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Appointment of Auditors to from the management, who are in

Companies. —Appointment of Audi-
tors to Companies are made under
Section 144 (3) of the Indian Com-
panies Act which reads, ‘ Every
Jompany shall at each annual
general meeting appoint an auditor
or auditors to hold office until the
next annual general meeting’’. It
can be questioned whether the
intentions of the above provision,
if strictly interpreted, will allow
the management to take any part
in the voting on the subject. [t is
well-known, however, that only
the management are, in an over-
whelming number of instances, able
to exercise the power of appoint-
ment and to fix their remuneration.
Auditors are the only persons, apart

full knowledge of the working of
the Company and the shareholders
depend on them entirely for all the
informations about the business
that are allowed to be published
under the Act. Thus they have g
very responsible duty to the share-
holders and it should be clear that
the shareholders in this context
means only the persons who are
unconnected with the management
of the affairs of the company. Thisg
leads_ us to the question whether
appointment of auditors should at
all be influenced in any way by the
Directors or the Managing Agénts.
We do not, fox;; SmorRent, suggest "~
that auditors™ it the execution of
their dutiesﬁénd themselves to the

-
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vagaries of the management, but
at the same time, it should be noted
that this raises an important point
of ethics. On this there can be no
hesitation in declaring that the
managetent should have no voice
in the selection of auditors. [t
will be a happy feature if the Direc-
tors should refrain from collecting
or using proxies for this purpose.
It will be a great reform beneficial
to the Auditors and the investing
public alike if suitable enactments
are made to rectify the position.

Capital Expenditure.—Business-
men and Accountants are often-
times perplexed by varied ilegal
decisions that are pronounced time
and again all over the world on the
subject of distinguishing between
Capital and Revenue Expenditures.
What to a lay businessman will
appear to be a clear item of busi-
ness expenditure is considered as
capital expenditure under the Com-
panies Act and the Taxation Acts.
We have thus instances of expendi-
ture cn royalties, wasting mines,
etc., classed as Capital Kxpendi-
ture, although it is well-known that
the money paid was for the parti-
cular purpose of exploiting the
mines and ceases to represent any

tangible asset at the end of the.

periods stipulated under the agree-
ments to exploit them. The share-
holders of companies exploiting
these mines, etc., however, can go
about complacently without any
indication whatsoever that their
capital is rapidly diminishing.
Taxation authorities can g0 on
collecting taxes on the excess of
receipts over working expenses
without conceding anything as
depreciation on these wasting
assets. This appears to us to be
anamolous and it is for the commera
cial public to agitate and insist on
provision bheing made . for them
under the Companies Act and on
such provision being allowed under
the Taxation Acts. The Taxation

. authorities should also be urged to

allow yearly write-off of deferred
revenue expenditure and of nume-
rous other items which do not
represent any asset, tangible or
even intangible, so long as the
expenditures are necessary for the
business. Commonsense interpre-
tations should prevail in distin-
guishing between capital and
Revenue and no complicated or far-
fetched interpretation difficult of
appreciation to the lay-mind should
be imposed.

SPECIAL ARTICLES

- Appointment and retirement in rotation of, vacation of
offiee by and removal of Directors of public Companies
under the provisions of the Indian Companies Act, 1913

(M S, SRINIVASAN)
(Continued from pape 117.)

Regulations 78 to 82 of Table A
are, under the provisions of Section
17 of the Act, applicable to all
lation 78 runs as

directors shall retire from office,
and at the ordinary meeting in
every subsequent year, one-third
of the directors for the time being
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The phrase, “The whole of the
directors”, is used in sub-section (2)
of Section 83-B, anhd in Section
87-I. As a statute must he con-
strued literally that phrase must
be taken to mean all the directors
of the company for the time being
inclusive of the directors that are
not, according to the articles of the
company, subject to retirement in
rotation. Ifthis literal interpreta-
tion is given to the phrase, in the
absence of words such as “the
whole of the directors that are sub-
ject to retirement in rotation”, the
effect has to be observed in the
application of the five regulations.

At the first ordinary general
meeting all the directors, inclu-
ding the directors that are not

_subject to retirement in rotation,

must retire from office and at
the ordinary  meeting in every
gubsequent year one-third of the
directors for the time being must
retire. To have a consistent in-
terpretation, “one-third of the
directors for the time being ” must
include the directors that are not

subject to retirement in rotation. -

When the whole of the directors
retire in accordance with the pro-
visions of regulation 78 of Table A,
the first ordinary general meeting
may fill up the vacated office by
electing a person thereto in accor-
dance with the provisions of
regulation 81 of table A. This
regulation runs as follows:

“ The company at the general meet.
ing at which a director retires in
manner aforesaid ‘may fill up the
vacated office by electing a per-
gon thereto.” , ,

If regulation 78 is interpreted in

in rotation under the articles of
the company to retire at the first
ordinary meeting of the company,
then, the places vacated by such
directors can be filled up only by
the company in general meeting

as per the provisions of regulation
81 of Table A.

Lord Lindlay, in his treatise on
Law of Companies, Volume I, page
471, has observed that—

“Vacancies occurring by retirement
under these provisions must be
filled up by the meibers at the
meeting at which fhe directors
retire,”

This is the meaning he hasgiven
to the following article in the
English Act, 1862;—Article 61 of
Table A of the First Schedule to
the English Companies Act, 1862
is.

