sale of such instrument or share through a broker. [Order 21, 

Rule 76, 
C:.t'.C.] 

Where the property attached is current coin or cur• Rule'.¢: Ord· 
rency notes, the Collector may, at any time during the ~e~'ror :fu 
continuance of the attachment, direct that such coin or or currency 
notes, or a part thereof sufficient to ~isfy the certificate, noiu to the 
be paid over to the Income-tax Officer. Jncotne-ta1C 

Officer. 
[~r :H, 
Ru1e 56, 

PART Ill C.P.C.J 

Attachnnent And Sale of Immovable Property. 
Attachnient. 

Attachment of the immovable property of the defaulter Ru1e 47: 
shall be made by an order prohibitinC th.e defaulter from Attachment. 
transferring or charging the property in any way and pro--
hibiting all persons from taking any benefit under such 
transfer or charge. 

A copy of the order of at4lchment shall 
the defaulter. 

be served on Rule 48: Ser• 
vice of notice 
ofa~hment 
[S. , Mad· 
nu ct.] 
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Rule 4~ i The order of attachment shall be proclaimed at some 
P,~odamauohn place on or adjacent to the property attached by beat of 
o attac•d h 
ment. rum or ot er customary mode, and a copy of the order 

shall be affixed on a conspicuous part of the property and 
on the notice board of the Collector's office. • 

Rule 50: A1- Where any immovable property is attached under this 
1~hment6 

1~ Schedule, the attachment shall relate back to, and take 
~~~:~ 1,{' d~~;, ~ffect from. the date on which the notice, to pay the arrears, 
of s<'rvice of issued under thts Schedule, was serveu upon the defaul• 
not;ce. ter'. 

Sale 
Rule 51: Sale (1) The Collector may direct that any immovable pro- ~ 
~n~)ionprocl~i· perty which has been att~ched, or such portion thereof as 
sak. may seem necessary to satisfy the certificate, shall be sold. 
[Ruk 44, 
Sch. !I, 
Brn~al Act.] 

[Rule 46{1): (2) Where any immovable property is ordered to be 
Sch. 1!, sold, the Collector shall cause a proclamation of the intend
lknga! Aci.] ed sale to be made in the language of the district. 

Ruk 5'l, A proclamation of sale of immovable property shall be 
Cnn;cms . of drawn up after notice to the defaulter, and shall state the 
~;~1;m;~1

(~;: ti~e and ~lac~ _?f sale. and shall specify, as fairly and ac-
Sch. 0 . cu1 ately as poss1ble,-
Renga! Ari.] (a) the property to be sold; 

(b) the revenue, if any, assessed upon the property or 
any part thereof ; 

(c) the amount for the recovery of which the sale i:; 
ordered; and 

(d) any other thing which the Collector consiPers it 
material for a purchaser t.o know, in order to 
judge the nature and value of the property. 

Ru'c 53: (1) Every proclamation for the sale of immovable pro-
Mode 01· pcrty shall be made at some pla·ce on or near such property 
~;akin

1
~ rrn• by beat of drum or other customary mode, and a copy of 

ama ,on. the proclamation shall be affixed on a conspicuous part of 
~~i~k it the property and also upon a conspicuous part of the office 
Bengal Act.], of the Collector. 

(2) Where the Collector so directs, such proclamation 
shall also be published in the Official Gazette or in a local 
ne,vspaper, or in both; and the cost of such publication shal! 
be deemed to be costs of the sale. 

(3) Where the property is divided into lots for the 
purpose of being sold separately, it shall not be necessary 
to make a separate proclamation for each lot, unless pro
per no'tice of the sale cannot, in the opinion of the Collec
tor, otherwise be given. 

-------·- ·------
•. Cf. seclion 28(7), Provincial Insolvt'ncy Act, 1920, and s«ction 51 

Presidency Towns lnsolvt>t1Cf Act, 1909, 
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No sale of immovable property under this Schedule ~_ule M/ 
shall, without the consent in writing of the defaulter, take 1 113?-e o sale. 
place until after the expiration of at least thirty days cal- ~Rule 4,8, 
culated from the date on which a copy of the proclamation ~h. 1 A Jij 
of sale has been affixed on the property or in the office of nga ct. 
the Collector, whichever is later. 

The sale shall be by public auction to the highest bid- ~ule 55 : 
der and shall be subject Jo confirmation by the Collector. Sale_t◊ be by 

aucuon. 
(S. g6 (First 
partl Madras 
Act. 

(1) On every sale of immovable property, the person Rule . 56; 
declared to be the purchaser shall pay, immediately after Depos.t by 
such declarat_ion, a deposit of twenty-five per cent. on !he ~~dchr:~Ie in 
amount of his purchase money, to the officer conductmg def,u,Jt. 
the sale, and, in default of such deposit, the property shall [Rule f-8, 
forthwith be re-sold. Sch, II, 

Bengal Act.] 
(2) The full amount of purchase money payable shall Rule 69: 

be paid by the purchaser to the Collector on or before the Sch. II. 
fifteenth day from the date of the sale of the property. Bengal Ac1.J 

In default of payment within the period mentioned in Rule 57.: 
the preceding rule, the deposit may, if the Collector thinks ~ure ~f 
fit. after defraying the expenses of the sale. be forfeited to p!yll"le~t 
the Government, and the property shall be re-sold, and the R 1 •

0 defaulting purchaser shall forfeit all claims to the property ici. e 7 If, 
or to any part of the sum for which it may subsequently Bengal Act.] 
be sold. 

All persons bidding at the sale shall be required to Rule 58 : 
declare if they are bidding on their own behalf or on behalf A_uthority 10 

of their principals. In the latter case they shall be required bid. 
tc. deposit their authority. and in default their bids shaH [S. J6 (Fifth) 
be rejected. Ma ras Act.] 

(1) Where immovable property has been sold in execu- Rule 59: 
tion of a certificate. the defaulter. or any person whose AppEcatio_n 
interests are affected by the sale, may, at any time within w, ",c. aslde 

• f f h I C II sa e o immo-thirty days rom the date o t e sale. app y to the o ector vable prope• 
to set aside the sale, on his depositing- rtv on depo-

(a) for payment to the Income-tax Officer, the amount sii. 
specified in the_proclamation of sale as th~t f~r the b!riaa~~c•.) 
recovery of which the sale was ordered, with mter- • 
est thereon at the rate of six and a quarter per 
cent. per annum, calculated from the date of the 
proclamation of sale to the date when the deposit 
is made; and 

(b) for payment to the purchaser, as penalty, a sum 
equal to five per cent. of the purchase-money, but 
not less than one rupee. 

(2) Where a person makes an application under the 
next rule for setting aside the sale of his immovable pro
perty, he shall not, unless he Withdrawa; that application. 
be entitled to make or prosecute an application under this 
rule. • 
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Rule. . 6o: Where immovable property has been sold in execution 
~ppl~~ti~de of a certificate, the Income-tax Officer, the defaulter, or any 
5a1/...,ri:'~o- person whose interests are affected by the sale, may, at 
vablc proper- any time within thirty days from the date of the sale, ap
ty on ground ply to the Collector on the ground that notice w~ not 
ofnon-_service served on the defaulter to pay the arrears as required. by 
?~:1:r1t/r this Schedule or on the ground of a material irregularity 
[S. 23, Bengal in publishing or conducting the sale : 
Act.] 

Provided as follows :-

( a) no sale shall be set aside on any such ground 1.m
less the Collector is satisfied that the applicant has 
sustained substantial injuiry by reason of the non
service or irregularity; and 

(b) an application made by a defaulter under this ru1e 
shall be disallowed unless the applicant dEt'>Osits 
the amount recoverable from him in execution of 
the certificate. 

Rule 61 : At any time within thirty days of the sale the pur
Setting aside chaser may apply to the Collector to set aside the sale on 
d~:u1te't1i~~ the ground that the defaulter had no saleable interest in 
no ,akab!e the property sold. 
interest. 
(s. 24, Bengal 
Act.} 
Rule 62: (1) Where no application is made for setting asi~e the 
Confirmation sale under the foregoing rules or where such an a;,plica
ofsale. tion is made and disallowed by the Collector, the Collector 
[s. 25,Bcngal shall (if the full amount of the purchase-money ha~ been 
Act.] paid) make an order confirming the sale, and, thereupon, 

the sale shall become absolute. 
(2) Where such application is made and allowet and 

where, in the case of an application made to set asi e the 
sale on deposit of the amount and penalty and charg . the 
deposit is made within thiey days from the date <>f the 
sale, the Collector shall make an order setting aside the 
sale : 

Pr.ovided that no order shall be made unless notice of 
the application has been given to the persons afected 

Rule li3:Re• thereby. 
turn of pur- Wh I - ab] t · "d chase money ere a sa e of 1mmov e proper y 1s .set as1 e, any 
in certain money paid or depOllited by the purchaser on accotmt of 
cases. the purchase, together with the penalty, if any, deposited 
1Rile H' for payment to the purchamer, and such interest as the 
&0 ga1 Act.]' Collector may allow, shall be paid to the purchase,. 
Rule 64: Sale 
certificate. (1) Where a sale of imm0vable property has become 
1~~.le ~1: absolute, the Collector shall grant a certificate specifying 
Bengal Act.) the property sold, and the name of the person who at the 
(s. 38 (5J, time of sale is decl~d to bEi the purchaser. , 
~a;18:1,8 :::,;~ (2) Such certificfe shaU! ~ar date the day on fwhich 
bay Act.) the sale became absorte. ( I 
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(l} Where an order for~ sale of immovable property Rule 65: 
has been made, ii the defaulter can. iatisfy the Collector l'qstpone• 
that there is reason to belie~ that Ule amount of the cer- ~te~:,t 
tificate may be raised by the mortgage or lease or private d<iraulter to 
sale of such property, or some part thereof, or of any other r•$e amouru 
immovable property of the defaulter, the Collector may, d!Je ·bder 
on his application, postpone the sale of the property com- cc:Tti u:. 
prised in the order for sale, on sucli. terms and for such ~R~!e ~:1 
period as he thinks proper, to enable him to raise the ~al Act.j 
.amount. 

(2) In such case the Collector shall grant a certificate 
to the defaulter, authorising him, witlµn a period to be men
tioned therein, and notwithstanding anything contained in 
this Schedule, to make the proposed mortgage, lease er 
.sale: 

Provided that all moneys payable under such mortgage, 
lease or sale shall be paid, not to the defaulter, but to the 

•Collector : 

Provided also that no mortgage, lease or sale under 
this rule shall become absolute until it has been confirmed 
by the Collector. 

Every re-sale of immovable property, in default of ~ay- R.Lile 66: 
ment of the purchase-money within the period allowed for Fteffl procla• 
such payment, shall be made after the issue of a fresh ir,uion before 
proclamation in the manner and for the period hereinbefore ~sale. 
provided for the sale. [IJ.u!e 71, 
• ~ I~ 

Where the property sold is a share of undivided immov- Bengal Act.] 
able property, and two or more persons, of whom one is a :t_1d~

,co-sharer, respectively bid the same sum for such property rlr to have 
or for any lot, the bid shall be deemed to be the bid of the ptefei:ence . 
. co-sharer. 

PART IV 

Appointment of receiver. 

rB.ule 72, 
Sch. II, 
Bengal Act.] 

(1) Where the property of a dtfaulter consists of a Rµ!e 68: 
business, the Collector may aitach tht business and appoint Appointment 
o. person as receiver to manage the business. of - receiver 

f~ bu,iness. 

(2) Attachment of a business under this rule shall be 
made by an order prohibiting the ~~ulter from transfer
ring or charging the business in any way and prohibiting 
all persons from taking any benefit under such transfer or 
charge, and intimating that the business has been attached 
under this rule. A copy of the order ~f attachment shall be 

·served on the defaulter, and another copy shall be affixed 
on a conspicuous part of the,remis~'fl which the business 
is tarried on and on the tice b of the Collector's 
Office. . l 
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Rule 69: Where immovable property 1s attached, the Collector 
"rppom•~eni may. instead of directing a sale of the property, appoint a o receiver 
for immov- person as receiver to manage such property. 
able p1operty 
rs.28, Madras 
Act.] [s. 159, 
Bombay Ac!.J 

Rule 70: 
Powers of 
rrcivrr. 

(1) Where any business or other property js attached 
and taken under management under the foregoing rules, 
the receiver shall, subject to the control of the Collector, 
have such powers as may be necessary for the proper 
management of the property and the realisation of the 
profits, or rents and profits, thereof. 

(2) The profits, or rents and profits, of such business 
or other property shall, after defraying the expenses of 
management, be adjusted towards discharge of the an-ears, 
a.nd the balance, if any, shall be paid to the defaulter. 

Rule 71: The attachment and management under the foregoir•g 
1ithdrawal rules may be withdrawn at any time at the discretion of 
~e ~-ianagf"- the Collector, or if the arrears are discharged by receipt 

[ " M d of such profits and rents or are otherwise paid. s.34., a ras 
Act.] PART V 

Arrest and detention of the defaulter. 

Ruk 72 ; (1) No order for the arrest and detention in civil pri-
Noiicr to J ll b J h C show cause son of a defau ter sha e made un ess t e ollector ha.:; 
[ ( ) { ·) issued and served a notice upon the defaulter calling upon 
(:-~f ,& '( 1~j' him to appear before him on the date specified in the notice
Bengal Act.] and to show cause why he should not be committed to the 
[s. 4a, Part civil prison, and unless the Collector, for reasons recorded 
Madras .-\ct.j in writing, is satisfied-

(a) that the defaulter. with the object or effect of 
oO.:,tructing the execution of the certificate, has 
after the receipt of the certificate in the Collec
tor's office dishonestly transferred, concealed, or re
moved any part of his property, or 

(b) that the defaulter has, or has had since the receipt 
of the certificate in the Collector's office. the means 
to pay the arrears or some substantial part thereof 
and refuses or neglects or has refused or neglE!cted' 
to pay the same. 

(2) Notwithstanding anything contained in sub-rule (1), 
v warrant for the arrest of the defaulter may be issued by 
the Collector if the Collector 6 satisfied, by affidavit or 
otherwise, that with the objeCt or effect of delaying the 
execution of the certificate the defaulter is likely to abscond 
or leave the local limits of the jurisdiction of the Collector. 

(3) Where appearance is not made in obedience ,to a: 
notice issued and served under sub-rule (1), the Colltctor 
may issue a warrant for the anest of the defaulter. 1 • 



293 

(4) Every person arrested in pursuance of a warrant 
of arrest under sub-rule (2) or sub-rule (3), shall be brought 
before the Collector as soon as practicable and in any event 
within twenty-four hours of his arrest (exclusive of the 
time required for journey): 

Provided that, if the defaulter pays the amount entered 
m • the warrant of arrest as due and the costs of the arrest 
to the officer arresting him, such officer shall at once 
release him. 

'SCH. Il 

When a defaulter appears before the Collector in Rule _73: 
obedience to a notice to show cause or is brought before Hearing. 
the Collector under the preceding rule, the Collector shall [s. 29 (2), 
µrocecd to hear the Income-tax Officer and take all such Bengal Act.] 
0,·idence as may be produced by him in .support of execu-
tion by arrest. and shall then give the defaulter an oppor-
tunity of showing cause why he should not be committed 
t.o the civil prison. 

Pending the conclusion of the inquiry, the Collector Ruic 74: 
may. in his discretion, order the defaulter to be detained ~.usttY pen
m ·the custody of such officer as the Collector may thi.nk •ng rar,ng. 
fit or release him on his futnishing security to the satisfac- t 2f A (3)]• 
hon of the Collector for his appearance when required. :nga ct. 

(1) Upon the conclusion of the inquiry, the Collector Ruic 75: 
mav make an order for the detention of the defaulter in ~.Jt·r_ of 
the· civil. pris?n and shall in that event cause him to be sctent,on. d 
arrested 1f he 1s not already under arrest: [ • 29(4) an • 

• (5), Bengal 
Provided that in order to give the defaulter an oppor• Act.) 

~i1nitv of satisfying the arrears, the Collector may before 
makiag the order of detention. leave the defaulter in th~ 
custody of the officer arresting him or of any other officer 
for a Specified period not exceeding 15 days, or release him 
on his furnishing security to the satisfaction of the Collec-
tor for his appearance at the expiration of the specified 
'.Jeriod if the arrears are not so satisfied. 

('.?) When the Collector does not make an order of de
tention under sub-rul(, (1). he shall, if the defaulter is under 
ar:-est, direct his release. 

(1) Every person detained in the civil prison in ex<'CU• Rule 7(,: 
tion of a certificate may be so detained,- Detention in 

and release
from prison, 

(a) where the certificate is for a demand of an amount [s. 31, Bengal 
exceeding fifty rupees-for a period of six months, /\ct.] 

and 

(b) in any other case-for a period of six weeks: 
P:ovided that he shall be released from such detention

(i) on the amount mentioned in the warrant for his 
detention being paip to thei officer-in-charge of 
the civil prison, or , ' 

. ' 
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(ii) on the certiikate being otherwise fully satisfied, 
or cancelled, or 

(iii) on the request of tb.e Income-tax Officer or of 
the Collector : 

Provided, also, that he shall not be released from such 
detention under clause (ii> or clause (iii) without the order 
of the Collector. 

(2) A defaulter released from detention under this rule 
shall not, merely by :reason ot. his release, be discharged 
from his liability for the arrears; but he shall not be liable 
to be re-arrested under the certificate in execution of which 
he was detained in the civil prison. 

Rule 77: (1) The Collector may order the release of a defaulter 
Release. who has been arrested in execution of a certificate µpon 
fs. 30, Bengal being satisfied that he has disclosed the whole of his pro-
Act.] perty and has placed it at the disposal of the Collector and 

that he has not committed any act of bad faith. 

(2) If the Collector has ground for believing the dis
closure made by a defaulter under sub-rule (1) to have been 
untrue, he may order the re-arrest of the defaulter in e~ecu
tion of the certificate. but the period of his detention in the 
civil prison shall not in the aggregate exceed that authoris
ed by the preceding rule. 

Rule 18: (1) At any time after a warrant for the arrest of a de
Release _on faulter has been issued, the Collector may cancel it on 
ground of ill- the ground of his serious illness. •=· 
[s. 32, Bengal (2) Where a defaulter has been arrested, the Collecto: 
Act.] may release him if. in the opinion of the Collector, he is 

not in a fit state of health to be detained jn the civil pl!ison. 

Rule 79: 
Entry into 
dwelling-ho
use. 
[s. 47, Bengal 
Act.] 

(3) Where a defaulter has been committed to the civil 
prison, he may be released therefrom by the Collector, on 
the ground of the existence of any infectious or contagious 
desease, or on the ground of his suffering from any seri
ous illness. 

(4) A defaulter r~leased under this rule may bt re
arrested, but the period of his detention in the civil prison 
shall not in the aggregate exceed that authorized by this 
Schedule. 

For the purpose of making an arrest under this Sche
dule-

(a} no dwelling house shal1 be entered after sun-set 
and before sun-rise ; 

(b) no outer door ,of a dijing house shill 1?e b~ken 
open unless stu;:h dw - g house or a portion t ere-
of is in the okupan 1f the defaulter and e or 

. . 
• . 
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other occupant of the house tefuses or in any way 
prevents access thmto; but, when the person exe
cuting any such warrant has duly gained access to 
any dwelling house, he may break open the door 
of any room or ap11rtment if he has reason to 
believe that the defaulter is likely to be found 
there; 

(c) no room, which is in the actual occupancy of a 
woman who accordi:qg to the customs of the coun
try does not appear ih public., shall be entered into 
unless the officer authorised -to make the arrest has 
given notice to her that she is at liberty to with 4 

draw and has given her reasonable time and facility 
for withdrawing. 

Sett. 11 

The Collector shall not order the 81Test and 
in the civil prison of-

detention ~le So: 

(a) a woman, or 

(b) any person who, 
unsound mind. 

in his opinion, is a minor or 

PAII.T Vl 

Prohibition 
apins1 arrest 
ofwomoo or 
minors etc. 
[s. 33, Bengal ""·' [,. ... of Madras Act.} 

Miscellaneous ltu1e 8 1 : 
<)flicers dee-
med - be Every Collector or other officer acting under this Sche- a,:tiqg judi• 

dule shall, in the discharge of hi., functions under this dally. 
Schedule, be deemed to be acting j.udicially within the ~-1• Bengal 
meaning of the Judicial Officer's Prot.iection Act, 1850. 

18
ct~-

1850
_ 

Every Collector or other officer acting under the provi- •ute • St : 
sions of this Schedule shall have the J)Dwers of a civil court Jto_wer 1o ttilae 
for the purpose of receiving evidence, administering oaths ""''denoe
enforcing the attendance of witnesses and compelling the (II;. fl!, Betlpl 
production of documents. Act.] 

No certificate shall cease to be in force by reason of :J.u!e 53 : the death of the defaulter. Continuance 

I certificate . 
. 42, Bengal 

If at any time after the issbe of the certificate b~- the ~i! . 
Income-tax Officer to the Cbllector the defaulter dies, the frocedWoe ~ 
proceedings under this Schedule ( eHcept arrest and de ten- ileath of 
tion) may be continued against the -legal representative of 4d"aulter. 
the defaulter, and the provisions of this Schedule shall li4f• Bengal 
apply as if the legal representative were the defaulter. • 

(1) An ap!Jeal from any original order passed by the Rule 8s : 
Collector under this Schedule shall lie to the revenue au- Appeals. 
thority to which appeals ot<Jnarily ••~ against the orders of (S..: J~, Bcpgal 
the Collector under the law jrelatinlf tp land revenue of thf' F~ 
State concerned. 
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(2) No appeal shall lie from any order of the Collecto!' 
which is, under any rule in this Schedule, conclusive. 

(3) Every appeal under this rule must be presented 
within thirty days from the date of the order appealed 
.8.gainst. 

( 4) Section 5 of the Indian Limitation Act, 1908, shall 
apply to appeals under this rule. 

(5) Pending the decision of any appeal, execution of the 
certificate may be stayed if the appellate authority so d:
rects, but not otherwise. 

[s. 5,i, Bengal (6) No appeal shall lie from any order passed on appe~! 
Act.] under this rule. 

Ruic 86; Any order passed under this Schedule may, after notice 
Review. to all persons interested, be reviewed by the officer who 
[s. 54, Bengal made the order, or by his successor in oflice, on account of 
Act.] mistake or error either in the making of the order or in 

the course of any proceeding under this Schedule in which 
the order was made. 

Rule 87 : Where any person has under this Schedule becorrit' 
fecovcr\ rnrcty for the amount due by the defaulter, he may be pro
[:

0
~

0
:u~f:·d- ~eeded against under this Schedule as if he were the dc-

ras -Act.] taulter. 

Rule 88: Whoever fraudulently removes, conceals, transfers or 
Penalties. dcliYcrs to any pe1son any property or any interest therein. 
[s. :,8, Bengal intending thereby to prevent that property or interest 
Act.] therein. from being taken in execution of a certificate, shall 

be deemed to have committed an offence punishable undn 
45 of 1860. section 206 of the Indian Penal Code, 1860. 

Rule 89: (1) WheO"a defaulter is arrested or detained in the civil 
Subs:st l>ncc prison, the sum payable for the subsistence of the defaul• 
allowance. tcr from the timE' of arrest until he is released shall b£: 
[Rule 78· • b h I ,. t Offi Schedule II~ oorne y t e nco.ne-- ax 1cer. 
Bengal Act.) (2) Such sum shall b_l::' calculated on the scale fixe<d. bJ 

the State Government for the subsistence of judgment• 
debtors arrested in execution of a decree of a civil court. 

(3) Sum payable under this ruie shall be deemed to 
be costs in the proceeding : 

Provided that the defaulter shall not be detained in the 
civil prison or arrested on account of any sum so payable. 

Ruk 90: 
Forms. The Central Board of Revenue may prescribe the form 
[(Contrast) to be used for any order, notice, warrant, or certificate to 
s. 84, Bengal be issued under this Schedule. 
Act.] . 

Rule 91 : (1) The Central Board of Revenue may make rules. 
Po~r rul to consistent with the provisions ot this Act, regulatrng1 the 
{s. 39, Ben:!i procedure to be followed by Qollectors and other o~ers 
Act.) acting under this Sche~e. f 
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(2) In particular, and without prejudice to the genera
lity of the power conferred by sub-rule (1). such rules may 
provide for all or any of the following matters, namely-

(a) the manner in which any property sold under thh, 
Schedule may be delivered: 

(b) the execution of a document or the endorsement of 
a negotiable instrument or a share in a corporation, 
by or on behalf of the Collector, where such execu
tion or endorsement is required to transfer such 
negotiable instrument or share to a person who 
has purchased it under a sale under this Schedule; 

(c) the procedure for dealing with resistahce or ob
struction offered by any person to a purchaser of 
any immovable property sold under this Schedule, 
in obtaining possession of the property; 

(d) the fees to be charged for ~ny process issued under 
this Schedule ; 

(e) the scale of charges to be recovered in respect of 
any other proceeding taken under this Schedule; 

(f) recovery of poundage fee; 

(g) the maintenance and custody, while under attach
ment, of livestock or other movable property, the 
fees to be charged for such maintenance and cus
tody, the sale of such livestock or property, and 
disposal of proceeds of suc.h sale; 

(h) the mode of attachment of a business. 

Sea. III 

Nothing in th1s Schedule shall affect any provmon of Rule gi: 
this Act whereunder the tax is a first charge upon any Saving regar• 
asset. ding charge. 

THE THIRD SCHEDULE 

PROCEDURE FOR DISTRAINT BY INCOME-TAX 
OFFICER 

[See section 235(5}] 

Where any distraint and sale of movable property are Rule 1 : 

to be effected by any Income-tax Ofjicer authorised for the Distraint and 
purpose, such distraint and sale shall be made, as far as sale, 
may be, in the same manner as attachment and sale of ar1y 
movable property attachable "by actual seizure; and the pro- [New) 
visions of the Second Schedule relati11g to attachment and 
.sale shall, mu.tatis mu.tandis, 4pply in, 7tespect -of such dis-
_traint and sale. 
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APPENDIX II. 

Table showing the provision in the existing Act and the corresponding provision, 
if any, as proposed• in Appendix I. 

Exlll1ing provi,ion 

Secuon I • 

Section 2 ( 1) 
Section 2 ( 2) 
Section 2(3) 
Section >1(4) 
Section 2 (4A) 
Section 2(4B) 
Section 11(5) 
Section 2(5A) 
Section 2(5B) 
Se<:tion 2(6) 
Section 2(6A) 
Section 2(6AA). 
Section 2(6B) 
Section 1t(6C) 

Section 11(6D) 
Section 2(6E) 
Section 2(7) 
Section 2(7A) 

Section 2(8) 
Section 2(8A) 
Section 2(9) 

Section 2(10) 
Section 2(11) 

Section 2 ( 12) 

Section 2(13) 
Section 2(14) 
Section 2(14A). 
Section 2(15), pan 
Section 2(15), part 
$ection 2(16) 
Section 3 . 

Section 4(1)-
Clause (a), part 

Clause (<>), part 
Clause (b) (i) 
Clause (b) {ii) 

1. The provi:iion in Appendix I has,bttn 
dwtinguilk it from the existing proviaion,whieh b 

Corresponding provision as 
proposed in Appcndik I 

Clause 1 
C\au,e 2(1} 

C!awe 2(5) 

Clausr: 2(3) 

Cla..ue 2(9) 
Clause 2(10) 

Clause 2(1 t) 

Clause 2(12} 
Clauae ~lg) 
Clause 2(14) 
Clan.se 2(16) 
Clause 12(17) 
Clause 12(18) and Explqation. 
ClaWle 12(t9) 
CJaue i2(110), iteDU(i) .. (vii) 

aad ExplanaWQ. 
Clause 12(113) 
C!ame 12(24) 
Clawe !l(lll) 

Clause 2(212) 1 sub. CIWM:$ (i} 
and {ii). 

Clause 2(25) 
Clause 2(15) 
Clause 2(27), Sub- Cbutts(i) to 

(vii) 
Clau~e 2(28) 
Cla1U1e 5 
Claus,: 11(30) 
Clause 2(31) 
Clause 12(312) 
Omiued. 
Clause ai (36) 
Chu,se 12(37) 
Clal'Ae 12(38) 

CJa=s 

CJau,e 4(1) (•) 

Claim' 4(1!} 
Clause 4(1)(6) 
CJaw;e 4(1)(c) 

~ as"Cl~use._. •• , .•• ", io. 
bed as Seet10n .•..••••• 

.. 
" ..... 



C!atue (b) (iii) 
Clause (c) 

Fint pfOviso 

Second proVUO . 
Third provim 
Fourth proviso 
Fifth provillo 
Explanation 1 
Exp!anaiion 2 

Explanation 3 . 
Explanation 4 
Section 4(2) 
Section 4{3)-

Clause (i), main para 

2911 

Clause (i), proviso (a) opening line 
Clause (i), proviso (a) (i) 
Clause (i}, proviso (a) (ii) 
Clausr (i) proviso (b), part 
Clause (i), proviso (b), part 
Claus"' (i), proviso (b), part 
Clause (i), proviso (c) 
Clause (ii) 
Clause (iii), part 
Clause (iii), part 
Clause (iv) 
Clause (11) 
Clause (vi) 
Clause {via) para. {a) 
Clause (via), para. (b) (Ste Finance Act, 1958) 
Clause (vii) 
Clause (viii} . 
Clause (ix) 
Clause (x) (a) 

Clause (x) (c) 
Cl•= I•) (b) } 

Clause (x) (d) , 
Clause (x) (t) 
Clause (xi) 
CJause (xia), (S« Finance Act, 1958) 
Clause (xii) 
Clause (xiii) . 

Clause (xiii) . 
Clause (riva), main para 
Clause (xiva), ut Prov .. 
Clause (xiva), imd Prov. 
Clause (xiua), Explanation 
Clause (n) 
Clause (xvi) . 
Clause (xvii) 
Clause (xviaa) 
ClaUJC (xfflh) 

20-J [.aw Com.f5S. 

91ause 4(1) (d) 
Clause 4(2) 
Omitted, se, note,. 

Clause 11(4) (iu) 
Clause II (4)(i) 
Clause 11(4) (ii} 
Clause 11(4) {iii) 
Clause 4(3) 
Clause 9(ii) 
Clause 9(iii) 
Clause 4(1) (,) ({) (g) 
Clause 10 

Clause 12(1){i), main para. 
Clause 12(1)(i), proviso, part. 
Clause 12(1)(ii) (b) 
Clause 12(1) (ii) (a) 
Clause 12(2) 
Clause 12(3) 
Clause 12(4) 
Clause 12(1) (i), proviso, part. 
Clause 12(5) 
Clause 11(22) (i) 
Clause 11(22) (ii) 
Clause 11{26)(i) 
Repealed. 
Clause t1(15) 
Clause 11(7)(i) 
Clause 11 (6) 
Clause 11 (3) 
Clause 11(1) 
Clause 11(26) (ii) 
Clause 11(21) 

Clause 11(7), items (ii) to (io) 

Omitted: se, notes. 

Clause 11(25) 
Clause I 1(18) 

Clawe 11(23) 
Clause 11(8) 
C!aute 11(9), opening part. 

Clause 11 (9) (ii) 
Clause 11(9) (i) 
Clause 11(9), Explana.lion 2.. 

Clause 11(10) 
Clause H(5) (i) 
Clause 11(16) (i) 
Cl3.lUC I 1(16) {ii) 
Cla.tUC J1{16) (~) 



Clause (xviii) 
Clau,e (xU'.) 
Clause (xx) 

Clause (.ui) 
Clause (,uii) 
Last para, part 
Last para, part 

f5ection 4A
Clause (a) {i) 
Clause (a) (ii) 
Clause (a) (iii) 
Clawe (a) {iv) 
Clause (b) 
Clause (c) 

Section 4B (al 
Swion 4B(b) 
Section 4B(r) 
Section 5( t) 
Section 5(1A), earlier part. 
Section 5(1A}, latter part 
Section 5(2), earlier part 
Section 5(2), htter part 
Section 5(3), earlier part 
Section 5(3), latter part 
Section 5(3A) . 
Section 5(4), earlier part 
Section 5(4), latter part 
Section 5(5), earlier part 
Section 5(5), latter part 
Section 5(5A), earlier part 
Section 5(5A), latter part 
Section 5(6) 
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Section 5(7), words "for the purposes of this Act". 

Section 5(7) (i) 
Section 5(7) (ii) 
Section 5(7A), main para, earlier part 
Section• 5(7A), main para, latter pan 
Section 5(7A), Explanation 
Section 5(7B}, <:arlicr part 
Section 5(7B), latter part 
Section 5(7C}, main para 
Section 5(7C), !St Prov. 
Section 5{7C), 2nd Proviso 
Section 5(8) 
Section sA 

Sect.ion 6 
Section 7(1), main para, part 
Section 7(1}, main para, part 
Section 7(1), main para, part 

Clause 1'1(16) {iii) 
Clause 11(19) 
Clause 11 (5) (ii) 
Clause 11(27) 
Clause 11(20) 
Clause 12(6) 
Clause 12, Explanation {a) 

Clause 6(1) (a) 
Clause 6(1) (b) 
Claus~ 6(1) (c) 

Omitted; see notes. 
Clause 6(2} 
Clause 6(3) 
Clause 6(6), part. 
Clause 6(6), part. 
Omitted as unnecessary. 
Clause 127 
Clau~e 128(1), part. 
Clause 131(1) 
Clause 128(1), part. 
Clause 131(2) 
Clause 128(1), part. 
Clause 128{2) 
Clame 128(3) 
Clause 129(1) 
Clause 131(3) {a) 
Clause 1 31 {4) 
Clause 131(5)' 
Clause 131(6) 
Clause 129(4) 
Clause 131(7), 1st parn. 
Omitted; see notes. 

Claus~ 129(2) 
Clause 129(3) 
Clause 132 (1) 
Clause 132(4), main para. 
Clause 132 (4), Explanation 
Clau~e 130 (2) 

Clause 1-1,0 

Glawe 133, main para. 
Clause 133, Prov. 
Glawe 16o, Explanation 1. 
Clause 130(1) 
Omitted, in view of the propo • 

sed abolition of the ApPcllate 
Tribunal. 

Clause 14 
Clause 15 
Clause 17(1) 
Clause 17(2) 

\ 



Section 7(1), ut Proviso. 
Section 7(1), ,;ind Proviso. 
Section 7(1), Exp!. I . 

Section 7(1), Exp!. 2, main part. 
Section 7(1), Exp!. 2, Prov., part 
Section 7(1}, Exp!. 2, Pro~-, part 
Section 7(1), Expl. 2, Prov., part 
Section 7(1), Exp!. 2, Prov., Part 

Section 7(2)(i) . 
Section 7(2)(ii) 
Section 7(2){iia), main para. 
Section 7(2)(iia), Prov. 
Section 7(2)(iii). 
Sn:tion 8, 1st Paia. 
Section 8, 1st proviso, earlier part 

Section 8, 1st proviso, latter part 
Sxtion 8, 2nd proviso 
Section 8, 3rd proviso 

Section 8, Explanation-
Clause (a), part 
Clause (a), last lino 

Clause (b), fir.~t line 
Claus,:; {b), part 

Clause (b), last lines 

Seuion 9(1)-
0pening para. 
Clause (i\, part 
Clause (i), pa.rt 
Clause (ii), main para. 
Clause (ii), Proviso 
Clause (iii) 
Clause (av), main para. 
Clause (iv1, proviso 
Clause (v) 
Clause (ui) 
Clause (v,i) 

Explanation 

Section 9(2)
FiTst para. 
1st Prov. 
2nd proviso, exctpt last 1;nc 
2nd proviso; last line 
3rd proviso 

Se<:tion 9(3) 
Se<:tion9(4)(a). 
Section 9(4)(6) . 

:Soction 9(4*) (&, Finance Act, 19r) 
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Clause 88(1)(11} 
Claus,;: 1113 

Clause 17(3) 
Clause 17(4) 
Clause 11(11) 
Clause 11(12\ 

Clause 11(14) 
Clause 296; Su also clause 

I I {13). 

Clause 16(i) 
Clause 16/ii) 
Clause 1€(iii), earlier half. 
Clause 16(iii), latter ha!(. 
Clause 16 (iv) 
Clause 18 
Clause 19 
Clause 21 
Clause 87{i) 
Clau.se 188. Compare clause 

87(ii) also. 

C\amc 20(1)(i) 

Clause 20(2), main para. part 
and clause 4o(d), part. 

Clatlsc \l0{2), Exp!. 
Clause 20( 1) (ii) 

Clause 20(2), main para, part 
and clause 4o(d), part. 

Clause 22 
Clause 2,1-(1)(n)(a) 
Clause 24(1)(ii)(b) 
Clause 24(1)(iii) 
Omitted, as obsolete. 
C\auk 24(1)(iv) 
Clause 24(1), items (111 to (uiii) 

Clause 25 

Clause 24(1)(1%) 

Clause '-'4( 1 )(x) 
Clau.se 24(1)(xi) 
Clause 27/_iii) 

Clause 23(1) 
C\ame 23(3) 
Clause 23(4) 
Clawe 24(2) 
Clause 24(1)(i) and 
. Exp!, 
Clause 26 
Clause 27(i) 
Clause 27(ii). 
Clause 27(v) 



Section 10, Sub-section {1) 

Section 10, Sub-section (12)

Opening paragraph 

Clause {i), without the pro\"iso. 
Clause (i), proviso . 
Clawe (ii), without the proviso 
Clause (ii), proviso 
Clause (iii), main part 
Clause {iii), proviso, part 
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Clause (iii), proviso, part (last I7 words) 

C!au'<C (iii), Explanation 
Clause (iv), part (for huildings) 
Clause {fr), part (for machinny ,·tc.). 
Clause (iv), part (for stocks etc.) 
C!au~c (v), part (for buil<1.ing~) 
Clause (t·), part {for machinery c1c.) 
Clawe (,-i), first para, part 
Clause (ril, first para, part 
C!au~c {i'i), second para., with its clauses (a),(b) 

and (c) 
Clause (vi), provim (al 
Clause (ti), proviw (b\, part 

Clause ~a, opening paragraph 
and sub-clause (i) 

Omitted, as deductions haw: been. 
listed in separate clauses. 

Clause 3o(a}(i)(a) 
Clausi:. 38(1)(a) 
Clause 3o(a)(iJ(b) 
Cla= 38(1)(b) 
Claus"' 36(3), main part 
Cla= 4o(a)(i) 
Omittl><l, as rep~.,ued in existing 

section 10(4)(b) : Ste not..,, t<> 
Clause 40. 

Clause 36(3}, Explanauon 

C!auS"' 30(,) 
Clause 31(ii) 
Clause 36( ! ) 
Clause 3o(a)(ii) 
Clause 31(i) 
Clause 32(1)(i) 
Clause 32(1)(ii) 
Ominnl, a.s obsolt,tc. 

Claus<' 34(1), p,nt 
Clause 3212) 

Clause (vi), proviso (b), part (referring to pre. OmittP.d 
1939 y<'ars). 

Clause (vi}, proviso(•) 
Clause (via), part 
Clause (t1a), part 
Clause (via/, part 
Clause (1,ib), main para. 
Clause (vibJ, proviw {a) 
Clau.sc (11ib), proviso (b), earlier part 
Clause (,·ib), proviso {b), latt· r ha!£ 
Clause (oil>), proviso last para. 
Clause (di\, first para. 
Clause (1,iiJ, first proviso 

Clause /1·,i), Second Proviso, part 
Clause (oii), s~~ond proviso, part 
Clause (vii), Third proviw 
Clause (,·ii), Fourth proviso, part 

Clause {mil, Founh proviso, part 

Clau,r (1-~i\. FiHh proviso 
Cimm (riii) 
Clause (ix), earlier part 
C\a\\sC ('~\, latter part 
Clause (x), main para. 

Clause 34(2) 
C!au.se 32(1)(iii), main para. 
Clause 32(1)(iii), Explanation. 

Clause 34(2)(ii) 
Clause 33 
Claus"' 34(1), part 
Clause 34(3)(a) Exc'"J>tion. 
Clause 34{3)(a), main pa:a. 
Clause 34(3)(b) 
Claus~ 32(1)(fo) main para., part 
Clause 32(1)(iuJ, main para.~ 

part. 
Clause 41(2), main para. 
C!?.use 41(2/, Explanation 2. 
C!ausc 32(1)(iv), Explanatil,n. 
Clause 41(2), main para. and 

Explanation 1. 

Omincd ,n view of 
draft for s. 10(2) 
proviso. 

proposed 
(vii), 3rd 

Clause .p(2), Explanation 3. 
Clause 36(5) 
Clause 3o(b) 
Clause 38(2) 

Claus~ 36( 2), opening pa:+ 



Clause (x), pro\"iso 
Clause (i<i), main para. 
Clause (xi), proviso rnrlier half 
Clawie (xi), proviso, latter hair 
Clause (xii) . 
Clause (xiii), part . 
Clause (xiii), part . 
Clause (xiv), first para., earlier part 
Clause (xiv), first para, latter part 
Clause (xiu), nt proviso 
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Clause {xW), im<l proviso (a), opening line3 
Clause (;nu), 2nd prov., (a)(i) . 
Clause (.o:fo), 2nd proviso, (a){ii) 
Clause (xiv , Second proviso, (6') 
Clause (xW), Second proviw, (,) 
Clause (xiv), Second proviso,(.;, 
Clause (xfo), Second proviso,(~), earlier part 
Clause (xiv), Second proviso,(~), latter part 
Clause (xiv), Second proviso, (f), part 
Clause (xiv), Second proviso, (f), part 
Clause (xiv), Second pro.,iso, (j) part 
Clause (xiv), Second proviso, (g) 
Clau~e (xW), F,xplanation at the end 

Clause (xv) 
Section 10, Sub-section (2A) 
Seetion 10, Sub-Sections (2B) and {2C) 

Section 10, Sub-section (3) 
&:c<ion 10(4), fint para 

Clause {a) 
Clause (b) 

Clatise (c) 
Section 10(4A), Clause (a) 

Clause (b) 
Explan:i.tion . 

Section 10 (+8) (S,, Finance Act, 1958) 
S<""ction to(5), fint para-

"paid" 
"plant" 
Clause (a), main part 
Clause (a), First pro~iso . 
Clause (a), &:corid proviso 
Clause (b), main part 
Clause (b), first proviso 
Clause (b), 2nd proviso 

Clause(<) 
Explanation, ear!iar part 

Explanation, latter part . 
l'.ection 10 (5A), opening line 

• 
Clauses (11), (b), (,), (d) 

Clause 32(2)(i) 
Clause 36(6), main para. 

Clause 41(4) 
Clau.se 36(6), First provijo. 

Clause 35(1)(i) 
Clause 35{1)(ii) 
Clause 3;i(1)(iii) 
Clause 35(1)(iv) 
Clause 35(2)(i), main para. 
Clause 35(2)(i), Explanation. 
Clau'!C 3•,(2)(ii), opening lines. 

Clause 35(2)(ii)(b) 
C!~use 35(2)(ii), {a) 
Clause 35{2)(i1i) 
Clause 41(3) 
Clause 3<;(2)(iv) 
Clause 35(2)M 
Clause 42(1), Explanation J. 

Clause 35(4) 
Clause 73(3), part 
Clause 74(3), part 

Clause 35(3) 
Clause 42(5) 
C!au'!C 37 
Clause 41(1) 
Omitted. 

Clause 38(3) 
Clause 4o(a) (ii) 
Clause 40(11) (iii} 
Clause 4o(b) 
Glawe 4o(a) (iv) 
Clause 40 (c) (i) 
Clause 4o(c) (ii) 
Clause 40 (c) fu.planation 

Clau.~ 34 (2) (fo) 

Clause 42 { 2) 
Clause 42(3) 
Clause 42 (7) (a) 
Clal.1$e 42(1), Expl. 3 
Clause 42 (1), Exp!. 4 
Clause 42 (7) (b), main para 
Clame 42 (7) (b), Provi,o 
Clause 42 (7) (b) Explanation 
Clause 42 (1), Explanation 2 
Clause 42 (1), main para 

Clause 42 ( 7), Explanation 3. 
Glau.IC 28 (ai), opqlinglim:s, 

part. • 

Cloluac 28 (ii), (a), Lb), r• (d) 



la.it para, earlier hidf 

last para, latter half 
Section 10(6) 
Section io {7) 
Section 11 

Section 12 -

Sub-section ( 1) 
Sub-section (1A) 
Sub-section {1B) 
Sub-seetion (2) -

main para, part 
main para, part 
Proviso 

Sub-sec-lions (3) & (4) -
PM< 
pM< 

Sub.section (5) -
p,rt 

part 
Secuon 12A 

Section 12AA 
Section HIB 

Sub-section( 1 )-

main para, earlier part 
main para, latter part 
1st proviso, part 
ist proviso, part 
2nd proviso, earlier half 
2nd proviso, laner half, part 
2nd proviw, latter half, part 

Sub-section (2)
c,pening lines . 
ClaUSt· (i) 
Clause (ii), patt 
Clause (ii), part 
Clause (ii), part 
ut proviso 
:md proviso, part 
2nd proviso, part 
3rd proviso, part 
3rd proviso, part 
3rd proviso, part 
3rd proviso, part 
3rd proviso, part 
4th pm~iso 

Sub-section (3)-
main para, earlier half, part 
main pai:a, earlier half, part 
main para, earlier half, part 
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Clause 28 (ii), opening lines, 
P'"'· 

Clause 123 (1), main para. 
Ciau.Y 28 (iii) 
Clause 44, parl. 

. Repealed. 

Clause 58 (1) 
Clause 58 (2) (i) 
Omitted, 1J.S spent. 

Clause 6o (i) 
Clause 6o (iii) 
Clause 61 I.a) 

Clause 6o (ii) 
Clause 62(2) 

Clause 61 (b) 
Clause fr~ ( 1) 
Clause 39 
Clause 187 

Clause 45 
Clause 46 
Clause 47 (i) 
Clause 47 (ii) 
Clause 47 {iii) 
Clause 42 (1), Expl~tion 5. 
Clause 42 (7), Explanation, 2. 

Clause 48, opening lines .. 
Clause 48 (i} 
Clause 48 (ii) 
Clause 50 (1) (a) 
Clause 57 (b) 
Clause 54 
Clame 51 (1) 
Clause 51 (2) 
Clause 50 ( 1) (.f: 
Clause 50 (2) (i) (c) 

Claw.e 50 (3) (i), pan 
Clause 50 {3) (ii) (b) 
CJ.uut: 50 (4) (b\ 
Clause 52 

Clause 50 (2), opening u+. 
Clause 50 (2)\i) (.i) ! 

Ctau,e 50 (3) (i"), pan. 



• 

··• 

main para, earlier half, part , 
main para, earlier half, part, 
main para, lamer half 
Proviso (1), part 

Proviso (i), part 
Proviso (i), part 
Proviso (ii) 

Sub-~tion (4)
Cla1UC ,a) 
Clause (b) 

Section 13, main para 
iection 13, Proviso, part 
Section 13, Proviso, pan 
Section 14 (1) 

Section 14(2) to (s) :-

For i.u:ome•/ax 
Sub-section (2), 

Clause (a) 
Sub-,ection (2), . 

Clause (aa), main para 
Sub-section (2), . 

Clause (b) 
Sub-section (3), main para 
Sub-section (3), Explanation 
Sub-se<:tion (3), Proviso 
Sub-section (4) 
Sub-section (5) 

For &pn-tax 
Sub.se<Jtion (2) (aa), main para 
Sub.section (2} (aa), proviso 
Sub-section (3) 
Sub-section (4) 

Sub-sec1ion (5) 
5':ction 15 

Sub-section (1) 
Sub-section (2) 
Sub-section {2A) 
Sub-sc-ction {3) 

Section 15A, earlier pan 
Section 15A, latter part 

Section 15-B ,-

For income-tax 
Sub-section (1), main para 
Sub-section ( 1 ), tst Proviso 

2nd Pro"iso (a) 
2nd Proviso (b) 

Sub-aection (2), main para 
Sub-ecction (2), Explanation 
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.Clawe 50 (3) (ii) (a) 

.Clause 50 (4) {a) 
Clause 50, E.,q>lanation, 
Clause 50 (2), opening lina of 

sub-dause (i). 

Clause 50 (2)(i) (b) 
Clause 5ot3) (i-J, part.

1 

Clause 50 {2) (ii). 

Clause 5!> 
Clause 56. 
Clause 150 (1), main para . 
. Clause 150 (1), Proviso. 
Clause 150 (2) 
Clause 11 (2) 
As given below, 

Clause 87 {iii} 

Clause 87 (W} 

Clause 82 ( t) 

Clause 82 ( 2 / 
Clause 82 (3) 
Clause 83 
Clausc 84 

Clause 1 1 1, pa.rt. 
Clause 111, part. 
Clause 105 
Clause 106 

Clause 107 

Clause 88 (t) (a) 
Clau.,e 88 (t) {b) 
Clausc 88 (2) 
Clause 83 (3) 
Clause 81 

Omittod. 

As given below :-

Cla.us(- R9 (1), part. 
&e "For Super-tax", below. 
Clause 89 (2) 
Clau.,e 89 (3) 
Ciguse89(5) 
Clause 89 {6i 



Sub-xction (:ul) 
Sub-section (3) 

Fr,, Sup.r.t" 
Section t5•B, Part 
Section 15.B (1), m 
Section 15C-

p,,, ina,me-1" 

Suh-section (1) 

Proviw 

Sub-section (2), main para 
Sub-section (2), Proviso 
Sub-section (3) 
Sub-section (4) 

Sub-sertion (5) 
Sub-section (6) 

For 5u.pu-tax

Section 15-C . 

Section 16(1), (a), earlier half 
Section 16 (1) (a), latter half 

Section 16(1) (b), main para. 
Section 16 _(1) (b), Proviso 

Section 16 (1), (c)-
Main para, earlier half 
Main para, latter half 
at Proviso 
-ind Proviso, part 
-ind Proviso, part 
3rd Proviso, earlier half 
3rd Proviso, latlt'r half 

&ction 16 (2), main para, part 
Seclion 16 (2) main para, part 
Section 16 (2), main para, part 
Section 16(2), Proviso 
&ction 16 (3) 

Section 17 (1), main para. 
Section 17 (1), 1st Proviso, earlier part 
Section 17 (1), 1st Proviso, latter part 
Section 17 (1), -ind Proviso. 
Section J7 {2), part 
Section 17 (2), part 
Section 17 (2), part 
Section 17 (3), part 
Section 17 (3), part 
Section 17 (3), part 
Section 17 (4) 

-S.::c-tion 17 (5) 

Omitted, as spent, 

Clause 89 (4) 

Clause 1og (1), part 
Clause 109 (2) 
.-\!I given below 

Clause 85 (1) 
Clause 85 (2) 
Clause 85 (3) 
Clause 85 (4) 
Clauae 86 

Clause 82 (5) ,. • 
Clause 82(6) 

Clause 110, part. 
Clause 68 
Omitted. See Section 15 A lat!er 

half. 
Clause 6g(1) 

Clause 69 (4) 

Clause 63 
Clause 64 
Clause 66, (o:1) 
Clause 66, (b) 
Omitted. 
Cluase 65 (1) 
Clause 65 (2) 
Clause 8 
Clause 59 (1) 
Clause 59 (2) 
Clause 59 (3) 
Clause 67 
Clause 124 (1) 
Clause 124 (2) 
Clau.\e 124 (3) 
Clause 124 (,1-) 

Clause 88 (1), opening lina. 
Clause 89 (1), part. 
Clause 121 
Clause IOrJ (1), part 
Clause 110, part 
Cbuse 111, part. 
Omitted, as s. 14 (2) (c) i, no 

longer oi\ th.e statute book. 
Omitted, consequent on omission 

of sectiOl t5A, latter half. 
Contrast definition of "average 
rate of inoome-tax" (-.n 
e-xpression wh~ hat beeiii u.sed 
in the Chapter ·on Reb• es). 
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Section 17 (6), opening lines, pu, 
S«tioa 17 (6), opening Ii=, part,. (wordt ''inchld• 

ing super tu"). 

Section 17 (6), clause (i), . 
Section 17 (6), clause {ii), main para 
Section J7 (6), C!au.,e (ii), Provho 
Section 17 (7), part 
Stction 17 (7), part . 
Section 18 (1) . 
Section 18 (:z),main para 
Section 18 (2), Proviso 
Section 18 (2A), earlier part 

Section 18 (2A), latter part 
Section 18 (2B), main para 
·Section 18 (llB), Prov., part 
·Section 18 (:zB), Prov., Part 
·Section 18 (2B) Prov., part (re: order by Income-

tax Officer). 
Section 18 (3),main para 
Sertion 18 (3), Prov .. 
Section r8 {3A), main para 
Section 18 (3A), Pro~. 
Section 18 (3B),main para . 

. "Section 18 (3B), nt Prov. 
St:ction 18 (.~B}, 2nd Prov. 

·section 18 (3C). 
·Section 18 (3D), main para 

Section 18 (3D), Prov. 
Section 18 (4) 
Section 18 (5), main para earlier balf, part . 

·Se,,;tion 18 (5), m.1in pa·a, earlier -half, part 

Section 18 (5), main para, latter half, part 

·Section 18 (5), main para, latter half, part 
·Section 18 (5), 1st Prov 

Section 18 (5}, 2nd Prov., part 
Section 18 (5), 2nd Prov., Part 
Seetion 18 (5), 3rd Prov., Part 
Section 18 (5), 3rd Prov, part 
Section 18 (6) 
Seetion 18 (7) 
Section 18 (8) 

Section 18 (9) 

Section 18, Exp!. 

Section 18A (1) (a), main para, earlier half, part 

Section 18A (1) (al, main para, earlier half, p&rt . . 
:Section 18A (1) (a),, ~n para, e11rlier half,~ 

Clause 125, opening Ii~ 
Omitted 

Clause 125 (a} 
Clause 125 (b), main p:ira 
Clause 125 (b), Prov, 

Clause 126 
Covered by clause 126 
Repealed 
C!all!le 201 (1) 
C\au.,e 201 (3) 
Omitted, as repeating existing 

S-18(2) 
C!au~ 201 (6) 
Clause 201 (2) 

Clause 205 (1), part 
Clause 205 (2) 
Omitted, a• unpcessary. 

Clause 202 {a) 
Clau,;e 205 (1), pnt 
Clause 202 (b) 

Clause 205 (1), part 
Clause 204 (1), main p~a 
Clause 205 (i), pan 
Clause 204 (1), Prov. 
Clause 204 (2) 
Clause 203 

Clause 205 (1), part 
Clause 2o6 
Clause 207, main para, earlier 

half. -

C'Jawe240 (1),earlierbalf 
Clause 207, main para, lillter half 

part. 
Clause 246 ( 1) latter ~f. 
Clause ,;w7, maio p~, latter 

half, part. 
Clause 207, nt Prov. 
Clause 246 (1), ist Prov. 
Claus~ 207, 2nd Prov. 
Clause 246 (1), 11nd Prov. 
Clause 1108 
Clause 209 
Clause 210 

Clause 211 

Clau5e 2n 

Clause 215 (1) 

Clause 216 

' Clause 2 1 7 (a), earlier ha¥· 
:Seet\on 18A (1') {•), main pan, aedicr half, JNf"i , CJause 218 (1). f 
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Section 18A (1) {a), main pa.ra, earli« half, part 
Section 18A (1) (a), main para, earlier half, put 
Section 18A (1) (a), main para, latter half, part 

Section 18A (1) (a), main para, latter half, part 
Section tBA {1) {a), 1st Prov 
Sect;on 18A (1) (a), 2nd Prov. 
Section 18A (1) (a), 3rd Prov. 
Section 18A (1) {b) 
Sel.tion 18A (2), main para 
Section 18A (2), Prov. 

Section 18A (3} 
Section 18A (4) 
Section 18A (5), main para pan i4. cl. (i) 
Section 18A (5), main para, part. 
Section 18A (5), main para, part. 
~tion 18A (5), main para, part. 

Section 18A (5), nt Prov . 
Section 18A (5), 2nd Prov. 
Section 18A (6), main para 
Section 18A (6), 1st Prov 
Section 18A (6), 2nd Prov. 
Section 18A (6), 3rd Prov 
Section 18A (6), 4th Prov . 

Section 18A (6),·5th Prov 
Section 18A (7) 
Section 18A {8} 
Section ,BA (9), main para 
Section 18A (9), Proviso 
S.:ction 18A (w) 
&ction 18A (11) 
Section 18A (12) 
Section 19 
Section 19A 
Section 20 

Section 20A 

Section 21 
Section22 (1) 
Seetion 22 (2) 
Section 22 (2A), part. 
Section 22 (2,f), part 
Section 22 (3) 
Section 22 (4) 
Section 22 (s) 
Section 23 (1) 
Section 23 (2) 
Section 23 (3) 
Section 23 {4), main pata, earlier h4lf. 

Clause 218 (2) 
Clause 219 (1), main para 
Clause 217 (a), latter half 

Clause 217 (b) 
Clause 219 (1) Prov. 
Clause 217. Exp!. 
Clause 218 (3) 
Clause 219 (2) 
Clause 220 ( 1) 

Cla115C 220 (2) 

Clause 220 (3) 
Clause 221 
Omitted, as spent 
Clause 222 (1), part 
Clause a22 (1), part 
Clause 2 (33) i.t. deinition.. 

"regular assessment''. 

Clawe 222 (2) 
Clause 222 (1), part 
Clause 223 (1), part 
Clause 223 (1), part 

Clause 223 (2) 
Clause 223 (3) 
Omittr,d, as the dr~t prbposed 

for S. 18A (6) main pa:rai appli
es the rule contained in the--
Prov. for all cases. • 

Clause 223 (4) 
Clame 224 
Clause 225 (1) 
Clau.~e 282, eaclier half. 
Clause 282, latter half 
Claus .. 226 
Clause 227 
Clause 228 
Clause 200 (1) 

Clawe 166 (4) 

~lause 167 
Clau.1c 166 (1) 
Clause 166 (2) 
Clause 143 (1) 
Clause 143 (2) 
C!au.-.e 143 (3) 
Clause Bo 
Clau.5e 143 (4) 
~lause 146 ( 1) 
Clause 146 (s~ 
Clause 14-7 (1) 
Clause 14-7 (2} 
Clau,e 147 (3) 
ciau.c 1¢ (1> 

I 
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Section 23 (4), main para, latter half, part 
Section 23 (4), main para, latter half, part 
Section 23 (.+) , Prov;s,:, 
Section 23 (5), opening lines 
Section lil3 (5) (a), main para 
Section 23 (5) (a), 1st Prov. 
Section 23 (s) (a), ,ind Prov. 
Section 23 (5) (a) 3rd Prov. 
Section 23 (s) (h) 
Section 23 (6) 
Section 23•A-

Sub-stction (t), part 
Sub-section (1), part 
Sub-section (1), part 
Sub-section (2) 
Sub-sections (3) to (7) 
Sub-Sfction (8) 
Sub-section (9) 

Explanatitm I
Clause (a) 

Clause (h){i), main para 
Clause (b)(i), Proviso 
Clauae (h)(ii) 

Clause (b)(iii), main para, earlier half 
Clause {h)(iii}, main para, latter balf, part 
Clause (h)(iii), main para, latter half, part 
Clause {b){iii), Provi,;o 

Expl1J1UJli,;n 2-

Seetion 23B(1), earlier part 
Section 23B(1 ), !attu part 
Se<::tion 238(2) 
Section 23B(3) . 
Section 238(4) . 
Section 238(5) . 

Section 238(6) . 
Section 238(7) 
Section 23B(S) 

Section 24{1)
main para 
ist Proviso 
2nd Proviso, earlier ha.If 
2nd PrO\•iw, latter half, 
Exp!. I 

Exp!. 2 

Seclion 24 (2)-
main para, part 
main para, part 
main pva, part 
main pva, part 

Clause 193 (2), part 
Clause 192 (6) 

Clause 193 (2), part. 
Clause 189 (1), opening lines, 
Clause 189 (1) {i) and (if) 
Clause 189 (2) 

Clause 189 t3) 
Omitted, as unnecessary 
Clause 190 

Clause 165 

Clause 113 (1) 
Clause 113 (2) 
Clause 118 
Clause 114 
Repealed 
Clause 115 
Clause 116 

Clause 117(1), part 
Clause 117(1), part 
Clause 95(1), part 
Cla\lSC 117(1), part 
Clause 117(1), part· 
Clause 117(2), main para 
Clause 117{2), Explanation. 
Clause 95(2), Proviso 

ClallSC 120 
Clause 145(1) 
Clause 145(2) 
Clause 145/3) 
Clause 145{4), part 
Clause 145(7) 
Clause 244 
Clause 245 
Clause 145(5) 
Clause 145(6:, 

Clau;e 73( 1) 
Clauie 74(1) 
Clause 78( 1) 
Clause 76( 1) 
Clause 28, ExpL 2 
Clause ¥1(6) 

Clause 7312) 
Clause 73(4 
Clause 7i(2; 

-Cl11111e 74(4-



Proviso (a) 
Provi~c• (b), part 
Proviso (b), part 

Proviso (c), earlier part 
Proviso (c), latter part 
Proviso (d) 
Proviso (i) 
Pmvi~o (f) 

'Section 24, (2A) 

See1ion 24, ('iB) 

part 

part 

:Section 24(3) 
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Section 24/\(1), main para, earlier half 
Section 24A(1), main para, lauer half, part , 
Section 24A(1 ), main para, latter half, part 
Section 24A(1), Prov. 

Section 2,j.A/2) . 

Section 2¥3(1), part 
Section 24B(1), part 
Section 24B{1), part 
Section 24B'2) . 
Section 24B(3) 
Section 25(1), part 
Sect;on 25(1), pan 
Section 25(2), earlier part 
Section 25(2), laner part 
Section 25(3), part 
Section 25(3), part (applicable to income-tax) 
s~ction 25(4), part 
Section 25(4), part (applicable to income.tax) 
Se<:tion 25(4), Proviso (a) 
Sectior, 25(4), Proviso(b) 
Section 25(5) 
Section 25(6) 
Section 25,\(1), main para, earlier part 
Section 25A(1), main para, latter part. 
Section 25A{1}, Proviso 
Section 25A/2), main para, part . 
Section 25A{2), main para, part . 
Section 25A(2), main para, part . 
Section 25A{2), main para, part . 
Section 251\(2), Prov. 
Section 25A{3) . 
Section 26( 1) 
Section 26(2), main para 
. Section 26(2), Prov. earlier half 
Section 26(2), Prov. latter half 
Se<:tion 26A(1) • 

Repealed. 

Cla,ue 73(3), part. 
Glau~~ 74(3), part. 
Glawe 76(2). 
C!au'IC 78(2)(h). 
C!au;e 77. 
Clause 79. 
Omiued, ai obsolete. 

Clause 75(1). 

Clause 75(2). 
Clause 75(3). 

Clause 164. 
Clause 184(1). 
Clause 184(2). 
Clause 184(3). 
Omitted, as unnece.1aary in the 

draft as framed. 
C!au.~e 184(4). 
Clause 168(1),.part. 
Clause 168(6). 
Clause 168(5). 
Clause 168(2), part. 
Clause 168(2), part. 
Clause 185(1). 
Clause 185(4). 
Clause 18513). 
Clause 281. 

Clause 13(1). 
Clau,;e 91(1), part. 
Clause 13(2). 
Clause 91(1), part. 
Clause rno. 
Clause 13(3). 
Clause 91(2). 
Clause 322. 
Clause 181(2), part. 
Clause 181(3). 
Clause 181(2), part. 
Clause 18o(4). 
Clause 181(4), (a). 
Clause 181(4), (h) part. 
Clause 18116). 
Clause 181(4), (b) part. 
Clause 181(1). 
C!au~c 194(1). 
Clause 18o(1). 
Clause 18o(2) . 
Clause 180(3). 
Clause 191(1\. 



Seetion 26A(2), pact . 
Section 26A(2), part . 
Se<:tion 26Al2), part . 
Sec1ion 26Al2), part 

Section 26A(2), part . 
Section 27 
Secdon 28(1), main para 
Sectfon 28/1), Prov. (,i) 

Section 28(1), Prcv. (h) 

Seetion 28(1), Prov.(c) 
Section 28(1), Prov.(d) 
Section 28(2) 
Section 28(3) 
Section 28(4) 
Section 28(5) 
Scrtion 28(6) 
Section 29 
Section 30(1), main para 
Section 30(1), 1st Provi;o 

Section 30(1), 2nd Proviso . 
Section 30(1), 3rd Proviso 

Section 30(1A) . 
Sectiim 30(2), part 
Section 30(2), part 
Section 30(3) 
Section 31(1), c.idin pan 
Section 31(1), latter part 
Section 31(2) 
Sec!ion 31(2A) 
Se.-tion 31(3), opening lines 
Sntion 31(3), main para, dause(a) 
Section 31(3), main para, dause(h) 
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Sn;tion 31(3), main para,dauses {&), (d} and(,) 
Section 31(3), main para, clause (_f) 
Senicn 3)(3), main para, clauses (cl and (h) 

Section 31(3), Jst proviso 
Section 31 {3), 2nd proviso 
Secti<•n 31(4) 
Section 3 r ( 5) 
Section 32 
Section 33(1), part 
Section 33(1), part 
Se<:tion 33(1), part 
Seetion 3311), part 
Section 33(2), earlier part 
Sect ion 33(2), latter part 

Seaion 33(2A) • 

• 

Clause 191(3), 
Clawe 191(4). 
C!au.se 191(5), 
Clause 191 (6), 

Clau.M: 192(1). 
Clau.M: 151, 
Clawe 28o(1), 

Clause 28o(3)(a). 
Clause 28o{3)(b), 

Clause 280(3}(c). 
Clause 28o(2). 
Clause 28o(4). 
Clause 283(1), 
Clause 284, 
Clau,e 283(3). 
Clause 283(2), 
Clause 163, 
Clause 254. 
Omitted, as under the draft 

proposed for existing section 
46(1),pcnalinterest runs with· 
out any ~pecific order by the 
Income-Cl':'< Officer. 

C!auS<c' 255. 
Omitted, in view of section 23 A.. 

as amended uptoclate. 
Clause 256, 
C!awe 257(2), 
Clause 257(3). 
Clau,e 257(1). 
Clause 258(1), 
Clause 258(3), 
Clause 258(4), 
Clause 258(5). 
Clause 259, opening lines. 
Clause 259(1J(a), part. 
Clause 259(1) (a), part, 
Clause 259(1}(c), part, 
Clause 259(1)(b), 
Clause 259(1)(c), part. 
Clau~ 259(2). 
Clause 258(2) . 
Clause 275, par1, 
Clause 258(7). , 
Repealed, 

Clause 26o(1 ), opening 141,es .. 
Clause 26o(1){a). 
Clause 26o(1)(b). 
Clause 26 1 { 1) , part. 
Clause 26o(2). 
Clame 261(1), part. 
Clause :;i61M, pan. 



Section 33(3) 
Section 33(4) 
Section 33(5) 
Section 33{6) 

- Section 33A(1), main para 
Section 33A(1), prov.iso(a), part 
Section 33A(1), proviso (a), part. 

Section 33A(1), proviso (b), part. 
Section 33A(1), proviso (b), part . 
Section 33A(1), proviso(~) 
Section 33Af2), main para, part . 
Section 33A(2), main para, part . 
Section 33A(2), 1st proviso (a), part 
Section 33A(2), 1st proviso (a), part 
Section 33A(2), 1st proviso(b) 
Section 33A(2), m proviso{c) 
Section 33A(z), 2nd proviso 
Section 33A(2), Explanati,m 

Section 33A{3) • 
Section 33H( 1) . 
Section 33B(2) , 
Section 338(3), part 
Section 33B(3), part 
Section 33B(4), part -
Se<;tion 33B\4), part -
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Section 34(1), 1st para, clause (a), part 
Section 34(1), 1st para, clause (a), part 
·Section 34(1), 1st para, clause (b), part 
Section 34(1), ist para, clause (b), pa.rt 
Section 34( J), imd para, part 

Section 34(1), 2nd para, part 
Section 34( 1 ), 2nd para, part 

Section 34( 1) 2nd para, part 

Glawe 262, part. 
Omitted. 
Clause 275, part. 
Omitted. 
Clause 272(1), part. 
Clause 272(5)(a), part. 
Clause 272(5)(b), part. 

Clause -272(5) (,), part. 
Clause 272(5) (dJ, part. 
Clause 272(3). 
Clause 272(1), part. 
Clause 272(4). 
Clause 272(5}(a), part. 
Clause 272(5)(b), part. 
Clau.e 272(5)(c), part. 

'Clause 272(5}(d), part. 
Glau,.., 272, Explanation r. 
Clau,e 272, Explanation 2. 
Clause 272 (6). 
C!ausc 271(1). 
Clause 271 (2). 
Clause 26o ( 1 J (d). 
Clause 261 (1), part. 
Clause 262, part. 
Omitted. 
Clause 152 (a). 
Clause 153, part. 
Clause 152 (b). 
Clause 153, part. 
Clause 152, paragraph below sub. 

clause {b). 

Clause 154(1). 
Clause 155, ( 1) opening li'1es and 

para (a), opening hncl. 

Clause 155(1) (b). 
Section 34(1), 1st proviso, clause (i) Omitted, as obsolete. 
Section 34(1), 1st proviso, clau.~e (1i), earlier half Clause 155(1) (a) (iii). 
Section 34(1), 1st proviso, clause (ii), latter half, part Clause 15:, (1) (a) (ii). 
Section 34(1), 1st proviso, clau,c (ii), Inter half, Clau.-;e 155 (1) (a) (1). 

part. 

Se,;tion 34(1), 1st proviso, dause (iii~ part 
Section 34(1), 1st proviso, clause (iii), part 
Section 34(1), 1st proviso, clause (iii), part 

Section 34(1), 1md proviso . 
·Section 34(1), 3rd proviso . 
Section 34(1), Explanation. 
Section 34(1A) . 

Section 34 (1B). 

Clause 154(2). 
Clause 157(1). 
Clause 157(2). 

Clause 155(2). 
Clause 158(1). 
Clause 152, Explanat.ion. 
Omitted, as obsolete. 

Omitted, as not appl~!e for 
future years. 

Omitted, as not 
future yOlln. 

' applic:atte for 

I 



Section 34(1D) . 

-Section 34(2) 
Section 34(3), main para, part 
Section 34(3), main para, part 
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Section 34(3), main para, part [reiating I& 
sment under section 34(1) (a)) 

Section 34(3), ut proviso , 
Section 34(3), 2nd provi~, earlier half 
Section 34(3), imd proviso, latter half, part 
Section 34(3), 2nd proviso, latter half, part 
Section 35(1), main para, part 
Section 35(1), main para, part 
Se<.tion 35(1), main para, part 
Section 35(1), main para, part 
Section 35(1), 1st Prov. 
Section 35(1), 2nd Proviso. 

Section 35(2) 

S cction 35(3) 
Section 35(4J 
Sec·tion 35(5) 
Section 35 (6) 

Secti<;m 35(7) 

Section 35(8) 
Section 35(9) 
Section 35(1◊) 

Section 35 (11) (See Finance Act, 1958) 
Section 36 
Set:tion 37(1) 
Section 37(2) 
Section 37(3) 
Section 37{4) 
Section as 
Section 39 
Section 40 { 1), part 
Section 40(1), part 
Section 40(1), part 
Section 40(2) 
Section 41 (1), main para, part 
Section 41(1), main para, part 
Section 41 (1), main para, part 
Section 41 ( 1), main para, part 
Section 41{1), 1st Prov., earlier half, part 
Section 41(1), 1st Prov., earlier half,part 
Section 41(1), 1st Prov., latter half 
Section 41(1), 2nd Prov. 
Section 41 (2) 

Omitted, as not applicable for 
future year1. 

Clause 158(2). 
Clause 16o (1) (a). 

_ Clause 16o (2) (b) (i). 
Ule!I• Replaced by clause 16o (2) (a). 

Clause 16o (2) (b) (ii). 
Clause 16o (3) (i). 
Claus~ 156. 
Clause 16o (3) (ii). 
C!ause 161 (1) (a) and (b). 
Clause 161 (1) (c). 
Clause 161 (2). 
Clause 161 (7). 
Clause 161 (3). 
Omined, as not applicable for 

future amessment years. 
Omitted, as the Tribunal is 

proposed to be aboliifled. 
Clause 161 (5). 

Clause 161(6). 
Clause 162(1). 
Omitted, a~ not applidl.ble for 

future asseasment y~. 
Omitted, as not appli<ab!c for 

futw-e assessment years. 

Clause 162(3). 
Clause 162(4). 
Omitted, as not applimble for 

future assessment years. 
Clause 162(5). 
Repealed. 

Clause 136(1). 
Clause 137. 
Clause 136(2). 
Clause 136(5). 
Clause 138. 
Clause 139. 
Clause 16g (1) (ii). 
Clause 170 (1) part. 
Clause 170(1), part. 
Glawe 173(1) (d). 
Clause 169 (1) (iii). 
Clause 169 (1) (iv). 
Clause 170(1), part. 
Clause 170 (1), part. 
Clause 174, opening part. 
Clause 174(a), part. 
Clause 174{a), part. 
C\alDC 175. 
ClaUK 177,pt.rt. 
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Section 42(1}, main para, earlier half . 
Section 42(1), main para, latter half, part 
Section 42(1), main para, latter half, part 
Section 42:(1), main para, latter half, part 
Section 42(1), 1st Prov. 
$e(;tion 42(1), 'lnd Prov. 
Section 42(1), 3rd Prov. 
Section 42'2) 
Section 42(3) 
Section 43, main para 
Section 43, 1st Prov. 
Section 43, •.md Prov. 
Section 43, Explanation 
Section 44(1). part (St.-e Finance Act, 1958) 

Section 44 (1), part (Sec Finance Act, 1958). 

Section 44(2), Part /See Finance Act 1958) . 
Section 44 (2), part (See Finance Act, 1958) . 
Section 44(3), part (See Firumce Act, 1958) 

Section 44(3), part (See Finance Act, 1958) . 
Section 44(3), part (See Finance Act, 1958) 
Section 44(3), part (See Finance Act, 1958) 
Section 4,4-A, earlier part 
Section 44A, latter part 
Section 44B (1) . 
Section 44B (2), earlier half, part 
Section 44B (2), earlier half, part 
Section 4-1B (2), latter half. 
Section 44B (3), earlier part 
Section 44B(3), latter part 
Section 44G 

Section 44D. 
Sub-section (1), part 
Sub,.section ( 1 ), part 
S,1b-section {1), part 
Sub-section (2), part 
Sub4ection (2), part 
Sub,.scction (3) 
Sub-section (4) 
Sub-;e<.tion (5) 
Sub-section (6) 
Sub-section (7i (a_) 
Sub-section (7J (b) 
Subsection (7) (c) 

Sub-section (7) (d) 
Sub,.section 7 (t) 
Sub-section (8) 
Sub-section (9) . 

Claus<- g(i), main para. 
Clause 169 (t) (,). 
Clause 170 (t), part. 
Claute 177, part. 
Clause 183. 
Clause 171(2). 
Clause 171(3). 
Clause 95. 
Claus,· g(i), Exp\. 
Clause 173(1) (a) (b) (c). 
ClauSt: 173(1), Prov. 
Clame 173(2). 
Clarne 173(1), F.xp!. 
C\arne 186(1), opening Jin~ and' 

sub-clause (a). 

Clause 196(1). opening lines and! 
sub-dau..~c (a). 

Clause 186 (3), part. 
Clause 196 (3). part. 
Clause 186(1) (b). 

Clause 186(3), part. 
Clause 196(1) (b). 
Clause 196(3), part. 
Clause 182(1). 
Clause 182(8). 
Clause 182(1)-
Clause 182(4), part. 
Clause 182(5). 
C\auso 182(2). 
Clause 181(4), part. 
Clause 182(6). 
Clause 181(7). 

Clause g6(1) (a). 
Clause 96\6) {f), part. 
Clause g6(1) (b). • 
Clause g6(6) (c). 
Clause g6 (6) (f), part. 
Claus.- 96(2). 
Clause 96(3). 
Clause g6(4). 
Clause 96(5} . 
Clause 96(6) (a). 

Clause 96(6) (b). 
Omitted, in view of S. 23A ~ 

amended uptodate. 
Clause g6(6) (d). 
Clause 96(6) (e). 
Ciau.sc: g6(7). 
Clause g6(8). 



Seetion 44E
Sub-twion (1) 
Sub«etion (~) 
Sub-seccion {3} 
Sub-sectio11 ( ♦) 
Sub-sectioa (5) 
Sub-vction (6} 

Section 44F

Sub-section ( 1) 
Sub-section (11) 
Sub-section (3), main~paz-a 
Sub-section (3), proviso 
Sub-set:tion (4) 
Su~ion {5) 
Sub-section (ti) 

S«-tion 45, main para, part 
Section 45, main para, part 
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Section 45, m Prov. (printed with tM main para) 
Section 45, 2nd Prov. 
Section 45, Exp!. 
Section 46(1) 
Section 46(1A) 

S«.tion 4-6(11) 
Section 46(3} & (4) 
Section 4-6(5} 
Section 46(,Y\), ut paragraph part 
Section ¢(.sA), ut paragraph, pan 
Section 46(5A), !Ind paragraph 
Section 46(,SA), 3rd paragraph 
Section 46(5A), 4th paragraph 
Section ,t.6{,Y\), 5th paragraph 
Section 46(5A), 6th p,uagraph ~ 

Section 46(6) 
Section 4,6(7) 1 main parap-aph 
Section 46(7), ut Prov. 
Section.¢(?), 2nd Prov. 

S«tion 46(7), Explanation, earlier balf 
Section 46(7), Explanation, latter half, part. 
leetion .¢(7), Explanation, latter hair, part • 
Section 46(7), Explanario11, latter half, part. 
Section 4,6(8) 
Section 46(9) 
Section 46( IO) 

SectioQ 4,6A(1) . 

Sectioc ffiA(•}. lit.MA par...-.pb ' Section f6A.(•). 1-sp1.,,- • 1' 

21-1 Law o.ra./58. 1 

ChllllO 97(1). 
Cl&t111e97(2). 
ClaUH. 97 (5). 
Clause 97 (6). 
Clause 97(8). 
Clauses 97(7) and 279. 

Clawie 97(3), part. 
Clause 97(3) part. 
Clause 97(3), part. 
Clause 97(4). 
Omitted. 
Omitted. 
Omitted. 
Cla1.11e 229 ( 1). 
ClatUC 229 (3). 
Claulc 229 (5). 
Clause 229 (6). 
Clauac 2291 Exp!. 
Clause 230. 
Omitted, as under the.draft for 

246(1) as propo,ed. peaalty 
(interest). rwu witbf:,ut -y 

<;>rder. 
Clause 130(1). 
Clauae 235{5). 
Clause 235(2). 
CJausc 235{3)(i). 
Clause :a35(3)(ii). 
€lausc :a35(3)(W}. 
Clause 253 (3) (•l
Clau.e 235(3)(ri). 
Claux :a35(3)(aii). 
Clause 235(3){iii). 
Clause 236. 
Clause 242, main pat4. 
Clause 24-11, Prov. 
Omitted. Sec 11t Pro..i U 

propoeed. ! 

Ciat11e 24-11, ~ 
Clau,e 231(:a). • 
Claiue 235(1), 
Clause 2.43, 
ClaUIC 237. 
Clause 238. 
ClaUN 239. 
C:i.lUIII ll.fl{I), 

Cla\UC 241(~ 

01a- tf'4-~ 



Section 46A(3) . 
Section 46A(4) 
Section 47 
Section 48(1) 
Section -48(2) 
Section 48(3) 
Section 48(4) 
Section 48A 
Section 49 
Section 4gA 

Section 49AA 
Section 49B(1), part 

Section 49B(1), part 
Section 49B(2) 
Section 49C 

Section 49D-
Sub-section (1) 
Sub-section (2) 
Sub-section (3) 
Sub-section (4) 
Explanation 

Section 49E 
Section 49F 
Section 50, main paragraph 
Section 50, 1st Prov. 
Section 50, 2nd Prov. 
Section 50A 
Se<:tion 5 1, opening lines 

Section 51(a) 
Section 51{b) 
Section 51(,) 
Section 51(d) 
Section 51(i) 
Section 51, last part 
Section 52 
Section 53 
Section 54( 1) 
Section 54(2), earlif'r part 
Section 54(2), latter part 

Section 54(3)
Clause (a) 
Clause (b) 
Clause (,) 
Clau,e (J) 

't1ause (e) 
Clause (j) 
Clal.UC (g) 
Clause (gg) 
Q,au11: (i) 
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.. 
Clause 241(3). 
Clause 241(6). 
Clause 240. 
Clause 247. 
Clause 250. 
Clause 248(1), 
Clause 251. 
R1·praled. 
Repealed. 
Clause 92. 

,l_epealed. 
Omitted, in view of redraft of 
Section 3. 
Clause 246(2). 
Clause 246(3). 
Clause 94. 

Clause 93(1). 
Omitted, as spent, 
Clause 93(2) 
Omitted, as spent. 

Clause 93, Exp!. 
Clause 253. 
Clause 248(2). 
Clause 249(2). 
Omitted, as spent. 
Omitted, as spent. 
Repealed. 1 

Clause 285, opening line~ 
Clause 285(J). f 
Clause 285(e), 
Clause 285(b). 
Clause 285(,). 
Clause 285(a). 
Clause 285, last part. 
Clause 286. 
Clause 287. 
Clause 14r(1). 
Clause 141(2). 
Clause 288(1). 

Clause 141(3)(0). 
Clause 141(3)(b). 
Clause 141(3)(d), 
Cla1111e 141(3)(,). 
Clause 141(3)(.f). 
Clause 141(3)(/i). 
Clawe 141(3)(i). 
a-use 141(3)(j). 

'j '• ,CJ,._ r4-1(3)(l). 



Clause (i) 
Clause (j) 
Clause (k) 

Clause (l) 
Clause (m) 
Clause (n) 
Clause (o) 
Clause (p) 

Section 54(4) 
Section 54(5) 

Section 55-
Main paragraph 

1st proviso 
2nd Proviso 

Section 56 

-Section 56A-
Sub•section (1), opening lines 
Sub-section (1), Clause {i}, part 
Sub-section (1), Clause (i), part 
Suh-section (1), Clause (ii) 

. Sub-section (2) 

Section 57 
Section 58, Sub-.1ection (1), part 
Seciion ,58, Sub-section (1), part 
Section 58(2) 
Section 58A 
Section 58B(1) 
Section 588(2) 
Section 588(3) 
Section 588(3A) 
St:ction 588(4) 
Section 58C(1), opening lines 
Section 58C(1)(a), main paragraph 
Section 58C(1)(a), Proviso. 
Section 58C(1)(b), maill paragraph 
Section 58C(1)(b), Proviso. 

Section 58C( 1) (c) 
Section 58C(1)(d), main paragraph 
Section 58C(1)(d), Proviso. 
Section ,58C(1)(e) 
Section 58C{I)(f) 
Section 58C(1)(g), earlier part 
Section 58C(1)(g), latter part 

Section 58C(1)(h), 
Section 58C(2) 
Seciion 58D 
Section 58E 
Section 58F 

Section 580(1), earlier part 

:&i:tion 580(1), lattu part 

• 
" 

,· 
' 

1-1 

Clause 141(3)(1). 
Clause 141(3)(m). 
Clause 141(3)(0). 
Clause 141(3)(,t,). 
Clause 141(3)(,J. 
Clause 141(3)(,). 
Clause 141{3)(s). 
Clause 141(3)(1). 
Clause 141(4). 
Clause 288(2). 

Clause 98(1), main p~a. 
Clause 98(3). • 
Clause 104. 
Clause 99. 

Clause 108(1), openint line1. 
Clause 108(1)(i). 
Clause io8(3). 
Clause 108(1)(ii). 
Clause 108(2) . 
Repealed. 
Clause 102(1). 
Clause 102(2). 
Clause 200(2). 
Clause 305. 
Clause 289(1). 
Clause 289{2;. 
Clause 289(3). 
Clause 289(4). 
Clause 301. , 
C!au~c 290, opening !~es.. 
Clause 290(a). • 

Clause 291(1). 
Clause 2go(b). 
Clause 291(2). 
Clause 290(~). 
Clause 2go(d). 
Clause 291 (3)(b) 
Clause 290(~). 
Clause 290(1). 
Clause 29o(g). 
Clause 291(3)(a). 
Clause 29o(h) 
Clause 292. 
Clause 291(4). 
Clause 294. 

Clause 295. ~ 
Omitted, :u covered daft 

clau,es.l f; (13) ... 
CJau,o ,.,(1). • 



Scetion 58G(2) • 
Section 580(3) 
Section 58H 
S«:tion 58I 
icction .s8J(1} 
Sc,ction 58J(2) 
Section 58J(3) 
Section 58J(4) 
Section 58](5) 
Section 58K 
Section 58L 
Section 58M 
Section 58N 
Section 580 
Section 58P, main paragraph 
Section 58P, Proviw 
Section 58Q 
Section 58R, main paraguph, part 
Section 58R, main paragraph, part 
Section 58R, main paragraph, part 
Section 58R, ut Prov. 
Section 58R, 2nd Prov. 
Section 588(1) 
&.ction 588(2) 
Section 58T 
Section 58U 
Section 58V 
Section 59 

Section 6o( 1) 

Section 6o(2), for income-tax 
Section 6o(2), for super-tax 
Section 6o(3} 

Section 6oA 

Section 61 ( 1 ), part 
Section 61(1), part 
Sec1i,.,n 61 (1), part 
Section 61 ( 1), part 
Section 61(1}, part 
SC'Clion61(2)(i) 
Sec:tion 61 (2J(U) 
Secti<.'n 61 (2)(iii) 
Section 61(2)(iP) 
Section 61(3), main paragraph, part 
&-.ct.ion 61(3), main paragraph, part 
Section61(3), Prov, 
Section &t 
Section 63 
Soct.ioxl 64(1) 
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Clause 2g6. 
Clau,e 297(1). 
CJa119e 2g8. 
Clause 300. 
Clause 1199(1). 
Clause 299(2). 
Clause 299(3). 
Clause 1191(5). 
Clause 1199(4). 
Clause 302. 
Clause 303. 
Clause 304. 
Clause 318. 
Clause 3o6. 
Clause 307(1). 
Clau,e 307 ( 2). 
Clause 3o8. 
Clause 309. 
Clause 3m, main paragraph. 
Clause 311, part. 
Clause 311, part. 
Clause 310, Prov. 
Clause 312. 
Clause 313. 
Clauses 314 and 166(3). 
ClaU5C 315. 
Clause 316. 
Clause 329. 

Omitted as obsolete. See l'Sltist-
ing S. 6o{3). 

Clause go. 
Clause 112. 
Omitted as inapplicable to fu

ture assessment years. 
Omitted, as not required for fu-

ture a.'ISCSSment years. 

Clause 324(1). 
Clause 324( 2), opening Jin•. 
ClaU5C 324(2)(i). 
Cl= 324(2)(ill). 
C!u~e 324(11)(0), paft. 
Clause 3114(2)(ii). 
Clause 324(2)(Ui). 
Clause 3114(11}, Expl. 
Clause 324(11)(0),patt. 
Clau,e 324(3}. 
Ciau.'IC 324(4), main para .. 
Clause 324(4), Prov .• 
Clause 3115. 
Clau.e 320. 
C1atne13s(1). 



Section 64(~) 
Section 64(3), main paragraph 
Section 64(3), nt Prov. 
Section 64(3), 2nd Prov. earlitt par! 
Section 64(3), 2nd Prov. latter part 
Soction 64(3), 3r<l Prov. 
'Srction 64(4) 
Sectim 64(5) 
Section 65 
Section 66(1), main paragraph, part 
"!kct.ion 66(1), main paragraph, part 
Section 66(1) , Prov. 
S.:cdon 66(2) 
Section 66(3) 
-S.-ction 66(4) 
'Section 66(5), pan 
Section 66(!',), part 
'Section 66(6) 
~tion 66(7), main paragraph 
Section 66(7), proviso 
Secdon 66(7A) . 
Section 6~(8) 
Section 66A(1), main paragraph 
Section 66A{1),· Proviso 
'Section 66A(2! 
'Srction 66A(3), main paragraph . 
Sec::tion 66A(:;), ht Proviso, part 
Section 66A(3), tst Proviso, Part 
Section 66A(3}, ,md Prov. 
Section 66A(4) 
Soction 67 
Seclion 67A 
Section 67B 
Section 68 
Sehdu.k 

Rule 1. 
Rule2. 
Rule3. 
Rule 4. 
Ruic 5(i) 
Ruk 5(ii) 
Rule 5(iii) 
Ruk 5(iv) 
Rule 5(v) 
Ruic fi, earlier half, part 

Rule 6, earlier half, part 
Rlllc 6, latte, half 
Ru!e7 -
Ru1e, fl, para 1 
Rule, 8, para 2 
Rule9. 

• 
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Clau,;t 135(2). 
Clau,;e 135(3), main pan. 
Cla.use 135(3), nt Prov. 
Clauw. 13~i(4)(a) 
Claus<" 13i,(41(b). 
Clause 135(5). 
Clause 135(6). 
Clause 135(7). 
Clause 326. 
Clause 261(1), part, 
Omitted. 
Omimd. 
Omitted. 
Omimd. 
Omitted. 
Clause 263, 
Clause 26:;. 
Clause 266. 
Clause 273, part. 
Clause 267(2), part. 
Clause :261(2), part. 
Clause 278(a). 
Clause 264(1). 
Clause 264(2). 
Clause 268. 
Clause 26g( 1), main para. 
Clause 269( 1), Prov. 
Clause 273, part. 
Clause 274. 
Clause 26g(4). 
Clause 327. 
Clause 276. 
Clause 328. 
Repealed, 

Rule 1, First S...hcdul~
Rule 2, First Sehcdut,. 
Rule 3, First Seheclu!f. 
Rule 4, First Sehedu\e. 
Clause 5(1) (g). , 
Rule 7( 1)(D, Fint S<li,edule. 
Rule 7(1) (iii), Fint $ehedule. 
Rule 7(1) (iv), Firn ~hedule. 
Rule 7(1}(ii), Fint 5i_~ed~. 
Rule 5, opening linesj Fint Sche· 

dule. 
Rule 5(b), First Schedule. 
Ru!t 5(e), First Schedule. 
Omitt«I, as not reqJired.l 
Rule 6(1) First Sehedulc. 
Ruic 6(2), First Sehr.Jule. 
Clause 44, pan. 

1 Jt_ is undcntood that then: are,io comp~e, carrying on dividing societiet OI' a.ueaa-
ment bUS1ncss. .I 
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NOTES ON CLAUSES 

CHAPTER I 

PRELIMINARY 
Notes to clause 1. 

The word "Indian" has been omitted in consonance 
with the recommendation made by the Commission in res
pect of other Acts, and in conformity with recent legislative 
practice. 

Notes to clause 2. 
The words "unless here is anything repugnant in the 

subject or context", appearing in existing section 2, have 
been retained, in view of the opening lines of section 3. 
General Clauses Act, though recent Central Acts use the 
formula "unless the context otherwise requires". 

1. ~gricuhu- Till recently there was a conflict of judicial op!nion 
ra\ income. regarding the interpretation of the word "agriculture . In 

the latest pronouncement of the Supreme Court', all the 
decisions have been reviewed and the conflict in the judicial 
pronouncement resolved. Hence it is not necessary to ex
plain what is meant by "agriculture". 

::i. Annual Since existing section 9 has been broken up, iq the 
value. draft, into various clauses, it appears useful to have; thi~ 

definition pointing to the relevant provision. • 

3. Appellale No change has been made in the existing proviJ;ion. 
Assi~~t Co- Only. it has been placed before the definition of 'asses$ee'. 
mm1ss1oner. · s· Approved Since these two expressions occur frequently in the 
""'r"=, ua- Act, a reference has been made to them here. tlOn un etc. 

5. Asmsee. The existing definition of 'assessee' has- been rep~ced 
in the draft by a more comprehensive definition, so to 
include all the possible categories of assessees, i.e., i) a 
person who is himself liable to pay the tax on incom be
longing to him, (ii) a persov liable to pay tax on in me 
belonging to another person, and (iii) a person who is Q m
€:d under the sections of the Act to be an "assessee" or! "as
sessee in default". 

Wherever necessary, drafting changes have been adc 
m the substantive provisions (i()J1.rticularly in the C tcr 
entitled "Liability in Special Cf4,Sts") to bring out the r suit 
that any person on whbm a lil4bllity to pay tax etc. i im
posed by the Act, bectmes an; assessee. It is hoped hat 
the definition of 'assessee', as drafted, when read wit the 
substantive provisions, will cover all cases of vicari01,1s; lia
bility falling under any of the following categories :-

(1) One person's income included in another's total in
come-vide existing sections 4(2), 16(1)(c), lf(3), 
44D. 44E and 4'F, as well as section 42(2). 
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(2) One person liable to ,e assested as representing an~ 
other person under existing sections 40, 41, 42(1). 
and 441l(3). 

(3) One person ceasing to. exist, and thereupon ano
ther becoming liable) to be assessed for or to pay 
tax for which the f~rmer is 1iable-vide existing 
sections 24B, 25A, 2642), Pro~so and 44. 

(4) One person liable to J)ay (wiibout the formality of 
assessment) tax normally pa~ble by another-vide 
existing sections 18(~ and ~(2) and (3). 

(5) Cases where procedure for r(!!Covery of tax may be 
applied against one person, ('f/ho is not himself the 
assessee) for tax r~overabij! from another-vide 
existing section 46($A) 5th para and also draft 
Second Schedule, Rule 87. 

(Existing section 8, 3rd Proviso and sec.tion 58-U need 
not be specifically dealt with here). 

Since the definition of "essessee" is made comprehen
sive, the words ''or other person lial:>le to pay such tax, 
penalty or interest" occurinli in existing section 29 have 
been omitted in the draft'. 'this will remove the difficulty 
created by a decision of the Madras High Court'. 

A definition of ~ssessmeat, as including re-assessment, ~j_Auess
has been inserted on the lines of the Canadian Income-tax llf'nt. 
Act'. , 

This is new. Though th, Act use$ the expression "as- 7~ Assc5 .. 
s"essment year" there is no definitiOfl of that expression ntnt year, 
anywhere in the Act. We have, thenefore, included a defi- ' 
nition which conforms to the existing practice. In the In
come-tax Acts of other countries, e.r,., Ceylon, there is a ( 
definition of 'assessment yeat'. I , 

This is new. Instead of giving an elaborate formula tAn,... 
to arrive at the average rate wherever it becomes necessary, 1 cor::!.tax. 
we thought it more convenient and conducive to clarity 
to add a definition. This is' based '>n sub-section (5) of 
existing section 17. • ; : 

Mention of earned income relief has not been made in ' 
the definition, in view of the ofact that the provisions of the 
Act relating to earned income relief lhave now l:fecome ob
solete. Since successive Finance Acta fur the last two yl:'ars 
have n'.)t provided for this rtlief,. it W'Ould seem to be the 
confirmed policy of Govern~nt to af:>c>lish earned income 
relief. • • I 

This is also a new provision intqnded to arrive at the J,cragc rate 
average rate of super-tax; (compare the definition of "ave- ·,r 1upn1ax. 
rage rate of income-tax" referred to above). 

' Vidt draft clause 163. 
1 E. A{fied vs. Addl. J.T.O., (1956) 29 I.T.R. 7o8 Sec also Abdul i.asim 

vs. C.J.T. (1958)33 1.T.R. 466. j j J 

• 8cfe the (Canadian) Jncome-t-11Act., 19-t't f«lion 139(1)(d). 
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9- lluaineu. No change has been made in existing section 2(4). 

10. Capital Item (iii) of the existing deftnition, which excludes "an] 
anei.. land from which the income derived is agricultural income • 

' has been redrafted and replaced by the words "any agricul
tural land in India". The general scheme of the constitu
tional provisions relating to taxation is to exclude agricul
tural land from taxation by the Union, and it would, 
therefore, be in conformity with that scheme to express 
this exclusion, not in terms of "agricultural income" but in 
terms of land. Agricultural land which has been cultivated. 
say, for 5 years and then remained fallow for 2 or 3 • years 
during which it is sold, would, under the existing definition, 
attract capital gains tax. This anomaly will now be remov
ed by the proposed redraft. 

11. Central 
Board of Re• 
venue. 

No change; it corresponds to existing section 2(4B). 

No change; it corresponds to existing section 2(5). 12. Commis• 
sioner. 

13. Compa• There is no substantial change in the draft, which fol-
ny. lows the existing definition in section 2(5A). 

14-. Co-opera· No change; it follows the existing definition in section 
tive S«:iety. 2(5B). 

1 5. Director, We have included in the existing definition [sec. 2{8A)] 
Manager, the word ·'Director" also, and we have substituted fl.t- the 
Managing "Indian Companies Act, 1913", the "Companies Act, 1956". 
Agent. To make the meaning clear, we have also introduced the 

words "in relation to a company". 

16. Director No change; it corresponds to existing section 2(6>. 
of Inspec-
tio11. 

17. Dividend. There is no change in the existing definition in section 
2(6A), except that we have added another explanatic>n to 
the effect that the aocumula~ profits "shall include all 
profits of the company up to the date of distribution or. pay-
ment referred to in this clause". • 

The reason for this alteration is this. In the Ca$e of 
Girdhar Das and Co. Ltd. vs. C.I.T.', the Bombay .Hieli 
Court observed that in this section, "accumulated prf)fits" 
have been used in contra-distinction to current profitsi. In 
our opinion, the intention of the legisla'ture was to intlude 
the current profits also in the definition; and to makE! this 
clear we have made the proposed alteration. 

We have adopted the existing definition [section 2(6AA)J 
with the following changes. To make the meaning of clause 
(b) clear, we have split it up into two clauses and number
ed them as (b) and (c). The existing clause (c) is renum
~-~r_:<1~ .. clause (d). ~~ added an explanati1n to 

1 . (1957) 31 I.T.R. 82. • , 

I 
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overcome the difficulty introduced by the Madras High 
Court in Mari Muthu Nadar v. C.I.T.' 

No change; it follows the existing definition in section ,9• Firm, 
2(6B). parttier _aild 

partnersh,p. 
We have included in the txisting definition other pr~ 

visions which treat income as deemed income for the pur- 20• Income. 
pose of the Act. 

The Act uses at several places tht: lengthy expression 
~'income, profits and gains". To simP.!ify the matter and 
to avoid repetition, we have included 'profits and gains" in 
the definition of income, and throughout the Act we have 
·used, as far as possible, the word "income". Suggestions 
have been made that we should give ,n exhaustive defini
tion of income. 1 t is not possible to do so. 

The provision within the brackets in existing sub. 
clause (iii) (relating to the meaning of "person having sub
stantial interest in a company") has been transposed as an 
€Xplanation. 

Item (vii) of the existing definition of income relates 
to the profits and gains of insurance business carried on 
:by a mutual insurance association cr by a Co-operative 
.Society. What is described ¥ "profits and gains" in this 
item is, in fact, merely a surplus. The definition simply 
.artificially extends the conception of income so as to cover 
such surplus. The existing fiords "eomputed in accord
.a.nee with Rule 9 in the Schedule" iedicate this clearly, 
when read with existing rule 2(b) of the Schedule. An 
attempt has been made to bring out this aspect still more 
,clearly in the draft.' 

No change, in the existing definition in section 2(7>. 2 i, _ Income• 
tax!Officer. 

We have revised the definition of 'Indian company', in 22. ·Jndian 
the light of the Companies Aet, 1956, and the abolition of Co!J}pany. 
the distinction between Part A and Part B States. The 
,existing position relating to companies registered in the 
State of Jammu and Kashmir is retained. 

No change; it follows existing_ section 
·been placed after "Income-tax Officer". 

23. i'nspect-
2(6D), and has ~gl ~is_iant 

t;oipmiss,on• 
er. , 

No change; it follows exsiting sebtion 
been placed after "Income-tax Officer". 

2(6E), and has 24.fJnspector 
• of , Income-

1 (1956) 30 LT.R. 670. For the correspondinf provision in the U. K. 
Aet, see Section 525{1) last para, of the Income-tax Act. 1952. 

•. J:or a general discuuion of the • ~ition rcgvdini;: mulual insurance 
..as,ociat,ons, see the recent Privy Council case of Ettglish and Sc,Jttish Joint Cq-
.op,,a,i,,,f Whoksalt SOCU!J Ud., v. Ass~· lUJralf,: IDX Commissiotllr,(1948) 
2 A. E. R. ll95· See also I. T. I. C. Re , 1918, ., 126, page 54, and 
,compare socrion 121, Australian Inc • tax etc. ,; 1936-1953. 

; 

'"• 



25. Magistra

"· 

26. Non•rcsi
dcnt-

2i- Person. 

28. Prescrib• 
<d 
:.19. Previous 
y<:al". 

30. Principal 
Officer. 
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Under the existing definition, second-class ma~trates 
specially empowere41 by the Central Government are also 
authorised to try offences under A.ct, and in the State 
of Jammu and Kashmir the State Government ma)' autho
rise a Magistrate of the secolld class to try offences under 
the Act. We are, however, not in favour of seco&d-class 
Magistrates trying offences .wider the Act, and we have 
therefore, confined the power to first class Magistrates 
throughout India. Ipcidentally, this will lead to simplifica
tion of the definition and uniformity. 

The Act uses various phrases for a person who is not a 
resident of India. For the Bake of uniformity, the.phrase 
"non-resident'· has J;een used. in the draft wherever practi
cable, _and has been defined here. 

The definition of "person" in existing section 2(9) has 
been amplified. 

The existing definition includes (a) Hindu un~ivided 
family and (b) a local authoni.ty. The General Clauses Act,' 
defines "person" as including a company or association or 
body of individuals whether incorporated or not. The 
charging section (section 3) of the Income-tax Act e,nume
rates the units for taxation ai;; "individual, Hindu un4'ivided 
family, company, local authority, firm and other USOCia
tion of persons, or the partr,.ers of a firm or the m~bers 
of the association individually". Section 4 of the Act refers 
to a "person". 

It seems desirable to have a comprehensive definition 
of the word '·person" in the Act so as to cover all entities. 
Mentioned in-

(i) the existing defiJ?-ition. [s. 2(9)], 
(ii) the existing charging provisions [sections 3 ind 4], 

and 
(iii) the General Clauses Act. 
The definition has therefore been amplified on the' above 

lines'. r 

No change, vide existing section 2(10). 

The expression is defined separately in clause 5~. 

No change, vide existing section 2(12). 

3,. Public No change, vide existin& section 2(13). 
servant. 

3i. Register- No change, vide existing section 2(14). 
ed firm. 

33. Regular The expression is a~ prqsent defin~ • only cas~~lly in· 
assessment .... the Act in S. 18A(5). Smee the expression occurs U1 some 

~ sections, it is desirable to plll:e its definition in this clause~ 

- --~-Secti~· 3(42)~fknefl Ciauvt~t~~----

, !tee also note$ 10 cl-rc' 3. 
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The definition refers back to the. proposed clause' 34. Iqesidem. 
which reproduces S. 4A with modifications. . 

The definition is new. Wherever bpth inc'ome-t~x and 35· Tax. 
super-tax are intended to be covered, tht simple word "fax" 
would be sufficient. The substantive provisions in the draft. 
therefore, use the word "tax" wherever. conv"enient, and 
it has been defined here. 

No change; vide existing section 2(15), first para. ~6. Tota! 
1ncor4e. 

The existing definition in section i(l5) (second para) 37. Total 
is reproduced with one change. The existing words "except world inco-
income to which ........ this Act does not apply" are not me. 
happy and have been replaced by more appropriate words 
which bring the wording in line with el¢sting section 4(:1). 

No change; vide existing section 3(16). 38. Unregist
ered i firm. 

Existing section 2(14A), dei.ining the expression "tax- ,:~~le tcr
able territories", has been omitted in tl\e draft, as the use morit3. 
of that expression is no longer necessary and can be con-
veniently replaced by the word "India''.2 

Sub-clause (1)-

CHAPTER II 

BASIS OFCHARGE 

Notes to c14zu.se 3. 

(1) The word "person" has been substituted for the 
words "individual", "Hindu undivided family" etc. and the 
definition of "person" is being Widened! for the following 
reasons :-

(a) As already explained". the combined effect of the 
definition of "person" in section 2(9) of lhe Income-tax Act 
and section 3( 42) of the Generali Claus~ Act is that a "per
son" includes (a) Hindu undivided famif,y; (b) local auther 
rity; (c) company; and (d) assticiation 1cir body of indivi
duals whether incorporated or 1')t. No sbtcific mention has 
been made of corporations other than tdmpanies included 
within category (d). 

The problem which has tro1,Jbled ti courts is whether 
such corporations are within I the c Jing section. It 
can be met by the suggested t.mend q.t by introducin~ 
the word "person" in the se~ion. l ·Commissioner of 
Income-tax, Madras vs. Salem '.District' O'rban Bank Ltd." 
a ceroperative bank was treated as an 'irtdividual by an 

1 Clause 6. 
' As assessments for the period prior to the Commencement or the new 

Act will continue to be ioverned by the e:dsting Act, there will he no need to 
1ay down separate periods for th~ various 1M. . 

1 See notct to clau,e 2 definition of• non" .. j ; 
• (1940) 8. I.T,R. 269- , 
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artificial interpretation of the word "individual". Similar• 
ly, in Com.missioner of Income.tax, Madras vs. The Bat· 
Council, Madras', a bar council and in the Baronetcy case' 
a corporation sole, were treated as individuals. It seems 
desirable to make the position clear. 

(b) There is also the problem of private religious 
trusts in favour of deities or mutts which are treated as 
artificial jurisdical person in law, vide existing S. 41. The 
point for consideration is whether it is proper to bring 
them under "individual" by a strained construction or whe• 
ther it would be more appropriate to include them under 
"person". These difficulties can be solved if we adopt the 
word "person" in S. 3, the charging section. It may be 
noted incidentally that in the existing S. 3 it occurs only 
in the expression "association of persons". 

(c) All the foreign Acts employ the term ''person" in 
the charging section, and it is better to resolve all doubt 
about the chargeability of particula:.- classes of persons by 
using the comprehensive term "person" in section 3. 

(2) The next point for consideration is the,difficulty 
noticed in sustaining the legality of the recovery of the 
tax on the current income under S. 18 and 18A. The charge 
created under section 3 applies to the income of the pre
vious year, while the provisions of sections 18 and 18A 
apply to the income of the assessment year also. To meet 
this difficulty a proviso has been added on the lines of the 
<::eylon Income-tax Ordinance to cover the provisions of 
the Act relating to charging the tax in particular cases in 
respect of income, profit and gains of a period other than 

. the previous year. This will cover S. 24A, 25(1) and 44B 
(3) of the Act, whereby the income of the assessment year 
itself is made.,charg<'!able at the rates prescribed by the 
Finance Act of the assessment year. 

Sub-clause (2) is intended to make it clear that there 
is some kind of liability to Pc\Y tax in cases where tax is 
,deductible at source or payable in advance. It seems desir
able to make a reference to this obligation to pay tax in 
advance etc. in the charging section ltself, so as to bring 
out more directly a position which is implied in existing 
:sections 18 and 18A. 

(3) After the phrase "in respect of the total incomf! 
of the previous year" the words "or y«ars, as the case mar, 
be" have been added. Under the definition of "previous year' 
in the existing section 2(11) a person may have separate 
previous years in respect of each separate source of in
come. The pr:lposed addition is intended to meet such 
.cases'. 

1 (1943) II J.T.R-1. • 
• Oirrimbfiii, Ibrahim 8:1.rtneky Trust ~. C. /. f"., 5 /. T. C.-4,84 (Bombay). 

• CJ. CIT vs. Si:wumillmurtlry (1946) 114 /.T. R. *Ef5• 
I I • 
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Notu to clause 4. 

(1) The income o( residents and· non-residents~ been 
dealt with separately for the sake of simplicity and 
clarity. 

(2) The first proYiso to S. 4(1) has been omitt~ as it 
concerns the assessment year 193940 and is now 1.lllitleces-
sary. 

(3) The second proviso to S. 4(1) relating to ~rsons 
not OTdinarity resideat should be omitted, as lt is prtposed 
to abolish the categocy and the exemption granted in res
pect of such persons'. If, however, the provision is to be 
retained. it can be .kept as shG.wn in the relevant clause 
on the subject'. 

(4) The third proviso to section 4(1) concerni~g the 
exemption for unremitted foreign income upto. &4 4,500 
has been transferred to the clause relating to income 'which 
does not form part of total Qlcome. • 

(5) The fourth proviso to S. 4(1) relating to residents 
who are not resident in two out of three preceding years 
has also been transferred to that clause.' 

(6) The fifth proviso to S. 4(1) relating to exei,:iptiorr'" 
for foreign income of residents who deposit tax etc.~ with
in three months (where the fourth proviso does not p;pply) 
has also been transferred to the clause relating to ;exclu
sions from total income, after omitting portions which have 
become obsolete." 

(7) The words "by or on behalf of" have been used in 
respect of foreign income received in India [ vide draft 
sub-clause (!), (a), (d), (e), (I) and (g)J to cove~ cases 
where the income is received not by the assessee )1imself 
but by any other person on his behalf. 

(8) Explanation 1 to S. 4(1) has been incorpora~d in 
draft sub-clause (3). : 

(9) Explanation 2 to section 4(1) is transferred to the 
new clause relating to deemed income' . 

• 
(10) Explanation 3 to S.4(1) has also been tra~ferred 

to that clause'. • 

(11) Explanation 4 to exisiing S. 4(1) relates to 4ncome 
which accrued in a Part B $t.ate or merged territoitv be-
fore the extension of the Income-tax Act thereto and is 

Vide note, to draft clause 6. 
• Draft clause 11 (4) (Iv). 

Ville draft Clause I I (4) (i). 
Vide draft Clau,e 11 (4) (ii). 

• Viti, draft C1aute IJ (4) (iii).' 
• VU. chart Clau,c. 1 (ii). 
' Vt/U dntt Clame t (iii). 
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brought into any other part of India after the extension 
of the Indian Act. These provisions, it appears, have be-
come almost obsolete. • 

The Explanation provides that profits accruing in a 
merged territory after 1•4-1933 shall be chargeable under 
section 4(1) (b) (iii) only if such income: is remitted into 
another part of India other than the merged territory. Para. 
8 of the Merged States (Taxation Conces,ions) Order, 1949, 
enacts that Explanation 4 would not apply if the assessee 
was not a resident m at least three out of six assessment 
years viz., 1943-44 to 1948-49. E'\ien m tpe case of persons 
Who were resident in at least three out of six years, Ex
planation 4 would not operate, if the income had been 
assessed under the State law on accrual basis and had also 
been included in the total income for rate purposes [under 
section 14(2)(c)]. Thus, Explanatjon 4 to tiection 4(1) would 
apply only in the case of person~ who Vlere resident in InM 
dia in at least three out of six assessmerit years 1943-44 to 
1948-49 and whose income accruing in the State has escap
ed assessment either in the State or in India. 

The Explanation should the{'.efore b~ omitted. If, how
ever, it is deemed to retain it, it ·should appear in a simpli
fied form. Draft sub-clause (1), ie), (f) and (g) have been 
drafted to indicate how the Explanation should be incor
porated. The language has, however, been altered so as 
to make the provisions easy of application. The existing 
Explanation uses the words "ta:!4able tei'ritories" and the 
definition of these words in S. 2(14A) dties not show in 
clear words the background in whicl: the special provisions 
relating to merged territories and Part S_ States were in
troduC'ed. The provision has now beea so drafted as to 
relate it to the assessment year with effect from which the 
Indian Act was extended to merged tertj.tories and Part B • 
States. A provision may be inserted in the Miscellaneous 
Chapter to guard against the possibility 'of any income be
ing taxed twice-once under the existing Act and again 
under the provision as proposed. • 

(12) Existing section 4(2) is transftrred to the new 
clause on deemed income'. • 

(13) Existing section 4(3) forms the subject-matter of 
a separate clause dealing with income which does not 
form part of total income•. • 

Notes to clause 5. 

The definition of "previous year" ba, been embodied 
in a separate clause, since it is a lengthy one. No change 
of substance has been made, but draftillg changes have 
been attempted to achieve simplicity, and to state the po
sition regarding various situatio~s sep31'.Qtely. Further, the 

' ' 
1 Vid1 draft clause to. ' . ' ' • Via, dlaft clauaes 11, 12 and 13, 
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provision at present ctntained:tn Rule 5(i) of the Schfdule, 
regardin_g insurance •usineSS/ has been brought here for 
the sake of comprehebsivenea;. • 

Notes to clause 6. 

(1) The clause relating to category "not ordinarily re
sident" has been retained in the draft but is recommtnded 
to be omitted in order to simplify the law. Thi~ recom
mendation was made by"the Income-tax Investigation;Com
mission' and also by the 'l"b.xation Enquiry Co'1mis
sion'. The only difference in the taxation between ♦ per
son who is ordinarily resident and not ordinarily re.ident 
is relating to the foreign inc&me, and provision for tleter
mining the tax on foreign inccane in the case of a perSOn not 
ordinarily resident is contained in second proviso to section 
4(1). But for this difference, both of them stand dn the 
same footing for the .purpose of taxation. The retention of 
persons not ordinarily resident as a separate category is 
unnecessary. • • 

(2) The condition for residence in the case of a rson 
who has been in ln~ia withln the four preceding years 
has now been somel\Yhat alltered so as to requir the 
presence of the persdn in Inti& for at least thirty d ys in 
the previous year. The ambJguity caused by the hrase 
"otherwise than by an occasional or casual visit" in • the 
existing section 4A(a) (iii) vh1l now be avoided. 

(3) Section 4A(a> (iv) o• the Act, authorising t e In
come-tax Officer to tteat a ~on as a resident if he "sa
tisfied" that the perstn, havied arrived in India du • g the 
year, is "likely to remain" fo1 not less than three year~. 
has been omitted, as it gives.' a vague discretion to e In- . 
come-tax Officer. Tht words'"has maintained", in e isting 
section 4A(a) (ii), helve beeq replaced in the draft y the 
words "causes to be, maintal.qed", which express e in-
tention better. I 

(4) Draft sub-cla,t.ise (4).-L-This is new and has *n in
serted to make pro,...sion f~ fixing the residence o "per
sons" who are not lndividUf-16, Hindu undivided f ilies, 
firms, associations ot compatiies. • 

1 

(5) Draft sub-cla:use (5).-This is new. In C.I.T. ~s. Sa
vumiamurthy', the Madras lf:igh Court has held thal since 
there can be a se~· ate pref\.'ious year for_ each solf.rce of 
income, the residen al stat1'i of the person has a~ to be 
separately determin d with ireference to each such ource. 
As this procedure 11 be cuinbersome and entail co plica-, 

t Viti, page !5, para 
• Vidf paget 2s.29.· 

• (1946) 141.T.R.. I 

port, 1948. , 

,..,.,~ "."'-,It ~t'i 
" 
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tions in practice, tRe newly added sulrclause provides that 
a person who is resident for one 90urce of income shall be 
treated as resident for all such sources'. 

(6) Exiating section 4A(c), la'tter part, dealing with 
the determination of the reside-.ce of a company on the 
basis of its income in India, is proposed to be omitted, since 
such test does not appear to be a proper one. (After the 
draft was J'repared the Finance Act 1958, by section 4. 
has omitte it). 

(7) Draft· sub-clause (6).-Tbough the category of per
sons not ordinary, resident is recomme11.ded for abolition, 
the existing special provisions applicable to such per
sons are retained in the draft. (For example, see section 
4(1). 2nd proviso. See also sections 42(2) and 44D, which 
treat such persons on the same footing, as non-residents). 
These sub-clauses will. therefore, be useful for the pur
poses o! the proVisions just referred to. 

Existing section 4B (c) whic;:h provides that a com
peny, firm or other association is ordinarily resident if it 
is resident, has been omitted in the draft, as unnecessary. 
The distinction between "ordinarily resident" and "not or
dinarily resident" is significant only wll.en there is a po_s
sibility of an entity being resident and yet not ordinarily 
resident. In the absence of anything to the contrary, a resi- • 
dent would have to be regard as ordinarily resident, and 
no express provision is necessary for the purpose. 

Notes to cl.ciuse 7. 

According to section 4(1) the chargeable income of 
every person whether resident or non-resident includes in
come '"which is deemed to be received" in India in the 
previous year. There is, however, no. enumeration at 
any one place of these receipts which1 are deemed to be 
received in India in the· previous year. This clause mere
ly collects together the relevant provisions, without effect
ing any substantial change in language•. 

[The deemed income referred to ia section 18(4) (tax 
deducted at source) will be dealt with in the clause correg. 
ponding to that section, as it merits special treatment.] 

Notes to clause 8, 

It seems desirable that all provisions relating to 
income "deemed" to be of a particular year, or deemed 
to be received in a particular year should appear in pro
ximity to each other. Hence a part <A. section 16(2) has 
been embodied in this clause. No chante of substance has • 
been made. 

- • A ,uailar reccmuncndation ~by~T~tulnwalipt.ion 
O,,,,mbaioca. ~. NA its Jli,pol't. ~ 1· ... f49, ~ 534-

1 S-alaoaotatodraftclaute8. t , ' · 
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Notes to clause 9. 

Accor4ing to section 4(1) the chargeable income of a 
person whether resident or non-resi!Unt includes income, 
profits and gains which "are deemed to accrue or arise to him 
in the taxable territories" in the previous year. Income is 
deemed to accrue or arise under vuious provisions scat
tered all over the Act. All the1e provi~ons which deal with 
income which is deemed to accrue or arise in India have 
now been grouped together. 

The changes made are all of a drafting natux:e, and 
are intended to remove ambiguity and simplify the expres
sion·. 

Sub-etaU3e {i).-The wordf; "sale ......... of a capital as--
set in the taxable territories" in the d!xisting section 42(1) 
are slightly ambiguous, since "in taxable territories" can 
be re.ad either with "sale" or with "capital asset". To re
move this .ambiguity, the word "situate" has been added 
after ''capital asset". (It is not :1ecessary to make any such 
addition ln the earlier phrases referring to business con
nection etc.. since the language there does not end itself 
to any ambiguity.) 

The words "that part of the operations", in the existing 
section 42(3) have been replaced by "the operations", for 
t1,vo reasons; first, the word ''that" in the existing section 
is not b.appy, since it is. not follo\1,re.d by any pro!loun, and 
secondly, the existing words are not in symmetry with 
the opening words "in the case of ......... all the operations". 

As to the meaning of the word .. opE!:ration", see the 
decision of the Supreme Court, in the Anglo French- Tex-
title Co., vs. C.I.T.' 

. S-u.0-ckm.se (ii).-An at~mpt ha-s been made to simpli
fy !he language, by omitting unnece~ words such as 
;.if payable in the taxable territories ~erever paid", The 
substance .is not affected by the deletion of these words, 
since the proposition sought to be enacted is only this, that 
salary earned in India is deemed to accrue or arise- in 
India. 

Notes to clause 10. 

This embodies S. 4(2). The seq4on is based on a. 
double fiction. While the inoome of the non-resident 
husband and is treated as the Income of the resident wiler 
it is also treated as income which is deemed to accri.te to 
her- in India. 

The provision has been embodied in the draft. with 
a slight verbal change (see the wo1'ds "or on her behalf"" 
whi~h have. been added to tnake it COQl.prehensive), ' • 

l (1955) Ill t, T. ll. 101. 

12-t Law qo..'58 
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CHAPTER III 1 

INCOMES WHICH DO NOT FORM PART OF 
'.l10TAL INCOME 
Notes to clause 11. 

(1) This clause deals with the various kinds of income 
<excluded in computing the total income of an assessee. 
Simplification has been sought to be achieved by the follow
ing devices: 

(i) re-arrangement of the various clauses of section 
4(3) so as to bring out their common features (e.g., 
existing section 4(3) (x)(b), section 4(3) (xiv) etc. 
have been placed in proximity to each other, as 
they deal with income of foreigners or employees 
cxf foreJgn Govenunents, etc.)'; 

(ii) analysis of the essentials of each clause, and their 
restatement in a form that can be easily followed; 
e.g., vide the draft sub-clause• dealing with casual 
receipts and the draft sub-clause• relating to 
local authorities; 

(iii) incorporating in the draft clause, provisions re
garding exclusions from total income at pfesent 
contained in other sections of the Act~; -

(iv) omission of obsolete provisions; 

(v) general simplification of language. 

(2) Provisions relating to income from property! held 
on trust for religious or charitable purposes, and iqcome 
of religious and/ or charitable institutions has been' dealt 
with in a separate section on account of its importanee'. 

Income of a business chargeable under the Act of 1918 
and discontinued after the commencement of the ptesent 
Act is, under section 25, sub--sections (3) and (4), ex4].uded 
from total income. This has been dealt with in al).other 
separate section•. • 

(3) The changes· made by the Finance Act I958j have 
been given effect to at the appropriate places. 

(4) The changes made are mainly of a drafting ij' ture, 
designed to simplify the exp~6sion as explained i para 
(1) above. The following sub-clauses, however, d . rve 
special notice, as the changes made there are not urely 
formal:- • ' 

i ,. g., Yuh clause 11 (5) to (9). 
• Clame II (3). 
1 Clause I J (22). 
• e.1. Clawc II (II) te> (14). 
•S,,draftclauacl2 .• 
• &, draC, dau.e n. 
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Sub-clause (7).-Items (ii) to (v) of this sub.clause 

correspond to sub-clauses (b) · to (e) of section 4(3)(x) of 
the existing Act. The req'l!-irement that the recipient 
must not be an Indian citizen is contained, at present, only 
in two sub-clauses of section t(3)(x). Sub-clauses (b) and 
( d) relating to Consuls etc., and Trade Commissioners do 
not mention it. In the draft, however, this has been made 
applicable to all cases, for the sake of uniformity. 

Sub-clause (8).-In the existing section 4(3)(xiv), the 
exemption is conditional on the stay of the· employee of 
a foreign enterprise for a period not exceeding in the ag
gregate "ninety days in any year". The words "any yeq:x:" 
are, in the context, vague. It has, therefore, been made 
clear that the stay should not exceed ninety days in the 
previous year, and it should not have exceeded ninety days 
in any financial year prior to the previous year. 

There is no reason why this exclusion should be avail
able to Indian citizens. The provision has therefore been 
altered so as to confine it to foreigners. 

• 
Sub-clause (9).-It seems desirable t.o extend the bene

fit of this clause to services rendered by a foreigner even 
before the actual commencement of the business. Explana
tion' is intended to achieve this object. 

Sub-clause (15).-"Wholly pnd necessarily" has been re
placed by "wholly and exclqsively''; cf. existing section 
7(2)(iii) as redrafted.' The object is to liberalise the al
lowance. See the recommendation of the U.K. Royal Com
mission on the Taxation of profits and income'-". 

Sub-clause (17) and (24,).-These Ci:)trespond to certain 
exemptions enjoyed, at present, under a notification issued 
under section 60. In view of thle importance of the subject
matter of the exemptions, they have been included in the 
draft sub-dauses. 

Exemption for members of Nepalese. Forces [Existing 
clause (xi)].-This has been omitted. There are no Indian 
State Forces now, and there is no menlber of the Nepalese 
Armed Forces now serving in India. 

Sub-clause (18).-This item will, of course, have to be 
omitted if it becomes obsolete by the time the new Act 
comes into force. 

Notes to clause 13, 

1. This clause is based on section· ~(3)(i) and (ii) of 
the Act. There are- certain anomalies which we have 
noticed in the existing provisiop. and ~ have attenipted in 
the proposed draft to put an end to s\Eh anomalies as far 
as possible . 

• 1 U. K.. Royal Ccmmilloin on the 'on ~ts and IDC<llllf, Final 
. • 1 r• abo norea to draf't dauaea IS-~po,a 6. • 

Rcponjuac, 1955, (Cmd.. M7i), . +7, ,-r,to. • . ' , -
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2. Before the Amendment Act of 1939, there was in 
the Act only the provision which corresponds to the exist
ing provision in 4(3) (i), main para. The instruction in the 
Income-tax Manual issued by the authority of the Govern
~ent of In~ia at that time was, that the word "property" 
m cla1.1:se (1) _does not bear the restricted meaning that it 
bears m section 9 of the Act, but includes securities or 
business or share in a business. In view of the recommen
dations made in the Income-tax Enquiry Report, 1936' ( to 
give statutory effect to this practice, subject to the condi
tions to be observed by the business) an amendment was 
introduced by adding clause (via) which was as follows:-

"Any income derived from business carried on, on be
half of a religious or charitable institution, when the in
come is applied solely for the purposes of the institution 
and 

(a) the business is carried on in the course of the car
rying out of a primary purpose of the institution, 
or 

(b) the work in connection with the business is mainly 
carried on by benefieiaries of the institution." 

(After the amendment in 1939, the Government chang
ed the instructions in the Manual. expressing the view that 
in the case of business, the conditions laid down in clause 
( ia) should be fulfilled before exemption could be grant
ed). 

3. The meaning of the word "property" in clause (i) 
was judicially considered and it was held that it includes 
even business if the business was subject-matter of a trust, 
This was the view taken in Charitable Gadodia Swadeshi 
Stores vs. C.I.T., Punjab by the Lahore High Court•. Deal
ing with the contention that the word "property" in clause 
(i) does not include business. their Lordships of the L,ihore 
High Court held that the two clauses were intended to 
apply to different situations and that the word "property" 
in clause (i) was wide enough to include all kinds of pro
perty including business. It was also pointed out_ that 
clause (ia) dealt with a business conducted by a religious 
or charitable institution without any reference to trust 
whatever, In an instructive judgment, Din. Mohammad J. 
in that case also pointed out the distinction between an 
institution and a trust. He held that an insti5Ution 
may be religious or charitable and may still not 
be held under trust, Clause (ia), accordin$ to 
him, does not in any way subtract anything from the sub
ject and provides immunity for a certain kind of business 
which in the view of the legislature had not already been 
provided • for. From this decision it follows that where 
business, which is property within the meaning of ~lause 
(i). is impressed with the_ character of trust, the il)come 
from such business is altogether exempt and it is not obli
gatory that in the case of such business the conditiom laid 

• Page 6, t. T. Enquiry kc;port, 19t6 ('-.ho known u A',t:tt ~nee 

• (=~~· I. T, a. - , • •• _'i. ' 
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down in clause (ia) should be fulfilled. (Clause (.ia) thus 
applies to a different situation, namely, where there is an 
institution and that institution , carries on business which 
is not subject to a trust. In such a case the req\lisites of 
the section must be complied with. The income must be 
applied solely to the purpose of the institution and the 
charitable or religious institution must also fulfil the con
ditions in sub-clauses (a) and (b). As to the distinction 
between an institution and a trust, see also the discussion 
in a recent Privy Council case,' and Gunn's commentary 
on the Australian Income-tax Act.') 

4. That "property" in clause (i) includes business has 
been well established not only by a decision of the Judicial 
Committee' but also by the latest pronouncement of the 
Supreme Court in J. K. Trust Case•. This aspect there
fore does not present much difficulty. (The difficulty as 
to in which set of Circumstances clause (ia) applies still 
remains, though the view in Gadodia Swadeshi Stores' 
case has subsequently been followed and confirmed by the 
High Courts of Allahabad' and Bombay'. 

5. In view of the recomnuendations made by Din. 
Mohammad J. in Gadodia's case and by the Income-tax In
vestigation Commission [Report (1948) at pages 56-57, 
paragraph 131) the legislature in 1953 [vide the amending 
Act of 1953 (Act 25 of 1953)] converted clause (via) into a 
proviso to clause (i), and by subsequent legislation it was 
made clause (b) of the proviso to clause (i) (vide the 
amending Act of 1955). ·The objed of this legislation was 
to restrict the operation of clause (i), where the pr9perty 
consisted of business impressed with the character of trust, 
by applying the limitation imposed by clause (b) of the 
proviso'. 

But in carrying out this object, the immunity which 
was granted under clause (ia), (as it stood before 1953), 
in the case of business carried on by a religious or charit
able institution and not subject to trust, was negatived. 
The linking up of old clause (via) to clause (i) had the 
effect of taking away the separate exemption granted by 
clause (ia). In other words, the convert;ion of clause (ia) in
to a proviso has led to the oprosite result of depriving the 
benefit (limited though it be , which: was intended to be 

1 Miniitt, af Natian,il &~nw vs. Trtms al<ld GM41Qllltu Co. Ltd. (1932) 4A. 
E. R. 149 P. C. See aho r. M. C. A. w. F. C. efT. l'J926} 37 C. L. R. 351 at 
pp. 360, 361. 

1 4th edition, p. I 14, para 292. 
t Trib•mt ca.St, (1939) 7· I. T. R. 415 P. C.-.'.6 J. A. 241. 
• [1957] 32 I,T.R .. ~35 (Bombay H. C. Oil re-.ami° (19.",8] 33 I.T.R. 32). 
' fl944) 12 J. T. R. 385. 
• C.l.T. vs. Radhaswami S<Jts<l11g Salha. (19:.4) 25 I. T. R. ½72. 
1' J. X. T,wj va. C. l. T., (19~1) 3:l..l. T. R..32. 

• 1 Qf. R.eporc ofthe TU&tloa/Eaiti&:,. Oodili,llsion, '(t93S-l9.H-). VQI. II, 
Cb.;VUI,_.,,_,..r,pbl l.and·3, 111,gd •. ,. ·' ~ -· •• 
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conferred by clause (ia) on charitable and religious instit
tutions which carried on busilt.ess which was not subjected 
to trust (provided they fulfilled the conditions laid down 
in paragraphs (a) and (b) of that clause). We think that 
this result was not intended by the legislature. If the 
intention is-as undoubtedly it has been from 1936-to 
impose restrictions in the case of business whether carried 
on by a trust or by a religious or charitable institution, the 
intention should be clearly stated in the Act. But the im
munity itself need not be taken away. In order to avoid 
the anomaly the clauses should be so drafted as to bring 
about the real intention of the legislature, and this we 
have done in the proposed draft. 

6. Incidentally, it may be noted that the legislature 
really wanted the conditions contained in paragraph (b) 
of the Proviso to apply not only to cases where bwtiness 
is carried on by the institution, but also where the bU$iness 
was the subject-matter of a trust (i.e., even if there was 
no institution). This object has also not been properly car
ried out, and some redrafting is desirable on this point 
also. On this assumption, it has been made clear in the 
draft that the restrictions in paragraph (b) of the Proviso 
will apply to both the cases. 

7. In short, the redraft makes clear the two points that 
tequire clarification, namely :-

(i) Exemption under section 4(3)(i) is (in the case of 
a business) subject to the conditions given in1 Pro
visio (b), irrespective of whether the business is 
carried on by a trust or an institution. 

(ii) The exemption is also available to institution, not 
subject to trust, (subject to the same conditions). 

8. For the sake of clarity, a.trust carryingo-on a busi
ness is dealt with separately in draft sub-clause (2) 1 and 
draft sub-clause (1) i1 confined to other properties, , vide 
the draft Explanation thereto. 

9. Besides this important change, the following Ji)ints: 
may also be noted : - : 

(a) The phrase "~eligious or charitable purposes!' oc
curring in the existi~ Act has been replac~ by 
the phrase "charitable or religious purpose!j", to 
give more prominence to Charitable purposes, I 

(b) The existing section 4{3)(i) opens with the Vf'ords 
"subject. to the provisiQns of clause (c) of ·sub
section (1) of section '16". The limitation e?CJ)res
sed by these words has been retained in draft• sub
clause (1), but it is to be considered whether there 
is any sound rea59n for this limitation. The 4ffect 
of the wo~i qu~ems to be that e~n in 
cases of t er far itable purpose in-
come of the ansfe _ aaseta is regarded - the 

' 



transferor's income.' It would be more consistent 
with the spirit of the law if such income were ex
cluded from total incOme, at least so long as the 
income is applied for a c~aritable purpose. The 
words "subject to the_ provisit,ns of clause (c) of 
sub-section (1) of section 1"6" deserve to be delet• 
ed. 

Notes to clause 13. 

Section 25, sub-sections (3) and (4) provide for two 
things. One is the exclusion from total income of income 
of certain businesses, and the other is the right to claim 
substitution of the income of the year of discontinuance 
etc., in place of the last year's income. 

The first part (exclusion from total income) has been 
,., embodied in the present clause, with the language simpli

fied.' 

CHAPTER IV 

COMPUTATION OF TOTAl, INCOME 

Notes to clause lt. 

1. This corresponds to section 6 of the present Act. 
The opening words of the section, have, however, been mo
dified so as to ·make it clear that the section merely classi- . 
fies the chargeable income in1o differ,nt heads for the pur
pose of computation of total income. 'That section 6 con
cerns itself with classification and seqtions 7, 8, 9 etc. with 
computation is clear from the discussion in Kothari vs. 
C.I.T.' and in United Commercial Baak Ltd., vs. C.I.T.• 

• 
2. Item (c) relating to "Income from property" has 

been changed into "Income from House Property". Sec
tion 9 is essentially concerned with' House Property and 
the description now adopted will clearly indicate the 
nature of the head. 

Another variation in th, present section is the men~ 
tion of the head "Income from ot}ter sources" after the 
head "Capital gains", indicating that; "Income from: other 
sources" continues to be tle resi<ltary head as l;iereto
fore. 

1 These words were inl.l'Oduced iQ 1953 in panuan,ce of the ~eftlla• 
tion made by rhe Income tax Investigalion, ~hsion; tee ill Report (1918), 
para 129, page .'i6. 

• SH notes to clause 91 for comrnents on tht retention of e!Wting 111::ction 
25 (3) and (4). 

• (1951) 20 I.T.R.. 579. 

• (1957) 32 I.T.Jt. 68.l. 
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Note, to clau.sea 15 to 17. 
A-Sa!arie•: Simplification of the present section 7 has been at-

tempted in the following ways : - • 
( i) only the substantive provision specifying the 

charge in respect of :'salaries" paid or payable by 
an employer has been dealt with in the main 
clause'. 

(ii) the extended meaning given to the expression "sa• 
laries" is omitted from the substantive clause and 
separately defined in the interpretation clause; 

(iii) similarly, instead of mentioning the different types 
of employers· in the substantive part, the term 
"Employer" alone has been used. a definition hav
ing been given separately to cover the various 
types; 

{iv) the permissible deductions are placed in a separate .. 
clause; 

(v) the present Explanations about "perquisites" 
(Expln. 1) and "profits in lieu of salary" (Expln. 2) 
have been placed in the interpretation clause. 

, 2. Provisions dealing with income classifiable as salary, 
scattered elsewhere • in the Act, have been collected 
together. e.g., draft clause'-dealing with notional payments 
from provident funds etc. 

3. The existing section makes a distinction between 
salary which is "due" to an employee and other salary 
"paid" which is not due to him. The former is taxable on 
"due" basis whether actual payment has been made or not, 
while the latter. is taxable on the basis of actual payment. 
This aspect is more clearly brought out in the present draft. 
(See the decision of Calcutta High Court in Bh.uban Mohan 
Banerjee vs. C.I.T.' though in an earlier decis~n• it was 
held that an amount due in one year could be taxed in a 
.later year in which it was received). 

4. Arrears of salary would, at first sight, appear to be 
-delayed "payments" for amounts which had already ac
crued "dtie" in the year or years in which the emplpyee 
had rendered service. Looked at from this angle, they do 
not present much difficulty. 

But the arrears of salary which call for specific treat• 
ment are those where services are rendered in a past year 
but the quantum of payment to be made is not determined 
till the year of receipt of the amount by the employee in a 
subsequent year, or where the emoluments of the post are 
revised or a promotion is made· retrospectively. !n these 
cases it will be difficult to include in the regular original 
assessment the arrears sancti!'.)ned an_9 paid subsequently, 

1 Clause 15. 
• Vid# drarc cla\UC: 11 (2) M) and (vii), 
• (1956) 29 t.K.R. 229, 2t6. 
• U,Aar.-i Ro;, ChaudMl,Glli, In. re. (19-lf), JO. 1,T,R. 199, 
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:sl!lce in many cases the determination may take years. It 
would also not be possible to keep the assessment pending 
until such determination is made. The Departmental prac
tice has been to include such arrears in the total income 
of the year of receipt. Relief is afforded against the hard
:ship involved in the taxation of the lump-sum by means of 
an order under section 60, sub-section (2), the effect of 
which is that the arrears are attributed to the periods to 
which they should reasonably be related. Assessment in 
the year of receipt is in accordance with the decision of 
the Calcutta High Court in Usha Rani Roy Chaudhurani's 
case'. 

The recent decision of the Calcutta High Court in 
Bhuban Mohan Banerjee's CO$e,' however, contains obser
vations which may be taken to mean that a salary pay
ment made in a subsequent year would still be taxable 
•only on due basis in the first year. The decision does not 
create any difficulty if the word "due" is interpreted as 
relating to the point of time when the amount is actually 
,quantified by the employer. On this view the claim for 
relief under section 60(2) may not be admfssible. But 
if it is intended that such amounts should be related to 
the back years and subjected to tax under section 34, diffi
culty may arise in the initiation of such proceedings be
cause of limitation. It can even be argued that these are 
not cases of escapement of income, there being no omis
sion or commission by the assessee or by the Department. 
There will be further difficulty for the employer in the 
matter of making deduction of tax at source, and some 

,confusion is bound to arise as to whether the tax so deduct
ed at the time of payment should be· given credit for the 
year for which the assessment under section 34 is supposed 
to be made. 

On the whole the present Departmental practice seems 
to be a reasonable compromise and is fair to the assessee 
.and the Department. It is fair to the Department because 
the complication of section 34 is avoided, and even when 
.an, order under section 60(2) is passed the consequential ad
justment of tax is made in that assessment itself and not 
by reopening past assessment,s. It is fiir to the assessee, 
because if the amount were to be treated as due only when 
it is paid, the question of relief under' section 60(2) would 
not arise, while the Departmental practiae ensures that the 
assessee is to be in the same position as if he had been 
taxed in the respective years after spnead-back of the ar
rears to the relative period. 

There may, of course, be cases when the assessee will 
be worse off by the arrears being related back than "when 
·he is taxed on the arrears. This will q&ppen when the ar
rears of salary are received after retiretnent or after rever~ 
Sion from a higher post. In those cases the assessee will not 
-apply for relief tinder section 80(2) and. no action is taken 
Dy the Departmeht ,i.tse!f un~er. ~~tiqp. .iU- 0;r Q~herwise . 

.• ·,-~ f19'2)fOJ.-T.R..199-. 
• (1956) :Z9 I. T. R. 229,236. ' · 
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In view of the position discussed above draft sulralause
( c) has been added to deal adequately with arrears·. 

5. Section 60(2) was placed on the statute book at a 
time (in the year 1930) whe11. the chargeability of salary 
~·as not on "due" basis but on "receipt" basis, under sec
tion 7 as it stood then. Accordingly it continues to emp
loy language appropriate to a higher tax burden in conse
':-luence of the employee "receiving" a payment as salary 
m arrears or for more than twelve months. This contin
gency will not arise on the present "due" basis of taxation 
on salary. 

It is, however, proposed not to make any changes in 
that section, since the section will be useful in so far as· -
it gives relief in respect of lump-sum payments received by 
the employee and treated as profits in lieu of salary µnder· 
explanation 2 to section 7(1). It may also be useful in 
view of the fact that.. a provision for charging arreats not 
already taxed has been added in the draft. • 

6. A few minor points also deserve notice. These are
as follows : -

(i) Draft sub-cl.au.Se 16 (ii) :-The provision relating 
to deduction for entertainment allowance has been ·made
more logical in one respect. Where a person was in receipt 
of entertainment allowance at a lower rate before lst·Aprif 
1955, his claim for deduction will not be totally fodeited, 
but will be reduced to that previous lower rate. The pre
sent section 7(2) (ii) does not make th~s clear. 

The changes made by the Finance Act, 1958, have been 
given effect to. 

(ii) Draft clause 16 (iv) :-The allowance for exfenses 
incurred by an employee in the performance of his duties 
has been made exclusive not , only of entertainment allow
ance (as at present), but also of the allowance for exr,nses 
for books etc. and conveyance allowance. The existin pr~ 
vision; section 7(2) (iii), does not include these latte cate
gOries. The change has been made in order to make the
provision comprehensive. 

The wording has also been changed so as to niake it 
precise. The word 11necessarily" has been omitted,' as it 
is unduly restrictive. We have followed the langua$e or 
existing section 10(2) (xv). • 

It may also be painted out that the Royal Commission 
on the Taxation of Profits aad Income (United KinCdom)' 
examined the corr~nding provision in the U .K. Act 
(Schedule E or old R,.tle 9)' apd has recommended that the
allowance should be made liberal'. It has proposed. the-

1"Now see the U. K. l-,x>me-tax ~ 1952, Ninib Schedule, R.ul~-
1 ltoyal Comrniaionon~ Tuat~of Profttt Md lnoame, Fiaal .. 

j\llle 19", (Qnd. ff7,), fase •"! f1lA 1,.0. • -· , : 
' . • 
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wording "all e~penses reasonably incurred for the appro-
priate performance of the duties of the office or employ
ment". This, the Commission bas pointed out, would re
move the complaint that the legislature imposes upon 
those in employment a narrower form of allowance for 
expenses than it accords to persons deriving a private in
come from their own efforts. The wording suggested by 
the Royal Comtpission is worth consideration as an alter
native. 

(iii) Draft clause 17(1) :-The definition of "employer" 
as now adopted includes a foreign Government, reference 
to which is not to be found in the present section 7. It is 
for consideration whether the mention of foreign Govern
ment as employer is acceptable. It has been suggested that 
by such inclusion the assessee • will not be subject to any 
heavier tax burden but on the other hand may qualify for 
relief under section 60(2) which will be advantageous to 
him. The possibility of an employee of a foreign Govem• 
ment being required to make an actual payment of tax (on 
"due" basis) without actually receiving the salary will 
not arise, because section 7(1), 2nd proviso, lays down that 
where tax is deductible at source, the ,-;sessee shall not be 
ca11ed upon to pay the tax himself unless he has received 
salary without deduction. How far the procedure for de
duction (section 18) will be enforceable against a foreign 
Government will also be a matter for oonsideration. 

(iv) Draft clause 17(2) :-Item (ii) relating to annui
ties has provoked some discussion. It has been suggested 
that annuities paid by the Government C!f local authorities 
should be taxed as salary irres~ctive of whether the payee 
is an employee or not. This ca11not be attcepted, as it goes 
against the basic scheme of the section. 

Notes tio clauses 18 to 21 B-Iotcreat 
The existing section 8 iS now covered by four clauses.' on securitiea. 

The first clause relates to the charge, the second relates 
to deduction, the third relates to deductions in the case of 
banking companies and the last clause relates to amounts 
not deductible. 

Clause 18 
The word "receivable" in the present section 8(1) has 

been interpreted to mean "rectived''.s This decision has 
been given effect to and the wotd "received" has been subs
tituted for the word "receivable" in the draft clause to 
make the intention clear. 

Clause 19 
This clause and draft clause 21 incorporate the subs

tance of existing section 8, first proviso. The language of 

l C2auaa 18 to u. 

Qdli11r "· C. /. T. M.Jr,s, (1ffl) ft 1:r. L: , . . , 
1 &IA .r..ilJiu,j Do/,-1,ai Y11, C. /, rt (195t:) ·r,J. T. ll. •!· T~ 
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the present proviso is involved'. A rough analysis will 
show that it deals with thRe things :-

(i) Allowance for realisation expenses and interest on 
money borrowed for investment; 

(ii) Exception to the allowance at (i) above, in respect 
of interest payable outside the taxable territories; 
and • 

(iii) Counter•exception to the exception at ·(ii) above, 
for interest for which tax is deducted at source or 
an agent can be appointed under section 43. 

In the draft. therefore, the proviso has been split up. 
Item (i) above has been incor.porated in this clause, while 
items (ii) and (iii) have b:?en embodied in a subsequent 
clause. 

The provisos to existing section 8, which exclude cer• 
tain items of expenditure incurred for realising interest 
etc., do not express the exclusion as "deductions". Since, 
in the draft. these have been treated as deductions, it is 
possible that the deductions might, in a particular case, 
exceed the total gro!s income. In such cases, the excess 
will be treated as a loss. We do not think that this result 
should be avoided. Deductions under the head "Interest 
on securities" should be treated on the same lines as de
•:luctions under other heads; if the income is a loss, it should 
be dealt with as a loss under any other head. 

Clause 20 
This embodies the Explanation to section 8, recast in 

form so as to make it less complex and state the, various 
aspects distinctly. 

Clause 21 
Item (i) gives effect to the latter part of section 8, first 

proviso (see notes to the clause relating to deductions, 
-above) 

Item (ii) is new. The Madras' and Bombay' High 
Courts have held that expenditure pertaining to interest 
on tax-free securities is not deductible, while the Nagpur 
High Court has taken a contrary view in C. P. and Berar 
Provincial Co-operative Bank Ltd., vs. C.I.T.'. Effect ):i.as 
been given to the view taken by the Bombay and Madras 
High Courts. 

Item (iii) is also new and seeks to make it clear that 
interest paid on money borrowed for investment. in tax
free securities is not deductible. 

•·See the criticism in "Unikd Colllmetrial Bllnk Lid. v,. C,J. T. (19:;_3) 
24 I. T. R. 425. 

1 Madras Prouinrial Cq.optrllJUJe B6111.'s case (1942) 10 I. T. R. ~ 
. • ~ C..:of>"tlliN Sn Lid. v,, C, I. T. (1gw) 17 J. T~R. "89., 

;,, (1946) 14 I. T. R- l7# • 1., • .f 

I 
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Notes to clause 22 t,o 27 
Section. 9 of the existing Act has been split up into C, Income 

separate clauses'. The title of the head has been char~ed fr:° rt housc
mto '·Income from house property'', bEicause the section P pc Y· 
deals only with that property and not any other immove-
able property. 

In the draft, after having stated that the annual value 
is the basis of chargeabHity, the expression ·'annual value" 
is defined. The basis of computation of annual value in the 
case of a tenanted building and in the case of owner• 
occupied building is set out separately'. The main drafting 
changes are the omission of ptoviso3 and re-arranging the 
section on a more logical basis. An interpretation clause 
has been added. 

The detailed changes made in eac}) clause are explain 4 

ed below:-
Clause 22 

The head has been changed into "Income from House 
property" as already explained. In the expression "bona
fide annual value" the words "bom,-fide" have been omit
ted. The section defines only "annual value" and not 
~ ··bona-fide anntlal value". Section 9(2) also uses "annual 
value" only. Moreover the words "bona-fide" do not in 
any wiJ.y make the meaning clearer. 
Clause 23 

Sub-clause (1) :-The sub-claus"? corresponds to sec
tion 9(2) and no change has been made. 

Sub-clause (2):-Thls is new. It seems desirable to 
embody some rules in the Act to furnish guidance in deter
mining the annual value of tenanted p,:operty. The draft 
sub-clause tries to set out the considerations to be 
borne in mind in such cases. The sub-clause, of course, 
does not purport to be exhaustive, and refers only to fac
tors of importance. 

Sub-clause (3) : -Deals with property occupied by the 
owner. The first para sets out, in a simple form, the provi
sion contained in section 9(2), first proviso for reduction 
of the annual value. The form has been changed in order 
to avoid all ambiguity. The second 1ara corresponds to 
the last line of section 9(2), first proviso. The existing sec
tion provides that the annual value sllflll not exceed 10 
per cent. of the total income of the assessee. Now the 
total income of the assessee will natUfally include income 
from such occupied property. The calculation of the an
nual value thus becomes a complicated mathematical pro
blem (see formula below). It will he evident from the 
formula given below that the annual value so calculated 
comes to 6/55 i.e., roughly 11 per cent. of the other i~ome 
of the assessee. The draft, therefore, provides that this 
11 per cent, shall be taken as the annual value. No addi
tional liability is saddled on the ~-
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The formula referred to ~bove is derived as un~r :

Suppose AV is tbe ann\141 letting value of the self-oc-
cupied property. Now, according to section 9(2) first pro
viso, the annual letting value· ie., AV is 10 per cent. iof the 
total income ; or in other words the total income is ten 
times the annual letting value. Thus the total income is 
10 AV. 

If Y is the other income of the assessee, then

Total inceme lOAV=Y+(AV-AV/6) 

i.e., 60 AV =6Y+(6AV-AV) 

i.e., 60 AV=6Y+5AV 

i.e., 60 AV-5AV=6Y 

i.e., 55 AV =6Y 

i.e., AV=6/55Y 

i.e., AV=10·9 per cent of Y (roughly 11 per cent). ~ 

Sulrclau.se (4) :-This corresponds to section 9(2), 2nd 
proviso. The following changes have been made-

(i) the word "occupied" has been replaced by "actual
ly occupied" at all places, since the proviso is 
meant only for cases where, the property, tl._ough 
occupied, is not actually occupied by the ovJner; 

(ii) the case where the property re.mains un-occµpied 
for the whole year and the case where it remains 
un-occupied for a part of the year have been ,dealt 
with as separate items, for the sake of clarity., and 
the formula for computation of annual vall.lj? in 
the latter case has been defined in clear lanelJ.age. 
The existing expression "computed proportiqnate
ly" sounds abrupt and does not fully express what 
is intended. 

Clause 24. 

Sub-clause (1), Item (i):-This corresponds to ~tion 
9(2), 3rd, proviso. The existihg provision is defectire in 
form, because it brings about in a roundabout way p re
sult which can be staled directly. The gist of the clause 
is that in -the case of il tenanbed property, one half of the 
municipal taxes should be deducted. This need ndt be 
expressed in the form of a "deeming" provision (as s. 9(2), 
3rd proviso, clause (a) appears to do) regarding the tenant's 
liability, followed by a provision (clause (b) of the i:tovi
so) for deduction if tile tenant's liability is borne by- the 
owner. 

The .draft seeks:tiremo"I'. this defect. ::sf ion 
has also been made • tpler !'{ ·removing the- ref to 
the law authorising levy 1a etc., as IIP'IMIIWE : It 

' ' i ' • 
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may be added here that as a general rule, such laws make 
the tax payable wholly by tht owner and not by the ten
ant. 

Item (ii) :-The existing section 9(1) (i) bas been 
split up into two parts (a) where the property is occupied 
by the owner and (b) where it is occupied by the tenant. 
The two parts have been dealt with separately since in the 
latter case the annual value has to be reduced by the one 
half of the deduction for mu.nicip&l taxes. The expres-
sion "reduced annual value", has been, therefore, used for 
the purpose; it has been explained in the explanation at 
the end of the clause. It is also made clear that the existing 
allowance of the one-sixth of income is in respect of re
pairs. 

Item (iii) :-The existing provision, section 9(1) (ii), 
is ambiguous, since the words "not exceeding one sixth of 
such value" can be read either as ..ipplying to the "differ
ence" or to "rent". This has been :tvOided by splitting up 
the sub-clause. The Proviso for assessment year 1951-52 
has been omitted as spent. 

(As to "reduced annual value", see notes under item 
(ii) above). 

Item (iv) : -No change has been made in the exist
ing provisions [Section 9(1) (iii)]. 

Item (v) :-Existing section 9(1) (iv), has been split 
up into four items (v) to (viii) for clarity. The proviso is 
transferre~ to a separate clause'. 

Item (vi): -See notes to item (v) above. 

Items (vii) and (viii) :~e notes to item (v) above. 

Item (ix)-No change has been made in the existing 
section 9(1) (v). 

Item (x}-The percentage for collection charges, as 
prescribed by rules, has been embodied in the Act itself, 
(As to the expression "reduced annual 0value" see notes un
der item (ii) above). 

Item (xi}-Verbal changes have been made to im· 
prove the language. (As to th~ expre~n "reduced annual 
value" see notes under item (ii)' above.) 

Item (.rii).-This jnco~tes tbt : substance of the 
notification providing for dedµction of irrecoverable rent. 

Explanation :-(See notes.under i~em (ii) above). 

Sub-clQ.use (2}-This gives effect to the principle con
tained in secl!on 9(2), 2nd Proviso, i..t ljne, putting it in 
a more conspicuous xorm. 

JQame25. 



Clau.se 25. 
The amounts not deductible have been put in one 

clause. 

Ctause 26. 
This clause reproduces the provisions of sub-section (3") 

of existing section 9 without any change. 
Clause 27. 

Sub-clause (i)-reproduces the existing provision in 
section 9 (4) (a). 

Sub-clause (ii)-reproduces the existing provtston in 
section 9(4) (b) with the addition of the words itaUcised 
as even a part of a building such as a flat may be allot
ted on ownership basis, as very often happens in Bombay. 

Sub-clauses (iii) and (iv)--The definitions of "annual 
charge" and "capital charge" have been taken from the 
decision of the Supreme Court in New Piece Goods Bazar 
Co., Ltd., Bombay vs. C.I.T., Bombay.' 

Sub-clause (v)-gives effect to the change made by 
the Finance Act, 1938. 

Notes to clause 28. 
D:-Profitun_d •. Section 10 of the existing Act, relating to profits and 
gams of busi- gains of business, profession or vocation is cumbersome in 
ness etc. form and illogical in arrangement. It is proposed to SJ?lit 

up the section, so as to deal separately with the charging 
provisions, deductions, amounts not deductible, and provi• 
sions in the nature of interpretation. 

The opening claus~• deals with the charging provi
sions and enumerates the various categories of income to 
be classified as profits and gains of business. In order to 
make the enumeration exhaustive, the provisions at pre
sent contained in section 10(5A) for treating payments re
ceived for termination of managing agency or other agen• 
cy etc. as profits and gains of business, have been trans-
ferred to this clause as.sub--<:lause (ii). For the same rea
son, the provision in existing section 10(6) regardi•g in
come of a trade association rendering services to its mem
bers has been transferred to this clause as sub-dause (iii). 

Draft Explanation 1 is intended to clarify the position 
regarding classification of profits of managing -agency, and 
does not mark any departute from the present p~actice 
Draft Explanation 2 incorporates the Explanation 1 tn sec
tion 24(1), as it should be appropriately placed here. 

Notes to clause 29. 

This clause gives the general scheme of arrangement 
of the sections in the draft dee.ling with profits _and; gains 
of business etc. The object is to give a bird's-eye view of 

I (1950) 18 J, T, It. 518-S. C. 
•Cl•uae a8. . ,. " ) • 



the main provisions and to enable the- reader to know at a 
glance how they are arran~. The inspiration for this 
kind of arrangement is denved frQnl the U. S. Internai 
Revenue Code. 

Notes to (¥.ause 30. 

This clause deals with deduction for rents, repairs and' 
insurance charges for buildings. 

The expression "building used for the business" has 
been used throughout the whole clause for uniformity (as 
in the existing Section 10(2) (iv) and (ix), in contrast to 
''building in which business is carried on" used i11. section 10 
(2) (i) of the existing Act). 

Draft Clause {a) {i}--Collects together the deductions. 
allowable for premises used for the bn.siness, where the as
sessee is a tenant. 

Cases where, only a part of the premises is so used, 
have been dealt with separately.' 

Draft clause 30(a)(ii)-Deals with the deduction for 
repairs to a building, where the assessee is not a tenant. 

Dra.ft clause 30(b).--Corresponds te> section 10(2)(ix), 
earlier part. Cases where only a part of the premises is. 
used for the business, are dealt with separately." 

Oraft clau.se 30(c}--needs no comments. 

Notes to clause 31. 

This clause collects together the deductions for repairs, 
etc., of machinery, plant, etc. and does not need any com
ments, as the changes made are verbal ·and consequential 
on the scheme adopted in the draft. 

N ot'es to clq1'Se 32. 

Sub-clause (1)-The various allowances in the nature
of depreciation have been grouped together in this clause. 
To simplify the clause and makt it brief, the conditions for 
depreciation allowance have been dealt.with in a separate
clause'. In the interest of clarity, the v~ious classes of asR 
sets have been dealt with separately. 

Draft clause 32(1) (i) & (ii)-Togethtr exhaust the first 
para of existing section 10(2) (vi). 'llhe second para of 
section 10(2)(vi), beginning witl "and ,where ......... " and 
ending with the words "cost ~ to flhe assessee" ha& 
been omitted, as its operation is limited tp the year of erec• 
tion of a building erected during the assessment years 1945--
46 to 1955-56. 

1 See draft clause 38 ( r). 
s See draft dausc 38 ( 2). 

' Vidr <lfflft clause 3+ 

23-1 IA.w Com,/58 
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As regards the proviso to existing section 10(2)(vi), 
clauses (a) and (c) of the proviso have been transferred to 
the draft clause on conditions for depreciation'. 

Clause (b) of the proviso has been transferred to the 
Chapter on Aggregation of in~ome and Set off of loss, being 
relevant thereto. 

Item 32(1) (ii)-See notes under item (i) above. 
Item 32(l)(iii)-Existing section 10(2) (via) has been 

simplified as follows : -
(i) The main proviso finds a place in clause (iii) while 

the second parenthesis (for exclusion of extra allowance for 
<iouble shift working) has been framed. as an Explanation; 
this will a_void interruption in reading. 

(ii) The first parenthesis-containing the words 
•'(which shall be deductible in detenning the written down 
value)" has been omitted. Since clause (via) now forms 
part of "depreciation", the allowance will naturally be de
ducted in determining the written down value under exist~ 
lng sec!ion 10(5) (b). 

(iii) The time for the allowance-ending on the 
31st day of March 1959, has been transferred to the clause 
relating to conditions for depreciat10n'. If this deduction 
becomes obsolete by the time the new Act comes into force, 
it may be deleted. 

Clause 32(l)(iv)-The propositions embodied in sec
tion 10(2)(vii) are these :-

1. A loss on the sale of an asset is allowed as a deduc~ 
tion. ''Loss" here means the difference between the 
written down value and the sale price when the 
latter is lower than the former; 

2. A profit on such sale is counted as income. "Profit" 
here means the excess of the sale price over the 
written down value. (If the sale price exceeds even 
the original cost, then such excess is a capital 
gain.) 

3. In the case of asset not sold, but discarded, eta., the 
place of sale price is taken by its scrap value, as increased 
by insurance moneys, etc., if received. 

Of these propositions, No. 2 has nothing to do with 
deductions, and relates to income by way of balancing 
charge. 

An attempt has been made to simplify the section so 
.as to embody these propositions in.a simple form. Simplifi
cation of the section has proceeded on the following lines:

(i) Only the "Loss" aspect has been dealt with here. 
The profit aspect (2nd, 4th and 5th provisos) has been_ dealt 
with in a separate clause relating to deemed profits'. 

1 Vidt draft clause 34 (1) and 34 (2) (iii). 
1 Viii, draft clause 34 (2) (ii).· 
t Yid, draft clause ,t-1 (2}. 

, 
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(ii) Unnecessary repetitioO has been avoided. The 3rd 
proviso and the main para of section 10(2)(vii) have been 
combined in the draft in clause 32(1) (iv), since the princi
ple is the same. 

Much of the existing 4th proviso repeats parts of the 
3rd proviso. Thf' draft clause 32(1) (iv) expresses the prin
ciple behind these two provisons m such a manner as to 
render repetition unnecessary in the draft for the fourth 
proviso'. 

(iii) Simplicity in expression in general has been at
tempted. For example, the 3rd proviso at present says that 
where insurance. etc., moneys are received, then the amount 
by which the difference between the written down value 
and the scrap value exceeds the amount of insurance 
moneys is allowed as a deduction. This merely embodies 
the simple proposition (vide proposition 3rd above), that in
surance moneys are added to the scrap value. 

Thus-the existing formula is-
Written down value minu.s scrap value minus Insu

rance-Allowed deduction (Shifting "scrap value", this be
comes) 

Written down value minu.s (Scrap value+Insurance)= 
Allowed deduction. 

The draft adopts the second formula. 

Sub-clause (2)-needs no comments. 

Notes to clause 3:i. 

Existing section 10(2)(vib) has been incorporated here. 
An important change has been made with reference to the 
year in respect of which the devek,pment rebate is to be 
allowed. The existing section allows it only for the year of 
acquisition or installation; but it seems desirable to allow 
the rebate in the next year, if the ship or machinery is ac
tually put to use in the next year. 

The proviso to existing section 10(2)(vib) has been 
transferred to a separate clause relating to conditions for 
depreciation and development rebate•. 

The changes made by the Finance Act, 1958, have been 
given effect to. 

Notes to clause 34. 
Sub-clause (1)-The provisos to section 10(2) (vi) and 

section 10(2)(vib) of the existing Act lay down that the de
duction under these clauses is to be allowed only if the pres
cribed particulars are furnished. The draft embodies this 
requirement and extends it to deductfons under existing 
section 10(2)(via) and 1G{2)(vii) also, since these cases 
should stand on the same footing so far as the point under 
discussion is concerned. 

1 Draft clause 41(2). 
11 Vid, draft claute 34 (3). 
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Sub-cl.a.use (2)-l&t?m (i)--,Is new. It embodies a provi
sion contained at pre!W!nt in the rules [vide Rule 8, First 
and Second Provisos, Indian Income-tax Rules, 192:3], as 
to depreciation for user for part of the year.' 

Item (ii)-Incorporates the limitation contained in the 
last line of existing section 10(2) (via). If the deduction it
self becomes obsolete, this might have to be deleted.' 

Item (iii)-----Corresponds t,o exiSting section 10(2)(vi), 
proviso (c), under which the aggregate allowance for de
preciation should not exceed the original cost. The existing 
section applies to the allowances under section 10(2) (vi) 
and 10(2) (via) only. The draft will cover section 10(2) 
(vii), also, since it could not have been the intention of 
the legislature to exclude that allowance from th~ rule 
that the aggregate of such aJ.Iowances should not eKceed 
the original cost. 

Item (iv)-Where an asset is sold etc., in the pnvious 
year. the allowance under section 10(2)(vii.) will be suffici
ent and there will be no need for an allowance under .exist
ing section 10(2)(v~) or 10(2)(via). The draft provisiqn has 
therefore been added to avoid a double allowance. Since 
the draft was prepared. the Finance Act, 1958, has also in
corporated 1.his provii:~on in the Act. But it would seem 
that "furniture" should not be subject to the restricticn em
bodied in this clause, since existing section 10(2) (vii) does 
not a_:oply to furniture. The draft retains "furniture'' in 
view of the Finance Act. but the matter requires to be con
sidered. 

Sub-clause (3)-A part of existing section 10(2), (~ib), 
as amended by the Finance Act, 1958, has been incort)orat
ed here. The changes are :tnostly verbal and ·cons(quen
ti:,.I; but an important point which requires to be m$).tion
ed is, that, the words "and if any such ship, machinery or 
plant is sold .......... ", occttrtting in the latter half of the 
proviso to existing section 10(2)1(vib) have, in the draft, been 
taken as applicable to all sh.ips etc., in respect of ,which 
development rebate has been obtained, and not confitied to 
the ships etc. to which clause (b) of that proviso at,plies. 
This wider interpi:etation seems in consonance with section 
35(11) (as inserted by the FiOJJ.m.Ce Act, 1958) which is appli
cable to al.l ships etc. 

The provisions contained in existing section 10(2~) and 
(2C) have been omitted in tjl-e -draft. It is understodd that 
Government does not want to enforce these provisicms for 
the futm:e; in any case. t!-oe changes made in existiD.g sec
tion 10(2)(vib) render these provisions superflu.ous, ~ least 
so far as development rebate is concerned. 

1 See also ~an para of lf>tes to cl~ 38. 
1 See abo notn to draf1 ch,use 31 ~1) (iii) . 

. I I 
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Notes to clame 35. 

Sub..clau,e ,(1}---ltem (i) needs no co111.ments. Items 
(ii) and iUi) rtpresent section 10(2)(xiii), Which has been 
brokea. up lor/ clarity. Item (iv) correspo:(lds to section 
10(~) (xiv), relating to allowance for capll~l expenditure 
o.n scientific research. For simplicity, the broad principle 
for allowing such expenditure as a deduction, embodied in 
existing section 10(2)(xiv), first para, earlier portion, has 
been embodied here. The rest of the provisions of section 
10(2)(xiv), and its provisos deal with (i) detailed conditions 
and provisions for deduction, or (li) rules regarding profit 
on sale of the asset or (ii) interpretation. These have been 
dealt with separately.' 

Sub~lause (2)-Item (i) & Explanation.-These car• 
respond to the existing provisions in section 10(2)(xiv), 
first para and first proviso. An attempt has been made to 
simplify the expression and make it direct. No change 
fras been made in the substance. As the allowance is 
gr;mted in both cases (i.e., whether the expenditure was 
incurred before or after commencement of business), it 
will suffice to say so. without making separate elaborate 
provision for the two cases. 

The draft Explanation states the fin;t Proviso in a 
different form, which is positive. 

Item (n)-needs no comment, exceot that the affirma
tive provision m existing section 10(2)(Jgv), 2nd Proviso 
(a) (ii), has been made to precede the negative provision 
in section 10(2)(xiv), 2nd Proviso, (a)(i). The deduction 
allowed under this item takes the place of -the 1/5th in item 
(i). This is made clear in the draft. 

Item (iii)-Language has been simplified. 

Item ( iv )-Needs no comments. 

Item (v)-Correspondens to the earlier portion of sec
tion 10(2)(xiv), 2nd Proviso {e). The latter portion has 
been transferred to the interpretation clause.' 

Sub-clau..se (3)-needs no comments. The contents of 
the Explanation to section 10(2) (xiv), have been transfer· 
red to the interpretation clause.' 

Sub-clause (4}-needs no comments. 

N ates to c!ause 3'6. 

Sub-clause (1}-deals with deductions for insurance of 
stocks and stores. 

Sub-clau.se (2)-Item (i)-needs no comments except 
that the wording in the existing section 10(2){-x), proviso, 
has been sought to be improved. The existing phrase, "the 

-- - ·-·---- ------ --

-1 Vide draft clause 35(!.!) and draft clau8f! 41(3) anJl .'l(5) respecti~ly. 
• Yide draft clause 4,11(1), Explanation 11 • 
• Yid, draft clause 42(5). l 
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amount is of a reasonable amount" unnecessarily repeats 
the word "amount", 

Item (ii)-This is new and has been added to help an 
assessee to get a deduction wher_e bonus is paid in rursu
ance of any award of an mdustnal or other tribuna even 
if the amount is not reasonable, that is to say, even if the 
conditions in the existing se~tion 10(2)(x), proviso. are not 
satisfied. 

Sub-clause (3)--corresponds to existing section 10(2) 
(iii). The proviso has been transferred to the clause on 
amounts not deductible', in order to simplify the sub-clause 
and make the arrangement logical. 

Sub-clause (4)-Section 58R, first para, which pertains 
to the deduction of the contribution of an employer to an 
approved superannuation fund, should really find a refer
ence amongst deductions, and has therefore been referred 
to here. 

Sub-clause (5)-needs no comments. 

Sub-clause (6)-corresponds to existing section 10(2). 
(xi) for bad debts. The changes made are explained
below:-

Opening lines-Instead of the words ''bad and doubtful 
debts" the words "debts or parts thereof that are estab
lished to have become bad debts" have been used. The 
word ''doubtful" is unnecessary and does not add anything 
to what is conveyed by "bad". 

Item (i)-A condition has been added that the debt 
must have been taken into account in computing the in
come for an earlier year. This follows section ll(l)(e) of 
the Canadian Income-tax Act and section 63(1)(a) of the 
Australian Income-tax Act. 

Item (ii)-The requirement expressed by the . words 
'"not exceeding the amount actually written off" etc., ap
pearing at the end of existing section 10(2) (xi), first para, 
has been given here the shape of a condition. 

First Proviso-This embodies the latter half of the 
existing proviso. (The earlier half of the existing proviso 
deals with "profit"- not "deduction", and is therefore trans
ferred to a separate clause'.] 

Second Proviso-is intended to meet a case like 
this :-

A debt is written off in the accounting year 1957-08. At 
the time of the assessment for that year, the Income-tax 
Officer does not allow it as a deduction, on the ground that 
it is not yet established to have become a bad debt. But 
when the assessment for a subsequent accounting year, say 
1958-59, takes place, the Income-tax Officer has no doubt 

1 Draft claus<' 4o{a} (i). 
'Draft clause 41(-#-
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left as to its irrecoverability then. The debt will be treat• 
ed as a bad debt for the account year 1958-59, and the mere 
fact that it was written off in an earlier year should not 
bar the grant of a deduction. 

This result could have been brought about by suitable 
words in draft item (ii) also (e.g., by adding "or earlier 
previous year'' there). But a proviso has been preferred in 
order to avoid obscurity. 

Notes to clause 37. 

This embodies section 10(2)(xv). 

The existing section uses the words ''not being an al
lowance of the nature described" elsewhere; the word "al• 
lowance" has. in the draft, been replaced by the word "ex
penditure" which is more appropriate in the context. 

Notes to clause 38. 

Sub.clause (1)-The limitation contained in existinJ 
section 10(2), Proviso, regarding deduction for rent where 
a part of the premises is used as a dwelling house, has been 
incorporated here in para (a). Similar limitation regard
ing deduction for repaii:s, contained in existing section 
10(2)(ii), Proviso, has been embodied in para (b). 

In draft para (a), the annual value of the part used for 
the business has been mentioned, in preference to the an
nual value of the part used as a dwelling house men
tioned in the existing section, as the former seems to be a 
more direct way of stating the rule. 

The words "as the Income-tax Officer may determine" 
do not occur in the existing section 10(2) (ii), proviso, but 
have been added in draft para (b) to make the matter clear 
and to have uniformity (Cf. existing section 10(2)(i), Pro
viso). 

See also notes below under sub-clause (2). 

Sub-clause (2).-Existing section 10(2) (ix), provides 
for deduction for- land revenue etc. and says that the deduc
tion is for that "part" of the premises which is used for 
the business. The provision for deduction has already 
been dealt with in the draft clause on deductions. The 
present draft sub-clause deals with the limitation regard
ing "part". 

The provision has been made more elaborate, on the 
lines of existing section 10(2)(i), Proviso (See notes to 
sub-clause (1) aboveJ. 

[Logically speaking. draft sub-clause (1), for section 
10(2) (i) and (ii) Proviso (for deduction for rents and re
pairs where a part of the premises is used as residence) 
should also be framed on the s,ame lines as draft sub-clause 
(2). The existing provision op these £Dints is confined to 
cases where a part is used as :a "dwelifg house". It does 

' ' 
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not deal with a case where the part is used not as a dwel• • 
ling house but for some othei--purpose not connected with 
the business. However, no change has been made in this 
respect in draft sul).clause (1), in order to avoid any al• 
teration in tax liability.] 

Sub-clause (3)-eorresponds to existing section 10(3). 
1:he word "•.>Jholly" has been replaced by the word "exclu-
sively". It has been held' that the words "not wholly ...... " 
mean that the building is not used exclusively for the 
purposes of the business, but for other purposes also. 
(These words, the court held, have nothing to do with 
the period of user during the previous year.) The draft 
gives effect to this decision. 

The section has also been made more elaborate- by 
providing that the Income-tax Officer is to determine the 
amount with reference to the extent to which the user was 
for the purpose of the business. 

It must have been noticed that the Act does not deal 
with all cases of partial user in the context of deduc
tions. 

Use; may be partial in point of-

(i) Space, i.e., only a part of the building is used. for 
the business; 

(ii) purpose, i.e., only some of the purposes of the user 
are business purposes; or 

(iii) duration, i.e., the building is used only for a part 
of the previous year. 

(Moreover. there may be partiality both in poittt of 
space and time, time and duration, and so on.) 

The Act deals with (i) and (ii) only, and that too 
only for certain kinds of deductions. It does not dekll in 
so many words with (iii). The draft also does not g~ be
yond the Act, except that aq. earlier clause• embodJes a 
provision contained in the rules regarding user whith ls 
partial in point of duration. 

Notes to clause 39. 

No change has been made in existing section 32A 

Notes to clause 40. 

This clause collects together all amounts-not deduc
tible in computing the profits and gains of business, etc. 
The scheme adopted is to proceed from the general to 
special. Thus, rules common to all assessees come first 
[para. (a)], while those applicable to particular kiruis o: 
.assessees are placed after them. 

, 



Para. (a)-

Item (i)-An attempt has been made to simplify the 
language. The last 17 words of the existing section 10(2) 
(iii) Proviso, relating to interest paid to a partner have 
been omitted, as para (b) 6f present draft clause will 
cover it. 

Item (ii)-needs no comments. 

Items (iii) & (iv)-need no comments except that 
:slight verbal changes have been made to secure clarity. 

Para (b)-Needs no comments. 

Para (c)-The words "expenditure ,or" have been add
·ed in item (ii) in order to make it clear that moneys ac
tually spent (by a person having a substantial interest in 
a company) are also excluded from deductions. 

Para (d)-embodies the last line of clauses (a) and (b) 
of the Explanation to existing section 8. The bar against 
double deduction of such amounts bas been embodied in 
the draft for that section,' but has been repeated here in 
order to make the list exhaustive. 

N ates to clause 41. 

There are provisions scattered at various places in 
·section 10, enacting that a certain amount shall be treated 
as a profit of business and taxed accordingly. An attempt 
has been made here to collect all of them together. 

Sub-clause (1)-Needs no comments. 

Sub-clause (2)-is an attempt to state in a simple form 
the propositions embo~hed in. the second and the fourth 
provisos to section 10(2)(vii). The second proviso is con
fined to assets which are sold and bring profits, while the 
fourth proviso deals with assets which are discarded etc., 
and bring profits. The draft sub-cktuse (read with the 

-draft Explanation 1) combines both these cases . • 
It must, of course, be noted that the existing fourth 

proviso is highly involved in languag:e, and does not dis
close easily the rule that is to be applied. But there can 
'be no doubt that the true reile is tltis-that if the scrap 
value plus the amount of insurance moneys etc., exceeds 
the written down value, then the excess is taxed as a 
business profit to the extent to which the original cost is 
not exceeded. 

The proviso as drafted is faithf-W to this rule. Morew 
over, it avoids the ambiguity arising from the existing 

-words "so much of the excess as doet; not exceed the dif
'ierence between the original, cost a , the written down 
·v.alue less the scrap valu ". [Th biguity ari9eS by 

... Draft clause 11o(ii), 
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reason of the fact that the word "less" can be read either 
with (i) excess. or with (ii) difference, or with (iii} written 
down value.] 

The following analysis of the fourth. proviso is intend
ed to show how each pa·rt of the proviso has been dealt with 
in the proposed draft. 

Exisling Ste/ion. 

1. "i'n}Vided futher ...... el((:eeds :he 1. 
di!f<·rence bctwct,n th!" wrillcn do"'n 
va!ur and the scrap value no amQ!m/ 
shall b, a/1,.,wtd Ullder I his clauu." 

How inc,,,-pr,raud. 

The it,,lici,,d words are unnece.•· 
sari•, since deduction is allowed.only 
where the written down value is not 
exceeded. \Sec existing Sec. 10(2} 
(v;i), 3rd rrov.) 

2. '•and so much of lhc cxce.'15 shall be \Z. Incorporated in the] present draft 
deemt,d to be profits". sub-clause (2) 

'.-1· "and ~o much of the excess a.r does 3. 
not eJ<ceed the dilfermce bdwun tM 
o,ie;inDI cD.<I and the ,u,illm down 11alw 
ins th• sc,ap V11ble." 

The t...ie rule behind tbr, iJalidsed 
words has b,:i,n incorporated ;n a 
simplified form in 1he present draft 
sub•clame (2), as already explained 
in the note5. 

The function of draft Explanation 1 has been explain
ed above. Draft Explantions 2 and 3 do not need any com
ments. 

Sub-clause (3)-needs no comments. The changes 
are only verbal. The words "whether during the conti
nuance of the business'' have been added in order to clarify 
the scope of the provision. on the lines of the existing sec
tion 10(2)(vii), 2nd Proviso. 

Sub-clause (4)-The addition of the words "or part of 
debf" is consequential on the draft adopted for the main 
para of section 10(2)(xi). Other changes are verbal. 

Notes to clause 42. 

This clause groups together all provisions in the na
ture of the definition or interpretation. relevant to profits 
and gains of b1'siness etc. 

Sub-clause (1)-

First para-needs no comments. 

Explanat11on 1-needs no comments. 

Explanation 2.-Existing section 10(5) (c) provides that 
in the case of an asset acquired by the assessee by gift or· 
inheritance. its written down value shall be the written 
down value in the case of the previous owner or the market 
valu€' (whichever is Jess). The provision thus appears as 
a part of the definition of "written down value"; but it 
would be more appropriate to place it as a part t th& 
definition of actual cdst. What is intended is the fi tion. 
of a notional figure of actual cost and not a not_ional gure-
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of written down value as such. The written down value 
of an asset is an amount that is constantly diminishing, and 
cannot be frozen at the figure of written down value of 
the previous owner, as the existing section purports to do. 
The real object is to invent an "actual cost" (because a 
person acquiring property by gift and not paying anything 
for it does not, actuaHy, incur any cost). 

The provision has therefore been placed as an Expla
nation under the definition of actual cost, with suitable 
verbal changes. 

Explanation 3: The only change made in existing sec
tion 10(5)(a), 1st Proviso, is to add, after the word 'busi
ness', the wo.rds 'profession or vocation' to make the pro
vision comprehensive. (Cf. existing section 10(5)(a), 2nd 
Proviso). 

Explanation 4: Existing section l0(5)(a). 2nd Proviso, 
has been transferred to the definition of actual cost, sirice 
it pertains to that topic. A few verbal changes have been· 
made to simplify the language. 

Explanation 5: This is based on section 12B(l), 2nd 
Proviso. 

Sub-clauses 
1
(2) and (3)-need no comments, except 

that it is made clear that ships are included in "plant". 

Sub-clause (4)-is new. The word "received" has been 
sought to be defined on the lines of the existing definition 
of ·'paid" in section 10(5), first para, so as to cover not only 
cash receipts, but also receipts according to the method t"lf 

accounting. The definition is, of course, confined to the 
provisions dealing with profits from business [e.g. section 

-10(2A)]. 

Sub-clause (5)-Corresponds to existing section 10(2)· 
(xiv), Explanation. 

The only change made is in item (iii)(b), where, at the 
End. the wOrds "business of that class" have been chang
ed into "all businesses of that class", on the lines of para 
(a) of the same item. 

Sub-clause (6)-needs no comments. 

Sub-clause (7), Para (a)-The provisos to existing sec
tion 10(5)(a) have been shifted to the definition of ';actual 
cost", for the reasons given above in the notes relating to· 
draft sub-clause (1), Explanations 3 and 4. 

Para (bl and Proviso-need no comments. 

Explanation 1.-Corresponds to the second proviso to 
sec~ion 10(5)(b). The form has been changed. The exist
ing provision 5ays that in cases of succession to business, 
th€' actual cost referred to in the main part (definition of 
•'written down value") shall _,e the ctist to the predecessor 
in business. The effect of ~j is, tha_t,written down value 
that would have been adop7 in the jfe of the predecessor 



£-Capital 
,sairu. 

358 
in business will be regarded. as the written down value of 
the asset even in the bends of ihe successor. This effect has 
been sought to be brought about more directly in the 1pro
vision as drafted. 

Explanation 2.-is based on section 12B(l), 2nd pro
viso. 

Clause (c)-of the existing definition of written down 
value has been shifted to the definition of "actual cost'"
See notes above relating to di-aft sub-clause (1), Explana
tion 3. 

Explanation 3.-embodies existing section 10(5), Ex
planation, latter half, without any change. ' 

Notes to clause 43. 

This is a new clause. There is some doubt as to whe
ther the residences constructed for employees are buildings 
·used for the purposes of the business or not. The admini.s
trative instructions appearing on page 447 of the Income
tax Manual, 10th Edition, are as follows: -

"Buildings belonging to the owner of a business 
and used by him in order to house his employees are 
buildings used for the purpose of business where !he 
occupation by the ·employees of property owned bf the 
employer who carried on a business is subservient to 
and necessary for the performance of their duties. In 
any other event iUCh buildings would be chargeable 
under section 9 irrespective of the fact whether any 
rent is paid by the empbyees or not."' 

The instructions. which appear to be in accordance 
with the strict legal position, are sought to be co6ified 
by this clause. 

Notes to clause 44. 

The provisions regarding insurance business, CO$tain
ed in the existing Schedule. have been placed in the -draft 
First Schedule, but Rule 9 of the existing Schedule has 
been placed here in view of its importance. [For a defi
nition of "mutual insurance company", see the South 
African Income-tax Act, 1941, First Schedule, para 2(d).] 

Notes to cl.ause 45. 

General-
Existing section 12B has been split up into several sec

tions in the draft, in order to facilitate its understaading. 
The charging provision comes first, followed by the year 
of charge and mode fcomp~ tion of the gains. D~iled 
provisions for fixing eost • 1f the asset follow p.ex , and 
provisions, in the na of _rnption come at tlte :e • 

•. j 
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Draft claw;e 45.-The cha.,.ges maJie are verbal only. 
The existing words '·the tax shall be payable" have been 
replaced by the words ....... "shall brt chargeable to in-
come-tax" as in other sections. The 'W!Drds "save as other
wise provided" have b~en added merely as a drafting im
provement. 

The existing reference to the date 31st March, 1956~ 
has been omitted as obsolete. 

But it has been made clear that the transaction must 
have been effected "in the previous year". Though this 
might amount to a repetition of a provision already con
tained in the Act, namely, that income chargeable as capi
tal gains is deemed to be the income of the previous year 
in which the transaction took place,' still such clarifica
tion appears to be useful in the main section also. 

Notes to clause 46. 

This clause fixes the previ~us year to which the income
should be related. 

Notes to clause 47. 

Existing section 12B(l), 1st proviso, and earlier part of 
the 2nd proviso, have been co~bined together. The latter 
part of the 2nd proviso really appertains to the definitions 
of "actual cost" and "written down Value" and is placed 
there. 

Sub-clause (i)-needs no ctomments. 
Sub-clause (ii)-The existing provision reads "any dis

tribution . . ... . . .... under a deed of gift''. The term "dis-
tribution'' may not, it is apprehendea, cover a gift to a 
single donee. It has, therefore,_ been replaced by "transfer". 
The words "deed of" have been omitted, so as to include 
oral gifts. 

Sub--clause (iii)-The existing provision requires that 
the subsidiary company should be "registered under the In
dian Companies Act, 1956". (Before it$ amendment in 1956, 
the wording was "registered under the Indian Companies 
Act, 191:l".) Obviously, howe11er, the intention is that the 
subsidiary company should be an "Ind.ian company". The
wording has been changed acdordingly. (It may be noted, 
that the existing wording w~ld, if c&nstrued strictly, ex,. 
elude companies registered UIJ(ler a pte-1956 law, and this· 
narrows down the scope. On tlte otherhllnd, it would slieht
ly widen the scope by being, silent tt~t the. registered 
office being in India-a requirement fflentioned expressly 
in the definition of "Indian cOl'llpany".) 

Notes to clause 4'8. 

Sub-clause {1)-ltem (i).:....The wards "wholly and ex• 
elusively" have been substituted for the existing word· 
"solely". This will secure uniformiftv in language with• 
analogous provisions, e.g., e • ting seqtion 10(2}(xv). 

1 See existing 1ection 12B(t), ma 
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Item (ii)-Existing section 12B(2)(ii) speaks of "the 
.actual cost to the assessee of the capital asset" (with 
certain inclusions and exclusions) being deducted from the 
consideration. But there are cases where "actual costs" is 
replaced by written down value, e.g., see existing section 
12B(l), 2nd proviso. In some cases, it is replaced by the 
fair market value, see section 12B(2), 3rd proviso. Further. 
the amounts to be added to the actual cost (as representing 
improvements) vary in various cases, according to the date 
of acquisition of the asset etc. In order to cover all these 
cases, it seems desirable to use some convenient expression 
to denote the deductible cost. The expression "statutory 
cost" has been used for the purpose. The manner of arriv~ 
ing at the statutory cost is dealt with separately for the 
sake of simplicity. 

As to the amounts spent on improvements (additions 
and alterations), they have not been mentioned in the draf~ 
in the present clause, but have been dealt with elaborately 
in the draft clauses to follow,' explaining in detail what is 
"statutory cost" in various situations. The reason is, that 
the date after which the imRrovements should have been 
made will vary in various situations. To take an example, 
where the fair market value of the asset on 1st January. 
1954, is substituted under exi!;iting section 12B(2), 3rd pro
viso, it is only improvements made after 1st January, 1954 
that can be taken into account, and it would not suffice to 
say that improvements made after acquisition by the as
sessee will be added to the actual cost. 

Notes to clause 49. 

This clause enumerates the various modes by wbich a 
person might have acquired a capital asset which he sub
sequently transfers for consideration. The various modes 
enumerated in this section are contained in section 12B it
self and are grouped in the clause for the purpose of clarity. 

In the following clauses' the m~thod of calculating the 
statutory cost of the capital asset is laid down. 

Assets for which depreciation allowance is admi&.ible 
have been dealt with separately. The rules for depreciablP. 
and non-depreciable assets differ: e.g., (i) in the case of de
preciable assets, the written down value is taken as the ac
tual cost in ordinary cases; (ii) even where the assets are ac
quired before 1-1-1954 and the market value on that date 
is substituted, subsequent depreciation has to be adjusted 
in the case of such assets. 

Item (iv)(d) of the draft clause uses the words "revo
·cable or irrevocable trust", since there is no reason for differ
,entiating between the two: 

1 Yidt draft clauses 50-5r. 

, 
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N ates to clause 50. 

General-

The cost of an asset to be allowed for the purpose of 
-computing capital gains can be described as made up of the 
following ingredients : -

(a) The basic amount. This is (i) cost of acquisition or 
(ii) written down value or (iii) in certain special 
cases, the fair market value on a certain date. 

(b) Addition for expenditure on improvement to the 
assets. 

(c) Reduction for depreciation. 
(d) Adjustment for profits assessed or losses deducted 

under section 10(2)(vii), 3rd and 4th provisos. 

Items ('c) and (d) are not applicable to non~depreciable 
assets. 

The existing section mentions all these ingredients while 
dealing wjth the norm.al situations covered by section 12B 
(2)(ii) and 2nd proviso, but does not do so when dealing with 
certain specia,t situations. In the draft. however. it has been 
considered desirable to make the provision for each situation 
.elaborate and to state all the applicable ingredients. 

Scheme-

The scheme adopted in the clause is to deal in separate 
sub-clauses with the mode of statutory cost according to the 
n:iode of acquisition. (The modes of acquisition have been 
dassified in a preceding clause).' 

Sub-clause (1)-

Para. (a)--the words "cost of acquisition" have been 
substituted for the existing words "actual cost", as bemg 
more appropriate. Incidentally, the expression "actual 
cost" might give rise to the impression that the definitiem of 
that expression in section 10(5) is applicable here also. 

As to the expression "cost of improvements" see the 
interpretation clause at the end of this group. 

Para. (b)-The existing section creates a slight diffi
eulty in understanding it, because it combines two things 
in one, namely, (1) where the capital asset became the 
property of the assessee before 1st January, 1954, and (2) 
where it became the property of the previous owner be
fore the 1st January, 1954. The draft separates these two 
situations and deals with them separately for the sake of 
clarity. 

The existing provision requires that the fair market 
value should be "proved" to the satisf8.ction of the Income
tax Officer. This requirement has been omitted, as it is im
plied in all proceedings before the Inca,me--tax Officer. 

1 See draf't-clauae f9 and no:cs then:i,. 

I 
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Sub-clause (2) and :subsequent sub--clauses-do not need 
any detailed comment$. The various ingredients con!btu
ting the statutory cost have been embodied,' here. 

Notes to ciause 51. 

This relates to the determination of statutory cost of 
depreciable assets. The expression "adjusted" has been coin
ed as a short expressioo to convey the profits assessed and 
losses deducted under existing section 10(2)(vii), 3rd and 4th 
provisos. It has been defined in the interpretation section 
pertaining to this group of sections.' 

We think however, that it would be more convenient 
to adopt a simple formula for arriving at the actual cost 
instead of the elaborate provisions now contained. Either 
the market value on the date of acquisition if acquireq be
fore 1-1-1954 or the market value on 1-1-1954 at the option 
of the assessee may be adopted, whatever be the mocle of 
acquisition. In other cases the market value on the date 
of acquisition may be taken. Adjustments may be made 
to arrive at the statutory cost. 

Notes to CklllSe 52. 

The verbal changes made are consequential on the pro
visions for arriving at the cost of the asset as re-dre.tted. 

N ates to clause 53. 

This is new. 

Where a capital asset is given in exchange, the qonsi
deration received by the assessee will itself be an asset (i.e .• 
in kind and not in cash). Some rule for estimating the 
value of such consideration appears to be necessary. The 
draft clause takes the fair market value of the asset re
ceived by the assessee, as the basis. 

Paragraphs (a) and {b) are intended to deal with cases 
where the transaction is not a pure exchange of asse4 and 
the assessee receives or gives something (usually money) in 
addition to the thing received or given in exchange. 

N ates to clause 54. 

This deals with the case where the consideration stated 
in the deed of sale etc. is low~ • 

An important departure has been made from the exis~ 
ing provision. Existing section 12B(2), 1st proviso, applies 
to cases where the tra11sactiou is entered into with a person 
'diredly or indirectely' connected with the assessee. • This 
does not appear to be necessary and has been omitted. 

1 See notes above " General ". , 
• The elaborate provi•~ of IICCt;· f.lli B. (3), P-Nwilllli> or per for 

improvementt are regarded lim.ppli efor depceciabtt URtl, , 

• ' 
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The draft clause has. further, been limited to cases 
where the actual consideration is not correctly given in the 
deed. The power should not extend to cases where the 
consideration. though law, has been correctly recited in the 
deed. 

Notes to clause 55. 
The question of transferring this to the chapter on 

"Exclusions from Total Income" was considered, by us, but 
we thought it more appropriate to, retain it here. 

Notes to cl.ause 56. 

No change of importance has been made in existing 
section 12B{4) (b). 

Notes to clause 57. 

"Adjusted"-Existing section 12B(2), 2nd proviso says 
that in the case of depreciable assets, the cost of the assets 
(i.e. the written down value) has to be adjusted by losses 
deducted or profits assessed under existing section 10(2)(vii), 
3rd and 4th provisos. Even in cases where the fair market 
value on a certain date is substituted, this deduction has 
to be made. 

In order to avoid the necessity of repeating the words 
"diminished by losses and increased by profits" frequently, 
the substantive draft clauses' for calculating the statutory 
cost use the short expression "adjusted'', and the present 
clause seeks to define it. 

"Cost of improvement".-Existing section 12B(2)(ii) 
says that the actual cost of an asset shall include expendi
ture of a capital nature on additions or alterations to the 
asset. Even in cases where the actual c:,:>st is to be replaced 
by the fair market value as on a certain date, improvements 
subsequent to that date hav~ .. to be taken into account. 

In order to avoid the necessary of rtpeating the lengthy 
expression "expenditure of a capital nature" etc., the sub
stantive draft clauses use the short exp-ession "cost of any 
improvements", and the present clause ;3eeks to define it. 

The existing provision, section 12B(2)(ii), last lines, 
specifically excludes expenditure deductible under other 
heads. 

Notes to cur.use 58. 

Clause 58 
This clause deals :y.rith incOme tan.hie under the resi-

duary head "Income from other sources". Sub-clause ( 1) er!;"-1~i::' 
embodies the general principle, while sub-clause (2) lists aource.. 
some specific items deserving spl(!cial mention. 

1_ Vult draft clauses 50-51. 
24-1 Law Com. 58 
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Sub-ctau.se {1)-Tbe language adopted is in conformity 
with that adopted in the draft for the other heads .(e.g., 
Salaries). The words "which may be included in his total 
income" have been omitted, as unnecessary. Under exist
ing sections 3 and 4, it is only income forming part of "total 
income" that is subject to tax. Therefore the words "which 
may be included in the total income" are to be read into 
each section dealing with a head of income, and need not 
be repeated in every section. 

Sub-clause (2)-Item (i) needs no comments. 

Items (ii) and (iii) are, in form, new; but sub-sections 
(3) and ( 4) of existing section 12 imply that such income is 
taxed under the residuary head. This implication has been 
made express in the draft. 

Section 12(1B) is omitted; as it is not relevant for as
sessments to be made hereafter. 

' Notes to cl.a.use 59. 

Existing section 16(2) provides for two things : -

(1) The prOposition contained in the earlier pqrtion, 
providing that a dividend is deemed to be the income tf the 
previous year in which it is paid, credited e~c. 

(2) The provision for gro~in.g up of dividends co~tain
ed in the latter part and proviso. 

The proposition at No. (1) above has been emtjodied 
in a separate draft clause,' being one of the clauses!deal-
ing with deemed incomes. ' 

The provision at No. (2) above forms the subject-tp.3.tter 
of the present draft clause. • 

Sub-clause (1)-is introductory in nature. 

Sub-clause (2)-The grossing up of dividends is~ diffi.. 
cult procedure. The questiori of requiring comp es to 
deduct tax from dividends C"11 be considered, on th lines 
of S. 184-186 of the U. K. Act-and sections 43 and 49 f the 
Ceylon Act. The recommerdations of the Taxatio En
quiry Commission on the subject" may also be seen.[ 

On the assumption that the present provision islo be 
retain.ed, sub-clause (2) atteqi.pts to state the rule gard
ing grossing up in the form • af a formula. The e • ting 
section states the rule in an indirect manner; the w rd.ink 
"such amount as WOiJ.ld, if i.aoome-tax etc. were d ucted 
therefrom, be equal to the aJllOUnt of the dividend " eates 
some difficulty in actual application, because it begin$, with 
an unknown. The draft formula, though appearing com
plex on account of symbols, is not so difficult to apply. 
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The draft expresses the meaning of the clause in the 
form of a simple mathematical formula. (The method of 
adopting such formula is not novt;.J. and is to be found i!l 
the South African Income-tax Act.) 

The formula is explained below :-

If G is the amount as gros,;ed up, D the amount of the . 
~net (i.e. actual) dividend, and R the rate of income-tax ap-- I;_ 
plicab1e to the company expressed as a percentage, then, -
the existing rule is that-

G - (Gx~:) = D 

GR 
i..i., G minus 

,oo 

i.t •. D = G( I -
1
: ) 

D 

G 
,ooxD 

100-R 

R 

,oo 

D 
• 

Now G is composed of the net amowit of the divid~d, 
plu.s the increase; • 

i.e.-, G = D + Increase = 

,ooD 
or Increase = ---

ioo-R 
D 

100)<0 

100-R 

Now, if D on the extreme right ~nd is expressed in 
terms of fraction of 100-R, theh, 

Incre1111e = 

i.e., Increase 

i-4., Increase = 

,ooo 

100-R 

D (100- R) 

100-R 

100 D -{100D-RDJ 

100-R 

RD 

100-R 

Therefore the gross dividend is the actual dividend plus 
the increase so arrived at. 

- Sub-clause (3)-This is based on the existing proviso to 
section 16(2). The expression f :-:m"~ been replaced in 
the draft by the expression " d" ·th ls more appro-
priate in the context. I 
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Notes to clause 60. 

• 

DeduC!tions (pertaining to income from other sources) 
have been made the subject-matter of a separate clause, as 
has been done m the case of income under other heads, e.g. 
profits of business. 

Item (i)-needs no comments. 

Item (ii)-Existing sections 12(::S) and 12(4) provide that 
where machinery etc. is let on hire, the assessee shall be 
''entitled to allowances" in accordance with the pi'ovisions 
of section 10(2), clauses (iv) to (vii). Now, these clauses of 
section 10(2) provide for two things:-

(1) Deductions for certain expenses, depreciation and 
Joss on sale; 

(2) Charging of .tax on prc,fits on sale, destruction etc. 
of assets (Section 10(2)(vii), 3rd and 4th provisos). 

Logically, therefore, section 12(3) and 12(4) are to be 
construed as adopting not only the provisions for deductions 
but also those for profits, in the clauses referred to. • 

The provisions for deductions are incorporated in the 
draft item under discussion. The words "so far as m~y be" 
have been added, since these provisions may not fit in word 
by word in respect of income from other sources. Other 
verbal changes are consequential on lhe scheme adopted 
in the draft for existing section 10{2)(iv) to (vi). 

So much of section 10(2)(vii) as deals with the chQ.rging 
of tax on profits arising from sale etc. has been embodied 
in the separate draft clause to follow, entitled "Profits 
chargeable to tax". 

Item ( iii)-Instead of the present wording "solely for 
the purpose of . . . . •. . ... " the words "wholly and exclu
sively" have been used, to secure uniformity with the lan
guage of existing section 10(2)(xv). 

Notes to clause 61. 

Amounts not deductible have been dealt with separate--
ly in this clause. • 

Sub-clause (a)-Item (i) needs no comment~. In 
items (ii) and (iii) minor verbal changes have been :made 
on the lines of changes in the corresponding provisi~ for 
income under other heads, (f.g. see the draft for e*sting 
section 10(2)(iii), Proviso). • 

Sub-clause (b)--Section 12(5), in part, provides ch•t the 
provisions of existing section 10(4A) apply to income from 
other sources as they apply to income from business. Since 
section 10( 4A) relates to amounts disallowed as dedudions, 
this part of section 12(5) finds a place here. 

The rest of exist~· g sectign 12(5) is incorporated jn the 
clause, to follow, de • g wit• profits chargeable to t.flX, 

j ' 

, 
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Notes to clause 62. 

Sub-clause (1)-needs no comments. 

Sub-clause (2)-See notes tinder draft clause entitled 
''Deductions". 

CHAPTER V 

INCOMES OF OTHER PERSONS, INCLUDED. IN 
ASSESSEE'S TOTAL INCOME 

N ates to clause 63. 

Existing section 16(1)(c) deals with two kinds of trans
fers: (1) transfer of income only, without transfer of the 
corpus, and (2) revocable transfer of the corpus. In order to 
prevent the two kinds of transfers being mixed up, it is 
considered desirable to separate the two into two sec
tions. 

The draft cla,use under discussion deals with the first 
kind of transfer. The existing section uses the words "set
tlement or disposition" and then goes on to define these 
words as including, besides other things: "disposition" (see 
secc;nd proviso). For the sake of brevity, only the word 
''transfer" has been used in the draft throughout the group 
of clauses incorporating section 16(l){c). The word 'trans• 
fer' has been defined separately. 

The existing section contains the words "from assets re
maining the property of the settlor or disponer". . These 
words do not easily convey the exact meaning. The obvi• 
ous intention is to refer to a case where there is no trans• 
fer of the property from which the income arises. This is 
made clear in the draft. 

Provisos 1 and 3 to the existing: section 16(l)(c) are 
framed in wide language so as to convey the impression 
that they are applicable to transfer,-:; of mere income also. 
But since transfers of mere income (that is, transfers co
vered by the draft clause under discussion) fall within the 
section '"whether revocable or not". lt seems incongruous 
to give any definition of "revocable" in respect of such 
transfers. It could not have been the intention that if the 
transfer"of income is itself irrevocable, then the section will 
not apply. The first and third provisos should therefore. 
be confi~ed to transfers of corpus, being revocable. The cor• 
responding draft clauses' acdordingly narrow down the 
scope. 

Other changes are verbal. 

Notes to clause 64. 

One or two verbal changes have been made, which 
do not need any comments. 

1 See draft clauses 65, 66. 
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Notes to clause 65., 

The existing provision, i.-e., section 16(l)(c), third provi
so, applies only to "settlement or disposition". It does not 
mention "transfer", but obviously ctll transfers of corpus 
are also covered by the proviso, since the main para. of 
section 16(1)(c), latter part, speaks of "revocable transfer 
of assets", and the proviso is intended to save certain trans
fers which, though revocable, are not revocable for a 
certain period. Hence the draft mentions transfers. 

Sub-clause (1)-The existing provision speaks of a set
tlement etc. which is not revocable during the life-time of 
the "person". This "person" is obviously the transferee (see 
the opening line of the existing section 16(1)(c) which be
gins with "all income arising to any person"). This has 
been made clear in the draft in para. (a). In the case of a 
transfer by way of trust, the transferee, that is, the person 
to whom the incame arises, is in theory, the trustee, but in 
substance the beneficiary. This has also been specifically 
provided for in the draft. 

Sub-clause (2)-The verbal changes made are conse
quential. 

Notes to clause 66. 

The small verbal changes made are consequential'. 

Reh:ansfor of "income", mentioned in the existing sec
tion and also in the draft, will be applicable where, though 
the transfer is of corpus, the income is retransferable or 
resumable. 

The definition of "settlement or disposition", cont4ined 
in the second proviso, has been replaced by a definitio* of 
transfer. The definition of '·settler or disponer" co~ain
ed in the existing second proviso, does not seem t-p be 
necessary. The intention behind the definition, probP.bly, 
was to clarify that in the case of a settlement by two or 
more persons, each of the settlors is regarded as a settlor. 
It is unnecessary to have such a provision by w~ of 
specific definition. 

Notes to clause 67. 

The words "being a male" havi:- been added afted "an 
individual". The reason is, that the provision in que".tion 
applies only to males as is now settled by the Sup~eme 
Court'. , 

Item (i)-The existing ;;;ections 16(3)(a) and 16(3)(b) 
both begin with the words "so much of the income". This 
is provided in the draft clause, opening lines, by the Words 
"all such income", and repetition in the item corresponding 
to section 16(3)(b) has be~n avoided. 
··---··· -· •• ---- . -------

l See notes to draft claU9Ct 63 and 6i 

• C./.T. us: Sudro Dtui {19T) 32 J~T, 1 · rl5 s.c. -

- -··· - ---~ __ ...,..._ 
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The significance of section 16(3) lies in the pripciple 
that the income of one person (wife, ,ru1d etc.) is regarded 
as the income of another persqn. In otler words, the income 
arising to A is attributed to B. This qlls been brought out 
directly in the draft by commencing each item with words 
"to his wife" etc. (The existing items begin with words de
noting the property and not the person). 

The words "her husband" have been replaced by "such 
individual" for the sake of precision. 

The words "of which" a person is a partner, have been 
replaced by "in which", as being more happy in the context. 

Items (ii), (iii) & (iv)-See notes to item (i). 
Item (v)-The existing section 16(3)(b), while speak

ing of "minor child", does not exclude the case of a married 
daughter. But an exception should be made for married 
daughters here also, as has been made by the existing sec
tion 16(3)(a), item (iv), since there is no reason for not 
having the same provision in both the cases. The words 
"not being a married daughter" have, therefore, been ad
ded in the draft. 

CHAPTER VI 

AGGREGATION OF INCOME AND SET-OFF OR CARRY 
FORWARD OF LOSSES 

Notes to clause 68. 

Incomes on which income-tax is not payable have been 
dealt with in a separate Chapter. Si~e such incomes form 
part of the total income for p\lrposes of rate etc., this clause 
states .... that rule clearly. 

Notes toicl.au.se 69. 
Su.b-clau.se (1)-Existing section 16(1) (b), dealing with 

the method o.f computing the share of the partner in the 
income of the firm, presents some difficulties. In the first 
place, the words "increased or decrtased respectively by 
his share in the balance of the profits or loss after the 
deduction of any interest, salary, commission or other re
muneration payable to any partner, in respect of the pre-
vious year" create some ambiguity, 36 it is not clear whe
ther the words "after the deduction" are to be read with 
"his share" or with "balance" or with "profits or loss of the 
firm". Secondly, the words "increa$ed or decreased res-
pectively" leave some scope for imptovement and simpli
fication. Lastly. the section is a bit Blvolved. An attempt 
has, therefore, been: made to recast tile provision and ,state 
the mode of computmg the share step by step. 

The direction to deduct interest etc. payable to any 
partner, contained in the e:itisting section, is obviously 
necessary, in view of the fact that eJtisting section 10(4)(b) 
disallows the deduction of any paymtnt by way of interest 
etc. made by the firm to a 'artner,Y{hat section 16(1)(b) 
does is to authorise this ded ction l la positive prOYision, 
when computing the partner' share. ; 1 · , 
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The existing expression "profits or loss" has been re
placed by "total income", which is more precise. 

The word "paid" has been used in paragraphs (a), (b), 
(c), instead o·f the existing word "payable". The word has 
been defined in the clause. This will secure uniformity 
with existing section 10(5). 

Sub-clause (2)-Thi.s clause is new aod is intended to 
make it clear that the classification of income under the 
various heads as given in existing section 6 is applicable 
to the share of a partner, in the same way as it applies to 
the firm. In other words, just as a firm's income can be 
classified under "Income from house property", "Income 
from business" etc., similarly, even after the apportion
ment of the income to the partner, the amount apportion
ed to a partner is classified under various heads. 

Sub-clause (3}--This is new. It gives effect to a deci
sion of the Bombay High Court1 which holds that interest 
paid on money borrowed by a· partner and utilized by him 
for investing as capital in the firm is allowable as a deduc
tion in computing the partner's total income, in so far as 
the total income comprises his share in a firm's income. 

For the sake of comprehensiveness, it has also been 
made clear that no other deduction is allowed in retipect 
bf the share. 

Sub-clause (4)-Existing section 16(l)(b), proviso, has 
been reproduced in this sub-clause. Strictly speaking1 this 
provision should be placed along with provisions for set 
off. However, it serves a useful purpose as indic~ting 
that there is scope for set off. It has therefore been 
allowed to remain here. The words "in accordance" would, 
of course, make it clear that a partner's right to set off 
i~ not absolute, but is subject to the provisions of exi~ting 
section 24. 

N ates to clause 70. 

This clause is new and is intended to give effett to 
the legal principle that unexplained cash credits appe4,ring 
in the books of accounts of the assessee are assessable as 
income', 

Under the decision of the Patna High Court cited, 
above', such cash credits are treated as the income o~ the 
financial year preceding the assessment year, as the asses
see t:ould not have opted for any other previous yeat for 
such items. We have by this clause definitely laid down 
that the previous year to which the income represented 
by such cash credits could be related is the previous year 
for which the account books are maintained and the cash 
credit is entered. 

--~ ~7.t.1J~i 1to!::«tf/I~~r~-)-~1;!~~f~~~5(Patna H~~ r· I. 
See also page 557 of Kanp ~ Palkhi . , 19_58 Edilion, 

' ' ' . . . 
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Notes to clause 71. 

This. is new. Investments not appearing in the books 
and not explairied satisfactorily are made assessable for 
the financial year in which the investments have been 
made. 

Notes to clause 72. 

This is new. It deals 'with set off of a loss from one 
business against profits Wlder any othier business.' The 
principle is well accepted by courts', and has been codified 
for the sake of comprehensiveness. 

Notes to clause 73. 

General--The scheme of section 24 of the existing Act 
has, in the draft, been altered by a redistribution of its pro
visions. The existing section deals separately with-

(1) set off in the same year, ab.d 

(2) set off in succeeding years. 

But an alternative method of arrangement of the pro
visions would be to deal first with set off of losses, whe
ther in the same year or in succeeding years and then 
state the exceptions in both cases. This would give to a lay
man a complete picture of whil.t is to be done with regard 
to the losses sustained by him. The draft, therefore, pla
ces the provisions contained in the existing section 24 in 
separate sections in tbe following order-

(i) General provision regarding set off in the same 
year and set off in the succeeding years; 

(ii) special provisions regarding speculation losses; 

(iii) special provisions regarding set off of losses under 
capital gains; 

(iv) special provisions for registered firms; 

(v) special provisions for unregis~red firms assessed 
as registered firms; 

(vi) special provisions for partners of unregistered 
firms; • 

(vii) change in constitution of firmsj and 

(viii) submission of returns in respect of losses. 

Sub-clause (1 )-As already explained abOve, the gene
ral rule relating to set off. wh~ther in the same year or in 
succeeding years, has been dealt with in the beginning.• 

·-··· -·----------- --------
lAnglo•Frem:h TmileC,, lt,J.,V. C./.T.1 (1953), 2~ L. T.R. 62. For other cues 

sec·Kanga. and Palllhivala's commentary tn the Act.11,sS Edn., p. 322 .. 
1 Draft clause 73. J I 
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Sub-clause (1) states the rule relating to set df in 
the same year (from one head to another). The eXisting 
expression "loss of profits or gains" is slightly inappro
priate, as it speaks of "loss'' of "profits". It has, therefore, 
been replaced by the words "net result is a loss .. , ...... " 
The words "subject to the other provisions of this Chap
ter" have been added in order to make it dear that there 
are special provisions regarding firms, capital gains, specu
lation losses etc. which· appear in the subsequent clauses. 

Set off is allowed, not with reference to the previous 
year, but with reference to the assessment year. Previous 
yeans may be different according to the source of income, 
but the Incomewtax Officer- is concerned only with the as
sessment year for which the loss is to be computed. This 
is the position for carry forWE\rd also. Suitable verbal chan
ges have been made on this point in the draft clauses 
concerned. 

Under the existing law a loss arising under any head 
is to be set off against income under the head "Capital 
gains". Now it is well understood that the taxation under 
the head "Capital gains" is at a lower rate than the- taxa
tion under other heads, by the operation of existing $ction 
17(6). The result is, that an assessee is forced to set off 
a loss against capital gains. He thereby obtains a teduc
tion of his taxable income which does not fetch the same 
benefit as it would have fetched if the set off had beeh con
fined to other heads. For example, if a loss of Rs. 2,000 
under the head "Income from property" is set off against 
capital gains, then, assuming that the tax on capital gain:, 
works out at 10 N.P per rupee, the reduction in tax :w-hich 
the assessee would obtain by such set-off would be Rs. 200. 
While, if the assessee is to set off the loss only agai.st in-

- come other than. capital gains, then, assuming that t}t rate 
of tax under other heads is 25 N.P per rupee, the reduc
tion in tax which the assessee Would obtain by suCh set 
off would be Rs. 500. It would seem that there is I1b rea
son for driving the assessee to a course which cau$s pe
cuniary loss to him. It may be noted that in the converse 
case when a loss is sustained under capital gains, theiasses
see is not allowed to set off the loss against any. othetj head, 
vide existing section 24(2A). The position regarding!! off 
against income under the head capital gains has th efore 
been altered on the lines indicated above. The nee sary 
changes have been rru.tde in the draft sub-clause und r dis
cussiOn, and the draft clause corresponding to existi sec
tion 24(2A) has been made comprehensive so as to e body 
ihe law relating to set off of· a loss under other • head 
against capital gains, and vice versa, with the chan/le dis
cussed above. 

Sub-clause (2)-f afting changes have been male on 
the lines of the. ch ges ~~e in existing section 24(1). 
See notes to sub--cla e (1) 17ve. 
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The words "had no other head of income" ·have beeen 
replaced in the draft by the words "had no income under 
any other head", in order to make the intention clear that 
carry forward of the whole loss is allowed because there 
is no income against·· which the loss could be set off in the 
year in which the loss arose. 

Section 24(2), Proviso (a), has been already r€pealed. 

Section 24(2), Provisos (c), (d) and (e), are dealt with 
in succeeding clauses. 

Section 24(2), Proviso (f), has been omitted, as its ope
ration was confined to assessment years which have all ex-
pired. , 

Section 24(3) is being transferred to the Chapter on 
Procedure for Assessment. 

Sub-clause (3)-Does not need any comments'. 

Sub-clause (4)-Carry forward of looses is allowed for 
a maximum period of eight years now f Se.e the amendment 
made by the Finance (No. 2) Act, 957]. Sub-clause (3) 
embodies this rule. In· the existing Act (as amended in 
1957), the words ''but no loss shall be ·so carried forward 
for more than eight years" appear as a part of section 24(2), 
clause (iii). This causes an ambiguity as to whether the 
limit of eight years is to be counted with reference to the 
carry forward referred to in section 24(2)(iii) or whether 
in counting eight years the year of flrst carry forward 
under section 24(2)(ii) is also to be counted. The latter 
construction is, obviously, what was intended. In order to 
make this clear the limitation has been placed in a separate 
sub-clause. • 

Notes to clause 74. 

General-Speculation losses have been dealt with se
parately in this clause. 

Sub-clause (!)-The expression "speculation business" 
has been substituted for the expression "business 
consisting of speculative transactions ttc.", since the draft 
clause relating to chargeabili~ of incbme under the head 

• "Profits and gains of business etc."' 111akes use of the ex
pression ''speculation business''. 

Sub-clause (1) relates to ~he velb' previous year in 
which the loss was incurred and is b~d on the first pro

. visa to existing section 24(1). 

Sub-clauses (2) and -(3) and (4)-The carry forward 
and set off of speculation lo~s ha~ been dealt with here. 
The clause has been made self-conta.Uled, for the sake of 
convenience, though this has necessitated a slight" amount 
of repetition.' 

1 AA to the correct interpretationT-this prlisj<)fl see now A/1111WU11ns 
C«poration of India vs. C.1.T. ~ut , A.~R· 1ls8) Cal. 404. 

1 Draft clause 118, Explanation 11. , 
• See aho nolet to draft clause 73 ( • 
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Notes to clause 75. 
The 1changes made are verbal and do not need any 

comments. Notes to the main clause dealing with set off' 
explain the drafting changes made in the existing section 
24(2), and the draft clause under discussion has also been 
framed keeping in view those changes. 

As already explained in the notes to that clause, the 
position regarding set off against capital gains has been 
dealt with comprehensively in this clause. 

Notes to clause 76. , 
Sub-clause (1)-does not need any detailed comments. 
Sub•cl(\Use (2)-The prohibition against carry forward 

by a registered firm, contained in existing section 24(2), 
proviso (c), earlier half, has been embodied in this clause 
with a few drafting changet explained below. 

The existing provision ref~rs to the loss of a registered 
firm "which has been apportioned". These words are mis
leading; in the case of a registered firm apportionment is 
compulsory and universal. and no question of confining the 
provision to a loss which "has been" apportioned can arise. 
The language has, therefore, been slightly altered, and the 
words in question omitted. 

As a rRatter of fact, it is not necessary to have any pro
vision at all to the effect that a registered firm cannot 
carry forward its losses. -The reason is, that when the loss 
of A is apportioned between B and C, it no longer s11bsists 
as the loss of A, and the question of its carry forward by 
A should not arise. The proviso is, however, use~! by 
way _of clarification, particularly in view of the p,culiar 
nature of the provisions for assessment of firms and part
ners in the Act, and has, therefore been retained. 

The prohibtion is presumably applicable to the carry 
forward and set off of losses under capital gains alsti, and 
the draft has been framed on this assumption. 

Notes to clause 77. 
Existing section 24(2), proviso (d), says that wQ.en an 

unregistered firm is assessed under existing section 2~5)(b), 
its losses shall "also be carried forward and set off 1under 
this section as if it were a registered firm". This is not an 
accurate way of stating the position. A registered 6rm is 
never allowed to carry forward its loss [see existi~ sec
tion 24, sub~section (2), proviso (c), earlier half], andfthere
!ore, to say that the loss may be "carried forward as if 
it were a registered firm" is meaningless. The lartguage 
has, therefore, been altered. 

Notes to clause 78. 
General-The second proviso to existing section 24(1) 

consists of two parts, the earlier part dealing with unregis
tered firms an~- the l~tter paJ1 ~caling with registere1 firms. 

1 Clau,c 73 (1). I 
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This .clause deals with unregistered firms, 
firms have been already dealt with'. 

while registered 
• 

Sub-clause ( 1)-The existing provision, for unregistered 
firms, s"ays that the Joss of the fi_rm shall be set off only 
against that income of the firm and not againt the income 
of any of the partners. When analysed, this gives the fol
lowing propositions :-

(1) The loss 0£ the firm shall be set off only against the 
inc::ime of the firm. This proposition has been se
parately dealt with in the draft, though it follows 
from the principal provision in the draft' i.e., any 
assessee is entitled to have loss under one head set 
off against the income under aiay other head. That 
provision applies to unregistered firms, just as it 
applies to the other assessees. 

(2) The loss shall not be set off against the income of 
"any of the partn.ers". 

What is really meant is that where an assessee is a 
partner in an unregistered firm and his share is a loss, the 
loss cannot be set off against his other income. Draft sub
clause 2(a) embodies this proposition. 

Sub-clause (2)-As to para. (a), see notes above. As to 
para. (b), minor changes have been .made. • 

Strictly speaking, this provision is also unnecessary. 
The main provision in section 24(2) applies to all assessees, 
including unregistered firms. Therefore, any loss incurred 
by the firm is to be carried forward in computing the 
firm's income. The question of its Carry forward in a 
partner's income cannot arise. The provision is, however, 
useful by way of clarification, as it emphasises the propo
sition that a partner in an unregistered firm cannot claim 
a separate set off and that all that is allowed is the collec
tive set off available to the firm as a whole. 

Notes to clause· 79. 

This clause does not need any detailed comments, ex
cept that the draft makes it clear th• the limitation im
posed by the existing section applies Jn respect of set off 
under existing sections 24(1) and 24(2A) as well as under 
section 24(2) and section 24(2B). 

Notes to clause 80; 

A part of existing section ·22, sub-section (2A), has been 
incorporated in this clause, since it is germane to the set 

. off of losses. 

Th.e limitation should apply not only to carry forward 
under existing section 24, sulHiection (2), but also to carry 
forward under existing section 24, sub-section (2B). This 
has been made clear in the draft. 

1 Draft clause 76. 
•, Draft clause 73 (1). 
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CHAPTER VII 

INCOME ON WHICH NO INCOME-TAX IS PAYABLE 

Notes to clause 81. 
General-

. 1. It should be remembered that exemption from tax 
is totally different from exclusion from total income dealt 
with in Chapter III. In the latter case the income excluded 
does not form part of the total income, while in the former 
case it forms part of the total income but no tax is payable 
thereon though for other purJX)ses such as rate, etc., it con
tinues to be part ot the total jncome. 

2. Exemptions from income--tax strictly so called CJUl be 
classified as follows :-

(i) Exemption enjoyed by an income which, though it 
forms part of the total income, is not subject to 
tax. (Such income would count for detennining 
the rate; but once the rate is determined, the in
come is not itself taken into account in calculating 
the quantum of tax). ' 

( ii) Sums on which rebate of tax is allowed at thl! ave: 
rage rate of tax. ' 

3. The existing Act does make a distinction bet!w'een 
categories (i) and (ii) above. But the distinct.,n is 
obviously necessary. The draft, therefore, deals with the 
two categories in separate chapters. 

4. In the draft, exemptions which are really in the 
nature of rebates in respect of expenditure have been }:ilaced 
under category (ii). 

5. The case of earned income relief presents somEt spe
cial features and has been discussed in the notes to, the 
clause relating thereto. 

6. Exemptions in respect of super-tax have for th~sake 
of clarity, been dealt with separately in Chapter 1'-1 on 
super-tax. f 

Clause 81. Existing secti011. 15A, earlier part, has~'been 
embodied in this clause, with minor verbal changes. 

The latter part of the section has of course been mit
ted. as it becomes obsolete in view of the recent legis ative 
practice not to provide for earned income relief. 

The earlier part has however been retained here,,leav
ing it to the Government to omit it if it is decided ptrma
nently to abolish earned income relief. 

Nttes to rliJuse 82. 
The clause does 1')t needi&JlY comments. 

• 
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The exemption from super-tax has been dealt with in 
the Chapter on super-tax. 

Notes to clause 83. 

The clause does not need any comments. 
The exemption from super-tax has been dealt with in 

the Chapter on super-tax. 

The question of providing for grossing up of dividends 
of co-,operative societies [on the lines of the provision for 
companies-existing section 16(2)] has· not been considered, 
as the provision in respect of corti.panies has itself provoked 
a lo"t of controversy. 

Notes to clause 84. 

The clause does not need any comments. 

The exep'lption from super-tax has been dealt with in 
the Chapter on super-tp.x. 

Notes to clause 85. 

Existing section 15C has been embodied in this clause. 
The few verbal changes that have been made are explained 
below: 

Sub-dause (2)-The conditions specified in existing sec
tion 15C(2) are cumulative. This is clear from the existing 
language and has been made still more dear in the draft. 

Sub-clause (6)-Existing section 15C(6)' uses the expres
sion "financial year". This has been replaced in the draft 
by the expression "assessment year" wlich is more apprir 
priate. 

The existing sub-section speaks of tbe four "assess
ments" immediately succeedin9'. What is meant is, the 
four "assessment years". The (lraft ma,kes this clear. An 
assessment made in a particular year is not necessarily 
identical with that ~ssessrnent year, sin(:e sometimes an as
sessment is made late, after the assessment year has expir
ed. • 

The exemption from super'!tax has been dealt with in 
the Chapter on super-tax. 

Notes to cktuse 86. 

This merely reproduces elqSting setti,on 15C(4) and as 
the subject matter is different it is ma~ a separate section. 

Notes to cllluse 87. 

Items (i) ·and (ii)-The ~ond a.Id third provisos 'to 
existing section 8 have been embodied 'in these items with 
slight verbal changes. The eKpression "receivable" has 
been replaced by the ward "received".' 

1 Compare drart il•use 18. 
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Item (iii)-embodies existing -section 14(2)(a), with 
slight verbal changes. 

Item (iv)-deals with the exemption contained in exist
_ing section 14(2)(aa). The existing wording is slightly 
mvolved. An attempt has been made in the draft to sim
plify the expression by making a few verbal changes, and 
splitting up the provision into clauses. 

Item (v)-does not need any...comments. 

CHAPTER VIII 

REBATES AND RELIEFS 

Notes to clause 88. 

Genera1--The provisions contained in the existing Act 
which are in the nature of rebates of income-tax on cer
tain expenditure have been collected together in this 
Chapter. (The discussion at the beginning of notes to 
the previous Chapter explains the scheme adopted in the, 
draft in respect of exemptions from tax.)' 

Sub·clause (1), paragraphs (a) and (b)-These deal 
with rebate in respect of _life insurance premiums. The 
following drafting changes have been made-

(i) The words "in the previous y:ear" have been added 
in the draft for existing section 15(1), for the sake 
of precision. 

(ii) The existing section 15(1) speaks of sums paid "to 
effect" an insurance, but when speaking of deiferred 
annuities it uses the words "in respect of" a- con
tract. for a deferred annunity. For the sake 
of uniformity, the expression "to effect" has, in the 
draft, been used for both the cases. See items (i) 
and (ii) cf paragraph (a). 

(iii) While sums paid as ordinary premium might be co
vered by the existing words "to effect" an insu
rance, sums paid for the purpose of keepin~ alive 
a policy or preventing_it from lapsing may •ot be 
covered by those words. In the draft, thefefore. 
the words "keep in force" have been addeQ both 
in respect of insurance and in respect of corttracts 
for deferred annunities. See items (i) and (ii) of 
paragraph (a) and also paragraph (b). 

Su.b•clause (1), paragraph (c)-The words "in the pre
vious year", have been added to secure precision. 

The words "provided that the sum so deducted shall 
not exceed one-fifth of the salary", existing in sect;ion 7. 
sub.section (1), First Proviso have in the draft been re- 1 
placed by the words "in so fa:r as the sum so de4ucte<i 

1. See notes to draft cl~e 81- "~neral". I 
! 

.. 
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does not exceed one-filth Qf the salary''. Whexe the deduc
tion exceeds one--fifth of the ~ • .the existing language 
would, if construed strictly, celude the deduction in toto. 
The obvious intention, however, is to Um.it the exemption 
to one,,fiftb and not to compl.tely diliallow the exe_mption 
in -such cases. -

The limit of one-fifth contained Ill the existing section 
has b~n repeated in the drat't; bUt, since existing section 
15(3) has been amended recently (vide Finance No. (2) Act 
1957) so as to raise the limit \lOder that section from one-
fifth to one-fourth, it would be desirable to ma~ a corres
ponding increase in the limit under ezjsting section 7(1) 
First Proviso, also. 

Sub-clause (1), parag7aphs (d) & (e}, do not need any 
comments. 

Sub-dause {2)-Existing section 1$(2.A) has been split 
up for the sake of simplidty.· Furthei, the negative form 
of the exjsting provisions has been con•etrted in.to a positive
cne, vide the opec.ing lines. 

The words appearing at the end ~ the existing provi
sion, "and _which is not the sum act1J4].ly assured" really 
indicate a benefit over and aQOve the assured sum. Thiir 
is ir.ade clear in the draft. Tha existiQg_ words "either be• 
fore or after death" unnecessarily inataase the lepgth of 
the provision; the words in the draft, "under the policy'~ 
will meet both the situations. (It ls d,ar that the existing· 
words "which is to be or may be recetved" are to be con
fined to paym~nts made by tl:e compa:ci.y under the policy. 

The existing words "either by the, person paying the
prE!'miums or by any other pe$0n" hate been replaced by 
the words "by any person", for simpli,tity'. 

' Sub-.e!at..se (3)-Exis.ling stction W(3) has been re--
produced here in a simplified form. : . 

The existing sub..section does no ¢xpressly Illention 
sums exempt under section 58:ft for ,purpose of eount,. 
ing the maximum aggregate t~t can ¢,cempted; but the 
effect of the words at the en<t of s oh 5SR, main para. 
"in the case of an employee be' treated ~r all the putposes 
of this Act as if it were a sum,to whi _the provisions of 
section 15 apply" is that the 1$nploy s.: contributions a-re 
also to be counted for the purioses of· tclion 15(3). For 
this reason, sub-clause (3) ~s a r ~Tence to all the 
sums exempt under any item -of the att clause, which 
will include sub.-cJause (1) (d) also. 

Notes to cleuse 89.· 
General-What the Act eoptemolates in section 15B 

is really a rebate (at the ave~ge iilte} tn. te~ect ~( tax. 
The provision has, therefore, pla,, ip the p~t 
Chapter on Rebates. • 

125-1 Law Colll.f,S 
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The First Provi&o to existing section 15!3(1) has beeil 
dealt with in the Chapter on Super-tax, where the exemp-
tion for super-tax in respect af donations has been d(Wt 
with separately'. 

Sub-clause {2)-does not need aRy comments. 

Sub-clause (3)-The changes made are all verbal and 
consequential on the scheme adopted in the Act in respect 
of exemptions. 

Sub-clause (4)-does not need any comments, since the 
changes are minor and verbal. 

Sub-clause (5)-The existing section 15B{2) requires 
that certain conditions should be fulfilled by an insti~ution 
or fund to which the section applies. Condition No. (iv) 
contains the word "or" at the end and is followed by con
dition No. (v). It is not clear whether the 1ast condition 
No. (v) is an alternative to condition No. (iv) only, oi whe. 
ther it is to take the place of all the conditions (i) to (iv). 
Since condition No. (iii) contains the word "and" at th\! 
end, it can be argued that conditions Nos. (i) to (iv) are to 
be taken together and condition No. (v) is to be taken s'ep
arately. But this does not seem to have been the inten
tion; the result of such construction would be to eli?"flinate 
a very important requirement, namely, the requirement in 
condition No. (i) that the income should be exempt Under 
the category for "Charitable Institutions". The first three 
conditions should be fulfilled by all the institutiQns or 
funds, while the fourth and fifth conditions are alterna
tives to each other. This intention has been brought out 
in the draft by combining the contents of existing condi
tion No. (v) with condition No. (iv). 

Condition No. (i) at present requires that the institu
tion should be One '"the in<nne whereof is exempt ,under 
clause (i) of sub-section (3) of section 4". But in cases 
where an institution has no property, the applicatiOn of 
this condition becomes difficult. The wording has, !there-
fore, been slightly altered. Further, institutions though 
not strictly falling under section (4) (3) (i), such as ~ver
sities or educational institutions not existing for ipl'Ofit, 
should be regarded as standing on the same footing as 
purely charitable institutiOJ¥, and they have, thetefore, 
been included in tl:ie draft (just as their income hat been 
exempted-See the draft clause inserted on the slf)ject". 
Institutions dependiqg on voluntary contributions ; have 
also been included in the dr~t. ' 

Existing condition No. (iv), when mentioning Univer
sities, requires that they should be established by laW, but 
when speaking of other educational institutions recognis
ed by or affiliated to universities; it does not add the re
quirement that the university should be established ~ law. 

1 Yid, ctr.ft dauae Jog ~). 
,. DNft dauae u(24). 



" 

.. 
311 

The intention, obviously, is to require that the affiliating 
or recognising university mlzj itself be established by 
law. This has been made clear in the draft. 

Sub-clause (6)---does not need any comments. 

The exemption in respect of super-tax has been dealt 
with separately in the Chapter on super-tax'. 

It would be conducive to simplicity and will lessen the, 
work of the administration, if a provision is made for the 
issue of a certificate (after enquiry by the Income-tax Offi
cer or the Inspecting Assistant Commissioner having juris
diction over the institution or trust) that the institution or 
trust satisfies the conditions of this section. Donations made 
to such institutions or trusts will automatically be entitled 
to the exemption if the other~conditions of the section are 
fulfilled. This would obviate enquiry f!Ver.t year by differ
-ent Income-tax Officers before whom the exemption is 
claimed by donors in different jurisdictions. 

Notes to dame 90. 

The existing provision is confined to "Profits in lieu 
of salary". In the draft it has been extended to "Perqui
sites" also. Perquisites may soi::netimes be in cash, and the 
provision might be useful in such cases. 

The power to grant relief in respect of super-tax has 
been dealt with separately in the ChaJjter on Super-tax'. 

Notes to clause 91. 

Existing section 25, sub-sections (3) and (4), deal with 
two things : -

(i) total exemption for income of the year in which 
a business is discontinued or Succeeded to, and 

(ii) substitution relief, whereunder. the income of the 
year of discontinuance or succession can 
be substituted for the income of the immediately 
preceding year. 

The first concession has btten alre"°ct, dealt with in a 
previous chapter;• the second ,:oncessii)I). has been dealt 
with in the clause under discus.on. A ,tw drafting changes 
have been made in order to selcure clarity. 

As to the position concernipg super-tax, see the Chap
ter on super-tax.' 

J Yiu draft cla111e Jog. 
1 ViJ, draft clawe 111:1. 

• Vi4, draft cluue 13 in chapter III. 
• Via dnlt daue 100. , 
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The provision embodied in the draft is applicable onl:, 
to a business assessed under the 1918 Act. It is for consi
deration whether this concession is at all necessary after 
the lapse of such a long time', 

CHAPTER IX 

DOUBLE TAXATION RELIEF 

Notes to clause 92. 

This clause does not need any comments. 

Notes to clause 93. 

The following drafting changes have been made in 
the existing sections-

(i) The word "previous" has been added before! the 
word "year", since residence is defined with ;refer
ence to previous yeai. 

(ii) The existing words "country with which there is 
no reciprocal arrangement" have been replaced by 
the words "country with which there is no· pgree-
ment under section ........... [49A]" for the: sake 
of precision. The "reciprocal arrangement" !refer
red to in the existing section could only bq an 
agreement under section 49A. • 1 

(iii) Sub-sections (.2) and (4) .of existi.ng .sectioJi 49D 
have been omitted, as their operation 1s now ~pent. 

(iv) Suitable words have been added at the end. of 
sub-clause (1) to cover a case where the lndian 
rate and the foreign-rate are equal. 

Notes to clause 94. 

Existing section 49C(l) oontains a reference to ~' ction 
49. But section 49 has been repealed by the Inco e--tax 
and Business Profits Tax. (Amendment) Act, 1948 ( of 
1948). The reference to section 49 has, therefore! been 
omitted in the draft. 1 

No other change has been made. 

CHAPI'ERX .L 
PROVISIONS ~GAINSt AVOIDANCE OF Ti 

Notes to clause 95. i 

Sub-section (2) of sectidn 42 has been redraft~ with 
a· view to bringing out what was really intended. he ob
ject is to catch the income of the resident where busi
r.ess is_ carried on between a resident and a non~residEplt and 
the profits of such business ~re camouflag~d in suchta way 

1 Cf the diecuaion in • the lncoi:ne-tu IDVl:1ti.P.!dOQ 
~io.a(1SH,8),pqe51s3•1 ~-s50- ·······•·'; 

' . 
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that the resident receives-either no pro4t$ or less than nor
mal profits. In such a case tij,e Income-tax Officer has 
to determine the true profits Cf the rt!sident attributable 
to such camouflaged transactions. This 'is now brought out 
clearly in the draft. 

The existing section says that the _income of the non~ 
resident shall be chargeable "in the ntune of the resident 
who shall be deemed to be......... the assessee". These 
words have been replaced in the draft by the words "and 
include such amount in the total income of the resident". 
This verbal change has been made for the sake of unifor• 
mity, and for emphasising the true construction of the sec
tion as explained above. 

Notes to clause 96. 
The existing section 44D relating to transfer of assets 

to non-residents is considerab1y involvtd in its expression. 
It is difficult to understand the section las a whole and its 
grammatical structure without some effort.' The section 
ha"s been slightly recast on the:lines of section 
412 of the U.K. Act." The irnportant points of difference 
between the existing section ahd the iraft clause are ex
plained below : -

(1) Sub-sections (1) and (2) of the existing section 44D 
repeat the words "transfer of assets ~_virtue or in con
sequence whereof, either alone or in conjuction with asso-
ciated operations, any incom, ........... ibecomes payable" 
etc. This conditi,on precedent _.as been trans{erred in the 
draft _clause to the opening lineJ;, thus sving the repetition 
appearing in existing sub-sectitn (2). 

(2) The existing section 00(1) sau$ that a transfer· 
of assets must be one whereby "any ncome which, if it 
were the income of such persan, woul be chargeable to 
income-tax" becomes payable to a n"1,-resident. This re
quirement of potential charge4bility ~ thus applicable to 
the income arising from the ttansfer. In the draft, how
ever, it has been removed fro1', that Pla.::e and shifted to 
the income over- which the r.,ident~· power to -enjoy 
[See draft sub-clause (1) (a)]. iThis c _ge is in ·harmony 
with the more important change dis d below under 
item (5). 

(3) In existing section 44D(1), the reference to· asso
ciated operations occurs only in the &+ginning of the sec
tion, that is, the portion referkcing to j8, transfer whereby 
certain income arises. This tfference. is not repeated in 
the subsequent portion dealing wih :1f11Uisition of rights· 
by the transfer. In other vJords, tlle rights giving the 
p~wer to_ enj~y_ ~ertain in~ome m~t, at present, flow from 

, 1 For a criticism of,: 412 of the U. Jt. Act co(N1sponding to s, ,HD of 
our A!::t, se~ p. 111\pata. 1029(5) of t~rl oft~e Jloyal Commission on. 
1hc Tuation of ~fits an4 .lncani_c (Fi Report). i ' . _ .. ' 

i u. K. l~omc-tu Ac::t, 1952. Cj • &. r·1· • JAc::1, 1936, Scc:tiop;,,tS •. : 
• I . 

, I , 
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the transfer itself. Under the clause as drafted, however 
these rights might flow either from the transfer or fro~ 
its associated operations. • 

(4) The words "in consequence of which" occurring 
for the second time in the existing section 440(1) have 
been omitted in the draft. These words related to "rights 
......... .in consequence of which he has ......... pow,r to 

enjoy". It seems sufficient to have the words "by virtue 
of" in this context. 

(5) Under the existing section 44D(l), the income to 
be taxed as the income of the resident is "that income", 
that is, the income earlier referred to as arising frodl the 
transfer to a non-resident, which the resident has power ~ 
to enjoy. Thus, two ingredients are r"equired for taxing 
the income at present: (i) the income must arise frorti the 
transfer, and (ii) ,it mast be income which the resident has 
power to enjoy. The draft clause, however, makes ail im-
portant departure here. All that is required in order to 
tax an income is that (other conditions being satisfied), 
it must ·be income which the resident has power to enjoy. 
Under the draft it is not necessary that the taxable iDfX)me 
should coincide with the income arising to a non,:re4dent 
from the transfer. Thus the power to enjoy must arise 
from the transfer, but the words "power to enjoy ! ,mch 
income" have been replaced by •'any income of a nort-resi-
dent". • 

(6) The existing section 440(2) suffers from ont im
portant flaw, 1:n that it does not state how the· sum re~rred 
to therein is to arise. The section says: "Where any ~rson 
receives or is entitled to receive ......... any sum paid, by 
way of loan etc ......... such iacome shall. ........ be d~m~ 
to be the income'' of the resident. One would ha~ ex
pected the section to say, like •sub-section (1), "whe• any 
person by means of any trans#er ............ receives an~· um'' 
etc. The draft sub-clause (l)(b) makes it clear t t the 
capital sum must be one "the payment whereof is • any 
way connected with the transfer''. 

This is merely a condition to be satisfied. What! is to 
be charged to tax is a different matter, discussed it,. tile 
next item. 

(7) The existing section +ID(2) says that "such i.come 
shall be deemed to be the in.come" t>f the resident.: It is 
with some effort tha1 one is able to- locate the incotfle to 
which this word "such" is S:i:t:,licable; it is the inco,e; be
coming payable to a non-resfdeht under the transfer., This 
has been expressed in a more intelligible form irt the 
draft. 

(8) The length. of the existing section '"1J(2) hH beea 
reduced in the 'draft, by replacing the words "anY. SWR 
paid ......... otherwise \han.~i?.:°me", by the word,j'capi-
tal sum"1.. which baa p;>een lil~ately deftned in draif sub-
cl•- (6J. ' , I I 
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Notes_ to elause 97. 
Existing sections 44E and . 44F have been combined in 

this clause, and certain important changes of substance 
have been made as follows;-

(1) Existing section 44E(l) appl~es where the owner 
of the securities, having agreed to sell or transfer the 
securities, "by the same or any collatoral agreement" 
agrees to buy back etc., the securities. In practice, however 
it is difficult for the Department to prove that there was 
an "agreement" to buy back the securities. Moreover, as 
a matter of substance, it does not appear to be necessary 
to insist on the requirement of "same or eollatoral agree-
ment". The object of the section is to/· revent avoidance of 
tax, and the provision should exten to all cases where 
the transaction of sale and re-purchase of securities results 
in such avoidance. The sco~ of the, section has, accord
ingly, been extended in the draft [see sub-clause (1)]. 

(2) It has, however, been )llade clear in the draft that 
the provision in the existing section 441!: will not apply if 
there was no avoidance or if the noidance is not sy!">
tematic; see draft sub--clause (4) w•ich mentions sub- -
section (1) specifically. 

(3) Existing section 44F, operative ~art, deals with the 
cases where a person transfers securities before the dec
laration of the dividend, thus shiftinS the right to receive 
the dividend to another person. The oeerative part of this 
section has been incorporated in draft sub-clause (3). An 
important departure from the existing section has, how
ever, been made; the existinlJ section provides for appor
tionment. vide sub-section (Z.}, latter· half read with sub
section (3). Under it, only the incoIQe attributable to the 
period upto the transfer is deemed to be the income of the 
transferor. Under the draft, however, the income for the 
full year will be deemed to be the income of the trans- • 
feror, vide sub-clause (3), la;t line. Since the provision 
is intended to stop avoidance, it should go the full way. 

Existing section 44F(2) applies ~) ly where- the avoid
ance is "more than 10 per cettt of t amount of income. 
tax" for the year. This requl"ement as been omitted ia 
the draft, in order to make the provision against avoidance 
more stringent. 

(4) While the operative portion of section 44:F thus 
finds a place in the draft, the machiniry _provisions in sub-
sections (4), (5) and (6) of that sec1ioii have been omit
ted. The notice under section 44F(l) will now be covered 
by draft sub-clause (7). 

Apart from these important chan,tel, the other chanl:et 
are of very minor nature a.ad need ao comment,, The 
existing section 44D(7}(c) r~lating to•dividends deemed to 
have been distributed to a pef basin omitted in ~ew 
of the. form in which section 23A .• . . after· ita ~,ntl-
ment in 1955. • - 1 
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CHAPl'ERXI 

SUPER-TAX 

Notes to clause 98. 

Sub-clause (1)-The following drafting changes have 
been made:-

. 1. Drafting ~hanges made in the charging sectioa for 
mcome-tax (section 3) have been followed in drafting this 
dause also. Thus-

(i) the word "year" has been replaced by "a:i&ess-
ment year", 

(ii) after the words "previous year", the words 1 ''or 
previous years", have been added, 

(iii) the enumeration of V'1rious classes of asse¥5ees 
("individual", "undivided family" etc.) has • been. 
replaced by ptrson", . 

(iv) a proviso has been added to deal with cases ?-{here 
tax is charged in the year of income or dedttcted 
in advance. 

2. The words "save as otherwise provided in this fl ct" • 
have been added to m,.ke it clear that the charging .p ovi
sion is subject to <!th8r. provisions, e.g., provisions fo re
bates etc. Cf. the words "in accordance with and su ject 
to the provisions of this Act," in existing section. 3. · 

3. The wOrds "a Central Act" have been replacet 
"any Central Act" ; Cf. existing section 3. . : 

by 

Sub-clause (2}-does not need any comI'Q_ents. 

Sub--clause (3).-The existing section deals only 
the case of a firm assessed un,der section 23(5)(b). 
more frequent .case of a firm wp.ich is actually regis 
has not been treated elaboratd.y in the section. The 
Sub-clause sets ou~ the positi°* compreherisiVely. 

ith 
The 
red 
aft 

The second proviso to exisii.nl section 55 is transf ed 
to a separate clause', under t•e group of clauses de ling 
~ith income not forming part of total income for super tax. 

The changes made are consequential on the 
made in existing section 55, main para . 

' I 
chaf'1.ges 

.. ~- As regards earned, income the language of 'the "CJraft 
elauses. on the subject .-will.suffi¢e_ to exclude existing sec
·tion 15A. .for super-tax\ "· : .• 

I 
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lyotes to c~use lOf!.'. 
This corresponds to the proviso (~), appearing below 

-existing section 25(4). 

The existing proVision says that the provisions of sec
tion 25(3) & (4) shall not apply tO 'sili>er-tax'. The word 
·"super-tax; has, in the draft, been replaced by the words 
"determination of total income" etc. which are more ap
·propriate. 

Notes to clause 101~ 

This is new. Interest on income-tax free securities is 
-<:hargeable to super-tax. It is fair that reasonable sums 
spent on realising such interest, and interest paid on mo
·ney borrowed for investment in such securities, shall b_e 
·allowed as deductions. (Cf. existing section s,· 1st Proviso, 
,earlier half.) 

The provision becomes particularly necessary in the 
·draft, because so far as the computation of total incomt
for income-tax is concerned, the draft clause for section 
8 contains an express prohibition against deducting such 
.sums.' 

Notes to eta.use 1~ 
Sub-clause (1)-Existing section 58(1) has, in the 

-draft, been split up into two; ·The general rule that the 
provisions for income-tax shall apply .:>, the charge etc. of 
super-tax has been stated in sub-cla1.1st ,(1), while. the ex
ceptions are dealt with sep~rately in sub-clause (2). 

The words "save as otherwise proV'ided in this Act", 
added in the draft, point to draft sub.clause (2) and are 
also intended to make it clea, that there might be cases 
where a provision is applicable to income-tax only, e.g., 
,existing section 49C(l). 

Sub-clause (2)-Existing section 54(0. excludes seve
·ral sections of the Act in relation to $uper-tax. Most of 
these sections are, in the draft; placed~either in the Chap
ter on Income on which no iflcorrie- X: is payable or in 
the Chapter on Rebate and Relief of i cbine-tax. It would, 
therefore, suffice to say that these t\"W> chapters do not 
.apply for super.tax. 

So far as sections not contained hi these chapters are 
·concerned, they have been tnentionel 'in the draft ~uh
-clause under di~cussion [e:i:ccep4 sectio·n: 38G_(2) as to w{lich 
see discussion below]. . • 

Section 58G(2) has been mentioned in existing section 
·5a as one of the excluded sections. But really speakif\g, the 
.substance of· it applies for s r.:tax sJso. What section 
'58G(2) provide$ ft; tha·t the a •- Tnula~ • l!,al.001ce i~ .~n ap-
proved superannuation fund all be '!!Ud~d (roril ·' tile 

1 Vi/, draft c:lauae :;u (ii) and (iii), 
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total income and exempt from income•tax. This does not 
apply in terms for super-tax ; but section 58G(l), tarlier· 
part, says that such balance shall be exempt from super
tax. This "exemption" from super.tax has, un4er the sche
me adopted in the draft, to be treated as exclusion from 
total income'. Therefore the position regarding tlie ba
lance in question is the same. both for income-tax and su
j,er-tax, when section 58G(2) is read together with section: 
58G(l), and there is no point in saying that section 58G(2\ 
does not apply for super-tax. 

The words "Save as expressly provided in the· 
Chapter" are meant for cases where a provision in the 
super-tax Chapter ( t.g., clause regarding exemption of 
donations from super-tax) expressly refers to the condi
tions specified in the corresponding clause for exemption 
from income-tax. 

Existing section 58(2) will be dealt with in the Cha1r 
ter dealing with Collection and recovery of tax. 

Notes to clause 103. 
This clause, which is new, has, become necessaty in, 

the scheme followed in the draft, which deals separately 
with income-tax and super-tax. The object of the clause, 
is merely to facilitate the application, for super-tax, of 
certain provisions contained in the sections dealing with 
avoidance of tax. Those provisions. as reproduced in the
draft, use the expression "income-tax" only and hence it 
becomes necessary to repeat them for super-tax. 

Notes to clause 104. 

General.-The existing provisions for exemptiona from 
super-tax say that super-tax "shall not be payable" i~ res
pect of the income in question; or that the income I shal! 
be exempt from super-tax. This appears like an e;cemp-
tion from tax. not an exclusion from totall in
come. But it seems that. in the case of super-tax,: the
exemptions should ht- treated as cases of exclusions: from 
total income (except in cases where section 17(3) e}Cl)ress--
ly directs the exemption to be treated as a case of J'~ate). 

Though section 16(1) says that "in computitwz: the 
total income" the exempted incomes are to be included in 
the total income, and though section 56 would apply sec
tion 16 for super-tax also, still section 16 has to b♦ con
fined to cases dealt Within section 17(3). The draft, ~er~ 
fore, treats such exemptions as exclusions from totp.l in
come. Drafting changes have, wherever necessary, been 
made to carry out this scheme. 

[So far as the sections expressly referred to in ;exist
ing section 17(3) are conceraed, they have to be ~ted 
aa ca.sea of rebatel.] 1 

1 S.. notes to draft dau+e 104. • 

I 
! 
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Cl.au,e 104 

The words "profits and gains" have been replaced by
the term "income" which is more precise. The provisiOD
is, obviously, applicable to all income and not only income 
from business. Other changes are consequential on this 
change and on the scheme adopted in the draft to treat 
exemptions from super-tax as exclusions from total in
come. • 

Notes to clause 105. 

The verbal changes made are consequential on the 
scheme adopted in the draft to treat exemptions from 
super-tax as exclusions from total income'. 

Notes to clause 106. 

This clause does not need any comments, since the
changes are only verbal and consequential. 

Notes to clause 107. 

The changes are verbal and consequential. 

Notes to clause 108. 

General.-Existing section 56A, sub--section (1), item 
(ii) says that one of the conditions for ,availability of the
exemption under the section is that the income of the In
dian company (which pays the dividend) "would have 
been exempt under the operation of section 15C if the pr<r
visions of that section had been applic,.ble thereto". It is. 
not clear from these words haw mu~ of section 15C is 
to be read into section 56A. Irt the iQ1etest of clarity, it 
seems desirable to incorporate, in sect~on ·55A itself, what
ever conditions are to be borrowed !rota section 15C. 

The question, therefore, that arises next is, what part. 
of section 15C spould be repeated in section 56A? Section 
15C requires the following conditions to be fulfilled : -

1. The profits must be derived from an industrial un-
dertaking to which the section applies (sub--sec
lion (1) ). 

2. The profits should not exceed 6 per cent per annum 
on the capital employed in the undertaking (mb
section (1) ). 

3. The undertaking must 91ot be formed by the split
ing up or reconstruction of a t,usiness alr~ady in. 
existence (sub-section (2), item (i) ). 

4. The undertaking must not be formed by the trans
fer of a building etc. USed in ~ business car~ed on: 
before the 1st April, 1948 (sub,.section (2), item 
(i)_), 

' S. notes to dau.e 104-
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5. The undertaking must begin to manufacture 1 art:
cles in India within 13 years from the 1st April, 
1948 or extended ):leribd when allowed by the Cen
tral Government (sub--section (2), iteni (ii)). 

6. The undertaki11g must employ a certain number of 
workers (sub-section (2), item (iii)). 

7. The exemption must not have been withdrawn by 
the Central Government (sub-section (2), item 
(iii) Proviso). 

8. The exemption is applicable only to the assessment 
for the previous year in which manufacture com
menced and for the four immediately succeeding 
assessment years (sub-section (6) ). 

Taking these conditions one by one, it seems that con
·dition No. 1, is applicable for section 56A only to the ex
tent to which it is introductory, as intended to draw atten
tion to S. 15C(2). (Section 56A does not require that only 
dividends attributable to profits derived from a particular 
undertaking should be exempt.) Condition No. 2 can1'Qt be 
applied for S. 56A, as the intention of section 56A ~ to 
confer an exemption in addition to that enjoyed by $are
holders under section 15C( 4). Condition No. 3 is ~ppli
cabie for section 56A, but since section 56A, sub--s~ction 
(1), item (ii) speaks of "the Indian Company", the qondi
tion has to be translated in terms of the Indian Co11__1Pany. 
Condition No. 4 is applicable, but the mention of tile 1st 
April 1948 is irrelevant for the purpose -of sectioni 56A, 
which seeks to give a permanent exemption. Conditif No, 
·s, being of a tempora.ry nature, cannot be appli for 
section 56A. Condition No. 6 is applicable. Regardin con
-<:lition No. 7, the intention probably seems to be. t dis-
regard any such withdrawal of exemption and to,pply 
·section 56A to all companies otherwise governed b the 
applicable part of section 15C. even if in a particula case 
the exemption under section- 15C has b~n withd awn. 
Condition No. 8, being of a temporary nature, cannpt be 
applied to section 56A, which does not confine the e,jemp-
tion to a particular period. • ; 

In the draft, therefore, the ingredients of seCtiorl 15C 
have been embodied only to 'the extent indicated ill.[ the 
discussion above. 

As already stated, thE! apPlicable conditi6ns. ~f st· ction 
15C(2) have, in the draft, been treated as condtbon • tl9 
be fulfilled by the Indian Company and not by its • dus
trial undertaking. Consequenti~l changes have been ade 
in language. 

Sub-clause (1}-Jt€m (i}-"The c_umbersome . ·u~t of 
items has been removed t.o a separate sub-~lause, : thus 
simplify'ing the language of seation 56A(l)(i). 

Item ( ii)-The g♦neral nptes at the be,Jinning ♦hove 
may be persued. 



Sub-clause (2)---does not need any comments. 

Sub--clause (3)-The commodities in question have
been referred as "items"-a ward used 'in the existing sec-
hon 56A(2) at the end. No other comments are needed. 

Notes to clause 109. 

No detailed comments are needed. 

Notes to cl.cuse 110. 

Sthctly speaking this exemption should in the case of· 
supertax be treated as an exdusion from total income,. 
but in view of section 17(3) it had to be treated as a 
case of rebate'. 

Notes to clause 111. 

This clause states the rule in existing section 14(2), 
(A.a) as read with the Proviso. 

The exemption has, for purposes of super-tax, to be
treated as a case of rebate [S. 17(3)], though similar ex-
emptions have been treated. for super-tax, as exclusions 
from total income'. 

Notes to clause 112. 

The clause does not need ti.ny detqiled comments. The 
words ''in relation to" will indicate that the substance of· 
the relief is the same, both in income-tax and in super-tax_ 

Notes to clause 113. • 

General-Existing section 23A, even after its amend-
ment by the Finance (No. 2) j.ct 1957, is lengthy and is 
difficult to follow. An attempt has 1-eEpl made to break up 
the section and distribute itsiovisio1'5 in several clauses .. 
The scheme adopted is to be with 'tlle operative provi1 -
sions and then to take up pro sions inj ~e nature Of inter--
pretation. • 

Clause 113-This reproduqes S. 2.JA(l). Simplification 
of the provision has been souglH to be lldhieved by splitting 
it up into two sub-sections, so. that tilt main provision ap-
pears separate from the requirement luhposing a duty on_ 
the In-come-tax Officer to conlider cet4-in criteria. 

' The lengthy expression "*otal inOOtne ............ as re•• 
duced by", which is followed by a l~t of the deductions, 
has been replaced by the shoirter expdession "distributable
income" (defined separatelyt. tt'his h~ enabled the sirn.pli• 
fication of the various clauses -of S. 23,\(2) also. 

i Cf. IlOt~ lo draft clause 104.· 
• See draft cla\lle 118. 
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The lengthy expression "a company whose business 
-consists..... . .. .in the dealing in or holding of investments 
......... " has been replaceci.. by "investment company" ( de• 
fined separately)', which has simplified the draft for Ex• 
planation 2, Clause (i) also. 

The changes made by the Finance Act, 1958, have been 
_given effect to. 

S. 23A, in effect, taxes undistributed profits and ig thus 
.aimed at a maximum distribution of profits. It is difficult 
to sustain, side by side with this section, the provision 
which has been included in recent, Finance Acts for tax
ing excessive distribution of profits. Th'e provision,;,in the 
Finance Act aims at encouraging the minimum distribu
tion of profits and goes ill with section 23A which encour
ages the maximum distribution. 

Even the Finance (No. 2) Act 1957, First Schedule, 
paragraph D, second Proviso, clause (c), though it does not 
directly tax an excessive distribution, is subject to this cri
ticism; because on that part of the dividends which ex
ceeds 10 per cent of· the paid up capital, there is an in
direct tax expressed as a reductisn of the rebate otherwise 
admissible. This indirect tax goes on increasing with the 
percentage of the dividend in relation to the capital .. The 
higher the dividend, the lesser the rebate and, therefore. 
the higher the tax. 

In other words, while the Finance Act provision acts 
.as an incentive to smaller distribution, S. 23A acts as an 
incentive to higher distribution of profits. It would be 
desirable to drop the system of taxing excessive distribu
·tion of profits introduced•in recent Finance Acts, 1;t least 
in relation to companies to which section 23A applies. 

Notes to clause 114. 

The changes made are verbal and consequential on 
·the shorter expressions "distril,utable income" and "in
vestment company" adopted in the draft for S. 23(1). 

Notes to clause 115. 

No detailed comments are needed. 

Notes to clause 116. 

The existing provision has been split up into sub
-clauses (a) and (b) for simplicity. 

Notes to clause 117. 

Sub.clause (1).-Itl P.aragraph (b) the negative .,.ords 
·"not a private compa»y' ban been replaced by the ·posi
i:ive words "a public COI1Y)8ny". While the definition! of 

1 Sec draft ela\llC 119. I 
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-public company in the Companies Act i,s itself a negative 
one, it seems unnecessary to repeat thai negative concept 
in the provision under discussion. • 

In paragraph (b) item (iii), the existing words "less 
than six persons" have been replaced by "five or less per
sons" in order to help the unde,:standing of the provision 
by removing the negative. It must, of course, be noted 
that the provision, even as red.r•fted, retains the negative 
words "at no time during the previous year ............ ''. The 
reason is, that the provision is intended to be satisfied in 
-respect of each and every block of sharQ Capital; the po
sition regarding holding of shares should be such that 
any five or less persons cannot have the control of any 
bunch of shares carrying more than 50 per cent of the 
.total voting power. 

The method of computing the number of persons has 
been included in a separate sub-clause .for the sake of 
simplicity. 

Sub-clause (2)-As already stated, the method of com• 
puting the number of persons has been separately includ
ed in this sub-clause. The provision has been split up into 
paragraphs (a) and (b), and an Explanation, for simpli-
city. ~ 

Notes to clause 118. 

The expression "distributable income" has been coin
ed and used in the draft for the :operatiwi portion of S. 23A, 
sub-section (1) and also in the draft for sub-section (2). 
The expression has been defined in thJ_s clause. The only 
change of substance made is~ additi<ln of sub-clause (c), 
whereunder amounts paid as donatio~ and exempt from 
tax under existing section 15B will be excluded from the 
distributable income. This has alread:r been the practice 
under a decision of the Central Govemment. 

Notes to c14tLSe 119, 

This clause seeks to define "investtnent company", an 
expression used in the draft at sever~ places as a short 
substitute for the lengthy expression "company whose 
business consists" etc.-

Notes to clcu.se. 120, 

Though the existing definition of ''statutory percen
tage" is complex, the complexity is due 1:.o the complicated 
nature of the provision in substance. Improvements in 
form would not have reduced the cbmPlexity and have 
not, therefore, been attempted, e:x;cepi: ·that in item (iv), 
in sub-clause (a), the words at present appearing at the 
end "whichever of those~· s , ter" have, in the draft, 
been shifted above and • • u !"Ille greater of lhe 
followin&", . I • 
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CHAP'l'J:R XII 

DETERMINATION OF.'J;~ IN CERTAIN SPECIAL 
CASES 

Note)-to clause 121. 

The main provision of existing section 17(2) has been
embodied here, with verbal charges italicised, to state the
rule in an exact and accurate manner. 

N ates to clause 122. 

The clause is new. Reference is made to the provision 
contained in existing section 58G to make the Chapter self-
contained. 

Notes to clause 123. 

General-Existinc section 10(5A) provides for two
things. The earlier portion deems compensation eto. paid 
to managing agent etc. to be profits §nd gains or 
business, and has been incorporated in the draft chap
ter on computation of total income. The latter portion gives 
the method of computing tax on such income and ha$ been 
incorporated here, 

Sub-clause (1)-Whi!e the tax on the COD).Pe!E' tion 
etc. is to be dealt with in the Special manner provid d for 
by the section, the tax on the remaining part of the i come 
has to be calculated at the (average) rate applicable to the 
whole of the total income. This has been made clear !in the 
draft, by stating the position. separately for the two kinds. 
of income. 

The Explanation is new and is intended to dea~ ith IL 
case where a firm, though assessed as an unregiste firm 
in the assessment y~r, was ,assessed as a registere finn 
in any of the three preceding ·assessment years. ; 

• 
Sub-clause (2)-is new. It seems desirable to ptvide 

for a rebate to the partner of a registered firm whe the 
firm is in receipt of the compe11satiQn etc. in question. ere-
is no such provision at present. l 

' Notes to clause 124. i 

The provisions of section 17(1) have, in the drafti ~ 
put into four sub-sections, for simplicity. These deal ,rith-

(i) the basic provision, f 
(ii) the option given to the non-resident, and the I time-

limit therefor~ . 

(iii) the consequences of the option, and 

(iv) power to extend the time-limit for the optioii 

When using the expression "tax", the words "inctdiai: 
S1Jper•tax" have p~~ C?~t~, 1as the definiijon of m 
the draft, includes ..,,....--1 . 
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Sub-clause (!)-does not need any detailed comments. 
Sub-clause (2)-The opening porti9n of existing section 

17, sulrsection (1), 1st Proviso, has been simplified by stat
ing directly the date 30th June, and omitting the reference 
to the assessment year ending on 31st March, 1952, which 
has become obsolete. , 

Sub-clauses (3) & (4)-It has been made clear that any 
option exercised under the present Act will continue to 
have effect for the purposes of the new Act also. Conse
quential changes have been made. 

Notes to clause 125. 

The substance of existing section 17(6) has been in
corporated in this clause. 

The process of calculating tax has been split up in two 
sub-clauses, for simplicity. 

The existing words in S. 17(6)(ii), "on the whole ...... . 
income-tax equal to the amount which bears to the income
tax" etc. have, in the draft, been replaced by a mathe
matical formula, to make the provision easy. to understand. 

It is presumed that, in calculating the income-tax on 
the amount of capital gains, the total income is to be re
duced for purposes of rate also. Hence, when explaining 
the symbol Y, the words "had the tof.41 income so reduced 
been his total income" have been added. 

The proviso to section 17(6)(ii) has in the draft been 
split up into two clauses. • 

Clause (i) states the minimum atn00nt that can bl! 
taxed. 

Clause (ii) embodies the rule relating to the maximum 
tax to be charged. Where the capital ,gains do not exceed 
five thousand rupees, the tax will obviously be zero when 
this clause is applied (see the words ''if any"), and it be
comes unnecessary to deal specifically with such a case, as 
has been done in the existing section. 

Suggestion-It would be logical if a provision is made 
in the Act to the effect that ~apital gains are completely 
excluded from the total income for the purpose of super
tax. This would simplify the form of the provision con
tained in existing section 17, su.b-f:;ections (6) and (7). 

N ates to clause 126. 

Section 17 (7), even after its amendment by the Finance 
(No. 3) Act, 1956, refers to super-tax dnly and is not easy 
to understand. 

The draft seeks to state the position. clearly. The re
duction of the total income by the amotmt of capital gains 
is presumably effective for dfernun=· the rate also, as 
is shown by the words "calcul _on i • tal income» even 
1n the existing section. This been in.ore cl~ly 
In the draft in sub-clause (b). ! I · 

26-1 Law Com./58. • 
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CHAPTER XIII 

INCOME-TAX AUTHORITIES 

Notes to clause 127. 

No comments are needed. 

Notes to clause 128. 

Gene-rat-Existing section 5 is very lengthy and does 
not deal systematically with the various matters relating 
to Income-tax authorities. The section has, in the draft, 
been split up into a number of clauses and the clauses 
have been so arranged that each topic• is dealt with sepa-

• rately in the following order:-

(i) appointment, 

(ii) control, 

(iii) jurisdiction, 

(iv) powers and duties of the Income-tax authorities. 

Clause 128.-The scheme adopted is to deal in separate 
sub-clauses with appointments by the Central Government, 
appointments by the Commissioner and appointments of 
ministerial staff by Income-tax authorities. 

Under existing section 5(3), latter part, _the appoint• 
ment to class II Income-tax Officers and Inspectors· of In• 
come•tax is made by tbe Commissioner, but the number 
is to be sanctioned by the Central Government. This is the 
statutory provision ; but in administrative practicf! the 
sanction of all these posts can be made by the Commis• 
sioner. The language has, therefore, beeµ altered to com• 
form to administrative practice, vide sub--clause (2). 

Notes to clause 129. 

Provisions relating to control of Income-tax authorities 
have been brought together ~n this clause. 

Sub-clause (1)-needs no comments. 

Sub•clauses (2) and (3)-The expression existing in sec
tion 5(7), "For the purposes of this Act" appears unneces,. 
sary and has been omitted. 

Sub•clause ( 4)-It has been made clear that an Inspe~ 
tor of Income-fax is subor~te not only to the autpority 
under whom he is apPOinted -\Q work but also to any I supe-
rior authority. j, , 

I 
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The Explanation is new and is iz).tended to conform to 
the administrative set-up ot the Directorate, under which 
the Deputy Director is an Assistant Commissioner and the 
Assistant Director is an I.T.O. . 

Notes to clause 130. 
Provisions concerning instructions to subordinate au

thorities have been brought together in this clause. Since 
such insti:uctions sometimes affect the public as a whole, it 
has been provided that instructions of a general nature 
should be published. 

Sub-clause (2) embodies the existing provisions in sec
tion 5, sub-section (7B) earlier part, but it is for considera
tion whether this provision introduced in 1953 should be re
tained. 

Notes Do clause 131. 

General-A''l.l provisions regarding the jurisdiction of 
Income-tax authorities have been brought together in this 
section. The only changes that need comments are the fol
lowing:-

Sub-clause (::S)-Paragraph (b) is new and is intended 
to give recognition to the existing practice. The practice is, 
in a sense, impliedly authorised by existing section 5(6). 

Such transfers from one Appellate Assistant Comm1s
:sioner to another are usually made wholesale in accordance 
with the volume of work before each Appellate Assistant 
Commissioner, and therefore. it is not practicable to give 
notice to the individual assessees whose cases are to be 
transferred. Hence, this sub-clause does not prescribe the 
requirement of notice, unlike section 5(7A) as embodied in 
the draft. 

Sub-clause (5)--Exi:sting section 5(5), latter part, au
thorises the Commissioner to direct that the powers of 
the Income-tax Officer shall be exercised by the Inspecting 
Assistant Commissioner in respect of any specified case 
or class of cases. To this, an addition has been made, in 
the draft, authorising such orders in respect of any speci
fied person or classes of persons also. 

Sub~clause (7)--Existing s,ection 5(6), last line, pro
vides that when the Central Board of Revenue empowers 
any particular Income-tax authority to perform functions 
thereunder, the functions shall cease to be performed by 
the other authorities "appointed under sub-sections (2), and 
(3)". 

Now, so far as the reference to sub-section (2) is con
cerned, it is to be construed as a reference, not to the 
opening line of section 5(2), but to the second sentence 
beginning with. 

"and they shall perform their functions .................. ". 

The mere appointment o1 fl ~ tD a PoSt is not rele
vant; what is important is, ipie IUl~t o1 functions. 
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This portion of section 5(2) has, in the draft, beep. em
bodied in sub-clause (2), and therefore draft sub-clause (7) 
makes a reference to draft stJlrelause (2). 

So far as the reference to section 5(3) is concerned, it 
appears to be inappropriate, because that sub-section does 
not deal with allotment of fllllctions but only with the air 
pointment. Hence that reference has been omitted. 

Existing section 5(4), latter part, and section 5(5), ear
lier part, also deal with allotment of functions and, there
fore, the corresponding sub-clauses (3) and (4) have also 
been referred to in the draft sub-clause under discussion. 

The second part of the draft sub-clause is new and 
makes a provision which is obviously desirable. . E:i¢isting 
section 5, sub-section (7 A) main para, latter part, may be 
compared. 

Sub-clause (8)-This is intended to make it clear that 
where the Inspecting Assistant Commissioner performs the 
functions of the Income-tax Officer, provisions requiring 
his sanction etc. cease to have any effect. The position re
garding appeals has also been stated in clear terms. The 
existing provision in section 5(5), latter half, concluding 
portion, enacts that references to the Income-tax OfficEtr and 
the Appellate Assistant Commissioner shall be deenied to 
be references to the Inspecting Assistant Commissioner and 
the Commissioner respectively. That has been pre~rved 
in draft sub-clause (5); but draft sub-clause (8) attempts 
merely an application of that principle for certain iJnpor-
tant matters. • 

Notes to clause 132. 

Sub~clause (1)-The words "also subordinate to· him" 
have been added for the sake of precision. It has also been 
made clear that the transferrl_ng authority must record its 
reasons in writing. 

Sub-clauses (2) and (3)-Sub-clause (2) is new and-gives 
effect to the following observations of the Supreme Court 
in a centre case' : -

" ... We may, however, before we leave this topic, 
observe that it would be prudent if the prinpiples 
of natural justice are followed, where cir~tanw 
ces permit, before an:, order of transfer undek- sec
tion 5(7A) of the Act is made by the Commissioner 
of Income-tax or the Central Board of Retenue 
as the case may be, and notice is given to the iparty 
affected and be is afforded a reasonable opportunity 
of representing his views on the question ard the 
reasons of the order are reduced, however briefly, 
in writing " 

1 P- Lal Bu,j R1Jj Y. 
1gs7. &. d 97, f.10. 'JaD. ,I. 
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The Supreme Court poin,ted ou_t that section 64(3) re• 
quires an opportunity to be given to ·the assessee of repre
senting his views when any question as to the place of as
sessment is to be determined. 

Under draft sub-clause (3). the transferring authority is 
given the power, in special ·(!tses, to dispense with an op• 
portunity to the assessee befote the ot'der is passed. But it 
has been provided that the assessee shall in such cases have 
a right to move for a retransf~r within one month. 

Explanation.-This embodies the existing Explanation, 
which was inserted to get the situation created by 
a decision of the Supreme Court' whereby a whole-sale 
transfer of cases, without reference to the year of assess
ment, was held to be illegal. After the Explanation was 
inserted, the question of its validity ciame up before the 
Supreme Court in a later case'. The Supreme Court up
held the validity of the Explanation and explained its scope 
by pointing out that when a case of any particular assessee 
pending before one Income-tax Officer is transferred to 
another Income-tax Officer under section 5(7A), thtn-

(a) all proceedings pending agWinst him in respect of 
the same year as also previous years are meant to 
be transferred simultaneously; and 

(b) all proceedings which may be commenced after 
the date of transfer in respe<:t of any year what
ever are also included there-1. 

The result is that the transferf.e Income-tax Officer 
would be in a position to continue pending proceedings 
and also to institute fresh proceedings. 

This aspect of the Explanation, namely, that it 
amounts to a transfer of proceedings for past assessment 
years also and that its inclusive part af.iplies to proceedings 
for any assessment year whethet past or future,. has in 
the draft been brought out by suitable amendments 
(though the existing provision is clear enough on this 
point). 

Incidentally, it will be noticed that the definition of 
"case" contained in the Explanation under discussion is 
confined to section 5(7A). Where th• -whole-sale transfer 
of cases, past and future, of an asses:see is to be done un
der section 5, sub-section (2), latter part, or section 5, sub
section (5) latter part, that ~an be done, not by calling 
it a transfer of cases but by heating· it as a transfer of 
jurisdiction in respect of "persons". 1t may be noted here 
that Section 5, sub-section (S), latter part, • has, in the 
draft, been amended so as to add a reference to specified 
person. 

1 Bidi SuM!l:, Co. V. Union of India (1956), S.C.R. 267-AIR. 1956, S. C. 
47g, +84 (195°6);'l9 l.T.R. 717. 

1 Panu L4l BinjRaj V. Unit>,cof /If& (1957f, .31 I.T.R. 565-A.J.R. 
1957, S.'C. 397,411. • ' 
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Notes to clause 133. 

No comments are needed. 

Notes to clause 134. 

This clause is new. Some doubt has been felt as to 
the Income-tax authority which is entitled to prosecute 
or defend an appeal in the High Court etc. whenever the 
assessee's case is transferred from one authority to an
other. For example, when one Commissioner files an appeal, 
and the case of the assessee is transferred to the jurisdic
tion of another Commissioner, the question arises whe
ther the transferee Commissioner can continue the ap
peal. Provision has, therefore been made to make it clear 
that the authority for the time being seized of the case 
would be the person competent to initiate or continue 
such proceedings. 

For the sake of simplicity the cases of Commissioner 
and of the Income-tax Officer have been dealt with in 
separate sub-clauses. 

The principle underlying the provision is not new. 
Nor is it confined to the particular provisions referred to 
in the draft clauses; it should be applicable for all provi
sions of the Act. But, since difficulties have been felt only 
in regard to certain provisions, the draft clause is confin
ed to these provisions. The provisions of existing section 
5, sub-section (7C) cover cases where a proceeding 1s 
pending before an Income-tax authority who is transfer
red. 

Notes to clause 135. 

General-This clause corresponds to section 64 of the 
existing Act. The question whether the section confers a 
right on the assessees has come up before the courts more 
than once and has now been settled once for all by the Su
preme Court'. The discussion in the case just cited rqakes 
it clear that it is too late in the day to say that there is no 
right to be assessed by the Income-tax Officer of a )?arti
cular area. The earlier decision of the Supreme CClurt', 
holding that the benefit conferred on the assessee by sub
sections (1) and (2) of the section 64 is to be regarded as 
a right, has been reinforced by the later decision' refer
red to above. 

The marginal note of the section "place of assess
ment" is, however, slightly misleading, because the section 
does not deal with the place where the assessment is actu
ally made but with the Income-tax Officer having juris
diction. The marginal note, has. therefore. been allered 
accordingly. 

1 Pmmalal Binj Raj V. Unil>ff of India A.T.R. 1957, S. C. 3971 4o6, 
Paras. 20.22;(1957) 31 I.T.R. 565. 

1 Bidi Su/JfJl,1 C. V. Uni«ref lndia (1956) S. C.R. 267, 276; A. I. R.: 1956, 
S. C. 479, f88j ·(1956) 29 I. T, R. 717. 
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Sub-clause (1)--does not need any comments. 

Sub-clause (2)-----does not need any comments. 

Sub-dau.s~ (3)-In the proviso, the words "represent-
ing his views" have been replaced by "being heard in res
pect of the question" which are more appropriate; it has 
been also made clear that the opportunity to be afforded to 
the assessee should be "reasonable". 

The second and third provisos to existing section 
64(3) have, for simplicity, been dealt with in separate sub-
clauses. 

Sub-clause ( 4)-Slight verbal changes have been made 
to secure simplicity and clarity. 

Sub-clause (5)-does not need any comments. 

Sub-clause (6)-embodies existing section 64(4), which 
is obviously intended to make it clear that even where 
the assessee resides or carries on business within the juris
diction of another Income-tax Officer, an Income-tax Offi
cer may exercise powers in· respect of income of such as
sessee accruing or aric;ing within his jurisdiction. 

Sub-ctause (7)-The only change made is the omis
sion of words that were intended to emphasise the retros
pective operation of the provision. 

N ates to cjause 136. 

Existing section 37 has. in the draft, been split up 
into two. Portions relating to powers of a court that 
can be exercised by the authorities mentioned in the sec
tion have been dealt with in this clause, while powers of 
search and seizure have been dealt :with in the ne:x:t 
clause. 

Sub-clause (1 )-does not need any comments. 

Sub-dause (2)-iS new and has been added to indicate 
the procedure to be followOO in exercising the powers. 

Sub-clause (3)-needs no comments. 

Sub-clause (4)-is new. The existing section does 
not contain a provision entitling a person producing a 
document to apply for retum of the same. To make th~ 
matter clear, this sub-clause has been added. Compare 
Order 13, Rule 9 of the Code of Civil Procedure. 

It may be noted that section 3'1(3), proviso (b) does 
not in so many words deal 'With t~ return -of documents. 
Moreover, it is confined to Income-tax Officers. The sub
clause under discussion will cover •U cases, including do
cuments retained by an Inctmie-tax!Offlcer . 

• 
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N,otes to clause 137. 

Item (ii).-The words "have them removed to his 
office" have been added to deal With cases where the books 
are voluminous and the Income-tax Officer cannot exa
mine them in the premises. 

Item (iii).-The words "cause to be made" have 
been added to make it clear that the Income-tax Officer 
can entrust to an Inspector or ministerial staff the work 
of taking copies or extracts from the books and documents 
in question. 

Item (iv).-The existing provision relates to a note 
or an inventory of any 'other' articles or things found in 
the course of search; this would exclude books and docu
ments which are referred to ii]: the earlier item. Since, 
however, occasion may arise for making a note of a book 
or document (without actually seizing it), the word 
"other" has been omitted in the draft. 

Notes to clause 138. 

Sub-clauses (1) and (2)-Existing section 38 (1) has 
been divided into two sub-cla\lses, to make the provisions 
clear. 

What the ·'return" relates to is only names and ad
dresses; Cf. existing S. 38(1) & (2). That has been made 
clear in the draft. In the case of partners, h9wever, infor
mation regarding their shares may be useful. and that 
has been added in the draft. 

The expression "Assistant Commissioner" has been 
substituted by "Appellate Assistant Commissioner or Ins
pecting Assistant Commissioner", since these are the ex
pressions used in the Act. 

In sub-clause (2), instead of "adult male member". the 
word "members" has been substituted for brevity. 

Notes to clause 139. 

It has been made clear that the person authorised for 
the purpose of this section should be subordinate to the 
officer giving the authority. Private persons should not 
be authorised under this s~ction. 

Notes to clause 140. 

The latter part of section 5, sub-section (7B) has been 
reproduced here. Presumably, the "enquiries" referred to 
here are the enquiries under sections 37, 38, 39 etc. 

Notes to clause 141. 

Sub--clau.se (1)-The existing section provides that the 
court shall not be entitled to require "any public servant" 
to produce the return, accounts, etc. to be treated as con
fidential under this section. T}w!,~e is a conflict of df!ci
:sions as to whether- thtse worts! are to be read liter~y 

' 
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.as prohibiting any public servant whatsoever from mak
ing a disclosure, or whether the prol.ibition is confined 
to the public servants before .,ham the documents etc. 
are produced under the Act. The BOlllbay High Court' 
has taken the view that the section is confined to public 
·servants of the Income-tax Department, while the Punjab 
High Court' has taken the contrary view. Though the 
wide language of this section .might justify the Punjab 
view, expediency demands that the narrow view taken 
by the Bombay High Court should be adopted. It does not 
appear to be desirable to prohibit other public servants 
from making such disclosures, and dr!lft sub-clause (5) 
-of the clause under discussion therefore gives a restricted 
definition of the expression "public servant". •• 

Sub-clause (2).-Existing section 54(2) imposes a pen
·alty on a public servant making a disclooure of the parti
-cular·s txeated as confidential. What the sub-section achie
ves is-

(i) making such disclosure an offence, and 

(ii) imposing penalty for tbe offence. 
The earlier part of the suHection really creates the 

-offence, and has been reproduced in this sub-clause. The 
penalty -portion has been transferred to the Chapter on 
~'Offences and prosecutions". 

Section 54(5) has also been transferred to the Chapter 
on "Offences and prosecutions". 

Sub•clause (3)-The various paragraphs of this 
clause embody existing provisions and do not need 
,comments, except the followint :-

sub
any 

Paragraph (a)-The existing provision contains the 
words "prosecution under the Indian Penal Code". A "pro. 
.secution" is, really speaking, for an ofence under a law 
and therefore the words "for -any offence" have 'been ad• 
ded. 

Paragraph (b).-Reference to the Taxation on Income 
(Investigation Commission) Act1 1947 ~s been omitted as 
-obsolete. 

Paragraph (c).-This is new. Where' an Income-tax au• 
thority makes a best judgment assesmeat under section 23 
(4), he usually relies on the figures of Prtflts made by other 
_persons in a similar business, ts given· in the income•tax 
returns of those other persons. ln faimeisS, the information 
contained in the returns of suc}l other· persons should 
be disclosed to the assessee before making a best judg• 
ment assessment'. This paragraph in question has, there• 
fore, been added to authorise such disclosure. Suitable 

'EmJ,t,or V. OSl!llan Cktani (19411) 10 ·J,T.R. 4119; 'l.J.R. 1942 Bombay 767; 
A. I. R. 1942 Bom. 28g. 

~.• I. T .0. Jullu,idur V. Tht Stale (1950) ·1S I. T. L J8S; A.T.R. 1950 East 
J>unjob .... . • . ' • 

1 CJ. Dhakuhwari C.,,,on Mills V. C. /. T, (19,u) djr. T. R. 775 $, C. 
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words have been used in order to ensure that the asses.5ee
to whom any information is disclosed under this paragraph 
is not thereby enabled to trace the other assesse~ whose 
figures are disclosed in such information. 

Paragraph (f).-The privilege conferred by section 54.. 
is sometimes abused by the assessee by claiming it against 
courts in which proceedings are pending for or against 
him. For example, when the assessee's accounts contain 
an entry adverse to his case·in a civil suit, the assessee of
ten refuses to produce the accounts before the court 
and takes shelter under this section, saying that the ac
counts are lying with the Income-tax Department. This 
cannot be supported by any notions of justice or fairness .. 
Paragraph (f) has, therefore, been added to empower the 
court to enforce production of the accounts in such cases. 

Registered documents of which copies can be obtain
ed under the Registration Act, or certain documents pre-
pared under the Companies Act (like balance sheet, au
dit report, etc.) have also been mentioned in this para. Such 
documents need not be treated as confidential, since they 
are virtually public documents. 

Paragraph (j}-The word "lawyer" has been replac
ed by the words "legal practitioner" which are more ap
propriate. 

Paragraph (k).-Existing section 54(3) (h) is obvious
ly meant for cases where an officer of the Income-tax De• 
partment, detecting an unstamped document, desires to
communicate that fact to the stamp authorities. His po• 
wer to "impound" the document "occasions" the further 
transmission of the document to the Collector under the 
Stamp Act. The "public servant" referred to tn the provi
sion is, therefore, the Income-tax authority impounding 
and transmitting doCUment, not the stamp authority receiv
ing it. (The stamp authority receiving the document, does 
not ·•disclose" any document.) It is the Income-tax au
thority which makes this disclosure subsequent to the 
impounding of the document. Slight verbal changes have· 
been made to bring out this intention. 

Paragraph (1)-Existing section 54(3) (i) refers to offi
cers of the United Kingdom or ally part of His Majesty's 
Dominion. But as section 49A authorises an agree~nt for 
a double taxation relief with any country outside· India, 
the language of this provision has been brought into con~ 
formity with that position. 

Paragraph (n).-This is new and is intended to autho
rise the disclosure of information required in connection. 
with levy or realization of other central taxes, for exam
ple, estate duty, wealth tax, expenditure tax etc. Assis
tance has been takea, in drafting the provision, fro~ exist
ing section 54(3) U), 



405 

To a certain extent, this added provision might over-• 
lap existing section 54(3) (k), dealing with customs and 
excise duties. But the language of the latter provision is 
slightly different in two respects : 

(i) existing sub-clause (k) refers to "any authority
exercising powers" and not to any Government Officers. 

(ii) existing sub-clause (k) authorises the disclosure 
for enabling the exercise of any powers under the Act (for 
example, confiscation of goods) and is not confined to levy· 
or realization of tax. 

For these reasons, clause (k) has been retained in the· 
draft and reproduced in paragraph (o). 

Paragraph (o).-See notes above under paragraph (n). 

Sub-clause (4).-does not need any comments. 

Existing section 54(5) has, as already stated, been 
transferred to the Chapter on "Prosecutions". 

Sub-clause (5).-See notes under 
above. 

Notes to clause 142. 

This is new and is intended to make it clear that 
the privilege conferred by section 54 can be waived by the· 
assessee. 

CHAPTER XIV 

PROCEDURE FOR ASSESSMENT 

Notes to clause 143. 

General.-The provis10ns relating to procedure for 
a~sessment have been arranged m this Chapter in proper· 
sequence. The proceedings for assessment begin with the 
notice under section 22 calling for a return, which may be· 
followed by the provisional assessment, enquiry by the 
Income-tax Officer and the regular assessment. Reopening 
of the assessment at the instance* of the assessee, or reas
sessment at the instance of the Income-tax Officer under 
existing section 34, are subsequent proceedings. 

The sections relating to assessment, have been placed· 
in this order in the Chapter. Amendmeht by way of recti
fication of mistakes is dealt with next, followed by the notice 
of demand under existing section 29. 

The procedure for assessment ~Oper having been 
dealt with in the earlier half of the ter, the latter half 
of the Chapter goes on to emb<Jiy pro ions -regarding in
cidental matters, or matters wht:b, are rn,inor importance-
( e.g., miscellaneous informatioiu and ilicates). 
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Sub-clause (1) :-The following changes have oeen 
made to improve the language of the section in precision 
and clarity :-

An important departure has been made from the exist
ing Act by providing for an automatic submission of re
turn of income by all persons who are assessable under the 
Act. Existing section 22 (1) requires the Income-tax Officer 
to issue a general notice calling for the submission of such 
returns. This provision entails a lot of expense and labour 
to the department, since a notice has to be issued in identi
cal terms by each Income.tax Officer. Further, the provi

·sion has no parallel in the taxation statutes of other coun
tries which provide for the primary obligation of the tax
payer to send a return of income by the prescribed date. 
Lastly, recent taxation statutes in India, for example, the 
Estate Duty Act, the Wealth Tax Act and the Expenditure 
Tax Act, contemplate the submission of a return for the pur
poses of those Acts without notice by the Income-tax 
Officer. It seems, therefore, desirable to make the pro
vision more rational on the lines of the other taxation • 
-statutes just now referred to. 

Apart from this important change, the following 
,changes have also been made for precision and clarity--

(i) it has been made clear that the return of income 
is to be submitted in the financial year ; 

(ii) at present it is doubtful whether a person is liable 
to make a voluntary return of the income of any 
other person in respect of which he is assessable. 
There are several provisions in the Act, such as 
sections 40. 41, 42 etc., which make one person 
assessable in respect of the income of aaother. 
This lacuna has been removed by the addition uf 
suitable words; 

(iii) the notice under existing section 22 (1) QSually 
provides that the return should be furnished be• 
fore the expiry of 65 days from the date of publi
cation of th8- notice. This leaves the date indefinite 
until the date of publication of the notice is as
certained. It has • been provided, therefore, in the 
draft, that the return should be furnished on or 
before the 30th day of June; 

,(iv) a proviso has been added to the effect that a person 
who has already submitted a return in ret;pon~ 
to an individual notice under sub-section (2~ need 
not furnish a return under sub-section (1) ; 

(v) the existing requirement that the return should 
be a return of "total income" and "total . world 
income" etc., has been replaced by the .,;imple 
requirement-i that it _.ould be a return of ;,.come 
in the presc,fbed fo'1>; ! 

I 
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Incidentally, it is suggested that it would be appro
priate to prescribe a separate form Of return in the case or 
persons who have incurred lostes in business which they 
would be entitled to carry forward. 

Paragraph (b) of the sub-clause makes it clear that 
where a return is sent to the wrong Income-tax Officer, 
he should forward it to the Income-tax Officer having_ 
jurisdiction. 

Sub-clause (2).-The existing section 22 (2) says that. 
the notice will require the assessee to furnish the return 
"within such period, not being' less than 30 days, as may 
be specified in the notice". The words "not being less than" 
create a controversy as to whether a direction to furnish 
the return "within 30 days" would meet the requirement 
laid down in t~ section. To prevent all confusion, the 
draft sub-clause provides that the return is to be furnished: 
within 30 days from tl;e date of service of the notice. 

A proviso ·has been added to the effect that the notice 
should be issued before the end of the relevant assessment 
year. This interpretation of the section is well-accepted 
even now. 

Other draftin.g changes are on the same lines as those-• 
made in sub-section (1). 

Sub-clause (3).-The date on or before which the re-
turn of loss should be filed has been •specifically mentioned 
in the draft sub-clause, on the lines of the draft for sub
section ( 1 ). 

The return is meant for 106SeS sustained in the previ-• 
oms year, and hence the word ''previous" has been inserted 
before the word "year" in the beginning of this sub-clause. 

The requirement that if the return is not filed, the 
loss cannot be carried forward, contained in the middle of: 
the existing section 22 (2A), has already been incorporat-· 
ed in the Chapter on aggregation of income and set-off of· 
losses. 

Sub-clause (4).-This dose not require any comments. 
Some difficulty has been caused by existing 22 (3) in 

cases where the assessee files a return· on the last day or· 
the period within which the assessment could be complet
ed. It has been held' that if the department takes no• 
action at all for the issue of a notice under section 22, and 
allows time to pass and permits the assessee to make a 
voluntary return under section 22 (3), the income of the 
assessee must be assessed as laid down. in section 23 and it 
is not open to the department to proceed under section 34 .. 
This would lead to the complication th&t even if the return 
of income under section 22 (3) is filed on the last day on 
which the assesi::ment could be completed, the department 
must complete the assessment without further investiga
tion. To remove this difficulty,~ an tJment is proposed: 

1 Rt111,tlt/tod Das V. C. I. T. (19!,4) 116 T.R,. 105· 

' 
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in the draft clause corres~nding to existing section 34 (3), 
main para, whereby the department will be allowed at 
least one year from the date on which a return under 
·section 22(3) is filed by the assessee. This will meet the 
difficulty brought to light by the case cited above'. 

Existing section 22 (4) has been removed and placed 
later as a separate section ; its present place in the middle 
of the provision relating to return interrupts the descrip
tion of the substantive provisions dealing with the various 
classes of returns. 

Sub-clause (5).-Does not need any comments. 

Notes to clause 144. 

This is new. The existing Act is silent as regards the 
person who should sign a return of income:-The draft clause 
is intended to state the position comprehensively in res
pect of the various kinds of assessees. 

Notes to clause 145. 

Sub-clause ( !).-Does not need any comments. 

Sub-clause (2).-The provision that due effect should 
be given to certain allowances and losses has been temov
ed in separate sub-section, for the sake of clarity. 

Sub-clause (3).-Qoes not need any comments. 

Sub-clause (4).-Existing section 23B, sub-section (3), 
provides for the assessment of a firm as an unregistered 
firm unless the firm fulfils the conditions notified by the 
Central Government. In order to :tllllke the provision .self
contained, the conditions imposed by the notification have 
been incorporated in the section. The words "as if it were 
an unregistered firm" in the existing provision are not 
happy, since they would not apparently cover a case 'where 
the firm is in fact unregistered. The simple phrase "as an 
unregistered firm" has, therefore, been substituted in their 
place. 

Sub-sections (5) and (6)-of existing section 23B have 
·been transferred to the Chapter on Collection of tax. 

Sub-clauses (5), (6) and (7).-These do not need any 
comments. 

Notes to clause 146. 

Existing section 22 (4), dealing with the enquiry which 
the Income-tax Officer may make before assessmen't, has 
been embodied in this clause. 

Sub-clause (1).-The words "for the purpose of making 
an assessment under this Act" have been inserted in the 
·:beginning, to define Yie scope and object of the enquiry. 

1 ~ DtU V. C. I. T. (1954) ~ I, T. R. 105 (&m.). 
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It has been made clear that after obtaining the pre
vious approval of the Commisiioner, the Income-tax Offi
.cer may call upon the assessee to furnish a statement of 
.assets and liabilities. The requirement of approval will 
prevent undue hardship to assessees. 

Sub-cla.use (2)-This is new, and enunciates a well 
established proposition. It is in1ended to make it clear that 
an Income-tax Officer may make such enquiries as he con
siders necessary. It will be particularly useful in cases 
where a "best judgment assessment" is proposed to. be 
made. 

Sub-clause (3)-This is new. It has been held by the 
Supreme Court' that before any material is used against 
any assessee, he should have an opportunity to rebut the 
same. This principle has been codified in this draft sub
clause. An exception has been made for cases where an 
assessment is t0 be made under existing section, 23 (4), 
since it is an ex•parte assessment. 

Notes to clauses 147, 148 and 149. 

General-Existing section 23: deals with the three 
possible situations that may arise when an assessee is called 
upon to make a return of income-(1) the return is made 
by the assessee, and accepted by the Income-tax Officer; 
(2) the return is made by the assessee, but is not accepted 
by the Income.tax Officer, who wants to make further 
enquiry ; (3) no return is made. 

Slight verbal additions have been made in the opening 
portion of sub•secttons (1) and (2) to bring out the fact that 
these three situations are being dealt with separately by the 
section. 

Clause 147, Sub-clause (1)-Apart from verbal additions 
already referred to, the only change made is the addition 
of a reference to "loss" of the assessee so that the assess
ment would determine the amount of loss which can be 
carried forward under existing section 24 (2) read with 
existing section 22 (2A). It has also been made clear that 
if any sum is to be refunded, that should also be mentioned 
in the assessment order. 

Sub•clause (2)-The only change made is the verbal 
addition already referred to. 

Su.b•clause (3}-An asse$Slllent under existing section 
23 (3) is made after a consideration of the material which 
the Income-tax Officer has gathered. The draft sub•clause, 
therefore, makes it clear that in addition to the evidence 
produced in the case, the Income-tax Officer is also to take 
into account such materials. The definition, given as a 
separate clause, gives. some indication of the material 
which the Income-tax Officer is competent to take into 
account. 

1 Dlu:J:nwari Coullft Milu Vs. C.I.T. (r9$4) 26 I. T.ll.. 775 (S.C.). 
' ' . 
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Apart from this change of importance, the other 
changes are minor and are on the same lines as those made 
in sub-section (1). 

Clause 148 : Sub--clause (1)-It has been made clear 
that the "best judgment assessment" is to be made after 
a consideration of the relevant material which the Income
tax Officer has gathered. The definition, given as a separate 
clause, will apply for this sulrclause also. 

The other verbal changes follow the lines on which 
verbal changes have been made in sub-section (1) of exist
ing section 23. 

Sub-clause (2)-This is new, and is consequential on 
the addition of a reference in sub-sections (3) and (4) of 
existing section 23 to th~ relevant material gathered by 
the Income 4 tax Officer. 

Clause 149.-See notes to the main clauses relating to 
assessment'. 

Sub-section (5) of existing section 23 has been dealt 
with in the Chapter relating to firms, in view of its sub
ject matter. 

Sub-section (6) of existing section 23 deals with a step 
consequential on assessment, and has been placed later in 
this Chapter. 

Notes to clause 150. 

Existing section 13 has been embodied here, with the 
changes explained below :-

Sub-clause (1)-Section 13, Proviso, provides fQr the 
power to compute the income upon such basis and ill, such 
manner as the Income-tax Officer may determine. In • case, 
however, where the accounts are not correct and eontplete, 
the assessment is practically a best judgment asses$nent. 
The power to assess under the proviso to Section 1.3 can 
be exercised only where the accounts are correct and com• 
plete. 

This has been made clear in the draft, by deali,ig in 
separate sub-clauses with (i) the case where the acoounts 
are correct and complete and (ii) the case where they are 
not correct or complete. 

Sub~lause (2)-8ee notes to sub-clause (1) above. 

Notes to clause 151. 

Existing section 27, whk!b empowers the reowning 
of an assessment at the instance of the assessee, is cpnfin• 
ed to cases where the assessment was made under eJQSting 
section 23(4). This limitatioa, though not expressly con• 
tained in the section, follows obviously from the wor<ls "he 
was prevented by suflcient ~ from malting the refurn". 

I CJauaes 147 and 1,48. 
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The only kind of assessment in such cases would be one " 
under section 2:i( 4), which begins with the words "If any 
person fails to make the return ......... ''. This has been made 
clear in the draft. 

The existing words "within one month from the service 
of a notice .......... satisfies the Income.tax Officer" are mis-
leading; if construed literally, they would require that 
the satisfaction of the Income-tax Officer himself must be 
completed within one month. This is not, however, the 
intention. It should suffice if the assessee applies within 
one month for cancellation of the assessment. The section 
has been, therefore, slightly redrafted to make the inten-
tion clear. .,, 

It has been held by the Nagpur High Court in a 
recent case' that where an assessee is called upon by the 
Income-tax Officer to produce accounts and fails to do so 
because he does not in fact maintain any accounts, and the 
assessee is consequently assessed under section 23 ( 4), he
is not bound to make an application wider section 27 for 
reopening the assessment. He can raise the point again in 
an appeal before the Appellate Assistant Commissioner 
who is bound to entertain the point. No alteration in the
law is required. 

Notes to clau.sts 152-159. 

GeneraZ.-Existing section 34, relating to the power to 
assess an income which bas e~aped. aliSessment, has been 
sought to be simplified in the draft clauses under discus---
sion on the following lines:_.: _ 

(1) The substantive provision dealing with the power
itself, c-mtained in section 34 (1) clauses (a) and (b), has 
been placed in the beginning; the re(juirement of notice 
is placed next ; and the detailed provisions contained in the 
various provisos, dealing with the time-limit for the exer-
cise of the power, have been put in ,eparate clatise. 

(2) Section 34(3), relating to the period within which 
assessment should be completed, has been placed as a 
separate draft clause, since it is not confined in its appli
cation to an assessment under section 3' itself, but applies· 
to all orders of assessment or reassessment under the 
Act. 

(3) Provisions that have become obsolete, such as sub-
1oections- (lA), (1B), (lC) and (lD), have been omitted. 
Since the new Act will apply only to assessments made 
for assessment years subsequent to the commencement of 
the Act, it is not necessary to repeat these sub--sections in 

1 SufantMIIIL Kanhai,1a Lal Rathi, ]:tr V. c.f,T. Judgment dated 
20-9-1957inMb. CivilcucNo.115otl 55(DOt"f~)- , 

27-1 LawCom.{58 ·, , 
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the new Act. Any action that might have to be taken with 
reference to prior yea.rs -can be taken even after the com
mencement of the new Act. 

Clause 152.-It has been made clear that the power 
to make a reassessment is subject to the other provisions 
of the various clauses. This has become necessary in view 
of the fact that the time-limit, at present dealt with in the 
provisos, has in the draft been dealt with in separate 
clauses. 

Clause 153.-The short expression "income has escap
ed assessment" has been used in the preceding clause and 
defined here. 

Clause 154.-This does not need any comments, since 
the only change made is the addition of the words "before 
making the assessment ............ the Income-tax Officer shall" 
serve a notice. This is purely consequential on the scheme 
adopted in the draft to separate the various provisiQns at 
present contained in sub-section (1). 1 

Clause 155. 
General.-The time-limit for the issue of a notice :Under 

existing section 34 (1) is dealt with in this clause. An 
.attempt has been made to make the provision ea$er to 
understand, by stating the various time-limits applicable 
to the various situations separately. Thus, cases where no 
time-limit is prescribed, are dealt with first. The case 
where the time-limit is eight years is dealt with next ; and 
the resi.duary time-limit of four years, applicable when 
the case falls under existing section 34 (1) (b), is deal~ with 
.at the end. i 

Sub-clause (1) Para (a).---:-Existing section 34(1~ 1st 
proviso, item (ii)-provides, in effect, that where t e in
come that has escaped assessment exceeds the amo t of 
one lakh of rupees or more, the assessment can bef made 
under this section at any time. For the purpose of cdmput
ing this sum of one lakh of rupees, income that has ;escap
ed assessment either for the relevant f):ssess
ment year for which the notice is ~o be 
issued, or for that year and any other years after which 
eight years have el:wsed, can be taken into accou~. The 
result is, that the longer the period that is allo ed to 
elapse, the more. probable becomes the assessability ,of the 
assessee under this provision. Thus, where an incqme of 
Rs. 25.000 has escaped assessment for the year 1943--f:4, the 
income cannot be assessed under this section in, s,y, the 
year 1953. But if the income. for the intermediate; years, 
say 1944-45, is also allowed to escape assessme+.t, the 
accumulated total of such esq:aped incomes would give a 
right to proceed under this section, in, say, the year 1955 
(if the accumulated total is one lakh of rupees or more). 
Since the main obitct off provision for time-~mit ,is 
to ensure that acnfl: 1s as early as possibl , such 
a situation cannot bl regar 

I 
as satisfactory. In . dr~t, . 
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therefore, an attempt has been made.. t.o substitute a simple 
rule, under which, only the income, fur the 16 assessment 
years prior to the year in which the notice is issued, can 
be taken into account. The minimum. amount of one lakh 
of rupees has been preserved in cases where an aggrega
tion is to be made, but it has also been provided that where 
the income escaping assessment for the relevant assessment 
year itself is Rs. 50,000 or more, the power to proceed 
under this section should be available at any time. 

The substitution of this rule has, incidentally, facili
tated some simplification of the form of this section also. 

The reference to the assessment year ending before 
the 31st day of March, 1941, has been omitted, since the 
16 assessment years preceding the year in which notice 
may issue, which are referred to in the provision as draft
ed, will all be assessment years later than 1939-40, as the 
new Act will apply only for assessment years subsequent 
to its commencement. 

It is, however, made clear, that for the purpose of 
computing the accumulated total that has escaped assess
ment, assessment years under the 1922 Act (i.e. the existing 
Act) can also be taken into account. 

Sub-clause (2).-The restriction contained in existing 
section 34 (1), 2nd Proviso, regarding the issue of notice 
against the agent of a non-resident, would seem to apply to 
a notice under clause (a) as well as <;lause (b) of section 
34 (1). For this reason, draft !.uh-clause (1) begins with the 
words "subject to the provisions of sub-section (2)" and 
draft sub-clause (2) is framed so as to make it clear that 
it applies to all notices under section 34 (1). 

Clause 156. 

Existing section 34 ( 3), 2nd Proviso, operates not only 
in relation to the period of completion of assessment, but 
also in relation to a time-limit for an issue of notice under 
section 34 (1). This is clear from the words "nothing con
tained in this section limiting the time within which any 
action may be taken. . ........... " appearing in the beginning 
of the Pt-oviso. The Proviso thus actfl as an Exception not 
only to section 34 (3), main para, .but also to the time
limit under section 34 (1). The latter aspect has been dealt 
with here. 

Clause 157. 

General.-The verbal chahges are consequential on the 
breaking up of the section into various sub-clauses. 

Sub-clause (2).-Existing section 34(1), 1st Proviso, 
clause (iii), says that a notice under clause (a) shall not be 
issued for any year ............ Ulµess ............ the Commissioner 
is satisfied that. it is a fit case for theft· ue of such a ~otic~. 
Apparently, this would appr even· .here the notice 1s 
issued within four years. Bu since hotice under .. clause 

i 
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(b) can be issued. within four years, without any such sanc
tion, no harm would be caused if, in cases under. clause 
(a) also, this restriction is made to operate only where 
the notice is issued after four years. The provision in 
question has been altered accordingly. 

Other changes are verbal and consequential as above. 
Clause 158. 

Sub-clause (1).-Does not need any comments. The 
verbal changes are consequential as above. 

Sub-clause (2).-No change has been made in existing 
section 34 (2). 

As to the omission of sub-se~tions (lA), {1B), (lC) and 
(1D) of existing section 34, see notes above under this 
group of clauses under the head "General" .. 

Clause 159 ; This is new. The time-limit for comple
tion of assesssment is at present contained in section 34 
itself. Since it iS being tran.sferred in the draft to a sepa
rate section, it seems desirable to have such a clause to 
draw attention to the provision relating to time-limit. 

Notes to clause 160. 

General.-Existing section 34 (3) has, in the draft, been 
split up into three sub-clauses. The main provision, impos
ing the time-limit, has been dealt with in sub-clauses (1) 
and (2), while the various exceptions have been dealt with: 
separately in sub-clause (3), for the sake of clarity. 

Sub-clause (1).-Paragraph (a) does not need any com
ments. The substitution of the words "assessment year'' for 
'year' is meant to secure precision. 

Paragraph (b) is new and is intended to pr-ovide that 
the time-limit in the case of a notice under existing sdction 
'28 (3) read with section 28 (1) (c) is four years counted 
from the issue of the notice. It seems desirable that there· 
should be some time-limit in such cases. 

Paragraph (c) is new. As already explained in the 
notes to the draft clause' corresponding to existing sec
tion 22 (3), some difficulty bas been felt in cases _,here 
the assessee files a return under section 22 (3) towards the 
end of the period within which the assessment shoU,-d be 
completed. The Department has to complete the ~ess
ment without any further investigation, lest the periodj shall 
be exceeded. To meet such cases, this paragraph has: been 
added. so that the Department may get at least one1 year 
for completing the assessment. 

Sub-clause (2).-Deals with the limitation in case of 
assessment and reassessments under section 34. 

Sub-clause (3).-The various exceptions contained in 
existing section 34 (3) have been embodied in this sub
clause, and each exception has, for the sake of cl3rity, 

1 Clauae 143(4). 
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been dealt with in a separate item. The various items them
selves do not need any detailed comments, ~ince the ver
bal changes are purely consequential on the breaking up 
of the exceptions, into different items, as already explained. 

One change of substance, however, has to be pointed 
out. Existing section 34 (3) allows the completion of an 
assessment under section 34 (1) (a) at any time. It is desir
able that some time-limit should be imposed.· The draft 
proposes a time-limit o·f 4 years froffi the end of the assess
ment year in which the notice is served. 

The existing exception f0r assessments under section 
34 (lA) has been omitted in the draft, since no such case 
can arise under the new Act, whOSe operation will be 
£onfined to assessment years subsequent to its commence
ment. 

Explanation 1.-The second proviso to existing section 
5, sub-section (7C) has been embodied here. 

Very often, assessment proceedings are stayed by an 
order of a court, and in such cases it becomes difficult to 
complete the assessment within the period limited by sec
tion 34(3). A provision has, therefore, been added in the 
draft to exclude the period during which the proceedings c 

were so stayed, .while computing the period of limitation 
under section 34(3). 

Explanations 2 and 3.-Proceedings by way of appeal. 
revision etc. sometimes result in an order under which the 
inclusion of a particular item of income in the total income 
of a particular previous year is disallowed. As a result, it 
becomes necessary to count that income <1s a part of the 
total income of another previous year. Such recomputation 
should be regarded as consequential on the proceedings by 
way of appeal etc., and the time-limit under section 34(3) 
should not be regarded as applicable in such cases. 

Similarly, proceedings by way of appeal etc. some
times result in an order ditaUowina: a 1-•articular item of 
mcome as forming part of total ineome of A, and it may 
become necessay to include that item in the total income 
of B. This process also should not be regarded as subject 
10 the period of limitation prescribed by section 34(3), since 
1t is consequential on the ocder passed in the appeal etc. 
All that is neC€ssary is a safeguard to the effect that the 
other person (B) should have been ._eard before the order 
was passed'. 

The Explanations in question are intended to clarify 
the .position for such cases. • 

Explanation 3.-This is new and is intended to enable 
the Income-tax Officer to make an assessment at any time 
ln the income of another person, whereby an order passed 

1 S. C. ParMlw vs. Vasantami Dwarbdu (1956) 29 I. T. R. 857 (Bom.
bayH. C.) 
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on appeal etc. such income is held to belong to that person. 
A safeguard has been provided to the effect that the pro
vision will be applicable only where the other person against 
whom the assessment_ is now proposed to be made, was 
given an opportunity of being heard before the basic order 
t that is, the order passed in appeal etc. on the basi!:i of 
which the assessment is now sought to be made) was 
passed. 

Notes to clause 161. 

General.-Existing sec. 35(1) deals with three thingl; :

(i) the power to rectify mistakes; 

(ii) the period within which such redifiCation can be 
made; and 

(iii) the procedure (i.e., the issue of notice etc.) tb be 
followed. 

For the sake of clarity, these three things have, in the 
draft, been split up •into separat.e sub-clauses. 

• The second Proviso, which bars action in respect of 
orders passed more than one year before tlie comm1· nce
ment of the Indian Income-tax (Amendment) Act, 989, 
has been omitted, as obsolete. 

Sub-dause (1).-The variows authorities that can aJ1)end 
their orders have been dealt with separately in paragr,phs, 
(a), (b) and(c) along with the nature of ~he orders thaU can 
be amended by each authority. 

Since the order under this section is essentially ini the 
nature of an amendment, the phrase "with a view to :Eti~ 
fying any mistake ........... the ............ may am.end') has en 
used. Incidentally, this has enabled the use of the ort 
expression "amendment" in SUbsequent sub-clauses, ~bus • 
avoiding the lengthy expression "rectification oi mistakes". 

Sub-section (2) of -section 35. relating to the rect~ca
tion of mistakes by the Appellate Tribunal, has been ~it
ted since the Tribunal is proposed to be abolished. 

Sub-clause (2).-The verbal .changes are consequef.tial 
on the scheme adopted in the dmft to break up section (1) 
into various sub-clauses (See notes above under the ead 
"General"). • 

Sub-clause (3).-Apart from verbal. changes which are 
consequential, the words "or otherwise increasing the lia
bility of the assessee" have been added to make the pro
vision comprehensive. 

Sub-clause (4),-Tllis is ne:w. and embodies a praf· ice 
followed even now, and is al .. .necessary as an appe ia 
now provided. , 
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Sub-clause (5).---does not need any comments. 

• Sub-clause (6).-does not peed any comments. 

Sub-clause (7).-The verbal changes that have been 
made are consequential. 

Notes to clause 162. 

General.-'For the sake of clarity, the various special 
cases of rectification, dealt with in existing section 35(5) and 
subsequent sub-sections, have been embodied separately in 
this draft clause. 

The wording of existing section 35(5) etc. is not happy. 
The words "shall be deemed to be a rectification," creating 
an artificial fiction, have been replaced in the draft by 
words conveying the substartce-that the Income-Tax 
Officer has power to amend. 

The provisions contained in exist;ing sub-sections (6), 
(7) and (10) of section 35 have been omitted, for the reason 
that no scope for the applicati(pn of anf of these provisions 
would remain in respect of •ssessments rnade under the 
new Act. The new Act will awly only to assessment years 
subsequent to its enforcement. Thus, any recomputation of 
total income consequential on assessment or modified assess
ment of excess profits tax or business profits tax under sec. 
tion 35(6) will be confined to cases arising under the old 
Act, that is to say, for assessment yeat11 prior to the enforce. 
ment of the new Act. The reason is,· that neither excess 
profits tax nor business profii. tax is in force now, and it 
is only for past assessment years that these taxes have any 
relevancy. Similarly, the recornputatioµ of the total income 
of the share-holders consequential on th.e modification of the 
assessment of the company under secf:.ipn 2::SA, will rieces-
sarily be in respect of assessment years prior to the new 
Act. The reason is, that section 23A (ai it stands in the pre
sent Act as amended up-to-date and as embodied in the 
draft) does not have any relitvancy on the assessment of 
the total income of the share-holders. Any action under sec
tion 35(7) will be confined to past as~ent years. On the 
same reasoning, any action under sectt,on 35(10) will neces-
sarily be relii.ted to the assessment years prior to the new 
Act, since the recomputation of tax {by reduction of the 
rebate) under that sub-section is applrable only in respect 
of the assessment years 1948-49 to lfi34:-55. These sub-see
tions have, therefore, been omitted. 

Sub-clause (1).-The following di:afting changes may 
be noticed : - • 

(1) Section 35(5), as it stands at present, creates an 
ambiguity, namely, whether the words "where ........... .it is 
found on the assessment or re-assessment of the firm" are 
to be linked up with the words "under section 31, section 
33" etc. The intention, obvior, is ~ the assessment or 
re-assessment need not have n llUf'~ under the specific 

I I ' ' . 
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sections referred to in the sub,-section. This has been made 
clear in the draft, by separating the situations into para
graphs (a) and (b) in this sub-clause; 

(ii) reduction or enhancement of income resulting from 
an amendment under secti,on 35 itself is not at present 
covered by section 35(5). This has now been added in the 
draft; 

(iii) as already explained in the notes under the clause' 
corresponding to existing section 35(1), action under sec
tion 35 is essentially in the nature of an amendment. Fur
ther, the extension of the provisions of section 35(1) to the 
special cases de.alt with in section 35(5) and subsequent 
sub-sections is purely artificial, and it would be better if 
the word "rectification" is not used in respect of these 
special cases. Hence the word "amendment" has been used • 
in this and the subsequent sub-sections ; 

(iv) the existing sub•section speaks of the period 
"referred to" being "computed" in a certain manner. Sec
tions 35(8), 35(9), etc., however, speak of the period "speci
fied" being "reckoned" from a certain date. For the sake 
of uniformity, the expressions used in section 35(8) have, 
i.n the draft, been used in all the sub-clause_s. 

Sub-clause (2).-This is new. The existing section is 
silent on the question whether an order similar to that 
under section ~5(5) can be passed in the case of a member 
of an association where the assessment of the association 
itself is revised. It seems desirable to add such a provision, 
and this sub-clause is intended to achieve that object. Since 
the provision is new, a proviso has been added to save the 
rule contained in existing section 14(2)(b) which enacts 
that tax is not payable by an assessee on any amoµnt on 
which the tax has already been paid by the association. 

Sub-cl.ause (3).-The only change that requires explana
tion is the omission of clause (b) of existing section 35(8). 
This clause is meant for a case·where a company is assessed 
under section 23A and in consequence it becomes necessary 
to compute or recompute the total incomt of the share• 
holder. As already explained above, section 23A (as it 
stands in the present Act as amended up-to-date and as 
embodied in the draft) has no relevancy now on the income 
of the shareholders. Clause (b) of section 35(8) has, there
fore, been omitted. Other changes are consequential. 

Sub-clause (4).-Existing section 35(9) provides that 
where a company does not ;,ay the tax on its profits "within 
three years after the financial year in which the dividend 
was declared", the Income-tax Officer may proceed t.o re
compute the amount of tax deemed to have been paid by 
the shareholders. This presupposes that the assessment of 
the company has taken place and the company has failed 
to pay the tax. There may, however, be cases wher~ the 

1 Clause 161. 



419 

the assessment of the company itself is delayed. In such 
-cases, it would not be proper to ms1st that the company 
should pay the tax within three years from the year in 
which "the dividend was declared". It wOuld seem desira
ble to allow, in such cases, a period of at least one year 
from the end of the financial year in which the assessment 
,of the company is made. Necessary alteration has been made 
in the draft sub-clause on this point. Other changes are 
verbal and consequential. 

Sub-clause (5).-This embodies existing section 35(li) 
'introduced by the Finance Act, 1958. 

Sub-clause (6) . .:_This is new. C86es sometimes arise 
when an assessee claims deduction for a bad debt in res
·pect of a particular previous year, and the Income-tax Offi
cer is of opinion that the deduction should have been 
claimed for an earlier previous year. Under the existing 
law, the assessee cannot obtain any deduction for such 
earlier years. The draft sub-clause is intended to remove 
this hardship by conferring the necessary power on the 
Income-tax Officer. 

Notes to clause 163. 
' 

This reproduces existing section 29. The words "or 
other pe.rson" have been omitted, since the definition of 
·"assessee", even in the existing Act, covers all persons by 
whom any tax etc., is payable. Moreover, in cases where A 
is liable to pay tax on the income of B, A will either be a 
··'representative assessee",' or othei:: person who would fall 
·under the definition of assessee. 

Notes to clause 164. 

Existing section 24 (3) has been embodied here, since it 
't'.3eals with the steps consequential on the assessment of 
the income of assessee. Instead of the words "to have set 
off" the words "to have carried,forward and set off", have 
·been substituted, for the sake of precision. 

Notes to clause 165. 

Existing section 23 (6) has been placed here, since that 
;again deals with a step consequential on assessment. 

The existing words ''whenever the.Income-tax Officer 
makes a determination in accordance with the provisions 

,of sub-section (5)" have been replaced . by the words 
"whenever a registered firm is assessed. or an unregistered 
firm is assessed under section ............ ", since the existing 
words do not correctly describe the nature of the action 
taken by the Income-tax Officer. In essence, the Income
tax Officer makes an "assessment", as ij; ,clear by the words 
"the total income ............ shall be ~ed" in section 23 

1 Jlidt Chapter on Liability in sJ>Cclal:cuet- • I 
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(5) (a) (ii) and by the words "in the case of an unregistered 
firm, the Incom·e-tax Officer may ............ proceed to assess 
the total income" in section 23 (5) (b). 

Notes to clause 166. 

The various kinds of returns submitted in respect 
of salary, dividend etc., have been dealt with here in one 
clause. 

Sub-clause (1).-Existing section 20A, dealing with_ 
the return to be submitted by a person paying any interest, 
says that the return is to be furnished to "prescribed ofli
cer". Rule 43A of the rule§ made under the Act provides 
that the return shouki be made to the Income-tax Officer 
in whose jurisdiction a periOn responsible for paying in-• 
terest resides. It would be convenient if this rule is em-
bodied in the section itself. One modification, however., 
seems desirable to be made in the rule while embodying: 
it in this section. The return should be furnished to the 
Income-tax Officer having jurisdiction to assess the person 
submitting the return, (that is, irrespective of the residence 
of such person) so that the Income-tax Officer can verify 
the items during the course of his examination of accounts: 
without any additional labour. The necessary addition has~ 
therefore, been made in the draft sub-clause. 

Sub-clause (2).-Clause (a) of existing section 21 pro
vides that the retur'n to be furnished in respect of salaries 
should contain the name etc., of \he person who receives the• 
salary from the "authority, company" etc. It is silent fibout 
a person receiving salary from the Government, . even 
though the opening line of the section says that the· prei;
cribed person in the case of "every Government Office" 
has to submit the retqrn under this section. This lacutia has 
been supplied in the draft. 

No addition is proposed in respect of foreign Govern
ments as it may be difficult to enforce the requirem,nt of 
return from such Govemment.s. • 

Clause (b) of section 21 speaks of the amount Qf the
income "so received or so due'' "by" each such }ierson 
(that is, the person receivinf salary). The clause, as it 
stood before its amendment in 1939, spoke only of income 
"received by" such person. The words "or so due" J~ere 
added in 1939 to cover the case where salary has blfCome
due. At the time of the limendment, however, a smal~ ;ram
matical inaccuracy. stems to· have crept in. The nfcome
was described as income "due by" such person while [what 
was intended, obviously, was income due "to" such ptrson
Necessary verbal changes have. therefore, been mal:ie in 
the draft to remove this inaccuracy. 

Sub-clause (3).-This does not require any com$ents_ 
The provision contained in ~isting section 58T has been. 
referred to here, in vfew of ·if~ subject-matter.' t 

Cf. draft claiue 314 abt. 
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Notes to clause 167, 

This embodies existing section 20. rb.e words "or that 
no tax is payable" have been added to deal with a situaM 
tion not covered by the Act-namely, where the company· 
is not taxable for the year concerned. 

General 

CHAPTER XV 

LIABIL1TY IN SPECIAL CASES 

Notes to clause 168. 

Existing section 24B is meant to deal with the case or 
death of the assessee and the proceedings to be taken 
against the legal representative. The 4mguage of sub
section (1), however, is not direct enough to bring out in 
proper perspective the main idea behind this section. Fur• 
ther, it does not deal step by step witQ the various stages. 
at which the proceedings might. stand at the time of death. 
In the draft, therefore, verbal alterations have been made 
in order to make it clear that the following possible situa- • 
tions are to be covered by this section :-

(1) where a person dies before any proceedings for 
assessment of his income have been commenced ; 

(2) where proceedings for assessment have been com
menced by the issue of notice, -b.ut the assessment 

• has not been completed ; 

(3) where proceedings for fl.Ssessment have been com
pleted, but the notice of demand has not been 
served, so that no "arrears" have come into being; 
and 

(4) where assessment has already. l>een made and the
notice of demand also served, but the actual reali
sation of the tax has not been' completed, so that 
the amount of the tax is in "arrears". 

Sub-clause (1).-It has been made tlear that the liabi
lity of the legal representative is to be arrived at "in the 
like manner and to the same extent~ as the deceased. 
Compare existing sections 40 (1) and 41 (1). 

Sub-clause (2).-This is mainly in~ended to preserve 
the continuity of the proceediags andi t:p ensure that all 
the possible situations referred to in tlte· beginning of the 
notes to this clause under the head "Gtneral" are covered 
by the combined operation of sub-clauses (1) and (2). 

Sub-clause (3).-This is intended to remove any doubts 
as to whether a legal representative is or is not an assessee. 
It has to be read with the draft definitlcm of assessee and· 
the notes thereto. Compare als. the I, .wQrds of existing 
section 24B (2), "as if such e ecutor.· .; .......... were the-
assessee". 
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Sub-clause (4)-is intended to apply, to legal- re,. 
presentatives, certain useful frovisions which have been 
mcorporated in the group o sections dealing with "re
presentative assessees". 

Sub-clause (5)-does not need any comments. 

Sub-clause (6)-does not need any comments. 

Notes to clause 169. 

General.-The assessments under existing sections 40. _ 
41 and 42 (1) are really "representative assessments" as 
.they are styled under the South African Income-ta'< Act. 
This will be clear from the following analysis :-

(i) Section 40 (1) relates to persons under disability. 
lhe persons under disability enumerated in the section 
are, "minors, lunatics and idiot.s". In these cases, the 
guardian etc., of the minor, or the manager or committee 
of the lunatic or the idiot would have no ownership-in the 
property or income. The income really belongs to the per
sons under disability, and all that the sections provides 
is a machinery for enfg:i;;_cing the liability of the incapa
citated person. The tax is recoverable from the guardian etc. 
m the like manner and to the like amount as it would be 
leviable upon the person under disability if of full aje and 
in direct receipt of the income. This is a case where income 
received by the guardian etc., on behalf of the incapacitat
.cd person is taxed in the hands of guardian etc., and can 
therefore be treated as a representative assessment. 

(ii) Section 40 (2), dealing with trustees or agents of 
non-residents, also limits the liability of the trustee or 

• ·agent by the words "in the like manner and to the same 
amount" as the liability of th.e beneficiary if in direct 
receipt of the income. Here again. the income which a 
trustee etc. received on behalf of the beneficiary is taxed in 
the hands of a trustee etc. It is therefore a representative 
assessment. 

(iii) Secion 41 relates to ip.come received on behalf of 
;a beneficiary by the Court of wards, Administrator-General, 
the Official Trustee. trustee appointed under a ~d of 
trust etc. The section makes these persons liable, to be 
assessed in respect of income received by them "on 'behalf 
of" the beneficiary ~nd "in the like manner and to the 
same amount" as the beneficiary. (There are two ptovisos 
which are not relevaht for the purposes of the presetit dis
,cussion ). The assessment is thus a representative one. 

(iv) Section 42 relates to the agent of a non-resident 
and empowers the department to treat the agent as the 
assessee in respect of tax leviable on certain income ~of the 
non-resident deemed to arise in India. The income does not 
belong to the agent, but, for facilitating the collection of 
tax he is made lia!?le and ''is deemed to be the assessee 
.for all the purposes" 'of the Act. He is thus a represe•tative 
.assessee. I 

• • I 

I 
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It would, therefore, contribute to clarity if all these
provisions are simplified and t11eated in a uniform manner~ 
The substance of these provisions is the same, namely, that. 
the tax is leviable and reCoverable from A even though nor
mally it would be recoverable and leviable from B. The 
treatment of all these provisions in one section will also, 
avoid the unnecessary repetition of the words '·the tax 
shall be leviable and recoverable" or words like " ..... . 
shaJl be deemed to be the assessee" etc. 

The scheme adopted, therefore, is to collect these pro
visions at one place (in so far as the rules applicable are 
common to all the cases), under the head "Representative
assessees". 

General Scheme of sectioi;s re~ating w representative 
assessees. 

The group of sections begins with definit!ons, followed 
by the substantive provisions defining the liability of 
the r1~presentative. Special provisions applicable only to. 
special classes of rep'resentative assessee;i are placed at the 
end. 

Assistant has been taken from the South l\.frican 
Income-tax Act in framing these provisions. The following. 
sections of that Act have been drawn upon :-

Section 69.-Definitions. 
Section 70.-Liability ·of representative assessee. 
Section 71.-Right of representative assessee to recover-

the tax from the beneficiary. 
Section 72.-Personal liability of representative-

assessee in cases where he parts with. 
the estate without making provision for· 
tax. 

Section 75.-Remedies of the department against pro-
perty with agent or trustee to be the same
as the remediQS against the property of the 
principal or the beneficiary. 

Sub-cla1.1:se (1) 

Item (i).-Existing section 42(1), main para, latter part .. 
making the agent liable for the tax on certain income of 
non-resident, has been incorporated here. (The earlier part 
of the main para of the section has already been incorporat
ed in the group of sections relating to deemed income). The 
first prl'.l!Viso to section 42(1) has been dealt wi'th in a 
separate clause in this Chapter, while the second and third 
provisos have been embodied in another separate clause-

• in this Chapter. 

Existing section 42(2\ has already been incor!)Orated 
in the Chapter re:lating to proyisions ~gainst avoidance of 
liability to income-tax, while ~on QS) has been incor
porated in the group of sectio°'! relatin ,o deemed incomes_ 
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Item (ii).-This repreSents a part of existing section 
40(1). There seems, however, to be no reason why there 
should be two provisions, one in section 40(1) and the other 
in section 41(1), for trustees. Convenience requires that all 
trusts should be dealt with in one section. Accordingly, the 
reference to trustees in existing section 40(1) should be 
omitted. This will, of course, lead to the result that oral 
trusts not covered by section 41 will nof be covered by 
the new provision. However, this would not create any 
practical difficuhies, as the trustee will be still chargeable 
under the main charging section, namely, section 3 ; more
over such instances will be very few. As a matter of 
fact, it becomes difficult to administer existing section 
40(1) in the case of oral trusts; in the first place, it· is not 

··easy to verify the existence of a trust, and in the second 
place, even if the trust is ascertained, it is not easy to find 
out with certainty the shares of the beneficiaries. Oral 
trusts should not, it is suggefited, be included in the ambit 
of the provisions relating to representative assessments. 

Existing section 40(2) will be covered by another 
clause that follows in this chapter, defining "agent" in 
relation to non-residents. 

Items (iii) & (iv).-Existing section 41(1) has be1tn bro-
keQ. into these two items, for the sake of clarity. Ttustees 
or authorities appointed under law. like the Official trustee, 
the Administrator General, the Court of wards, or receivers 
or managers appointed by the court have been dealt with 
in item (iii), while trustees appointed under a truat deed 
have been dealt with in item (iv). In both the ittms, it 
has been made clear that income which the trustee, the 
court of wards etc. receives in fact would be also go\>'erned 
by the item, vide the words ''receives or" added befqre the 
words "entitled to receive". This change has been made on 
the lines of existin~ section 40(1). 

Sub-clause (2).-This sub-clause is intended to niake it 
clear that the p~ons liable as representative assessees are 
to be deemed to be assessees. This will place them within 
the scope of "assessee" as proposed to be defined :in the 
draft. (vide also notes to clause 2, definition of "ass~ee"). 
Existing sections 40(1) and 41(1) achieve this result -~y pro
viding that the tax shall be leviable from the guardi♦n etc., 
while existing section 42(1) main para last words, sttaight
away provides that the agent shall be deemed to jbe an 
assessee. 

The sub-clause adopts the method used'in sectioq. 42(1). 

Notes to clause 170 
General.-The liability of the representative assE$Ssee is' 

dealt with in this section. The notes to the clause d~fining 
"Representative assessee•· may also be perused as to the 
general scheme of these sections. 

Sub-clause (1).-A unif4rin provision has bee~ made 
-as to the nature andtxteat C!l" 1Jte liability of the rep~ta-
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tive a$Sessee. The existing sections on the subject, i.e. sec
tions 40(1), 41(1) and 42(1), express themselves in different 
ways; for example, section 40{1), after Providing that the 
guardian etc. is to pay the tax ( vide the words "the tax 
shall be levied ............ ") goes on to say that "all the pro~ 
visions of this Act shall apply accordingly". Section 40(2) 
.also employs the same language. Section 41(1) is also 
on the same lines. Section 42(1), main para, last line, pro
vides that the agent "shall be deemed to be for all the 
purposes of this Act, the assessee" in respect of the tax 
payable by the non-resident. 

It is desirable that this diversity of language be replac
ed by the same formula· for all these cases, since such 
diversity unnecessarily causes confusioo and gives rise to 
doubts as to whether any difference in substance is intended 
or not. Draft sub-clauses (1) and {2), therdore, make it clear 
that the representative assessee is subject to the same 
duties, liabilities etc. as if the income were his own income. 
1t further provides that he is liable to assessment in his 
own name. The category under which he iS to be assessed 
and the computation of Jax, however, are to be governed 
by the priniciples that would have been applicable to the 
beneficiary himself, and thi~ has been made clear in the 
draft. 

The words "representative capacity" will, incidentally, 
remove one lacuna existing in the pt:f!sent Act. When _a 
trustee is charged in respect of income of the trust in his 
hand, the question might arise whether his individual in
come derived from his person4} propetties can be included 
in the same assessment. In other words, the question is, 
whether the assessment of a trustee qui-trustee is to be kept 
completely separate from his ~essmem in his private capa
city. On principle the two sh~uld be kept separate as the 
capacities are different, but tbere is ii.o provision in the 
present Act giving clear guidance on this point. ThJ:!! words 
"representative capacity only'', as used in the draft sub-
clause under discussion, will make tht position clear. 

Existing section 41(1) etc. are limited to "tax". The 
position regarding penalt"y or any other sum due under the 
Act should not, however be different, and the provision as 
<lrafted will cover penalties apd othet sums also. 

Sub-clause (2).-The provision that a representative 
is liable only t? the extent of the asse:p,with him ~t Prf:sent 
appears only m the case of a legal ·presentattve liable 
under section 24B(l). There is 1howe.v po reason w}_ly this 
protection should not extend to representative assessees, 
such as guardians, trustees, agents, ete. It is therefore put 
in a general form in this sub-elause. {There are, of course, 
special remedies available against certain representative 
assessees, which have been saved in the draft clauses on 
the subject that follow in this Chapter.) 

Sub-clause (3).-Persons~· ble as :r~presentative asses
sees, especially as trustee,-~ ·an~. r . ager etc. (i.e. the 
asse.ssees governed by eXtSt sec ; 40 and 41) are, at 

I 
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present, liable to be charged directly under section 3 also. 
In any case, the absence of a specific provision lends sup
port to the opinion expressed by some commentators that 
the Act leaves an option with the Department to assess 
the trustee etc. either under section 3 or under section 40 
or 41. Since assessment under section 3 might be more 
onerous than under section 40· or 41, it seems desirable to 
make it clear that it is obligatory on the Department to 
apply the provisions of sectio11s 4Q and 41 in cases where 
they are applicable, leaving the general liabllity under sec
tion 3 to be applied only in cases which are outside sections 
40 and 41. The draft sub-clause under discussion is intend
ed to achieve this object. 

Notes to clause 171 

Sub-clause (1).-This is new. The principle of the sub
clause however is not controversial and is therefore embodi
ed in the draft on the lines of section 71(1) of the South 
African Income-tax Act. 

Sub--clause (2) and (3).-Existing section 42, second and 
third provisos, lay dqwn a procedure whereunder the agent 
of a non-resident can approach the Income-tax Officer for 
the issue of a certificate stating the amount to be retained by 
the agent for discharging his estimated liability in respect 
of tax on the income of the non-resident. This provision can 
be usefully extended to all cases of representative assess
ment, and has therefore been embodied in the draft sub~ 
clause under discussion. 

Notes to clause 172 
This is new and is based on section 72 of the South 

African Income-tax Act. In a sense, it is a corollary of 
the provision in the main clause' relating to the liability 
of a representative assessee, to the effect that he is Jiable 
only to the extent of the estate and in a representative 
capacity only. If the representative assessee 9arts with the 
assets without making proper payment of tax, it is but fair \ 
that he should personally become liable. 

(The South African Act, of course, includes even a 
case where the representative assessee alienates, charges or 
disposes of the income in respect of which the tax i$ cHarge
able; in South Africa the tax is payable on the income of 
the current year itself. Since, however, the scheme of the 
Indian Act is different, this part of the South Africq. sec
tion has not been incorporated "in the draft clause µn.der 
discussion.) 

Notes to elattse 173 
Sub-clause (1).-The definition of "agent", given in this 

sub-clause, is based in substance on existing section 43, 
main para, but assistance has been taken in drafting it from 
~he language of the Ceylon Income-tax Ordinance'. 

i Draft clause r 70-
• Sect.ion:35, Ceylon lrMfome- tu Orclinance. 
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Paragraph ( d) embodies section 40(2) in a brief form. 
It seems unnecessary to treat tbe case of a trustee of a 
non-resident separately from. the agent of a non-resident 
o~ _to devote a separate section to it. In substjplce, the lia
bility of the trustee (when the beneficiary is a tron-res1denO 
.hould be the same as that of the agent. 

Existing section 43, main para, contains the words 
"upon whom the Income-tax Oflicer has caused notice of his 
intention to treat him as agent" to be served. Since a pro
vision for giving opportunity to the agent is already con
tained in section 43, second pnwiso, (vicle draft sub-clause 
(2)), these words are unnecssary and ha-.re, therefore, been 
omitted in the draft. 

The words " ........... shall ............ be deemed to be such 
agent" have been replaced in the draft by the words 
"agent ........... .includes ........... ". A definition in the form of 
enumeration having been adopted in the draft, the form had 
to be changed. 

Existing section 43, Explanation, has been embodied in 
the Explanation to draft sub.clause, with the addition 
of the words "or relinquishment" on the lines of existing 
section 12B. The reference to the date 26th day of February, 
1947, has been omitted as unnecessary, since the new Act 
will apply only prospectively, that is, for asses~ment years 
subsequent to the commencement of the new Act. 

Section 43, 1st proviso, has been embodied in the pr<r 
viso to the· draft sub-clause. An attempt has been made to 
make the language less involved, by opening the proviso 
with a reference to the "broker", instead of beginning: with 
the word "transactions" as the existing proviso does. 

Sub-clause (2).-Existing section 43, 2nd Proviso, has 
been embodied here, with the additiOQ of the words "to 
be treated as such" at the end in order to make the pro-
vision more precise. 

Notes to clause 174 

The first proviso to section 41(1) has been split up into 
paragraphs, for the sake of clarity. The position in respect 
of income-tax has been stated separately from the position 
regarding super-tax, since the provision that the tax shall 
be levied at the maximum rate does not apply to super-tax,. 
see existing section 58(1). 

[The latter part of the Proviso, of course, must t,e. 
taken as applying to su~a:s:: also-, and this has been 
made clear in the draft, vide sub-clause (b).] 

The latter part of the Proviso is, obviously, an excep,, 
tion to the earlier part of th~~·, d not to the main 
para (part) af the sab-section. . • lis, whe,e la 
earlier part of the proviso - • ~ lallff ,-t 

28-J LawCom. 58 , ,, , 
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also does not apply. The draft makes this clear by treat
ing the latter part as an item-item (i) in the draft-falling 
under the earlier part, i.e. under sub-clause (a) of the draft. 

One imptrtant change has been made in the substance 
of the existing provision. Section 41(1), 1st Proviso, (dealing 
with the case where the income is not specifically receiva
ble for one person or where the shares are unknown) pra
vides that income-tax shall be chargeable-

(i) where the beneficiaries have no other personal 
income, and none of them is an artificial judicial 
person, then at the rate applicable to an associa
tion; 

(ii) in other cases, at the maximum rate. This provi
sion leads to an anomaly. Where a beneficiary 
has even 1 Rupee of other income, the income 
becomes chargeable at the maximum rate. More
over, the provision is not simple in its working. 
The draft, therefore, proposes a provision where-
under the tax will always be at the rate appli
cable to an association, except in cases where 
the income is received by a beneficiary and the 
Income-tax Officer desires to charge income-tax 
at the rate individually applicable to him'. 

Notes to clause 175 

Existing section 41(1), 2nd proviso, has been embodied 
in this ·clause, which does not need, any comments. 

Notes to clause 176 

This is new and has been introduced on the lines of 
section 75 of the South ,African Income-tax Act, in order 
to make it clear that the fact that a person is holding cer
tain property as a representative assessee (and not as the 
beneficial owner) does not affect the remedies available to 
the department against the property,. 

Notes to clause 177 

Existing section 41(2) provides, in effect, that though 
a Court of Wards, Official trustee, trustee appointed under 
a deed etc. is assessable as representing the beneficiary, the 
direct assessrrient of the beneficiary is not barred. There is 
no reason why this principle should not be applied to all 
representative assessees, and the rule has, therefore. been 
-embodied in this clause, which will be applicable to all cases 
of representative assessment. 

1 The Subject hu been disecus,ed by the Taxation Enquiry ComQliqion, 
Which however, did not faV01': any chauF See T. E. C. Report (1953•5+), pt. 
ll,Cb. VIII para. 9 to 11 .. pllJe_ 107. · 

! 
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Notes to clause 178 

This is new and is intended to state the position re
garding tax in respect of the estate .of a dece?sed person 
ia the hands of the executor. The clause, of course will be 
confined in its application to income derived after death. 
Income in respect of the period up to death will be governed 
by existing section 24B, which has already been incorporat
ed in the draft clause irl. this Chapter relating to legal re
presentatives. 

The clause has been drafted on the lines of the relevant 
provision of the Ceylon Income-tax Ordinance.' 

Notes to clause 179 

This is consequential on the new clause introduced in 
the draft laying down the liability of the executor, and 
will authorise the executor to recover the tax from the 
persons to whom the estate is to be distributed. 

Notes to eta.use 180 

General.-Existing section 26(2), which deals with the 
case of succession to business, profession or vocation, raises 
a number of difficulties, and the language of the section has 
not escaped criticism'. Some difficulty is created by the 
words ·'where a person carrying on a business. . ..... has 
been succeeded in such capacity". The exact significance of 
the words "in such capacity" is not clear. The observations 
ot the Privy Council' indicate that what is in
tended is. that the business etc. should continue to be 
carried on by the successor. A person who becomes merely 
a successor (in the sense that he gets the legal ownership 
of the business etc. but does not actively continue the busi
ness etc.) would not be governed by this section, since in 
his case there would not be any income after the date of 
succession. The wording of the section, therefore requires 
some change to make this intention clear. 

For the sake of simplicity, section 26(2) has been split 
up in three sub-sections in the draft. 

Sub-clause (1).-Apart from the changes explained 
above. the following drafting changes have been made :-· 

(1) The existing words ''person succeeded" and "person 
succeeding" cause a slight confusion, since it is not clear 
whether the predecessor is -intended or the successor is 
intended, and some effort has to be made to remember the 
person intended to be covered. The expressions "predeces
sor'' and "successor" have, therefore, been used in the 
draft in place of these words. 

Set Sections 11 (10) and 11 (11) of the Ceylon lncome•tax Ordinance. 
1 Set observations of Madhavan Nair J. in Ju/flldi Kesava Rao vs. C./.To 

(1935) 3 /.T.R. 339,343 {Mad.). . 
~ Malwajodliiroj of Darbfumga vs. C.1.T. Bili• -tad Ori.ua {1934) 2 /.T,"A., 

34~, 947, s,18 (P.C.)-61 I.A. 31•1.I,. R. •~Pat.~--



(2) In order to explain the effect of this section more 
clearly, clauses (a) and (b) have been added in the draft 
to provide that the income upto succession is assessable on 
the predecessor and the income after succession is assess
able on the successor. Incidentally, the use of the words 
"income of the previous year up to succession" will also 
make it clear that the previous year talked of is the pre
vious year in which the succes,ion took place. 

Sub-clause (2).-The words "year in which succession 
took place" have, in the draft, been prefaced by the word 
''previous". For the sake of clarity, the latter half of sec
tion 26(2), Proviso, has been dealt with in a separate sub
clause, see draft sub-clause (3). 

Sub-clause (3).-In existing section 26(2), Proviso, latter 
half, which provides that the tax in respect of the "assess
ment. .assessed on the person succeeded", shall be 
payable by the successor, the wording does not sound well ; 
the recurrence of "assessment" and "assess" can be avoid
ed. The language has, therefore, been altered in order to 
make the intention clear, though this has resulted in a 
slight elaboration. 

Sub-clause (4).-Existing section 25A, sub-section (2), 
deals in part with the case of succession, though that sec
tion mainly deals with the partition of a Hindu family. The 
portion dealing with succession has been incorporated in 
this sub-clause, for reasons already explained in th~ notes 
to the dr~ft clause' dealing with partition of Hindu families. 

The words "where any person has succeeded to a busi
ness.. . . . .formerly carried on by a Hindu undivided 
family whose joint family property has been partitioned 
on or after the last date on which it carries on such busi-
ness ........... " in existing section 25A(2), do not give out 
the intended meaning easily. What is intended is, that there 
is first a succession to the business of a family, and simul
taneously with the succession or subsequent thereto there 
is partition of the family property. This has been stated in 
more direct language in the draft sub-clause under discus
sion. It h.as also been made clear that it is the income upto 
the date of succession which is to be assessed in the manner 
provided in the section relating to partition. Income sub
sequent to succession will be taken care of by existing sec
tion 26(2), and this has also been made clear by the words 
"but without prejudice to the provisions of this section'1 at 
the end of the draft sub-clause. 

Notes to Clause 181 

Ge-neTal.-Existing section 25A is really intended• to lay 
.down the proposition, that until there has been a complete 
partition of the joint family plJ)perty and tM Income-itax 
Officer records a fin~ to tJ1f¢ effe;ct, the family $hduld 

1 S#-nota to draft ClaUN l~I, (4). 
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be treated as joint and assess€1f as a Hindu undivided ·fami
ly. The way in which the section begins, however, clouds 
the main proposition, because the section begins with pro
cedural matters and relegates the main proposition to the 
last sub-section. The various sub-sections have, therefore, 
been re-arranged in order to emphasise the main proposi
tion contained in the section. 

Sub-clause (1).-It has been held by the Privy Council' 
that section 25A applies only where there is a total parti
tion. This is certainly the position under the e~isting sec
tion. But it would be desirable to apply the procedure con
tained in the section to partial partition also. The draft, 
therefore, makes this alteration in the section, with con
sequential changes. 

Sub-clause (2).-The proviso to section 25A(l) has been 
combined with the main para. 

Sub-clause (3).-ProviSion has been made that the In
come-tax Officer, while passing an order under this sectiDn, 
should record a finding as to the date of the partitiDn. This, 
besides avoiding many complications, will facilitate the 
assessment for the periods before and after partition. 

Sub-clause (4).--Some confusion is caused by the 
language of existing section 25A(2), which, whiJe opening 
with a reference to a case of partition, goes off at a tangent 
to deal with the case of succession. For the sake of clarity, 
these two cases should be dealt with separately, even though 
the substantive rule to be app,ied may be the same. Draft 
sub-clause ( 4) confines itself to partition. Succession is dealt 
with in the separate clause' corresponding to existing sec
tion 26(2). 

The existing provision in section 25A(2), main para, to 
the effect that the Income-tax Officer shall make aSt'less
ments on the members or group of members accordingly 
'·in accordance with the provisions of section 23"' creates an 
impression that a special assessment for the purposes of 
this section has to be made on the member etc. This is, 
however, not the intention. The section is merely intended 
to lay down the liability of the members for pre-partition 
income, and does not require that the assessment made in 
pursuance of his liability sht>uld be made separately from 
the individual assessment of each member. This part of 
the sub-section has, therefore, been omitted. 

There is some amount of confusion, in existing section 
25A(2), as t:> how far a member (or "group of members") 
is liable for pre-parti•.ion tax. While the main para. of that 
sub-section says that each member .is liable for a "share of 
the tax on the income so aasessed" according to the por
tion of the joint family pr~erty allotted to him, the prer
viso says that the liability sJ,.all be "iqint and several". The 

1 SimdarSin.111 M,Vdlda'& ~- (19F) 10 J.T.ji~: 457-P. C. 
If s,, draft C -~ 180(4). l I '. . 
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position is not quite clear. The intention, however, seems 
to be this, that a member is jointly and severally liable, and 
that for the purpose of computing his "several" liability the 
property received by him is to be taken into account. To 
make this clear. the language of the proviso has been modi
fied and the position has been stated in a different form in 
the draft. For clarify, cases of partition during previous 
year have been dealt with separately from the cases of 
subsequent partition. 

In order to make the sectfon comprehensive, partial par
tition has also been dealt with, as pointed out above in the 
notes under sub-clause (1). The words "total income receiv
ed by . the family.. . . .... shall be assessed", will, in 
relation to partial partition, have the effect of including the 
income received by the family in the assessment of the 
family even after the partial partition. 

Sub•clauses (5) and (6).-See under sul>-clause (4) 
above. 

Sub•clause (7).-This is new. The rule embodied in the 
draft is, that where a family was carrying on a business at 
the time of partition, the assessment may be made by the 
Income-tax Officer of the area in which the principal place 
of business was situated before the partition; in other cases 
the place of residence of the last manager will govern the 
decision of the question. 

Sub-clause (8).-This is new. The existing section is 
silent as regards penalties and other sums'. The sub-clause 
is intended to make the position clear. 

Explanation.-Clause (a) of the Explanation is intended 
to codify a rule already established. Section 25A applies only 
where there is such division of the propnty as its nature 
admits of; mere severance of status does not fall under 
this section". This is also clear from the words "allotted 
at the partition" in existing section 25A(2). 

Clause (b), defining "partial partition", does not need 
any comments. 

Notes to clause 182 

General.-All the provisions relating to shipping busi
ness, as contained in sections 44A, 44B and 44C, have been 
placed in one clause 

The provisions have been re-arranged so as to state the 
liability first, followed by the method of assessment, excep
tion. and savings. 

Cf. C./.T. vs. Sanithw SIUI. (1955) 27 I.T.R.. 307, (Patna). 
Raju Chetlinr and «hers v. Collecti,, of MadrM,(1956) 29 I.'[ .R.24t (Madt4J). 
M. Subba Rao vs. C.T./. Hyderabad, (1957) 31 I.T.R. 867 (Andm'a). 
BtWidlrar DhaNJhaniaand ll4lllher v. C.LT. (1944) 12 J. T. R.. 126. 
GurdlwlndtM T. M(lllga/,Jas "· C./.T. (1943) 11 f.T.R. 183. 
Jagam,atfl Ram, v. C./.T. (1951) 19 LT. R.. 353 .. 
Bhiffl Raj Bmui Dltor v.CJ.T. (1954), 26 I. T. R.. 185. 
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Sub--clau.se (1).-The expression "financial y~ar" has 
been substituted for the expression "year", for the sake of 
precision. 

Sub-clause (2).-The existing .section is silent about the 
carriage of mail by the ships covered by the section. lt 

• seems desirable to add a reference to mail'. 
Existing section 44B(2), latter part, provides that one-

sixth of the amount assessed shall be deemed to be the 
amount .of profits and gains accruing fo the principal on 
account of carriage of passengers etc. But since it is only 
income which accrues in India that is taxable, this part 
of the section has been re-drafted. It has also been made 
clear that section 44B will apply whether the amount is 
payable in or outside India. 

Sub-clause (3).-Does not need any comments. 
Sub-clause ( 4).-Existing section 44B(3), earlier part, 

provides that the Income-tax Officer shall determine the 
sum payable as tax at the rate applicable to the total in
come of a company. Since, however, there a:re different rates 
applicable to different kinds of companies (by virtue of the 
annual Finance Act), it seems desirable to make the pro
vision more precise, by indicating exactly the category un
der which such ship-owners are to be placed. The draft 
sub-section. therefore, makes it clear that the rate appli
cable to a company which has not made the prescribed 
arrangements for the deduction of super-tax on its divi
dends under existing section 18(3D), will be the rate to be 
applied under section 44B. 

Sub-clause (5).-Does not need any comments. 
Sub-clause (6).-Section 44B, latter part, provides that 

a port clearance will not be granted until the officer con
cerned is satisfied that the tax has been duly paid under 
this section, In the draft, the words ''the tax assessable un
der this section" have been l\&€d to make it clear that this 
sub-section will apply whether the tax has been duly assess
ed and has, therefore. become payable, or whether the tax 
is "assessable". In other words, this sub-section will apply 
even if the tax has not actually been assessed by r'eason of 
any default of the master of the ship etc. 

Sub-clause (7).~The word "year" has been replaced by 
the words "financial year" in the draft, for precision. Fur
ther, it has been made clear that the payment of tax will 
be treated as advance payment of the tax "leviable in the 
relevant assessment year·", in order to make the provision 
more precise. 

Sub-clause (8).-Does not need any comments. 
As reg~rds the words "relevant assessment year", notes 

above under sub-clause (7) may be seen. 
Notes to clause 183 

Existing section 42(1), first proviso, lays down a rule 
which relates to the recovery of tax cm a non-resident, not 

; Cf. Sr,tit111 1:, Sub-scetion (1), ~ Al'ri._can,1acome-tu: Act. 
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from his agent but from his assets in India. The empha£is 
here is on the assets; this provision has, therefore; been 
e_xcluded from the draft clauses dealing with representa
tive assessment, and has been placed here. 

The words "without prejudice to ..... ., .... " have been • 
added in order to make it clear that the remedies confer
red by the other sections referred to are not affected by 
the special provisions of this section. 

The words "whether in his name ........... " h8.d to be 
added here, since section 42(1), 1st Proviso, in the scheme 
of the existing Act, is connected with section 42(1), main 
paragraph, and the main para. uses these words. 

N ates to clause 184 

Section 24A has been embodied in this clause. For the 
sake of simplicity. the provision has been split up into a 
number of sub-sections. 

Sub-clause (1).-The provision for assessment in the 
current financial year, embodied in section 24A and other 
similar sections, really constitutes an exception to the gene
ral principle embodied in section 3 that it is the income 
of the previous year that is taxable. 

The chargeability of the income in the current assess
ment year is made clear by specific words in this sub-clause, 
and it is also made clear that to this extent the section over
rides section 3. (As a matter of fact the draft clause for s. 
3 is itself subject to the other provisions of the Ac':). {See 
also notes to sub-clause (2) below). 

It may be added that the language of this section has 
also been criticised by the Income-tax Investigation Com
mission'. The alterations made in the draft, though they 
do not follow the lines suggested by the Commission, re
move the ambiguities and lacunae to which the attention of 
the Commission was directed. 

Since the section will apply only to natural persons, 
the expression '·pers::m" has been replaced by the expression 
"individual". 

Sub-clause (2).-The period whose income is charge
able is mentioned separately in this sub-clause. The existin_g 
provision says that the total income to be assessed is "of 
the period from the expir-y of the last previous year of 
which the income has be€:n assessed in his hands to the 
probable date of his departure from the taxable territories, 
or where he has not been previously .assessed, on his b)tal 
income of the period up to the probable date of his depar
ture from the taxable territories". Now, in so far as this 
period covers a previous year which has been completed 
before the commencement of the financial year in which the 
Income-tax Officer takes action under this section, the sec
tion has no importance, because assessment for such ear\ier-

1_ S" J.T.l.C. Report (1!)4,BJ, ,-gre 9.5, para ,,;8. 



previous years can be made even under the normal pro
vision in section 3. It is only in ~t of a previous year 
which falls wholly or in part within the financial year that 
the section needs to be relied upon. In the draft, therefore, 
ihe words just now quoted havt: been omitted. 

Of course, it is still necessary to cover cases where a 
completed year of income forms part of the period from 
the end of fh.e last previcus year to the date of departure. 
For example, a person whose previous year ends on the 31st 
December may leave India, say, in February, 1958. The 
year of income commencing on the 1st January, 1957 has to 
be covered, because the asse~ment year for that iQ.Come 
will be 1958-59, which has not yet started. In such cases 
the complete year of income 1957 as well as the fraction 
from 1st January, 1958 to 1February, 1958 may be governed 
by this section. Hence, draft sub-clause (2) does not make 
any other modification as regards the taxable period. 

Under the existing section, the position regarding rate 
,of tax has been stated in a very elabora~e manner. It says 
that the assessment shall be made. "as regards each com
pleted previous year" at the rate at which such income 
would have been charged had it been fully assessed. Now, 
.as already explained, the incomes of years completed before 
the commencement of the assessment year in which the In~ 
come-tax Officer takes action_ are governed by the normal 
provision in section 3, and it does not make any difference 
whether they are dealt with under section 3 or under this 
.section. Under section ~. the rate applicable is the rate for 
the relevant financial year; such cases should, therefore, be 
left to be governed by section 3, and hence the words just 
now quoted are unnecessary and have been omitted in the 
draft. The remaining "previous year", that is, the period 
from the end of the previous year for the assessment year 
to the date of the departure will continue to be governed 
by this section. 

As a matter of fact. the words just now quoted are 
misleading from one point of view, because, if interpreted 
strictly, they would mean that a person leaving India in 
February, 1958 and having his previous year ending with 
the 31st day of December, 1957 would tie chargeable at the 
rate applicable to the assessment year• 1958-59. Obviously. 
this is not the intention, and the provision as embodied in 
the draft will obviate any possibility of any such wrong 
result being deduced from this s1tc.!_ion. 

Sub-clause (3).-The criticism of the existing section, 
made above in the notes to sub-clause (2), applies in res
pect of the provisions for estimating the total income a!so. 
The power to estimate should not be confined, as in the 
existing section, to a fraction of a previous year ; even a 
-completed previous year might fall within the period for 
which the income has to be "4tStima1', The sub-clause 
has therefore been widened to jg_ive a kier power to the 
Jncome-tax Officer in this r~ •. i 
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Sub-clause (4).-In view of the simplification made in 
sub-_section (1 ), it_ has become possible to simplify this sub
sect10n by removmg the elaborate description of the period 
for which return is to be called. 

The words "(along with such other particulars as may 
be provided in the notice)" have been omitted in the draft, 
~ince_ the provision that _it is a notice under section 22 (2) 
implies that other particulars are also to be furnished, 
where required. The words "subject to the provisions of 
this section" have been added for precision, particularly 
in view of draft sub-clause (3). 

Sub-clause (5).-It appears desirable to make it clear
that the special assessment made under section 24A is in 
addition to any regular assessment which may happen to 
take place in the same assessment year. This has been 
made clear by this sub-clause. Existing section 25(1), latter
portion, may be compared. 

Sub-clause (6).-This is new. The special provis10n 
limiting the period of botice to seven days, embodied in 
sub-clause (4), is applicable to the emergency assessment 
by virtue of the section ;tsdf. Where, however, the normal 
assessment for any. past previous year has not, yet, been 
made on the assessee who leaves India, it may sometimes. 
be necessary to finish the assessment before the assessee 
leaves India. In such cases the normal period of 30 days· 
provided for in section 22 may be difficult to be complied 
with. The draft sub-clause, therefore, allows the Income
tax Officer to reduce the period in such cases. This new 
provision will ultimately be for the benefit of the assessee,. 
since he cannot obtain a clearance C€rtificate under exist
ing ~ection 46A until his assessments have been~ finalised. 

Sub-clause (7).-A time limit ·of three months will be· 
allowed to the Income-tax Officer except where the delay 
is occasioned by any conduct of the assessee. 

Notes to clause 185 

This clause embodies a part of section 25 of the exist
ing Act. The latter part of section 25 (2), imposing a penal
ty, is transferred to the Chapter on penalties. 

The section has been simplified without affecting the 
substance. Main drafting changes are :-

(i) The words "notwithstanding anything contained in 
section 3", have been added to make it clear that 
the ordinary rule requiring assessment of the pre
vious year's income in the next assessment year is 
modified in this section ; 

(ii) the words "discontinued in any yea~• havlt been 
replaced by "diseontiilued in any assessment ;year••,. 
for the sake c>f preci~ ; I· 
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(iii) words excluding a business etc., charged under 
the 1918 Act have been added, since section· 25 (1) 
does not apply to such business, vide the words 
"to which sub-section (3) is not applicable", in 
existing section 25 (1) ; 

(iv) it has been made clear that the power to charge• 
tax in the current assessment y~ar is to be exercis
ed at the discretion of the Income-tax Officer ; 

(v) the existing words "assessment may be made in 
that year on the basis of the income.. . ..... in 
addition to the assessment, if any, made on the 
basis of the income ............ of the previous year'' 
give rise to a controversy. namely, whether the
income of the normal previous year is to be com
bined with the income of the current assessment 
year, when making the assessment. It has been 
considered desirable to alter the wording on this 
point to make the intention clear. The draft, 
therefore, uses the words "the total income .. 
of the period from tl\e expiry of the previous year 
to the date of discontinuance", and avoids any 
reference to the normal previous year in sub
clause (1). Draft sub-clause (4), however, makes it 
clear that anv assessment made under the normal 
provision will not be affected by the spe6al pro
cedure given in this section. 

Sub-clause (2).-Does not need any comments. 

Sub-clause (3).-Does not need any comments. 

Sub-clause ( 4).-See notes under sul,.clause (1). 

The remaining portion of section 25 has been embodi-• 
ed in the draft at the appropriate places. 

Notes to clause 186 

Sub-clause (1).-Section 44 of the existing Act deals 
the assessment in case of discontinUJ.nce of business-. 
by firms and dissolution of associations. The part dealing 
with firms is being incorporated in a separate clause (vide
separate Chapter relating to firms). The part dealing with 
associations has been incorporated here. 

A reference to the legal representative of a member 
who is deceased has been added 'to provide for cases where
a member dies after dissolution and before assessment. 

The changes made by the Finance Act, 1958 have been 
given effect to. 

Sub-clause (2).-This is new. The object is to allow 
the Income-tax Officer to contirw.e asse$Inent proceedings. 
already started before the dissolJtion etc;. so that time may 
not be wasted in the re-issue of ndtices etc. • 
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Sub-clause (3).-Section 44(3), as inserted by the 
Finance Act, 1958, authorises the Income-tax Officer etc., 
to impose a penalty under clause (a) or (b) or (c) of section 
28 (1) in respect of a dissolved firm or association. Instead 
of making an elaborate provision on the lines of that sub
section, it is considered suffici~nt to say that the provisions 
relating to tax will apply to penalties also. Sums other 
than penalties have also been covered in the draft The 
provision as drafted will, thus be more comprehe?'lsive, 
though less elaborate in form. 

Sub-clause (4)-This is new and is intended to make 
it clear that the limitation on the liability of the legal re
presentative is not to be affected by the provisions of this 
,section. This becomes necessary in view of the fact that in 
draft sub-clause (1) a reference to legal representative has 
been added. 

Notes to clause 187 

Existing section 12AA is applicable in all cases where 
the time taken by the author of a book is more than twelve 
months. Clauses (a) and (b) dealing separately with a case 
where the time taken is "less" than 24 months and a ca~e 
where the time is "more" than 24 months, are unneces
sary in the opening portion, since this distinction is rele
vant orl"ly in connection with the mode of separately allo
cating income. The distinction does not affect the applica
bility of the main principle of the section. A slight recast
ing of the language has, therefore, been attempted in the 
<lraft on this point. 

Clause (a) of the existing section uses the words 
"less than twenty-four months" and clause (b) uses the 
words "more than twenty-four months". For the sake of 
precisi.on, the former wording has been replaced by ''not 
more than twenty-four months", so that clauses (a) and 
(b) can collectively exhaust all cases, including a case 
where the time taken is exactly 24 months. 

It may be observed here that existing section 12AA 
was inserted in 1953. The Taxation Enquiry Commission' 
recommended the spread-over of income not only for copy
right but also for patents. The Commission suggested that 
proceeds of sale of patent rights should be spread over a 
period of six years. Section 318 of the U.K. Income-tax Act. 
1952, also allows such spread-over in the case of patents. 
It is for consideration whether the section should not be 
extended to patents. 

Notes to clause 188 
Existing section 8, third proviso, has been incorpora

ted here with two changes:-
(i) The rate at which the State Government will pay 

tax should be laid down by the Finance .(\ct spe
cifically ; this has been made clear in thq draft. 

1 1'.E.C. Retort (19~3-19)4), ,~ U, Ch. III, par& ·7. pqc .Pi 
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(ii) Since the word "receivable" in existing Section 
8, main para, has in tht draft been replaced by 
word "received", necessary drafting changes have 
been made here also. 

CHAPTER XVI 

SPECIAL PROVISIONS APPLICABLE TO FIRMS 
Notes to clause 189 

Provisions relating to firms h,i.ve beeri brought together 
in this Chapter under the following groups :-

(1) Assessment. 

(2) Registration. 

(3) Other provisions. 

Sub-clause (1).-Existing section 23 (5) (a) provides 
that the total income of each partner, "including therein 
his share" etc., shall be assessed and the sum payable by 
him on the basis of such assessment determined. Since the· 
scheme of assessment in the case of a registered firm is. 
that the partner is himself assessed on his share, these 
words have been replaced in the draft by the words "the 
share. .shall be included in his total income" etc., 
which seem to be more appropriate. 

Sub-clause (2).-Does not need any comments. Though 
thi6 provision is in a sense repetition of existing section 
16(1) (b) Proviso, it has been allowed to stay for the sake 
of convenience of reference. 

Sub-clause (3).-The ~xisting words "his share ........ . 
shall be assessed on the firm" have been replaced in the 
draft by the words "tax on his share.. . ....... shall be asses-
sed on the firm", which are more appropriate. 

Section 23 (5) (a) (i) has been retained in the draft in 
the existing form ; but it is recommended that it may be 
deleted. 

The Finance Act. 1956, introduced this new provision 
making a firm liable to income-tax on its income at a 
special rate prov'ided by it. The provision for including 
the shares of the profits of the firm within the total inCQme 
of a partner in his individual assessment and levying tax 
upon it was also retained. This implies, that the share of 
the partners in the profits of the firm mffers tax twice
once in the hands of the firm and again in his own hands. 
This is really a double taxation of the same income thou~h 
at different rates. [The same Finance Act, 1956, introdu
ced a new provision [section 14(2) (aa)] under which the 
proportionate income-tax paid by the finn on the share of 
income included in the partnel'S' share is deducted. It 
means that the partner is not . liable ~ pay income-tax 
on the proportionp.te tax ; bu.t.i it ~ 11.ot ob,,iiate the 
difficulty of double taxation]. , 



(NoTE.-It is understood. that in the year 1957-58, there 
were 6651 registered firms which were assessed to a tax of 
1 crore 57 lakhs on a total income of about 51 crores.) 

Section 23(5) (a), 3rd Proviso, has been omitted, as it 
is in substance the same as the second proviso. It was 
introduced for the purpose of enabling persons going to 
Pakistan to be treated as non-residents. The necessity for 
any such special provision does not remain now. 

Notes to clause 190 

Paragraph (a).-Existing section 23 (5) (b) does nol 
directly state the position that in the case of an unregister
ed firm the tax payable by the firm itself on the basis of 
his total income is to be determined. This is the primary 
mode of assessment of an unregistered firm, and has, there
fore, in the draft, been stated at the opening of the clause 
in paragraph (a). (The existing words "instead of determin-
ing .'' are thus covered by this paragraph). 

Paragraph (b).-The drafting changes that have been 
made are intended to state the position in more simple 
manner. 

Notes to clause 191 

General.-The provisions relating to procedure for 
registration of firms, as contained in existing section 26A, 
are sketchy; because many of the important provisions are 
at present contained in the rules. It seems desirable to 
-collect together some of the provisions at present contained 
in the rules, and the draft clause has therefore, been made 
more elaborate. 

Sub-clause (1).-.-The existing words "constituted 
under" an instrument of partnership are found in practice 
to lead to unnecessary controversy based on sharp distinc
tions'. They have, therefore, been replaced by the words 
"evidenced by". 

The existing words "specifying the individual shares 
of the partners" have been construed too technically some
times, so that applications for registration are refused if 
the shares are not given in the partnership deed specifically 
in so many words, or if the partnership deed is not self
contained and has to be read with the deeds relating to 
subsidiary firms in which the partners are interested. It 
is felt that registration should not be refused in such cases 
merely on the ground of the existence of such flaws in the 
partnership deed. Necessary drafting changes have been 
made to achieve this object. 

Sub-clause (2).-It has been made clear that the appli
·cation for registration may be made even after the dissolu
tion of the firm. 

1. Sn the Cue cited in Kup ai:id Palkhiwala', Com.mca.tary, 19sl3 
Editioa., page 650. 

• 
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Sub--clause (3).-The persons who should join in an 
application for registration have been. mentioned exhaus
tively in this sub--clause, which incorporates the second 
paragraph of rule 5 of the Income-tax Rules. 

Sub-clause (4).-Under the existing provisions (rule 2 
of the Income-tax Rules), the· first application for regis
tration has to be made within six months of the constitu
tion of the firm or before the end of ~he previous year of 
the firm, whichever is earlier, if the firm was constituted 
in that previous year. Where a firm is already registered 
under the Partnership Act or the deed is registered under 
the Indian Registration Act, the application has to be made 
before the end of the previous year. It has been suggested 
that the 30th day of June of the assessment year ·should be 
,adopted as the· 1ast date by which an application for first 
registration should be made. But the adoption of this 
time-limit would enable the assessee to get registered an· 
.antedated partnership. It seems desirable that, irrespective 
of the fact whether the deed is or is not registered under 
one or other of the laws referred to above, the application 
.should in all cases be made before the expiry of the pre
vious year. The reason is, that the assessee is claiming an 
advantage under the Act in respect of profits earned in 
the previous year on the basis that during that year the 
firm came into existence. If that is so, he must be able to 
make good that plea by a proper application made before 
the end of the previous year. If any more time is given, 
there will be ample scope for the assessee to make up his 
mind whether to get the firm registered or not and for 
that end to invent a partnership antedating the constitution 
for the entire period and bringing into existence a docu
ment evidencing such partnership. 

The draft sub-clause under discussion gives effect to 
this proposal. A proviso has been added authorising the 
Income-tax Officer to entertain an application made after 
the end of the previous year in proper cases. 

Sub-clause (5).-The provision contained at present 
in the rules, requiring the application to be accompanied 
by the instrument evidencing the partnership, has been 
incorporated in this sub-clause, and it has also been made 
clear that in fit cases a certified copy Gf the instrument 
may be accepted in lieu of the original. 

Sub-clause (6).-The provisions contained in existing 
rule 3 of the Income-tax Rules and Form I below that 
rule, relating to particulars to be given in an application 
for registration, have been incorporated here, with changes 
intended to secure precision. 

Sub-clause (7).-Under existing section 26A (2) an 
application for registration has to be made "at such times" 
as may be prescribed. ~e use of the word "times" suggests 
a necessity of renewal of registration every year, and 
under rule 6 of the Income-tsx. Rules1 a fresh application 
has to be made for any su~uent Y&f1?• This requirement 
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seems to be rather too hard, particularly in cases where 
there were no changea in the constitution of the firm after 
its first registration. So far as renewal is concerned it 
should suffice' if a det:laration is made by the firm (along 
with the return of income for the assessment year con
cerned) to the effect that no change in the constitution of 
the firm or the shares of its partners has taken place in 
the previous year; where sucli a change has taken place~ 
the firm will, of course, be required to apply for fresh 
registration vide sub-clause (8). 

Sub-clause (8).-See notes above under sub-clause
(7). 

Notts to clause 192 

Sub-clause (1).-The proc"edure to be followed by the 
Income-tax Officer in the enquiry for registration has been 
elaborately laid down. The ground on which application 
can be refused has been narrowed down so that if the exist
ence of a genuine firm with the constitution shown in 
the instrument is established, registration has to be grant
ed. It has also been made clear that a specific order grant
ing or refusing registration should be passed by the Inaome
tax Officer. 

Sub-clause {2).-This is intended to prevent the rejec
tion of an application for registration on technical grounds. 
Where the formalities prescribed by the Act or rules are 
not complied with, the firm must be given an opportunity 
of rectifying the defect, so that the application may be con
sidered on the merits. 

Sub--clause (3).-See notes und!;!r sub--clause (2) abate. 
Sub-clause (4).-This is intended· to expedite ~ dis-, 

posal of applications for regimation. 

Sub--clause (5).-Existing rule 4 (1) of the Income.tax 
Rules prnvides that the Income-tax Officer shall rect>rd a 
.::ertificate of registration on the instrument of partnership. 
This practice is sought to be codified in this sub--clause. 

Sub--clau.se (6).-Does not exceed any comment. 

Notes to clause 193. 

Sub-clause (1).-The power to cancel registratidn, at 
present dealt with in the Rules. has been dealt with here 
as it is a matter of substance. This clause is new, but does 
not depart in substance from the provisions at present oon,. 
tained in the Rules. It has been made clear that registfation 
can be cancelled only on the ground of mis-representlation.. 
It has also been made clear that the firm must have an 
opportunity of being heard before the registration ii can
celled ; it has also been provided that registration Cfln be 
cancelled only with the previous approval of the Inspect~ 
ing Assistant C01nmirioner. 
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Sub-elause (2).-Does ndt need any comments. 

&u.-clauses (3) attd (4)..-These· ite new, but embody 
provisions which are hudly objectiobable. 

SuO--Clauae (5).-Trus is new and is. intended to pres
cribe a time limit after whiah the registration cannot be 
cancelled. 

Notes to clause 194 

The words in existing section 26 (1) "or a firm has
been newly constituted" do not exactly indicate what is 
intended. The preceding words "change in the constitu
tion of a firm" would cover oases where the old firm con-
tinues, in the sense that some but ndt all the members 
of the firm are changed. In other words, where the firm 
consists of partners A, B and _c, the dropping out of A and 
B and coming in of new parlners D .and E would merely 
be a case of change in the constitut.iD.,_ of the firm'. The 
words "a firm has been n~wly constitllted" would, there
fore, appear to be redundant. They ha:ve, thereiore, been'. 
omitted in the draft, at the same time giving a definition 
of "change in constitution" so as to indicate its exact. 
scope. 

It may be added that where a fi.nn... is dissolved and a· 
new firm is formed, the case can be left to be governed· 
by existing section 26 (2). 

Notes to clause 195 

This is new in form, but ~erely provides that in the
case of succession to business etc., of ♦ne firm by another, 
the provisions in existing sectiion 26(2),will apply, unless it 
is. a case of a ehange in the constitutitlp_ of the firm. It has 
been inserted in this Chapter ·for the sake of comprihen
siveness. 

Notes to clouse 198 

Sul>-clause (1).-Existing aection -44, in so far u it 
relates to firms, has been incorporated htre. A reference to 
the legal representative of a -decease, .partner has been 
added for the sake of comprehensiv..,_ • 

Sub-cl.a.use (2).-ls new a1'd is intetided to mail).tain 
continuity in proceedings in ~ wb~Jan asse~nt, has. 
already commenced before diac~m:tin~ or dis.9olu.Uoa. • 

Suklawe (3).-Needs no c:om~ti.a 

Notes to clcsuae· 197. 
This is new • and is inteuqe.d to ldve a list of provi

sions specially applicable to firals, tor-~ sake of conveni
ence of reference. 

1 q, lan-Gniw,. MdCo. (1937) 5 1.,R. ua (~}-
• CJ'. dr.f\ cl&UIC t.86 and notea ~- : ' 

29-1 Law Com./58. , 
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CHAPTER XVII 

SPECIAL PROVISIONS RELATING TO COMPANIES 
Notes to clause 198 

This clause is new and is intended to give a list of 
provisions specially applicable to companies which are 
scattered at several places in the Act. The Ii.st has been 
given for the sake of convenience of reference. • 

CHAPTER XVIII 

COLLECTION AND RECOVERY OF TAX 

Notes to clause 199. 

This clause is new and is intended to make it clear 
that there is some kind of liability to pay tax in cases 
where tax is deductible at source or payable in advance'. 
Such "charge" of tax, which is implied in the obligation to 
pay tax in advance etc., has been brought out more direct-
1y in this-clause. 

Notes to clause 200 

This clause brings. together the provisions relating to 
direct payment of income-tax and of super-tax respec
tively, contained in existing sections 19 and 58 (2). 

Notes to clause 201 

General.-The scheme adopted in the draft is to de.al 
in separate clauses with deductions in respect of the· vari
ous classes of income, such as salary, interest, dividends, 
etc. The substantive provision for deduction has been 
placed in the first few clauses, while incidental provisions 
like certificate, etc., and consequences of deduction like 
credit, payment of tax by the person deducting etc., have 
been placed after those clauses. 

Sub-clause (1).-The existing words "at a rate re
presenting the average of the rates applicable" have 'been 
replaced in the draft by the words "average rate of inoome
tax and average rate of super-tax respectively, in force for 
the financial year in which the payment is made". :This 
change has been made for the sake of precision. Further, 
the existing words "applicab1~ to th~ estimated total in-
eome ........... under this head are slightly unhappy; the 
expression "total income" should be reserved for the total 
income from an sources in the previous year. The draft, 
therefore, uses the words "income of the assessee under 
this head for that finaricial year". 

Sub-clause (2).-The existing provision to the effect 
that the person paying salary shall deduct income-tax at 
the maximum rate and al~ super-tax under section 17 (1) 

1Su ~dso notes to clause 3. 
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(b) has been replaced in the draft, Dy the shorter expres~ 
sion "tax........ . .in accordance withf' existing Section 17 
(1). -

Sub-clause (3).-Does not need any comments, since 
the drafting changes made are only consequential. 

Sub-dause (4).-This is new and is intended merely 
to point to the deduction in respect of tax on accumulated 
balance paid to an employee participating in a recogni:.ed 
provident fund. -

Sub-clause (5).-This is also ne:w and is intended to 
point to the deduction of tax in the case of amounts paid 
to an employee participating in an approved superannua~ 
tion fund. 

Sub-clause (6).-This embodies the latter part of S. 
18 (2A). The earlier part of that sub-section does not seem 
to serve any useful purpose ; salary is now taxable wher~ 
ever paid, and it does not seem necessary to make a special 
mention of the deduction in respect of salary payable 
to the assessee out of India by. the Government. 

Notes to clause 202 

The provision for deducting the tax in respect of in• 
terest on securities has been embodied in this clause with' 
the fo1lowing drafting changes :-

(i) the deduction in respect of income-tax and that 
in respect of super•tax have been stated in sepa• 
rate sub-clause for the sake of clarity; 

{ii) as regards deduction of super•ttlX in respect of com• 
panies, it has been made clear that the rat.e appli• 
cable is that in force for a company which has 
not made the arrangements referred to in existing 
section 18 (3D). This will remove the uncertainty 
at present experienced as to the exact rate applic• 
able in• such cases. (This clarification is not neces• 
sary in the case Of deduction .from salaries, since 
the situation of a company which receives salary is 
not likely to arise). 

Notes to clause 203 

The drafting changes made follow the lines of those 
made in existing section 18(3A)'. , 

Notes to cl4me 204 
The following drafting changes have been made-

(i) The position regarding income-tax and super-tax 
has been treated in separate sub-clauses ; 

t S# Data to eta.UK 1102. 
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(i!l in the case of a comJ)fUl:y, the rate applicable has 
been stated IlJIOFe pr~;i$ely as in the case of de
ductions under the head "Interest on securities or 
on dividends '; 

(iii) the concluding words of existing section 18 (3C) 
provide that the Income-tax Officer may deter
mine the appropriate proportion of any sum charge
able to tax, and upon such determination tax shall 
be deducted ''therefrom". The word "therefrom·• 
does not clearly give out the sense that the deduc
tion is to be limited to the proportion of the sum 
so determined. Suitable drafting changes have been 
made to make this clear. 

Notes to clause 205 

The provision authorising the Income-tax OfficEtr to 
issue a certificate for deduction of tax at a lower rate, 
which has been repeated in thq existing Act in the provisos 
to various sub-sectioll41 of section 18, has been embQdied 
in this clause, which is applicable for all kinds of incpme. 
The drafting changes made are consequential on the 
scheme adopted in the draft. It has also been made elear 
that the Income~tax Officer can issue a certificate not !only 
authorising the deduction at a lower rate but also autlf>r.is
ing no deduction. 

That part of existing section 18 (2B), I:Toviso, which 
relates to an order by the Incqme-tax Officer requiring de
duction at a particular rate, has beeu omitted in the 8raft 
as unnecessary. In cases whert a person desires dedu(:tion 
at a lower rate than the maximum, he can apply tQ the 
Income-tax Officer and obtain a certificate. Deduction .at a 
higher rate is not contemplated, sinCe the rate appliciable 
for deduction is in most cases the maximum rate. (IJ1 the 
case of salary, it is only the ra.t.e applicable to the inq()me 
under that head and deduction at any other rat.e is not 
contemplated). • 

Notes to cl.awe 206 

This embodies existing seciion 18 ( 4) and does not need 
any comments. 

Notes to c;-loue 207 

Existing section 18(5) delWI\ with two topics:

(i) credit for tax ®ducted at source; 

(ii)° credit for tax in respect of dividends as grfssed 
up under ~i,ng se~~n 16 (2). 

l Su notes to dause 20e. 
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For the sake of clarity, the first 'topic has been dealt 
with in •this clause, while the second bas been dealt with 
separately'. The Proviso to this sul>set:tiion has, therefore, 
been broken up m conformity with the scheme adopted 
in the draft. 

The first proviso to section 18 (5) li.as been incorporat., 
ed for simplicity in the main para. of tl\t sul:rclause. 

The second proviso to section 18 (5) has been incor
porated in the 1st Proviso, and;the words "or shareholders" 
have been added in order to cover a case where tax is de
ducted on dividends under eJqSting sa::tion 18(3D). [The 
existing proviso does not make any specific mention of 
shareholders, presumably for the reaion that existing 
section 44E (5) defines securities as including sto<::k and 
shares.] 

The third proviso has been embodied as the 2nd pro
viso. 

The other drafting changes are constquential. 

Notes to clause a· 
This embodies existing ,ection l8 (6) with a small 

drafting change converting ~ passive voice used in the 
existing section into the active -,.oice. 

Notes to clause 2oa 

Existing section 18(7) ha,; been embodied 
clause with the following changi?s : -

in this 

(1 l It has been made clear that ia the case of deduc
tion of tax on divi~ 11Dd$: existing section 18 
(3D), the principal Oflcer as r.11 as the company 
can be treated as in ;fault. m clarift.catibn has 
been considered desir le in Qw of the fact tho,t 
the existing section (3D) kutes the exp~ion 
"person". 

(2) Since existing section f;6 (1) relS,.ing to the imposi
tion of penalty by ~e ordd pl the Income-tax 
Officer is in the draft propoo$1.' to be replaced by 
provision for automatic runn .. g of in;terest,' the 
proviso has been suitaijly altered. 

(3) Sub-clause (2) has b¢n ne~: • added for impos• 
ing a first charge uptm the ts of the person 
deducting tax, if it is not d into the treasury 
office a"fter deduction. The intEtntion js to ensure 
speedy trartsmission cf the ,mount deducted. so 
that the amount may not lie in1 the custody of. the 
person deducting it'. 

_ • &e Chapt~r on Tu deemed to ha~ been ~ ~n dividends. 
• S«dau.se 230(1). • 
• Cf. Section 123 (6) of the (Canadit) I~ .Mt,, a!J,18. 
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Notes to clause 210 

Existing section 18(8) has been embodied here without 
any change. 

-Notes to clause 211 

Existing section 18 (9) has been embodied here with
out any change. 

Notes to clause 212 

Existing section 18 (Explanation) has been embodied 
here. with a small drafting change. Item (iii) has been 
amplified so as to cover all sums not chargeable as salary 
or interest on securities. 

Notes to clause 213 

Existing section 7 (1), 2nd Proviso, provides that wkere 
tax is deductible at source under existing section 18, the 
assessee shall not be called upon to pay the tax himself 
unless he has received the salary without such deduction. 
This provision is at present confined to salary, but there 
seems to be no reason why it should not be extended to 
all kinds of income. It has, therefore, been incorporated in 
an extended form in this clause. 

Notes to clause 214 

This is new and is consequential on the breaking up 
of existing section 18(5). 

Notes to elause 215 

General.-Existing section 18A is cumbersome and 
difficult to understand. The difficulty arises by reason of 
the fact that 1mb-section (1) combines a number of things 
which could be dealt with sepllrately. For the sake of sim
plicity, therefore, the section has been split up in the 
draft. so as to deal separately with the following topics :-

(1) income sb.bject to advance tax; 

(2) conditions of liability to pay advance tax ; 

(3) mode of computation of tax; 

(4) order by the Income.tax Officer, which fixes the 
liability ; 

(5) instalments~ 

(6) estimate made by the a.ssessee; 

(7) commission receipts; 

(8) interest payable by Government or by asses!)f;!e; 

(9) other provisio~-

• 
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Sub-clause (1).-Income subject to advance tax has 
been described here, and for tile sake of accuracy it has 
also been made clear that capitai gains are not included in 
th~t in~ome. Thou~h. existing sedi~n 18A (12) has ~en re
tamed m the draft, it appears desirable to make this clari
fication at this stage also. 

Sub-clause (2).-This is new, but is intended merely to 
enab~e the use of the shorter expression "income subject 
to advance tax" and ''advance tax" in ·the subsequent 
clauses. 

Sub-clause (3).-This is De\llJ" and is int,ended to pro
vide that advance payment of tax will, so far dividends 
are concerned, apply only for super-tax. So far income
tax is concerned, it is the company which is deemed to 
have pai.d the tax. and advance payment should not apply 
for income tax on dividends. 

Notes to clau.se 216 

The concept that advance tax is payable where the 
total income of- the assessee exceeded a cer~ain limit, or 
is likely to exceed a certain limit, has been embodied in 
this clause; for the sake of comprehensiveness, the case 
dealt with in existing section 18A (3) has also been referred 
to h~re. 

Notes to clause 217 

The mode of computation of advance tax has been dealt 
with in this clause. For the sake of facilitating the pro
per understanding of the method to be adopted, the pro
cess has been divided in vari0us steps. Thus, the first step 
is the ascertainment of the ttital incwne of the latest pre
vious year assessed. This having been ascertained, the 
second step is ~o find out how much of that total income 
falls under the category of in.come subject to advance tax. 
That having been done, the next step is to actually compute 
the ta,c_ on the income subject to achiance tax by applying 
the average rate of tax. The result alTived at is the amount 
of the advance tax. 

There are, of course, two special situations, which re
quire menti-on. One is. the situation where a non-resident 
chooses to adopt the method of taxation on thw basis of the 
total world income. This is contained in existing section 
18A(l)(a) main para, latter half, and has been embodied in 
the draft sub---clause (b). the secot.d situation is that in 
which the assessee sends aa estimate of his total income 
etc. Here the tax is calculated with reference to the total 
income so estimated. This follows from existing section 
18A(2) and (3) and has been incorporated in sub-clause (3) 
in the draft. 

Section 18A(l}(a), 2nd Proviso, has been incorporated 
in the Explanation. 
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Notu to clauae 218 

A portion of secti0p 18A(l), dealing with the order of 
the Income-tax Officer, has been embodied in this clause. 
The words "where a J)tll'SOn hai been pl'eviously assessed ... 
...... ..... " in the opening portion in the draft. merely state 
what is implied in the existing section. 

Sub-clause (2) makes it clear that the instalments are 
to be mentioned in the notice of demand. That is the 
,existing practice also. 

The third proviso to existing section 18A(l)(a), under 
which the income-tax Officer is authorised to issue an 
amended order in a cese where an assessment of the as
sessee for a. later previous year is completed in the mean
time, has been embodied in sub-clause (3). 

Notes to clause 219 

The instalments of advance tax have been stated sepa
rately in this clause. The drafting changes made are ,con
sequential on the scheme adopted in the draft. 

Notes to clause 220 

The provision re gar-ding estimate by the assessee is;< em-
bodied here. The estimate should mention- • 

(i) the total income as estimated for the period con
cerned; 

(ii) the income subject to advance tax as estimated for 
that period; and 

(iii) the advance ta;x: itsell 

This has been made clear in the draft, in sul>-cl$ses 
(!) & (2). 

An assessee may desire to "-le an estimate under eist
ing section 18A(2) w:tum the «.timated adv.aaoe tQ: is le;s 
than the amount demadtded by Ille Income-tax Officer, e er 
because- • 

(i) the estimated total income is less, or 
(ii) the estimated income ,u.bject to ad-oance _tatc is 

less, than that U88SHd by the Income-tax OfQ,ce"!'. 
Thi!i is made, dear in sub-clause (1). • 

Sub-cl.ause (4).-Is :ne.:... and is intended to provide k:hat 
the estimate of adv~ tax will be filed in the preserfbcd 
form and in the prescrJbed mapn,r. : 

Notes to clause 221 

Section 18A(4) is embod:i,ed here with the following 
.changes :-

(i) the words "incqme to which sub--section (1), (2) or 
(3) apply" ha~ been rtl()Iaced by ~e words r'in
come subject -t£ adv~ tax" in conforinitv ;titb 
the scheme ad;ted in 1, draft. _. - .,. ~ • 

.. : I < ! I 



(ti) The proviso to the existing sub-section provides for 
payment of 6 per cent., simple interest. In view 
of the fact that the rate of ia~t in the other 
sui>-sections of section ISA is now reduced to 4 per 
cent' the rate has, in the draft, been reduced to 
4 per cent. in this case also. 

Notes to clause 222 

Sub-clause (!).-Existing section 18A(5) relating to 
::interest payable by the Central Government on tax payable 
in advance has been embodied here. ,The sub-section, as 
amended in 1953, raises a diffif:ult question of interpreta
tion. The main part of the S\l~section provides that inte
rest should be paid (at 4 per cent.) on any sum paid after 
1st April, 1955, "from the date of payment to the date of 
-the provisional assessment" or' to the regular assessment 
;as the case may be; but the ~ proviso, inserted in 1953, 
:says that for the period begina.11" with 1-st April, 1952, the 
interest is payable from the btginning of the next finan
,cial year to the date of the re«war alf;essment. There 1s 
thus a change as regards the Jfflod Ur which interest is 
to be paid. Another change ml¥fe in 1~ is as regards the 
,amount on which interest is parable. \\1ule the main para. 
provides that interest is payable "on aht amount payable 
in accordance with the provisitins of '11s section .......... . 
and paid accordingly", the secoM ~viko, insert,ed in 195:i, 
proV'ides that for the period bd,!inning ·with the 1st April, 
1952, interest is payable only Oft the amount by which the 
aggregate of the instalments paid during the financial year 
in which they are payable exceeds the tax uri'der the regu
lar assessment. 

Now the question is, whether, these changes inserted 
'by the 1953 Act in the shape <if the setond proviso are to 
govern the whoie of the post-1"2 periqci; or whether they 
care to apply only in respei:t ot! the pc,tt: .. 1952 and pre•l955 
period. If the second provi.qn is takea as over•riding the 
main para, the former view is correct. U, on the other hand. 
the proviso is taken as limited :to the period between 1952 
and 1955 (on the theory that a proviso is not to replace the 
main section), the second view Can be supported. 

The main draft of the clau~ under tftscussion embodies 
the former view, which seems ·to be 'ttil! prevailing view. 
But, if the latter view is adopted. it clql be given effect to 
.by the alternative draft given below : 

Alternative draft' 

(1) The Central Government shall pay simple interest 
........... at four per cent. per '11D,um op. any amount pay
.able as advance tax in a,ccor<l~ce with the provisions of 

l &, exis11ng section 18A (."I), item (ii) and section !SA (6), ht Proviso, 

.. ! .Tbe. altunativ:e drafJ it intended; iae1;1~' •1 the view that section 
lsA ·(5'), 2nd r~wo, ·ill·appl!~l,Je cntf ltie'per Ml-1'55 imd doe, not 

-overnde the mau:a rub+lc1kin.' . ,. . ! - . 
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section [18A(l) (2) (3) and (4)] and paid accordingly, from 
the date of payment to the date of the provisional assess
ment made under section [23B], or, if no such assessment 
has been made to the date of the regular assessment. ..... .. 

Explanation.-Same as in the main draft. 

(2) Same as in the main draft. 

Notes to clause 223 

Interest payable by the assessee has been dealt with in 
this section. The 1st proviso to existing section 18A(6) has. 
been combined with the main paragraph. 

One important change made is. that interest is not to 
run from the 1st day of January of the year in which the
advance tax is paid but from the 1st day of April in the
next financial year. This change has been made in view 
of the fact that interest payable by the Central Govern
ment runs from the 1st day of April of the next financial 
year; [vide existing section l&A(5)]. 

Existing section 18A(6), 4th proviso, which p~vides 
that in the case of a business etc. newly set up, the interest 
is computed in certain cases fr.Pm the 1st April of the finan
cial year next following, has been omitted, since tl'te rule
embodied in that proviso has, in the draft, to apply· in all 
cases and no separate provision is necessary. 

• N ates to clause 224 

The only change made in the existing section 1BA(7) is 
the reduction of the rate of interest pay'able by the as;sessee
(in cases of under-estimate) from 6 per cent to 4 per cent. 
This change has been made in view of the fact tllat the
rate of interest under section l8A(5) and section f8A(6) is
also 4 per cent. under the existing Act. 

Notes to clause 225 

Sub-clause (1).-It would be useful here to summari!e· 
the existing position regarding interest payable by the as
sessee with reference to an advance tax. The position can. 
be analysed as follows : -

(a) interest in a: case of estimate seems to be delllt with. 
in the following pi-ovisions for different situa
tions:-

(i) faulty estimates (that is. estimated income falling 
short of 80 per cent. of the income regularly u
ses&ed)-Section 18A(6); 

(ii) ~liberatei unt!_er~,imate of ·tax in the tlr$t t~ 
mstalm~ 18A(7)(ai; I ... 

' • r 

• 
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{iii) under-estimate, where estimate is necessary· 
under section 18A(3)-Section 18A(8); 

(b) If there is a deliberately false estimate of the in-• 
come, the assessee may also become liable to a 
penalty under section 18A(9)(a); and similarly, if 
there is a failure without reasonable cause to file· 
an estimate when required under section 18A(3),. 
the assessee is also liable to pay a penalty under· 
section 18A(9)(b); 

(c) in cases where the aspect of estimate is not mate-
rial and the emphasis is on non-payment of ad
vance tax due either by virtue of an order under 
section 18A(2) or section 18A(3), interest can be
charged under section 18A(8) and the assessee 10. 
also liable to be dealt with under section 18A(l0). 

Sub-clause (2).-This is new. It seems desirable to 
make it clear that section 18A(6), 3rd and 5th Provisos, ap
ply to interest payable under this section. Hence this sub-
clause. 

Notes to clause 226. 

This clause does not need any ·comments. 

Notes to cl.ause 22T 

The drafting changes are very minor and do not need: 
any comments. 

Notes to clause 228. 

Existing section 18A(12) has been embodied here, and 
for the sake of clarity it has also been provided that the· 
expression "total income'' occurring in the previous 
clauses should not include capital gains. Even though the
ciause dealing with incomes subject to advance tax' ex
cludes c11pital gains, the general provision has been repeat
ed here for convenience. 

Notes to clause 229 

GeneraL-The provisions ,e!ating tq_ recovery of tax
by the Department, contained in the present sections 45 and 
46. have been broken up for the sake of simplicity into va
rious clauses in the draft. Th~ general provision relating 
to dates etc. of payment is placed first; .the penalty provi
sions contained in existing seetion 46(1) is placed next. Then 
follow the various modes of recovery, namely, 

(1) certificate, 
(2) other modes of recovery, 

(3) recovery by the State Government, 

(4) special provisions for recovery pf 
Pakistan and vice v~. 

1 Sn draft clau5e 215 (I}. 

Indian tax in 
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Miscellaneous pravisions come at the end. 

Sub-clause (!).-Existing section 45, main para, pro
vides that any amounit. specifled. in a notice of d&mard un
der section 23A(3) 01' section 29 or section 31 or section 33 
shall be paid· within a particular time•etc. Since, however, 
under section 29, a n•tice of demand is to be issued in all 
cases where any tax, penalty· or interest is due under the 
Act, it does not appear to be necessary to mention any sec
tion except section 29. The draft, therefore, mentions sec
tion 29 only. The time-limit for paymtnt has been men
tioned in a simplified form. 

Sub-clause (2).-This is new. It appears desirable to 
incorporate an expres, provision in the Act authorising the 
Income-tax Officer to extend .. die time for payment or :11-
low payment by instalments. Hence this sui>-clause. 

Sub-clause (3).-Refers to the provisions for treating 
the assessee as in default. 

Sub-clause (4).-This is new and is consequential on 
sub-•clause (2) of the draft which is also new. 

Sub-clause (5).-It has been made clear that the ,ower 
to treat an assessee who has appealed as not in default, is 
confined to the amount in di.sppte and it has also been :made 
dear that this power can be exercised even though the time 
for payment has expired. 

Sub-clause (6).-Does not need any comments. 

N ot,es to clause 2M 

Existing i::ection 46(1) pr<1Vides that where an as$e~ 
is in default the Income-tax Officer may levy a pQnalty 
not exceeding the albount in default. Under e sting 
section 46(1A), the Income-tax Officer may make the itial 
order for an amount lower thah the total arrears an may 
go on enhancing the penalty (in the case of. a cont· uing 
-default) subject to the limit tbat the t0tal penalty sh not 
exceed the total arrears. These two sub-sections em y a 
position which is not satisfactcry. In the first place they 
leave the matter to thre discretidn of the Income--tax cer. 
In the second place, sub-sectittl (lA) is not happily ted. 
It creates a number of doubts as to the exact amo t up 
to which the Income-tax Offictr may impose the pen ty at 
a particular time. Speedy collection of tax would be ac1li• 
tated, if interest is to run atnmatically from the d♦te of 
-default. Taking into account these considerations, thefdraft 
proposes simple interest' at the rate of 10 per cent .. from 

' 
1 It may also be po'nted. out 1ha1 .-:c,.ion 23A (1), referred to in txis1ing 

~ection 45, has been repealed by th.- amendm~nt made in 1957. 
1 Cf. section 270 of the Australian t~e-tax. etc. Act, 1936-195' (rare 

being 10 p. c.). Abo KC seni4>n 54 ( I) llf ,he C,anadi&n Jn,come-talf; ACS, 1948 
{where the rate is 6 p. c.) 11ff$1 ae~uon ~5 (I), U. K. IPcome-tu Aci 19.52 
{where the n.te is 3 p. e.). . . , ., 

! ' 

, 
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the date of default to the date of payment, and does away 
with the necessity oJ any express order by the Income-tax. 
Officer. It would also reduce the number of appeals. 

Under the scheme adopted in the draft, existing sub-
section (lA) becomes unnecessary and has been omitted. 

Sub-clause (2).-This is intended to provide' that if 
arrears are paid within three months. the interest levied or 
'eviable on the arrears will be remitted. 

Sub-clause (3).-Does not need any comments. 

Notes to clause 231 

Existing section 46(2) provides that the Income-tax 
Officer may forward to the Collector a certificate of arrears 
and the Collector shall then proceed to recover the amount 
"as if it were an arrear of land revenue". Since the law re
lating to recovery of land revenue varies from State to 
State, it seems desirable to state the permissible modes of 
recovery in the Act itself. Sub-clause (1), therefore, enu
merates these modes. which are taken from the Code of 
Civil Procedure. 

The proviso to existing section 46(2) lays down that 
the Collector shall, for such recovery, have the powers of a 
ci vii court also. Since the various modes of recovery are
being listed in the clause itself, this proviso becomes un
necessary and has not been reproduced in the draft. 

Sub-clause (2).-Does not need any comments. 

Notes to clause 232 

This is new. There are som-e doubts as to the Collector 
to whom the Income-tax Officer can send the certificate 
referred to in section 46(2). The draft clause provides that 
the Collector within whose jurisdiction the assessee carries; 
on his business etc., or resides or has any pro]ierty, can be 
approached. 

Sub-clause (2).-Provides for the procedure where the, 
Collector to whom the certificate is initially sent is not able· 
to recover the arrears. 

The explanation makes it clear that the Collector of any 
district in India can be appro1JChed (even though the dis
trict is situated in other State). (Tltis would avoid the 
necessity to have recourse to the procedure under the lte
venue Recovery Act (1 ol 1890). "Additional Collectors'~ 
have also been included in the definition of "Collectors"· 
as difficulty was experienced having regard to the provi
sions of the General Clauses Act defining Collector. That 
definition. if strictly construed, would n.ot include an Addi
tional Collector. 

1 Cf. section 495 (2), U. K. Income-tax Act, 1952, 
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N9tes to clause 233 

This is new and is intended to make it clear that the 
,correctness of the assessment shall not be questioned be
.fore the Collector. Sub-clause (2) saves the right of the 
assessee to apply to the Income-tax Officer for withdrawal 
of the certificate. Sub-clauses (3) and (4) liy down that 
the Income-tax Officer may correct the certificate, in which 
-case he should inform the Collector. ' 

Notes to clause 234 

This is new. The object is (i) to ensure that the In
•Come-tax Officer and the Collector remain !n touch with 
each other and (ii) to lay down the procedure in cases 
where, after the issue of a certificate, time is granted for 
payment of tax, or the demand is reduced'. 

Notes to clause 235 

Sub-clause (1).-Does not need any comments. 

Sub-clause (2).-The only ·change made is the addition 
,of a restriction to the effect that salary etc. exempt from 
attachment under the Civil Procedure Code will be exempt 
.for this sub-clause also. 

Snb-clause (3).-Slight verbal changes have been made 
in existing section 46(5), for the sake of simplicity and, pre
-cision. 

Existing section 46(5A), 5th paragraph, provides that 
where the person to whom a notice under this sub-section 
is sent does not pay amount concerned, further proceedings 
may be taken "by and before the Collector on the footing 
that the Income-tax Officer's notice has ihe same efff:ct as 
an attachment" etc. This language is not very happy and 
has been replaced in the draft by a simpler provision to 
the effect that further proceedings may be taken as Jf the 
amount were an arrear of tax and that the notice shall 

'have the effect as an attachment of debt by the Collector. • 

Sub-clause ( 4).-This is new and is intended to E!llab1e 
the Income-tax Officer to apply to a court holding Iilone:ii, 
belong t:i the assessee, for payment of the tax due·from 
·the assessee. • 

Sub-clause (5).-Existing'. section 46{3) contemplates in 
certain cases the recovery of arrears by the Inco~e-tax 
·Officer by any process authorised by the "municipal law 
for the recovery of municipal takes". One of the proc:esses 
usually found in municipal laws is, distraint and sale of 
movable property, Sub-clause (5) read with the third Sche• 

,dule deals with this process. It seems unnecessary to re
·tain any of the other modes of recovery provided for by 
Municipal Acts. 

•. Su alto draf~ dau,e 213 (4). 



Notes to cla1tSe 236 

· Does not need any comments. 

Notes to clause 237 

Does not need any comments. 

Notes to clause 238 

Does not need any comments. 

Notes to clause 239 

. This clause does not need any comments. 

Notes to clause 240 

Existing section 47 has been incorporated here. The 
,only addition made is the reference to the provision corres
ponding to section 18A(9) for the sake of comprehensive• 
ness. 

Notes to clause 241 

Sub-clauses (1) to (3).-Do not need any comments. 

Sub-cl.a.uses (4) and (5).-These are new. Since there 
.are many ships or aircraft which carry passengers outside 
India, it seems desirable to tequire the owners of the air
craft or ships etc. to furnish a list of the persons who travel
led by the ship etc. in the preceding months. In the absence 
of any such provision it becomes difficult to put into force 
the provisions of section 46A(2), since the Income-tax 
authorities have no information in their possession as to the 
persons who travelled in the ship or air-craft belonging to 
the person concerned against whom section 46A(2) is direct. 
ed. 

Sub-clause (5).-Provides that the liability enforceable 
against the owners etc. of such ships etc. will not be en
forced after two years of the date on which the list is filed. 
It gives a concession and will ·ensure the prompt filing of 
such list. 

Sub-clause (6).-Does not need any comments. 

Notes to clause 242 

The time limit for commencing recovery proceedings 
contained in the existing section 46(7), has been dealt with· 
here. For the sake of simplicity, the limit has been ex
pressed in all cases (vide the proviso ·in t~ draft) as com• 
mencing from the last day of the financial year concerned. 
Under this scheme, it becomes unnecessary to reproduce 
section -46(7), 2nd Proviso. 



-1'otn to cla:ruse 243 

The only addition made is the clarification in sub
dause (b) to the effect ".lhat the Government may also in
stitute a suit for recovery of arrears. 

Notes to clause 244 

Existing section 23B(5) has been incorporated. here. 
The provision was inserted oq.ly for the avoidance of 4oubts; 
i'i. has, however, not been disturbed fn the draft. 

Notes to clause 245 

This clause does not need any comments. 

CHAPTER XIX 

TAX DEEMED TO HAVE BEEN PAID ON DIVIDEND& 

Notes to clause 246 

Existing section 18(5) deals in part with crediW to be
given in respect of the tax deemed t::i have bee paid 
on dividends. Existillg section 49B also contains pro
visions on income-tax. All these provisions have bee com
bined in this clause, without any chan~e of substan . The
drafting changes mad.e are oonsequent1al on the br aking 
up of section 18(5). 

The opening portion of ,ection 49B(l), i.e., the Mrords 
"where any dividend has beep. paid ......... to any of lper-
sons specified in section 3" •tc .. bas been omitted, un
necessary, particularly in vitw of the fact that se ion $ 
as proposed in the draft does not enumerate the char able
entities. 

A proviso has been added to deal with cases w~e e the
share is held by partners. 'Die existing proviso reg rdinC 
persons not constituting partnership may be compa . 

CHAPI'ER XX I 

REFUKDS. 

Nbtes to ~lame 247 

General. 

Existing section 48, dealing with refunds. is cOJ)fused 
in its arrangement. The general right to claim rifund. 
dealt with in existing sub-section (1), is mixed up. with 
provisions relating to special situations in sub-section (3). 
Further, the restriction reguding questions that can be 
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raised in refund proceedings is unnecessarily put in the 
same section in sub•section (4). An attempt has, therefore, 
been made, in the draft, to separate these various topics. 

Clause 247-The following drafting changes have been 
made in existing section 48(1) :-

(i) The words "any individual, Hindu undivided 
family" etc. have been replaced by one word "person". 
Existing section 3, as proposed in the draft, uses only the 
word "person",' and it is felt that the right to claim re
fund should be co..extensive With the liability to tax. In 
the case of State Governments, it may be pointed out, there 
is a prohibition against tax being charged from them, under 
the Constitution. Even in respect of shares held by State, 
Government, refund of tax deemed to have been p_aid under 
existing section 49B is allowed only if the dividend is in
cluded in the total income of the person concerned; see 
existing section 49B(l). There is, therefore, no harm in 
using the word "person" in section 48(1). 

(ii) The existing provision empowers the grant of re
fund by the Income-tax Officer, "or other authority ap-• 
pointed by the Central Government in this behalf". It is 
understood that the Central Government has not appoint
ed any such authority and the need for such appointment 
is not likely to arise. The wocds in question have, there
fore, been omitted. 

(iii) Other changes are minor. 

Notes to clause 248. 

Su.b-clause (1) 

Existing words "such other persc.n only" have, in the
draft, been replaced by the words "the latter alone", for 
simplicity. 

Sub-clause (2J. 

Existing section 49F has been embodied in this sub
clause with the following changes :-

( 1) the words "who woQld but for such cause have 
bee'n entitled to a refund unde.r any of the provi
sions of this Act" havie been omitted, as unneces
sary. 

(2) 

(3) 

References to sections 48 and ~ have been deleted; 
it may also be pointed out that section 49 was re
pealed in 1948. 

Besides executors etc., a reference to guardians has 
been added. 

l 8cc draft cJaue S, 
30- I Law Oom./58, 
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Notes to clause 249. 

Sub.clau.se (1). 

This is new and embodies a provision at present con
tained in the rules. 

Sub-clause (2). 

The main paragraph of existing section 50 has been 
embodied in this sub-clause, with slight verbal changes. 
The two provisos to that section hav.e been omitted, lls not 
applicable to future assessment years. 

The starting point of limitation has been expressed in 
a more simple manner. 

Notes to clause 250. 

Existing section 48(2) has been incorporated iJl this 
clause, and it has also been made clear that the Income-tax 
Officer shall make the refuns:l without any express claim 
by the assessee. 

The words "except as otherwise provided in this Act" 
are intended to cover cases where payment of refund is 
postponed under any express provision of the Act; for 
example, existing section 66(7), proviso, latter half. • 

Notes to clause 251. 

'Existing section 48(4) is unnecessarily elaborate. The 
propositions enacted in that section can be expressed in 
simple language, without using the words "nothing ........ . 
shall operate to validate any objection or appeal which 
is otherwise invalid", or the words "to authorise the revi
sion of any assessment." The concluding lines of tile sec
tion, dealing with refund of tax payable before tht 1939 
Amendment Act, are also obsolete now. The draft cllause, 
therefore, attempts to simplify the section, keeping in; mind 
the considerations stated above. • 

Notes to clause 252. 

This is new. If after a refund application is made 
under this Chapter, the Income-tax Officer does not, make 
an order within three months. the assessee should!e en
titled to interest at the rate of 2 per cent. on the amo nt to 
be refunded. In the Taxation Enquiry Commission port'· 
the complaint of delays in making refunds was consi ered. 
After an analysis of the figures, the Commission p inted. 
out that nearly 86% of the claims for refunds wete dis
posed of within the year in which they were received, and 
of the pending claims as on 1st April, 1953, approxilflately 
60% were less than three months old, while only 13% were 
over a year old. It was represented to them by the Depart
ment that under administrative instructions it was obliga
tory on the part of the Income-tax Officer to dispf>se of 

1 .T. E. C. Report, 1958-£954, v~. II, page 214, Chapter XII!, J'.iara 11. 

I 
I 
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refund claims within three months. In view of this, it is 
obvious that normally the refund applications are disposed 
of, (at any rate at present) within a period of three months. 
The Department will not, therefore, be affected by a provi
sion for payment of interest. The provision is intended 
only to make sure that the representation made to the 
Taxation Enquiry Commissicn by the Department would 
invariably be followed with no exception. The liability to 
pay interest will act, as an incentive for an early disposal 
of the refund applications and allay the fears of the 

·assessees that there might be delay in the disposal of re
fund applications.' 

Notes to clause 253. 

The only change is the addition of a requirement to 
the effect that the Income-tax Officer shall, while making 
an adjustment under this section, intimate the assessee. 

CHAPTER Y.XI. 

APPEALS AND REVI.Sl.ONS. 

Notes to clause 254. 

General. 

The provisions of the Act relating to appeals anC: revi
sions are scattered in existing sections 30, 31, 33, 3::lA, 33B, 
66A and 67A. Existing section 66, dealing with reference 
from the Appellate Tribunal to the High Court, is also in 
a sense, connected with appeals. There are, also, Provi
sions authorising appeals in existing sections 58B(-l) and 
61(3), proviso to clause (b). 

An attempt has been made to bring all these provisions 
together in this chapter. In order to facilitate their proper 
understanding, the provisions have been arranged accord
ing to the authority to which the appeal lies. Thus, ap
p~ls, from the Income-tax Officer to th~ Appellate Assis
tant Commisi,ioner are dealt with first, under one group. 
Appeals from the decisions of the Appellate Assistant 
Commissioner are dealt with in a .separate group and so on. 
Provisions regarding revision are placed in a separate 
group, and miscellaneous provisions are placed at the end. 

In each group, the order against which appeal is allow~ 
ed is specified first, and the fonn of appeal, limitation and 
procedure are dealt with next; where necessary, powers 
of the appellate authority have been dealt with specifically 
and separately. 
--·· ·-·---------~------. --·~--

1 It may be added he~ that the Inc:ometax lnve1tigat,on Commiuion 
0-948) had alao made a similar recommendation for .iacerest on refunW where 
disposal of the application is delayed for more than sit: months, Wk its report, 
pare 125, gara. 279. 
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Appeals to the Appellate Tribunal have been replaced 
by appeal to the High Court, for reasons explained in the 
body of the report. 

Clause 254. 

The following changes have been made in the existing 
section 30, sub-section (1), main para:-

(i) The existing words "any assessee objecting to the 
amount" etc. have been replaced by the words 
"any assessee aggrieved by ..... '', which seem to 
be more appropriate. 

(ii) The existing section allows an appeal as to the 
amount of income assessed under section 23 "or 
section 27". It is, however, unnecessary to men
tion section 27 separately in this context, since, 
even when section 27 is used, the ultimate issess-
ment is really made under section 23 itself1 as is 
clear from the concluding words of existing sec
tion 27. This reference has, therefore, been omit
ted. 

(iii) It has been made clear that an objection. as to 
status under which the assessee is assessttd can 
also be raised by way of appeal. r 

(iv) The existing section allows an appeal in resdect of 
loss computed. under section 24. Since, howevtr, the 
computation of loss is also a part of a~ent 
under existing section 23, this_reference has been 
omitted. 

(v) The existing section allows an appeal ftj:,m an 
order refusing "to make a fresh assessmentfunder 
section 27. These words have been replaced. y the 
words "to reopen aA assessment", which ar more 
easily intelligible. I 

( \'i) The existing section allows an appeal from~· orders 
under section 46(1): Since, however, sectio 46(1) 
is, in the draft, prow:>sed to be replaced by a pro
vision authOl'ising the automatic running of in
terest, the question of appeal does not ari , and 
this reference has been omitted.' • 

i 
(vii) The existinC sectio~ allows an appeal uni sec

tions 49 and 49F. Section 49 was repealed • 1943, 
and section 49F d~s not authorise any • epen
dent order q.f refund1- but merely enables exe
cutor etc. to cla.im Tefu,nd. The order itself pass
ed under section 48. • The references to sec ons 49 
and 49F have, therE!fore, been omitted. 

1 See draft clauae 230i (I). 
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(viii) A new provision authorising appeals in respect of 
orders under existing -section 35 has been added. 
It is desirable' to allow appeals from such orders 
passed by the Income-tax Officer, particularly since 
an order under section 35 may aggrieve an assessee 
who desires rectification. 

(ix) The various orders relating to interest under exist
ing section 18A have also been made appealable in 
the appropriate cases'. 

(x) The sections under which a penalty can be imposed, 
have been described more elaborately in order to 
make the position regarding appeals from such 
penalty clear. 

(xi) The following orders-have been made appealable: -

(i) an order passed by the Income-tax Officer on an 
assessee's application for withdrawal or cancella
tion of a certificate. 

(ii) order passed by the· Income-tax Officer ~fusing 
any assessee's request to treat him as not in de
fault, in view of an app~al. 

Notes to clause 255 

This embodies existing sect-ion 30, sub-section (1), 2nd 
Proviso. The language has been slighily simplified. 

The first Proviso to section 30, sub-section (1) deals 
with an appeal against an order under existing section 46 
(1). This has been omitted as unnecemry in the scheme 
adopted in the draft'. 

The third Proviso to section 30, sub-section (1), prohibit. 
ing an appeal by a shareholder, in a company in respect of 
which an order under existing section ~3A has been passed, 
has also been omitted as unQ.ecessary, since, under section 
23A as amended up-to-date, the income of a shareholder is 
not affected directly and the question of his being aggrieved 
by any such order does not arise. 

Notes to clause 256 

No comments are needed. 

Notes to clause 257 

Sub-clause (1).-Does not need any comments. 

Sub-clause (2).-Existing section 30(2), dealing with 
the time limit within which the appeal may be presented 
from the order of the Income-tax Officer, describes in an 
elaborate manner the date from which the time limit is to 
be counted. It does not appear to be necessary to have such 

1 Cf. J. T.I. C. Report, !948 para. 254, page 113. 
• V;J. draft datue 2S4 (I) and Expltnation. 
1 Sec notc1 to draft clause 2S4. 

• 
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elaborate provision, and it would be sufficient if the starting 
point is described as the date on which the order is inti
mated. The provision, hq__s, therefore, been simplified in the 
draft. Where the appeal is in respect of tax, interest or 
penalty, it will of course be usefµl to deal with the 
time limit specifically (vide paragr-3:phs (a) and (b) of the 
draft sub-clause) . 

Sub-clause (3).-Does not need any comments. 

Notes .to clause 258 

Sub-clause (1).-Does not need any comments. 

Sub-clause (2).-The • persons entitled to be ·heard at 
the appeals have been listed; cf. existing section 31(3), 
2nd Proviso. 

Sub-clauses (3), (4) and (5)-do not need any com• 
ments. 

Sub-clause (6).-This is new. Some guidance as to the 
contents of 'the appells.te orders appears to be desirable. and 
hence this sub-clause. 

Sub-clause (7).-Does not need any comments. 

Notes to clause 2!59 

Sub-clause (U.-Existing section 31(3) deals elaborately 
with the various kindS: of appellate orders that can be passed 
by the Appellate Assistant Commissioner. It does not, how
ever, appear to be necessary to make such an elaborate 
provision; it should suffice if only the important cases of 
appeal against assessments or penalties are dealt with )3peci"1 
fically. In the remaining cases, the power to pass such 
orders as the Appellate Assistant Commissioner thin,Cs fit 
should suffice. The draft sub-clause has been simplified on 
these lines. 

Sub-clause (2).-Does not need any comments. 

Explanation.-This is new. and iS intended to co4ify a 
rule which is well recognised, namely, that the Appallate 
Assistant Commissioner is not confined to the points taised 
by the appellant in the appeal. He may re-determine any 
matters which fell to be decided by the Income-tax Officer 
in the course of the assessment or other proceedings'. 

Notes to clause 260 

Sub-clause (1).-The only important change worth'men
tioning is the addition of paragraph (c). 

Since appeals to the Tribunal are proposed to l)e re
placed by appeals to the High Court,' consequential cha·nges 
have been made in this and subsequent clauses. 

1 &,., the jud~m~nt nf Chagla, C.J. in Narondrlf Mnnoh~rdas v. C.l.T., (1957) 
31, l.'l'.R.-909, quo1cd wit!. approval-111 C. 1. T. v. Mc Milla~ and Co., (1958J 
33-1.T.R.-182, 193 S.C. 

• Vide notes 10 clause 25+ under the head "~era!". 

' 
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It has been held that an order by the Appellate Assis
tant Commissioner, holding that there was no sufficient rea
son for excusing delay in filing an appeal and rejecting the 
appeal as time-barred, is an order under section 31, and an 
appeal lies from such order'. It has been observed that,-

"If the appeal is dismissed as incompetent or is rejected 
as it was filed out of time and no sufficient cause 
was established, it results in an affirmation of the 
order appealed against.'" 

To cover such orders, para. (c) has been added in sub
clause (1). (No such addition is considered necessary in the 
section dealing with app"eals to the Supreme Court, since 
the language of the relevant provisions for these appeals 
is not likely to raisE" the questltm that arose with reference 
to the appeals from the Appellate Assistant Commissioner). 

Notes to clause 261 

Sub-clause (1).-The time limi~ for filing an appeal from 
the order of the Appellate Assistant Commissioner is, at 
present, dealt with in section 33(1) and 33(2). These have 
been combined in this sub-clause without any change of 
substance. • 

Sub-clause (2).-Does not need any comments. 

Notes to clause 262 

Thi:> form of appeal etc. has been left to be prescribed 
b_v rules made by the Supreme Court. 

Notes to clause 263 

This clause deals with the powers and procedure of the 
High Court. No detailed comments are needed. 

As to rules by the Supreme Court, see notes to the 
relevant draft clause'. 

Notes to clause 264 

This dau:.e does not need any comments. 

Notes to clause 265 

This clause provides that a copy of the appellate order 
of the High Court shall be sent to the assessee also, besides 
the Commissioner and the Appellate Assistant Commis
:-ionn. This will encourage the speedy implementation of 
the l-Iigh Court's judgment. "' 

'Mela Ram and Son1 vs. C.J.T. (1956)--29 ITR, 6oj>S.C. 
a C.J.T. vs. Shahzadi Begum (1952) 21 rrR.1. 11. 
'Draft clau~e 277. • 
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Notes to clause 266 

This clause does not need any comments. 

Notes to clause 267 

Sub-clause (1).-This is new and is intended to make 
it clear that any refund consequential on the decision of 
the High Court must be made unless the High Court autho
rises the postponement of its payment'. 

Sub-clause (2).-This sub,.clause provides for postpone
ment, pending appeal, of any refund consequent on an order 
of the High Court, if the Commissioner communicates his 
intention to appeal to the Supreme Court. 

The rate of interest is at.,present fixed by the Coe:imis
sioner. The draft transfers this powers to the High (?ourt. 
Since the appeal is heard by the High Court, it is Pfoper 
that this power should also rest with the High Court. 

Notes. to clause 268 

No comments are needed for this clause. 

Notes to clause 269 

Sub*clause (1).-Does not need any comments. 

Sub*clause (2).-Is new ; existing section 66(6) may be 
compared. 

Existing section 66A(4) provides that where the ,judg
ment of the High Court is varied or reversed in abpeal, 
effect should be given to the order of the High Coil.rt in 
the manner provided in section 66(5) and section 66(7}. The 
reference to section 66(7) is, apparently, not to its , main 
paragraph but to its proviso. This has been broug}it out 
in the draft. This is clear from the words "effect should 
be given" in section 66A(4). 

Existing section 66A (3), 1st Proviso, says that thlsul,. 
-section is not to affect the provisions of section 66 6) or 
section 66 (7). This has been incorporated partly i the 
proviso to this sub-clause and partly in a subsetJ.uent 
dause'. 

Notes to clause 270 

This is merely intended to point to the provision ~utho-
rising appeals to the Central Board of Revenue. 

Notes to clause 271 

No comments are needed. 

1 Compare existing aecticin 48 (2). 

1 Viu draft dauae 273. I 
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Notes to clause 272 

General 
The power of revision by the Commissioner~ at the 

instance of the assessee is at present dealt with in exist
ing section 33A(2). Existing tiection 33A{l) is also mainly 
meant for cases where revision proceedings are started for 
passing orders not prejudicial to the assessee. There is 
no harm if both these sections are combined in one sec
·tion. Some of the provisions contained in tl1ese two sec
tions are common to the proceedings under the two sec
tions. An attempt has, therefore, been made to combine 
them in this clause. No change of substance will result 
from such combination, since, wherever necessary a distinc
tion has been drawn between a revision at the instance of 
the assessee and a revision at the instance of the Commis
·sioner. 

Sub-clause (1)_-0nly verbal changes have been made, 
.apart from the change discussed above. 

Sub--clause (2).-ls new and self-explanatory. 
Sub-clause (3).-Existing section 33A(l), Proviso (c), 

has been incorporated here. 
Sub-clause ( 4)-
It has been made clear tf!at the limitation of one year 

runs from the date on which the order is communicated to 
the assessee or on which he otherwise comes to know of it. 
Existing section 33A(2) counts limitation fr6m the date of 
the order, which might cause hardship :in some cases. • - Sub-dause (5).-Existing section 33A(l), provisos (a) 
.and (b) and section 33A(2), Provisos (a), (b) and (c) have 
been embodied here. Cases where an appeal has not been 
made are dealt with in draft paragraphs (a) and (b), while 
the case where an appeal is pending is dealt with (n para
_graphs (c) and (d). 

The existing wording "the order ... ., .. , .... has been made 
the subject of an appeal" is not very clear, since it does not 
show whether it deals with a pending or a deci.ded appeal. 
The draft makes it clear that these· words will apply both 
in a case where the appeal is pending and in a case where 
the appeal has been disposed of on the merits, Cases where 
the High Court has disposed of the appeal otherwise than 
on merits should not, it is felt, be taken out of the purview 
,of the Commissioner's revisional powtrs. 

Sub-clause (6),-Does not need any comments. 

Explanations 1 and 2 do not need any comments. 

Notes to cl.a use 273 

The substance of existing section 66(7) and of existing 
section 66A(3), 1st Proviso, part, hae been embodied here 
in simplified language.' 

~~e also notes to clause ~6g.. 
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Notes to clause 274 

No comments are needed. 

Notes to clause 275 

Existing sections 31(4) and 33{5) provide that where u 
a result of an appeal the assessment of a firm etc. is changed 
or a firm etc. is newly assessed, the Appellate Assistant. Com
missioner or the Tribunal, respectively, may authori~e the 
Income-tax Officer to amend the assessment of any partner 
of the firm or member of the association. 'this protrision 
has been incorporated here with the following changes:-

(1) The provision has been made applicable for appeals. 
to the High Court and the Supreme Court. 

(2) It has been provided that the Income-tax Qfficer 
shall make all amendments necessary for cal';rying 
out orders of the appellate authority, irrespective of 
whether the appellate authority gives a direction 
nr not. 

N ates to cluuse 276 

Existing section 67 A has been embodied here, with 
slight alterations. The presf!nt section authorises thf· ex
clusion of time taken for obtaining a copy of the order. :tiow
ever, if the assessee is furnished with a copy. of the prder 
along with the notice of the order, then the concession need 
not be made available to him. The Provision has, ther,forer 
been altered accordingly. Further, the provision has been 
extended to applications for revision also. 

N Otes to dause: 277 

This is new. The power to make rules regulatinit the
powers and procedure of the High Court (in appeals under 
the Act) is proposed to be conferred on the Supreme Q::,urt, 
so that there may be Uniformity throughout India. The· 
corresponding provision in the Companies Act. 1956. (sec-
hon 643) may b€ compared. 

Notes to clause 278 

Para (a).-Does not need any comments. 
Pard (b).-Is new. Since the word "status" has been 

used in the draft clause dealing with appeals from the anders 
of an Income-tax Officer', it is considered that a definition 
of that word might be useful. 

CHAPTER XXII 

PENALTIES IMPOSABLE BY INCOME-TAX 
AUTHORITIES 

Note.~ to <'lnuse 219 

This embodies existing section 44F{6), in so far as it 
deals with imposition of a penalty. The existin,I! section Says 
t_!t~-~--i_f~he _ _Person_~nc~-~ail~-!~~~~--with the_~rice· 

l Vide draft clau1e 254 (b). , • 
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issued by the Income-tax Officer (requiring him to furnish 
particulars relating to s£>curities). "he shall be Hable to a 
penalty" etc. The words "he shall be liable to" have. in 
the-draft, been replaced bv the words "the Income-tax Offi
cer may direct that such person shall pay" etc. This will 
secure uniformity with existing section 28 (1), main para. 

Notes to clause 280 

General. 
The constitutionality of section 28(1)(c) has been up

held by a Division Bench of the High Court of Madras'. The 
attack on the validity of this section in that case was based 
on the argument that under sections 28 and 51-52, the 
Inspecting Assistant Commissioner has a choice as to whe
ther a penalty should be levied on the assessee or whether 
the assessce should be nrosecuted under sections 51-52. The 
course to be pursued by the department is, it was argued, 
left to the unfettered discretion of the Inspecting Assistant 
Commissioner and the enactment gives no guidance and 
prescribes no standard. This argument was rejected by the 
High Court. which observed that section 28(4) was in the 
nature of a concession and there was no· question of article 
14 0f the Constitution being attracted to invalidate it. Sec
twns 51-52 had been enacted for vindicating public justice 
and for the punishment of the offender for the deliberate 
infraction of the law, while section 28 is enacted for the· 
purpose of rendering evasion unprofitable and of securing 
to the State compensation for damage caused by attempted 
e•,1asion The two sec.tions do not always overlap; but even 
where there is overlapping in a concrete instance, the two 
remedies could have been taken at the same time, but for 
th0 provisions of section 28(4). The two remedies are not 
in their nature mutually exclusive, and the grant of a 
cnncession to the assessee in the form of section 28(4) does 
not alter the situatbn. 

In view of this pronouncement. it is not considered 
necessary to disturb the substance of section 28. but sec
tion 28( 4) has been made into a separate section, in order 
to bring out its true function. 

The words "in the course of any proceedings" also 
came up for consideration in the case cited above. The 
High Court noted that the practice is, that when an In
come-tax Officer finds that an assessee has concealed his 
income etc., he estimates the concealed income, adds it 
to the income returned and levies tax on the entirety of 
the income as thus determined in his assessment ord•~red. At 
the same time he issu,2s notice to the assess~ to show 
cause why a penalty should not be levied unaer section 
28(1) and (2). But the assessee may not have been heard 
and no final conclusion is reached at that stage. The assess
ment is completed and a demand is made for the tax. and 

'Sfo,11aminatha Maopanar and S1Jns v~. /.T.O., ll Ci,ck, Madurai and 1111 othu 
( 1955) 28 ITR. 601. 
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the Income-tax Officer waists until the appeals, if any, as 
regards the assessments, are over. After obtaining the 
.assessment figures as finally determind, the Income-tax 
Officer pursues the notice already issued, resumes the 
penalty proceedings, hears the assesse,e and oasses an order 
in proper cases under section 28(1) aftei= obtaining an 
approval of the Inspecting Assistant Commissioner. "This 
practice", the High Court observed, "appears to be 
fair to the assessee and not contrary to the language oJ the 
enactment'". In the view of the High Court, "the proceed
ings for the levy of a penalty must be initiated by an 
.authority when such authority was in seisin of the assess
ment or other proceedings in the course of which it is 
found that the assessee has brought himself within the mis
chief of section 28. When onc.e the notice has been issued, 
the jurisdiction of that authority to continue the proceedings 
is not dependent upon the continuance of other procee~ings 
in the course of which the penalty proceedings c.ime to be 
initiated." 

The purport of the words in question has been c~arly 
explained in this judgment, and it does not appear ri.eces
.sary to make any change in the language. 

Clause 280. 

Existing section 28 has been broken up in the drllft in 
the following manner:-

(1) The general power to impose penalty has been·dealt 
with first. 

(2) The sp1::cial provisions.applicable to firms. _contfl-ined 
in section 28(1) Provtso (b), are dealt with Qext. 

{3) The special provisions contained in other palfts of 
the Proviso, applicable to other cases, are placed 
next. 

(4) The special provision applicable to partners is:plac-
ed at the end. , 

; . 
The words "three thousand five hundred rupei[" 1n 

,existing section 28(1), Prov. (a) have been replaced b suit
-able words linked up with the taxable minimum whic may 
vary from time to time (Cf. para 196, LT.I.C. Report, 1948). 

Notes to clause 281 

No comments are needed. 

• N ates to ela-use 282 

Existi:ig section 18A(9) has been incorporated in this 
-clause. The main para. of that sub-section has been em
bodied in the earlier portion of the draft clause, the changes 
made being consequential on the breaking up of e ·sting 
section 18A itself, the'. remain g portions of which b e. in 

1(1955) 28 LT.R. 6o1, 
I 
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the draft, been placed in the Chapter relating to collection, 
and recovery of tax.' 

The proviso to this sub-section has been placed in the 
latter half of this clause, with verbal changes which have 
been made in order to elaborate the provision and make· 
its understanding easy. 

Notes to clause 283 

Sub-clause (1).-The words "or the other person on 
whom the penalty is sought to be imposed", have, in the 
draft, been added to existing section 28(~). in order to make 
the provision comprehensive. • 

Sub-clauses (2) and (3).-No comments are needed. 

Notes to clause 284 
' No comments are needed as to the drafting of this par- -

ticular clause. 

As to the attack on the constitutionality of section 28-
read with sections 51 and 52 of the existing Act, see notes. 
to the clause incorporati9g section 28(1)'. 

CHAPTER XXIII 

OFFENCES AND PROSECUTIONS 

Note$ to clause? 286 

This clause does not require any comments. As to the 
constitutional position relating to exi1ting sections 51 and 
52 read with existing section 28(1) and section 28(4), see 
notes to the clause incorporating section 28(1).' 

Notes to clause 286 
The existing section 52 provides that if a person makes

a false statement in verification under certain sections, he 
should be punishable etc. The existing section gives a long 
list of the various sections under which verification is made; 
but it does not, appear to be neceSSflry to give a list or 
such sections. 

Verification under any provisjo~ of the Act should 
obviously come within the purview of -Q.is section. The ftaw 
inherent in giving a list is that the list may not be exhaus
tive and may, moreover, requirE! to b~ amended whenever 
an amendment introduces a new section requiring verifica• 
tion. The draft clause, therefQre, ~ the words "any veri
fication under this Act". 

Notes to clause 287 

No comments are needed. 

• Vid1 Chapter XVIII, Clause 215 tt s,q. 
1 Notes to draft clause 28o. 

• C!auae s:r8o. 
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Notes to clau.se 288 

The words ··c,n conviction before a Magistrate" have 
been added in existing section 54(2), on the lines of the 
language of existing section 51, last part. 

CHAPTER XXIX 

RECOGNISED PROVIDENT FUND 

Notes to clau..se 28~ 

General.-The provisions contained in the Chapters on 
• Recognised Provident F,.unds and Approved Superannuation 

Funds have, in s:::ime case bearing on other sections also. The 
scheme adopted in the draft is to make a referenct, in 
other sections, tp the provisions relating to such funds, 
wherever convenient. Though this entailed some repetition, 
it has been done for facilitating reference. 

Clause 289.-Existing section 58B has been reproduced 
here. The only change made is the addition of the proviso 
in sub~clause (1). Section 9 of the Employee's Provident 
Funds Act, 1952. deems a pMvident fund established under 
a scheme in accordance with that Act to be a recognised 
provident fund under this chapter. So far as the fu.nds 
established under such schemes are concerned. this ditem
ing provision is sufficient. But, certain provident funds 
under that Act have been exempted by Government. under 
section 17 of that Act, from the operation of the scMme. 
Such provident funds would not be covered by the deeming 
provision and it appears to be desirable to enable a relaxa
tion of the conditions in their case. The proviso is intended 
to achieve this object. [Such provident Funds have to 'ful
fil the condition laid down in section 58 of th,e Employ.ee's 
Provident Fund Act and those Conditions are strictly in ac
cordance with the conditions pi:escribed by section 58(¢)]. 

Section 58B(4), dealing with appeal, has been placed in 
a separate clause. 

Notes to clause 290 

Existing section 58C has. in the draft. been broken uf· so 
as to separate the conditions from the provisions for rel xa
tion of the conditions. The conditions are incorporate in 
this clause. while provisions relating to relaxation are plac
ed in a separate clause 

Notes to clause 291 

General.-All provisions in the nature of relaxation of 
conditions for recognition of Provident Funds have been 
collected together in this clause. 

Sub-clause (1).-Existing section 58C(l)(a), proviso has 
been incorporated here. The concluding words "notv,uth
standing that a proportion not e,cceeding 10% of the f m
ployees is employed outside India", in the existing sec on, 

. I ! 
• i ' 
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really mean that the proportion of empl.oyees employed out
side India should not exceed 10%, The wording has, there
fore, been altered to bring out the intended meaning. 

Other changes are consequential on the breaking up of 
section 58C into conditions and provisions for relaxation. 

Sub-clause (2).-Existing section 58C(l), (b), proviso, 
refers to the National Service (European British Subjects) 
Act, 1940 and the National Service (Technical Perponnel) 
Ordinance, 1940. These references have been replaced in 
the draft by the words "any law for the time being in 
force", which are more comprehensive. 

Other changes are consequential. 

S}Lb-clause (3).-The changes made are consequential 
on the breaking up of section 58C and combining of section 
58C (d), Proviso and latter part of section 58C (1) (g). 

Sub-clauses (4) and (5).-No comments are needed. 

Notes to clause 292 

No comments a,:e needed. 

Notes to clause 293 

This is new. Sums paid by the employer as contribu
tions towards a recognised provident fund should be allow
ed to be deducted in computing the employer's income'. 
Hence this clause. 

Notes to clause 294 

No comments are needed. 

Notes to clause 295 

No comments are needed. 

Notes to clause 296 

General.-Existing section 58G, sub-section (2), has 
been embodied in this clause. The proviso has been express
ed as an item of the main sub-section. 

Section 58G(2) talks of exemption from the payment 
of income-tax and says that the accumulated balance shall 
be "excluded" from the computation of the employee's 
total income. It is thus a case of total exclusion and has 
been treated so in the draft. • 

So far as super-tax is concerned, the exemption in sec
tion 58G (2) was originally applicable to super-tax also, 
but the words "and super-tax" were omitted by the Indian 
Income-tax (Second Amendment) Act, 1933 (18 of 1~3). 
The reason for removing these words from this sub-section 
apparently was that the exemption for super-tax was ~ealt 

1 CJ. existing section 58R, main para, middle pottion. 

• 
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with separately in a separate sub--section-section 58G (1), 
which was introduced by the same amendment Act. This 
"exemption" from payment of super-tax has, under the 
scheme adopted in the draft, to be treated as a case of 
excluse from total income'. and, therefore:, the draft 
clause under discussion regards the exclusion as effective 
both for income-tax and for super-tax. 

In other words, existinJI section 58G (2) has, in the 
draft, been expressed as applicable botp. for income-tax and 
for super-tax and existing section 58G (1) earlier part, ha~ 
not, therefore, been reproduced in the draft'. It is, of 
course, true that section 58G (1), earlier half, (that is, ex
emption for super-tax) does not require continuous $ervice 
while section 58G (2) (exemption for income-tax) d~s re
quire such service. But it does not appear Qecessfrry to 
make any such distinction. The draft, therefore, does not 
make arry such distinction. 

The draft clause requires five years' continuous service, 
before exclusion can be claimed. This will now be applic
able in both cases, but it does not put a fresh burden on 
the assessee; because, even ·now under section 58G (3) 
if the employee leaves before five years he has to p~y not 
only income-tax but also super-tax on the basis t~t the 
exemption was not available. 1 

Existing section 58G (1), latter part, has been incorpo-
rated in a separate clause'. • 

Notes to clause 297 

Sub-clause (1) . .....Slight verbal changes have been made 
for the sake of clarity. 

Sub-clause (2).-Slight verbal changes have beenj inade 
for precision. • ' 

Existing section 58G (1), consists of two part,f. The
earlier portion, exempting the accumulated balan~from 
super-tax, has alreacJ.r been accounted for in the t, as 
the exemption has been trealed as an exclusion fro total 
income, common to income-1a>t and super-tax'. . 

The latt'er part eqacts the excet>tion in respect of nnual 
accretions up to 1st April lgej. That has been repr d\1Ce9 
in tfie draft with t'to drattlng changes. First, the ords 
"which is not included in his lotal income" have been add~ 
by way of introduction. Second\y, instead of the e • ting 
negative form "except ............ ", a positive form of angu-
age has been used ~o emphasise the liability to p y the 
amount referred to in the provision. 

1 CJ. notes to clatue 104. 
• See no1e1 to clause 102 (2). 

• Viii, clauae :;197 (2). 

• ice llOtea to drafl 1 119'. ' 
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The provision in question was enacted only to make 
an adjustment necessitated by the course of legislation 
(see note below), and hence the aspect of payment receives 
a higher emphasis compared with the aspect of liability. 

The Provident Funds Chapter was introduced in 1929. 
Section 58E provided for the inclusion of the annual ac
cretion in the total income. Section 58F exempted the 
annual accretion from income,.tax, subject to certain con
ditions. Though the intention of the legislature was, thus, 
to assess the annual accretion to super-tax, by the omission 
of section 58F from the sections not applicable to super-tax 
mentioned in section 58, the provisions of section 58F be
came applicable to super-tax. The annual accretion, there
fore, rempined exempt from super-tax also up to 1933. 

The legislature noticed this defect in 1933 and rectified 
it by including section 58F in section 58. Simultane@usly 
section 58G (1) was introduced and 58G (2) was made not 
applicable to super-tax. The resulting position is that though 
the accumulated balance is exempt from payment of super
tax, the employee reci::iving the accumulated balance has 
to make good the super-tax that he would have paid bet
ween 1929 and 1933. 

Notes to clause 298 

Existing section 58H has been embodied here. The sec-• 
tion provides that at the time of payment of the accumulat
ed balance. the trustees shall deduct therefrom any income-
tax payable under section 58G (3). So far as this require-
ment iR concerned. the words "in cases where section ........ . 
[58G (3)) applies," have been added in the draft, to make 
it clear that deduction is permissible only where the liabi
lity for payment of tax has arisen. 

The existing section further providE!s for the deduc
tion of any income-tax and super-tax payable on an em
ployee's total income as determined under section 58J (3). 
This requirement does not appear to be intelligible. Section 
58J (3) does not really apply at the time of payment of 
accumulated balance to the employee and is confined to 
the taxation, at the time of recognition, of sums transferred 
to the employee's a~count in the recognised provident 
fund. This requirement has, therefore, been omitted in the 
draft. 

Notes to clause 299 
Existing section 58J is incorporated in this clause. Sub

section ( 4) of that section has been incorporated in the 
clause dealing with relaxation of conditions'. 

No other comments are needed. 

Notes to clause 300 
No comments are needed. 

"Compare dnut clatUe ::191 (5). 
!J-1 Law Corn.f58. 
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Notes to clause 301 

No comments are needed. 

Notes to clause 302 

No comments are needed. 

Notes to clause 303 

No comments are needed. 

Notes to clause 304 

No comments are needed. 

Notes to clause 305 

"Recognised vrouident fv:nd".-No change has ' ~en 
made in the existing definition. Section 9 of the Emp oyees 
Provident Funds Act

1 
1952 (It of 1952) prov~des that pro,. 

vident fund establisned under a scheme under th Act 
shall be deemed to be a recognised provident fund f r the 
Income-tax Act. It does not appear necessary to repe t this 
provision in the Income-tax Act, since some of the revi
sions in this Chapter (for example, withdrawal) m not 
in terms apply to such funds. 

"Employer''.-In existing :.ection 58A, clause (ti), the 
words "maintaining the provident fund for the benffit of 
his or its employees" are applicable not only to th~e ... indi
vidual" referred to in item (ii) but also to the " indu 
undivided family,.corilpany" etc., referred to in item i). To 
make this clear, the substance of these words h been 
placed in the beginning of the definition. I 

Other definitions.-Do not need any comments. 

CHAPTER XXV 

APPROVED SUPERANNUATION °F1JNDS 

Notes to clause 306 

No comments are needed. 

Notes to clause 307 

Sub-clause (1).-ln the opening lines, it has bee pro
vided that the superannuatioo fund must satisfy no only 
the conditions set out in the section but also the con ·tions 
to be prescribed by rules to .bf made by the Centra -Gov
ernment. This addition has been made to secure nifor
mity' with the correspondin$ provision relating tO ecog
nised provident funds. [See existing section 58C(l), open-
ing lines]. i 

Sub-clause (2).-The proviso to existing section 58P 
is merely clarificatory. It has been embodied in sub-clause 
(2), ! 
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Sub-clause (3).-This is new and has been added to 
secure uniformity with the corresponding provision relating 
to recognised provident fund-see exfsting section 58C (2). 

Notes to clause 308 

It has been made clear that the application for ap
proval is to be made to the Income-tax Officer by whom 
the employer is assessable. 

The word "year" has been replaced by the expression 
"assessment year" or "previous year", as considered appro
priate. 

Notes to clause 309 

General.-Existing section 58R and 58S have, for the 
sake of clarity, been broken up so as to deal separately 
with the following : -

(1) Income from investment. 

(2) Employer's contribution-deduction for. 

(3) Employee's contribution-when exempted. 

(4) Contributions paid to the employee-when deemed 
to be income. 

(5) Deduction of tax on contributions paid to. an em• 
ployee. 

Existing section 58R, relating to exemption in respect 
of superannuation funds, combines a number of provisions. 
These provisions embody exemptions falling under various 
cate2ories. For example. the opening lines direct that in
come derived from investments of such funds shall be "ex
empt from payment of income-tax" ; while the subseqqent 
lines provide that "any sum paid by an employer by way 
of contribution shall ............ be deducted in computing the 
income.. . ... ". it is obvious that the first exemption is 
in the nature of an exclusion from total income, while the 
second is a deduction for expenses. ln order to bring out 
clearly the nature of the various exemptions contained in 
existing section 58R, its various portions have. in the draft. 
been allocated to various clauses aQCording to· the topic 
dealt with, thus-

(i) the opening lines relating to income from. invest
ment etc., have been embodied in this clause. 
That provision applies in respect of super-tax 
also under existing section 56. The provision is 
more in the nature of exclusion from total 
income and should be treated on the same lines 
as income received by truf3bees on behalf of a 
recognised provide•t fund,, see existing section 
4, sub-section (3), it1m (ix) ~i . 

• 
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(ii) the middle portion of section 58R, main para, 
dealing with sums paid by employer, has been 
placed in a separate clause' ; 

(iii) the last portion of section 58R, main para, has 
been dealt with in another clause• with certain 
drafting changes which are discussed below ; the 
first Proviso to secticn 58R has also been incor
porated in that clause'; 

(iv) the second Proviso relates to employer's contri
butions and has been ~laced along with the mid
dle portion of the mam para'. 

Section 58R says : "any sum paid by an employer or 
an employee by way of contribution .............. shall in the 
case of an employer be deducted in computing his income 

.. and in the case of an employee be treated for 
all the purposes of this Act as if it were a sum to _which 
the provisions of section 15 apply ; 

Provided that no such exemption shall be allowable to, 
an employee in respect of any sum which is not an ordinary 
annual contribution." 

~ The existing language, at first reading, would mean 
that both the sum paid by the employer and the sum paid 
by the employee are to be allowed as a deduction in the 
case of an employer, and that similarly both the sum; are 
to be allowed exemption in the case of an employee. But. 
obviously, this is not the intention. Only a sum paid b_v 
the employer is to be allowed as a deduction in the em
ployer's assessment, and similarly only a sum paid by 
the employee is to be allowed deduction in the empl~ee's 
assessment. Since the case of the employer and the case 
of the employee have, in the Praft, been treated at differ
ent places, the need for any clarification does not arise. 

Notes to elau.se 310 

See notes to the prooeeding clause'. 

Notes to clau.se 311-

The words "in the previous year" have been added for 
the sake of precision, and the place of the first Proviso to 
existing Section 58R, is, in the draft, taken by the words 
at the end "in so far as such sum is an ordinary an.nual 
contribution" 

The general scheme of existing section 58R has already 
been dealt with'. 

1Sec dtaft clau,e 310. 
•See draft clause 311. 
'Yid# draf1 clause 310, Prov. 
-Oause 309. 
'Sec notes to clause ~. 

• 
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Notes to clau.se 312 

Existing section 58S (1) provides that where any con
tributions are "repaid", to an employee, the amounts so 
repaid shall be deemed, for the purpooe of income-tax, the 
income of the employee for that year. The words "repaid" 
would, at first sight, seem to suggest that it is only the em
ployee's contributions that are intended to be covered by 
these words. But it seems that the employer's contribu
tions should also be covered, because there does not appeRr 
to be any reason for excluding employer's contributions ; 
the word "repaid" was probably used in a wider sense. 

The sub-section does not make any exception for con
tributions repaid on death or termination of employment. 
Existing section 58S (2) however shows that payment of 
contributions to an employee on death or termination of 
employment does not come within the scope of this section. 
The two sub-sections should run in harmony with each 
other. 

The language of the provision has, thereforP. been 
altered on these lines. • 

The wotds "of that year" have been replaced by the 
words "of the previous year in which it is so paid to him". 
for precision. 

Notes to clause 313 

As pointed out in the notes to the clause correspond
ing to existing section 58S (1). section 58S is intended to 
apply to contributions both of the employees and of the 
employer'. The necessary change has been mad<> in this 
clause also. 

Notes to clause 314 

No comments are needed. 

N ates to clause 315 

No comments are needed. 

Notes to clause 316 

Existing section 58V has been embodied here with the 
following changes : -

(1) It has been made clear that the information is to 
be supplied by the trustee to the Income-tax Offi
cer within "not less than twenty-one days". This 
will avoid the raising of any question as to what 
is meant by the words "within twenty-one days". 

(2) Clauses (a), (b) and (c) of this section. which ela
borate the particulars that will be required by 
the Income-tax Officer, have been omitted, as the 
rule-making power now cont.erred' enables rules 
to be made on these matters. 

•See note, to clause 31,;;i. 
1Vid, draft daU&C 317. 
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Noies to clause 317 

General.-This is a new clause and is intended to give 
effect to the following recommendations of the Iricomel-tax 
Investigation Commission' :- ! 

"70. If all the requirements of section 58-P are ~tis
fied, it is doubtful if the Central Board of Revenue lean 
refuse to recognise a superannuation fund. The powet to 
impose conditions would probably have reference onlt to 
the three eventualities mentioaed in the proviso and· not 
in other circumstances indepen«fent of these contingencies. 

The provisions of the Income-tax Law in respect of 
superannuation funds should, a$ far as possible, be bro!Jht 
into line with those rel!i,ting to-Provident Funds. It is iffi
cult to see why the power given to the Central Govern ent 
to make rules as in Section 58L (2) should not be repeat in 
the case .of Superannuation Funds. This lack of powe to 
make rules is a serious drawback in the scheme of Su r
annuation Funds under the Income-tax Act. of which utjfair 
use can be made". . 

"72. Suitable amendments may be made in the In~an 
Income-tax Act restricting the maximum limit to w ich 
the contributions by the emplctyee and employer ma be 
made to 25 per o~nt of the employee's salary. , 

Sub-clause (1).-----Cf. existing section 58L (1) relating to 
recognised provident funds. i 

' Sub-clause (2).-Para (a)-Cf. section 58L (2) (a). ; 

Para (b)-relatesto the r«turns etc. referred to in[sec-
tion 58R as embodied in the draft. ! 

Para (c)-see pare. 72 of the report of the Income-fl;ax. 
' Investigation Commission quotdd above. The maximum!has 

been left to be prescribed by the rules, in order to seyure 
elasticity. 

Para (d)-Cf. section 58L (2) (c). 

Para (e)-Cf. section 58L (2) (d). 

Para (f)-is intended to enable withdrawal of rec(:fgni
t.ion. This power will be in addition to that enjoyed u,der 
section 58-0 ( 1) latter part. r 

Para (g)-Cf. section 58L- (2) (e). : 

Notes to cl4use 318" 

Sub-clause (c)-The word "earnings" has been rei:iJ.ac
ed by the words "income chargeable under the head :;ala
ries·', which are more appropriate". 

1!.1.I.C. Report, 1948, page :ug, for detailed disc,mion, see para
graphs 170-171 of1ha1 Report. 

•Cf. llerort ~f the Ineome-r-· Invest~-!)on Commission, para. 171, or·•· 
tion beginning with "Secondly ••. "at Vt· : ' · 

! 
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CHAPTER XXVI 

MISCELLANEOUS 

Notes to clause ~19 

This is new. It seems desirable to make it clear that 
income once charged to tax should not again be charged 
to tax in the hands of the same person. This safeguard 
seems to be necessary, in view of the fact that an item of 
income may be chargeable either on the basis of its ac
crual or on the basis of its having arisen or on the basis 
of its actual receipt, within a particular period. In other 
words, the chargeable periods may vary according to the 
basis on which the tax is sought to be assessed. • 

Notes to el a use 320 

It has been made clear that even in the case of a local 
authority or company, service may be made on its princi
pal officer. The definition of "principal officer" is applicable 
to local authorities and companies also. 

Notes to clause 321 

Sub-clause (1).:.......This is new. Since the family will 
not be in existence after partition, a provision for service 
of notices in respect of proceedings pertaining to the 
disrupted family appears to be neces.,ary and has been in
corporated in this sub-clause. The Supreme Court has held' 
that in such cases the notice need not be ~iven to all mem
bers. This view has been followed in tli.e draft, treating, 
however, a notice under section 34 in a different manner'. 

This draft sub-clause will apply only where an order re
cording a finding of total partition is passed. In cases of par
tial partition, the family continues in respect of undivided 
property; (if the partition is partial as regarding persons, 
the remaining members will continue· joint); and notices 
can be served in the usual manner, and, no special provi
sion is necessary to the effect that the notice in such cases 
must be served on all the members of the family. (In 
cases where some of the members w1mt out of the family, 
the members so separated must of course be served. But 
this need not be provided for). 

Sub-clause (2).-This is new and is intended to provide 
for the service of notice in the case of a dissolved firm or 
association. 

Notes to clause 322 

This clause does not need any comments. 

' Laxmi Nm-ain Bhadani V. CIT, (1f51) :to IT ... ,59-t(SC). 
' Cf. 1. T. I. C. Report, 1948,,.,, 155, F"'f4"" 351, 35~-
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Notes to clc:uue 323 

This is new. It is desirable that documents placed on 
the file of an Income•tax authority should bear proper en
dorsement so that their tracing and identification may be 
facilitated whenever a reference to them becomes neces
sary. It is also desiraPle that where an Income-tax auther 
rity bases any order on any documeht, the document shall 
expressly be referred to in the order, so that there may 
be no difficulty in understanding the basis of the order. 
The draft clause is intended to achieve this object. 

Notes to clause 324 

Sub-elause (1)-does not need any comments, except 
that existing section 61(1) and section 61(2) have, in the 
draft, been broken up so as to separate the details regard
ing various authorised representatives from the main pr<r 
vision authorising their appearance. 

Sub--clause (2)-The various kinds of persons who can 
appear as authorised representatives have been listed in 
this sub-clause. 

Items (i) and (ii)-do not require any comments. 

Item (iiiJ-relating to lawyers has been redrafted so as 
to simplify the language. This -category has-, been restrict
ed to legal practitioners who can appear in a civil court. 
(Persons already in practice'will not, of course, be affedted,. 

As to item (iv), see notes below, under "Explanation". 

The right of persons entitled to appear under the exist
ing Act will be preserved by item (v), even though the 
persons are not qualified under the new Act. But i~ has 
been made clear that this right is available only vJhere 
such persons were actually in practice before the new Act 
came into force'. 

Explanation.-The definition of "accountant" has been 
brought into line with the Chartered Accountants Act, 1949. 
Persons who are neither Chartered Accountants nor a\l.tho
rised to audit the accounts of companies under section 
226(2) of the Companies Act, 1956, are proposed to be ex
cluded from the definition. Existing_section 61(2) item (iii)
enables a member of an association of accountants recog
nised in this behalf by the Central Board of Revenue to 
appear as an authorised rep:re6entative. It is proposed to 
restrict the right, however, to chartered accountants· etc. 
(Persons already in practice at the time of the comm4tnce
ment of the new Act will not of course be affected). 

Sub<lause (3)-does not need any commerits. . 

IThc abolition of thi, cat~ory Willi rcc::ommcndcd even by the Inco~c•tax 
Tav~tigation Comm.inion uiu it.e Report 194i8) Para 240 page !07. Tbc Jr an
ti on Enquiry CommPBion,. h4>~YU w not in favour of any change. ->ec its 

, Jlcport ((953--~), Vol. II, Ch. 1XII, para~50. j 
' I , ' . . 
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Sub-clause (4)-Under existing section 61(3) the power 
to take disciplinary action against persons "other than law
yers or accountants subject to their respective professional 
bodies", is vested in the Commissioner. It is proposed to 
transfer these powers to an authority whose constitution 
would be laid down in the rules'. The present provision 
authorising appeals to the Central Board of Revenue will, 
of course, continue. 

Sub-clause (5)-is merely a transitional provision. 

Notes to clause 325 

No comments are needed. 

Notes to clause 326 

No comments are needed. 

Notes to clause 327 

No comments are needed. 

N Otes to clause 328 

The word "year" has been replaced by words "assess
ment year" for precision. In addition to income-tax, super
tax has also been added for the sake of precision. 

Notes to 'clause 329 

Sub-clause (1).-It has been made clear that the rules 
-will be published in the Official Gazette. 

Sub-clause (2).-Paragraph (c) is new and is intended 
to empower the Central Board of Revenue to make rules 
·(i) for the registration of Income-tax Practitioners \Wlo 
are not lawyers or accountants and (ii) for the constitution 
-of an authority to take disciplinary action against them•. 

The changes made by the Finance Act, 1958, have been 
_given effect to. Further, a provision for rules regarding 
income-tax verification certificates has been added, since it 
is felt that a statutory provision on tQ.e Subject would be 
·useful. 

Sub-clause (3)-does not need any comments. 

Sub-clause (4}-has been brought into line with recent 
"legislative practice. 

E.risting section 60. 

Existing section 60(1) authorises the Central Govern
·ment to make exemptions, reduction in rates or other modi
fications regarding income-tax in certain cases. Sub-section 
(3) of that section. however, provides .. that after the com• 
mencement of the Indian Income.tax (Amendment) Act, 
-··-- -- ------ -·---------- ----------•--, 

1 Cf !he Amendment Bill that was introduced In 1951 (which was allowe4 
ito lapiie), printed in (1951) 28 I.T.:flt. 46; 47. 

Vid, note, to drafl clause 3114 (4) . • 
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1939, this power will not be e~rcisable except for thQ pur
pose of rescinding exemption, etc. already made. The re
sult is, that no new •exemption etc. can now be grhnted 
under section 60, sukection (1). In view of this, thi$ pro-
vision has been omitted ill the draft. . 

So far as exemptions already granted are concerned 0 

the question of their retention for assessments under the 
new Act will have to be considered by the Government, 
when the transitional provisions are drafted ( Cf. note re~ 
garding repeal etc. below). 

So far aS assessments for any period prior to the com~ 
mencement of the new Act are concerned, exemptiohs al• 
ready granted under section 60(1) should, of course, con
tinue to have effect, and the power to cancel them µnder 
section 60(3) should also continue (Cf. Note re:· repe•.l etc. 
belowJ. 

Note on Repeal and transitional provisions 

(At first, draft clauses on repeal and transitional pro
vision were prepared in the Commission, but later • was 
felt that it need not be done in the Commission and tnight 
be left to the Ministry of Law.) 

When the new Act comes into force, the existing Act 
i.e .. 1922 Act will, of course, cease to apply. While dl'Jlfting 
the repeal clause, it would be desirable to consider Which. 
of the following courses should be adopted.-

(}) Absolute repeal of the existing Act-This l'y not 
be feasible, since it .would necessitate innu rable 
saving provisions and' may cause inconve ·ence· 
also. 

(2) Formal repeal of the existing Act with a pr~' ision 
that so far as the 8$Sessments etc. for asse ment 
years prior to the commencement of the ne Act 
are concerried, the existing Act will contin e to 
apply. This seems to be _the method adop ed in 
section 13 of the Finance Act, 1950 (25 of 19 ) and 
section 6 of the Taxation Laws (Extens on to 
J ammu and Kashmir) Act 1954 ( 41 of 1954) hichp 
while repealing the old laws, preserve the ol laws 
for the purpose of "hlvy, assessment and coll ction" 
of income-tax, etc. for past years. 1 • 

Section 527 of the U .K. Act. 1952 follows the : same 
method; sub-section (1), main para, repeals the pJtevious 
laws as listed in the twenty-fifth Schedule, but the proviso 
enacts that the provisions of the new Act "shall not apply 
to income-tax for the year 1951-52 or any previous year of 
assessment and the~ovisions of the enactments me,ioned 
in the twenty-fifth heduleij·a11 continue to apply r tax 
in any such year to he sam xtent that they woul have 
applied thereto if Act ,not been passed". 
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Section 2 of the Australian Income-tax and Social Ser
vice Contribution Assessment Act, 1936-1953, while repeal• 
ing the enactment concerned (vide the main paragraph), 
Qrovides (vide first proviso) that the Act repealed by this 
sect;on, shall continue in force for all purposes in connec• 
tion with income.tax payable .for any financial year prior 
to,the financial year commencing on the 1st January, 1936 . 

. [It may be noted that the saving embodied in the 
various Acts referred to above varies in each Act. Thus 
the Indian Acts i.e .. Finance Act. 1950 and the Act relating· 
to Jammu and Kashmir, save the old law for levy, assess• 
ment and colLection of tax etc. The U.K Act saves the old 
law· for tax. The Australian Act saves the old law "jor all. 
purpvses"'.] 

(3) Another alternative woµld be, not to "repeal" the 
existing Act, but to provide that it ''shall cease to apply". 
(A ciause framed on these lines would not of course, attract 
the provisions relating to repeal in the General Clauses Act 
and they will have to be specifically incorporated in the 
repeal clause). 

A precedent for this will be found in section 130 of 
the Canadian Income-tax Act which, instead of effecting a 
specific repeal, merely provides that provisions of the In
come-tax War Act (i.e: the ejlrlier Income-tax Act of 
Canada) "are not applicable to taxation years after the 1948. 
Taxaticin Year'". 

Title I, sub title A, section 1, U.S.A. Internal Revenue 
Code, (U.S.A. Statutes 1934 Part Ip. 683) provides that the 
pro\·isions of the new Act shall not apply to assessment 
years commencing prior to 1st January, 1934, and income
tax for assessment years prior to that date shall remain 
unaffected by the new Act and shall continue to be govern-
ed by the applicable provisions of the old Act. 

If this third alternative is -adopted, notifications and 
orders etc. can be jssued under the old Act on all matters 
in respect of assessment years prior to the commencement 
of the new Act. 

(It may be stated here that the re~al clauses in 
section 53 of the Indian Income-tax Act, 1918 (7 of 
1918), section 8 of the Indian Income-tax Act, 1920 (19 of 
19~0J and section 68 of the Indian Income--tax Act, 1922 (11 
of 1922) might not be very helpful in drafting the repeal 
clause. These Acts straight-away repeal the old Act and· 
add that such repeal shall not affect the liability of any 
person to pay any sum due under the old Act.) 

'· Hence, assessmmts in Canada still ~ti11ue to ~ made and disputes. 
litigated and under the old Act in respect of prc-19-48 ~e. Vid, P!axton,. 
Income-tax Law, 19n, Second Supplement. , : 
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Tr•nsitional provisions 
A number of orders, notifications etc. issued under the 

existing Act, will have to be continued for the purposes of 
the new Act, until the appropriate action is taken under the 
new Act. The actual form of the clause on the subject 
would, of course, depend on bow the repeal clause is fram
ed. If the usual repeal clause is adopted, section 24 of the 
General Clauses Act would have the effect of continuing 
appointments, notifications, orders, schemes, rules, forms. 
bye-laws etc. But still a number of other things which do 
not fall under section 24 of the General Clauses Act would 
have to be dealt with. If straight-away repeal is not effect
ed, the continuation clause will, of course, have to men
tion orders, notifications ·and, rules etc. also. 

It may be necessary to make some provisions as to 
how far the Act is retrospective. Section 129(6) of the 
Canadian Income-tax Act, may be compared. 

Provision for ensuring that income taxed under the 
-existing Act is not taxed again under the new Act might 
also be necessary. 

Since the Tribunal is proposed to be abolished, ~t may 
be necessary to make elaborate provisions in res~ct of 
proceedings pending under the existing Act before the 
Tribunal. These proceedings may include not only appeals, 
but also applications for making a reference under section. 
'66 of the existing Act. It will also be necessary to provide 
how references pending in the High Court under section 06 
-or applications pending in the High Court under section 
66(2) or section 66(3) should be Q,ealt with, and also as to 
the authority which should carry out the decisions passeJ 
by the High Court on these references. Where an applica
tion under section 66(1) has been rejected before thit com
mencement of the new Act, it would also be neceS9:l.ry to 
provide that the assessee or the Commissioner mayi apply 
to the High Court as regards the merits or as regards the 
issue of limitation. Provision will also have to be: made 
as regards decisions given by the Commissioner or /'i..A.C. 
(before the new Act) in respect of which an appeal; could 
have been filed to the Tribunal if it had not been abcf.ished. 

The usual clause relating to power to remove difficul
ties in achieving the· transition or giving effect to the pro-
visions of the Act will also have to be embodied. • 

Notes to Ftr.1t Schedule 

Rule 1 
The existing Schedule uses the expression ''year" 3nd 

-defines it in rule 5(1). In the draft, however, the expres
sion '·previous year" has been used. The definition of 
"previous year" as adopted in the draft' deals specifically 
with insurance business, so t.hat the expression "pr~ding 
year'' need not be ll.Sed in .ti.e substantive provisi♦ns. 

1Draft clau,e 5. 
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Instead of the expression "income profits and gains"~ 
the shorter expression "profits and gains" has been used, on 
the lines of the existing section 10, 

Rule 2 

Slight changes have been made to simplify the lan
guage. For example, the existing Schedule, rule 2 proviso, 
clauses la), (b) and (c), repeat the word "plus". This has 
been replaced by the words "aggregate of the following". 

Rule 3 

The following drafting changes have been made:-

1. The first proviso to the existing Schedule, rule 3(a';. 
has been omitted, as it was applic'able only to the "first such 
computation" made under the rule. 

2. The second proviso to the existing Schedule, rule 
3(a) says that if any amount reserved for policy holders is 
n.Jt paid to or expended on behalf of the policy holders, 
:hen the proportion previously allowed as a deduction is 
to be treated as a part of the surplus. The proportion has 
been described as "one-half or four-fifths as the case may 
be". The reference to ''one-half" in the Act is noi intelli
gibi.e on first reading, because the deduction allowed is four
fifths under the main para of existing Schedule, rule 3(a). 
The text of the rule. as it stood before the amendment made 
by Act 25 of 1953. contained the words "one-half" and the 
intention apparently was to cover also cases where a deduc
tion was allowed before the amendment of 19511. 

Ordinarily speaking, by the time the new Act contes in 
force cases of deductions under the existing Act as it stood 
before 1953 will have been exhausted. However, as a 
matter of caution, the reference to "one-half" has been 
retained in the draft. 

The words "under this Act or under the Indian Income
tax Act, 1922" have, however, been added in the draft, in. 
order to deal with cases where a deduction under the exist
ing Act is to be adjusted in the surplus under the new Act. 

3. Existing rule 3, clause (b), uses the words "securi
ties or other assets". But the appropriate word seems to 
be "investments"; that iS the word used in the existing 
Schedule, rule 6, last sentence. The draft, therefore, uses 
the word "investments", 

4. Existing Schedule, rule 3, clause (c), has been incor
porated in the draft sub-clause (c), with minor drafting 
changes made for the sake of precision. 

Ru.le 4 

This does not need any detailed comments. 
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' Rule 5 

The changes made are all of a drafting n'aturef and do 
not affect the substance of the existing law and practice. 

Para (a).-The existing Schedule, Rule 6, says that the 
balance disclosed in the accounts is to be adjusted so as 
to exclude from it any expenditure "other than expendi-
ture that may .............. under section 10 ........ be allowed 
for in computing the profits etc. of a business". It is only 
-expenditure that is excluded; deduction for depreciation is 
not, it seems, to be questioned, and must be allowed ;;,s 
entered in the accounts'. Para (a) is intended to mfl.ke this 
dear. , 

(It does not appear to be necessary to make any simi
lar specific provision for deductions in the nature o~ loss on 
resale of assets etc., since disputes regarding the quantum 
-0f such deductions are not likely to arise frequently). 

See also notes t9 Para (b) below. 

Para (b).-Depreciation having been provided,for in 
sub-clause (a), it becomes possible to use the wide 1Vording 
.adopted in this sub-clause, viz., that all "deducti(lp_s" not 
allowed under section 10 should be added back. 

The additions made by draft paragraphs (a) Jnd (b) 
-could have been made in the draft for life insurance also, 
but it has not been considered necessary to mate such 
changes there, for two reasons; first, the existing; rule 3 
is lengthy enough,. and secondly, since the bulk bf life 
insurance business will now be carried on by the Life In
-surance Corporation, a statutory body, the need for any 
•detailed clarifications will not be felt. • 

Para ( c) .-This merely simplifies the latter1 half of 
existing schedule, Rule 6, by incorporating the prf>visions 
of existing Schedule, Rule 3(b), so as to render thr refer-
-cnce to that rule unnecessary. 1 

Rule 7 

The definition of "preceding year" has been omhted; it 
is covered by the definition of "previous year" as -.dopted 
in the draft. 1 

The definition of "securities" has been replac~ by a 
definition of "investment". i 

Notes to the Second Schedule-

The detailed procedure for recovery of tax h~ been 
g1ven m this Schedule. The draft 1s mainly bcised on 
the provisions of the Bengal, ~ublic Demands Recovery Act, 

1Cf. C. I, T. v. Cal.:IIU~ Juu,~-ii.flrJlu, (1952) 21-I.T.R. 404- ~ 
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1913, which appears to be the most comprehensive of the 
Provincial and State Acts on the subject. Slight changes of 
substance have been made at one or two places, and the 
provisions have been embodied in a re--arranged form. 

Notes to the Third Schedule 

The Schedule does not need any comments. The pro
visions relating to attachment by the Collector will apply 
to distraint etc. effected by the Income-tax Officer himself. 
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NOTE BY DR. N. C. SEN GUPTA 

I am in agreemeat with the lines of approach to the 
Income Tax Act adopted by the Report. I appreciate and 
agree generally with regard to the important provisions. 

There is one thing however which I must repeat once 
again. I think it would have been an advantage if the con
sideration of the Income Tax Act had been adjourned unt.il 
the Tyagi Committee had formulated their conclusions. I 
have been informed that the Chairman thought otherwise. 
Because he expressed the opinion that the Tyagi Com
mittee has nothing to do with these proposals. I shall clear 
up the matter. 

Income- tax is now only one of a number of personal 
taxes which, as things stand, have to be assessed by the
Income Tax Officer. The result is that thoere is nothing to 
show that it will be the same Income Tax Officer who will 
assess a person-{l) for income and super tax, (2) for ex
penditure tax, (3) for wealth tax and (4) for Estate duty. 
But assessment proceedings must necessarily involve an 
examination of the accounts of the assessee for each of these 
purposes. The same account will have .to be gone througn 
in the Tax Office, not once for all, but separately and not 
necessarily by the same Income '.l'ax Officer. It would be 
not only convenient but almost necessary if the whole 
thing could be taken together in the case of a person who 
has to pay all these separate taxes or more than qne of 
them. Each assessment proceeding will be separately start
ed accordmg to the procedure laid down in the separate 
Acts and necessarily the same accounts will have~to be exa
mined in each case. Now the Tyagi Committee can evolve 
a measure by which the integrated taxes could be assessed 
in the same office for each person and by a simpler proce
dure. It would be an undoubted. advantage. But it is not 
possible now to suggest in connection with the Income Tax 
Act how this can be done or hf:!W the separate proced~res of 
these several Acts can be inttgrated or amalgamattd. It 
would see!n, therefore, that my suggestion to consider t.he 
procedure of the assessment of income tax after the Par
liament has finally decided on the integration or othJ?rwise 
of the proceedings on the report of the Tyagi Committee 
would be advantageous. Without that it may very vrell be 
that all our labours upon the Income Tax Act would 1>e lost. 

With regard to the content of the ~rt, I will refer 
to one or two matters only. The Report takes into account 
all the shortcomings of the present procedure and the con
fusing mode in which it has been laid down in the Act, and 
it seeks to safeguard t'he interest of the tax-payers ad.e
quately. I am in full sympathy with the criticisms which 
have been made and the lines of approach. As it is, 
the long-drawn proceedings of income tax assessment and 
the present features ,of tax1· all round, amount to f. great 
pressure on and hatdship mn,all assessees. But ,at the 
same time it leaves 

1
0l)en e-gaps for escaping '4-yment 
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of the tax by sufficiently resourceful and rich parties. It 
is true that the assessee has got to be safeguarded against 
oppression and at the same time, it should be seen that 
the tax is not evaded by rich parties. For this purpose, I 
am afraid, the procedure in the present Income Tax Act 
is not adequate. The draft report attempts to make several 
efforts to remedy this defect. But I do not quite agree 
with its treatment to the question of evasion. The amend
ment suggested in section 34 seems to me to be generous 
to the assessee. But we have got to see whether it does 
not become too generous to a wily evader at the cost of th~ 
honest tax-payers who have to bear additional burden. I 
agree that there ought to be a limit to the period for which 
the proceedings for taxation could be re-opened. Whatever 
limits are fixed, there ought to be a general principle laid 
down that i£ escape from assessment or under-assessment 
has been shown to be due to any· dishonest or fraudulent 
practice of the assessee, there ought to be no limitation to 
re-open the proceedings. On the other hand. the limitation 
in ordinary cases ought not to exceed what is now prescrib
ed under the Act. 

With regard to the procedure of assessment and appeals, 
I agree with the proposals made. But I am not sure that 
the members of the Committee have given adequate con
sideration of the principles in French Law. Under that 
Law, in the case of assessment and realisation of provincial 
taxes, the matter is primarily within the jurisdiction of ad
ministrative officials. But it is provided that if any ques
tion of title is raised before the matter receives the sanc
tion of the Ministry of the Interior, the Administrative 
Officer-in-Charge of the proceedings has to refer it imme
diately to a Civil Court after which the proceedings take 
the form of a Civil suit. Something similar to this is to be 
found in a Bengal Act. the Estate Partition Act. Under 
that Act appeals to the Civil Court are strictly limited. But 
if a question of title is raised in any stage of the pro
ceedings, the Collector carrying on the proceedings has got 
to stay the proceedings and refer the parties to the Civil 
Court. [ think some procedure like this might be con
veniently provided for in the case of income tax assessment. 
There are some questions which would ultimately go from 
Civil Court upto the High Court even under the present 
Act. If such questions are raised at an early stage of assess
ment, the law may provide that the matter must be referred 
to the Civil Court and assessment proceedings stayed. 
Otherwise the assessment proceedings would be regarded 
as purely •administrative-though under the strict control 
of the superior Administrative Officers, represented in 
France in the Council d' estate. 

With further i-eference to the Income Tax Act in the 
proposals before the Tyagi Committee, I wish to add a 
few words with reference to my plea for, the simp1ifie(j and 
integrated procedure in the asse$ffient ~ all personal taxea 
It will be remembered that ilie- new ~nal truces have 

32-1 l,a.w-Com./58. : 
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been imposed on the 1lasis of the report of Professor Jtal. 
dor in which I find th.at he giWS: some indication about: the 
procedure. The ptindples behmd ·the new taxation::'.,_ 
cording to Kaldor Report, are llClt independent of each o er. 
The taxes are intended to check. and balance each oth r,
so that there may be 1n int~~ taxation. It is n the 
same thing as was ask•d for bf Older economists uude the 
name ~f a single tax. For that furpose also it is nee 
that in assessing one tax. ref♦rence will be made the 
other taxes, so that ultimatelj there is no conflict o in~ 
consistency between dift'erent alliessment. • 

As to the mode of assessment Professor Kaldor 
to the Swedish proceclure. 1- Appendix A he gi 
suggested. form of a comprehensive return .for 
taxation in which the entries .are made with referen 
this and also other ~ :whicli have not been impo 
In Appendix B, Part Two, he· gives the form of a r 
under the Swedish Larw whicb. is based on the same 
ciples. The whole return goes to the same officer 
parently carries out inyestigations in respect of them, 
a view to a consolidated assessrnent. Unless somethin like 
this is done in India also, the objective of Professor Kal
dor'.S suggestion about multipJe personal taxes wo be 
defeated. Therefore, 1 suggested that the whole law pro
cedure for the asse5Slflent and realisation of taxes uld 
be recast on the line,; ;suggested in Kaid.or's report an for 
that purpose I shoul(l sugge,t that the Committee: now 
appointed should go into the question of laying do-,vD a 
procedure by which f:,,impliciiY and coordination ml be 
properly achieved. Tile question of the amendment the 
procedure of the IncQme Tax Act must necessarily ait; 
and the procedure not only for .income tax but for a the 
personal taxes together should be laid down in one act-
ment. , 

I do not accept the priqclples of Professor Ka-frlor's 
report in their entiretf. But ts -we are not concerned!;,ith 
the amendment of the tax structure, at l~ast this ca• bOt 
accepted that the procedure laid down should be !fas 
to avoid multiplication of p~edings and 1-E!lld to a e 
just assessment of tai.es than: under the :separate- t tiorr 
laws. 

There is another aia~r which I should like to m= 
with reference. to P:cQiess,or ltaldor'-s report. Hi& cri: 
of the provlsions of the Incor:te Tax Act for asselt of 
Companies are trenclant but entirely justified; and • sug. 
gestions for the simpJificationt r>f the procedure wi • the 
frame-work of the ptesent tax structure are wo ol 
serious consideration. I regret to find, however, th our 
Draft Report does not malce ai:Ly reference to that an pro
ceeds as if the Incoms Tax Act Was the sole Act with "'f:"hicll 
we are concerned. I think it Wlts our duty to point 0,t the 
improyed procedure:[.• giv~ / effect to the ~axati~ 

OIPN-s.2-1 Law C.../58-30-12-.5 .. too. 
.lj<I-) N. C. SEN, G-q!'T , 
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