* The Company at the general meet-

ing at which any divectors retire
in manner aforesaid shall fill up ..

the vacated offices by electing a
like number of persons,”

Article 58 of Table A of the said
English Act is similar to regulation
78 of Table A of the Indian Com-
panies Act, 1913. Ia such circum-
stances, the said regulation 61 of
Table A of the said English Aet
being similar to regulation 81 of -
Taple A of the Indian Compa- °
nies Act, 1913, the interpretation
given to regulation 61 by Lord!
Lindlay must also hold good to an "~
interpretation of regulation 81 of -
Table A. Thereis g small difference . .
‘between the languages of the. afore-"""
said regulations 61-and 81 of Whe
English and Indian Acts: The '
English Act says that the vacan-: =

A

or, if their number is not three or
a multiple of three, then the num- -

;‘“ T At gHe first o

. the company,
coAesy

such a manner as to make it obli- cies “ must'be filled up”, while the,
ber nearest to one-third shall _gatory on the part of the directors Indian Act, says ;tha.t_ . compa.
retire from office.” that are not subject to retirement “may fill up”. According to:

g SEE
(2 . ) i E

meeting of
ole: of the
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lation 61 the vacancics must l’,“.
filled up by the 111(:{nb(:r>;, zmd‘ it
not, regulation 62 of the lCn;:hs_h
Act will come into effect, zu_'l_d this
regulation is similar in cflect to
regulation 82 of Table A. Therve-
fore, all the vacancies caused hy
the retirement of the whole of the
directors at the first ordinary meet-
ing of the company may be filled up
by the company in general meeting.
As the words, “may fill up”, are
used in regulation 81 of Table A, it
may be surmised that the company
in general meeting at which the
whole of the directors retive is at
liberty to resolve that certain pla-
ces so vacated need not be filled
up. But under no circumstances
can regulation 81 be construed to
mean that any of the places so
vacated by the whole of the direc-
tors at the first ordinary meeting
of the company can be filled up by
any body other than the general
meeting ab which the retirement
took place, and consequently any
provision in the articles as to
non-retirement of certain directors
will be reduced to a nullity. And
also any right given to an outside

body for the appointment of certain

directors that need not retire in
rotation cannot be exercised at all
after the first ordinary general
meeting of the company.

It is beyond doubt that one is
eutitled and indeed bound, when
construing the terms of any provi-
sions found in a statute, to consider
any other parts of the Act which
throw light upon the intention of
the legislature, and which may
gerve to show that the particular
provision ought not to be construed
as it would be if considered alone
and apart from the rest of the Act.
Asalready observed, Sections 83-B,
86-(, and 87-I of the Act contemp-

Inte appointment of divectors that
may not be subject to retivement
in rotation.  Therefore, regulations

73 to 82 of Table A must be inter-
preted in such a way that the
existence of certain directors who
are not subject to retirement in
rotation is not made into a nullity.
These regulations must be construed
in such a way that there is the
probability of directors existing in
the board without being obliged
to retire or being obliged to
be elected by the members in gene-
ral meeting. Unless regulations
78 to 82 are made applicable
only to directors that are subject
to retirement in rotation, it is not
practicable to have any directors
that are not subject to retirement
in rotation, Ifthis is the correct
interpretation of those regulations,
tbe phrase, “the whole of the
directors”, occurring in regulation
78 has to be given a meaning which
is different from the meaning to be
given to the same phrase occurring
in sections 13-B and 87-1 of the
Act. The phrase in regulation 78
must be taken to mean “the whole

of the directors that are subject to

retirement in rotation”. How far
such an interpretation is legal is a
fit subject for a Court to decide
upon.

Further, the use of the words,
“eglection”, “re-election”,
«olecting” and “re-elected ” in
regulations 79, 80, 81, and 82 of
Table A respectively justifies such
an interpretation as such words
cannot be applicable to the direc-
tors appointed by outside bodies as
there is no question of election in
such cases.

Though sec. 83-A of the Act
has provided a minimum for the

board of directors the act has not .

4
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fixed any maximum, and there-
fore the articles of a company can
and usually fix a maximum for the
number of directors. But articles
can be and are sometimes framed
without limiting the number of
directors. Companies that adopt
Table A must conform to regula-

tion. 68 in the matter of the number
of directors.

When the Company is incorpora-
tqd there must be at least three
(_ilrectors. The directors who come
Into existence as such along with
the incorporation of the company
are usually called the first directors,
Such directors are usually named
in the articles though there is no
statutory obligation to do so. If
the first directors are not named
in the articles, they must be
appointed in accordance with the
provisions in the articles. But, if
the articles do not name the first
directors and no provision is made
in them as to the appointment of
the first directors, the provisions
clause (1) of sub-section (1) of sec-
tion 83-B of the Act will automati-

cally govern the circumstances and
the subscribers of the memorandum
of association will be deemed to be
directors of the company until the
first directors are appointed.

Tl_l.e.learned author, X.J. Rus-
tomji, in his bobk on Company Law,
second edition, page 181, has
observed that—

“Article 68, Table A, which provi-
des that the names of the first
dlrgctors shall be determined in
wxrlting by a majority of the subs-
cr1he¥s of the memorandum of
association, cannot be reconciled
with section 83-B.”

But the author has not pointed
out wherein the irreconcilability
consists. Article 68, Table A, is a
provision made in the Articles,
The provisions of section 83-B will
come into operation only when no
provision is made in the articles,.
The existence of article 68 in the
articles of association of a com-
pany cannot create any irreconci-
lability: ‘

(Wil continue)

STUDENT’S CORNER

Balance-Sheet—Audit

(S. P. S. IYER, Rr.A.)
(Continued from page 121.) ‘

Dgferred Capital Expenditure :
Preliminary Expenses:—T hese
would require close scrutiny, When
the preliminary expenses are borne
bv the company,no amounts should

. .be passed by the auditor other than

those mecessary for the obtaining
of the capital and for the commence-
ment of the business. Thaése include
the legal expenses connected with

connected with filing returns-an

the preparation of. the Memo- -
randum, Articles and Prospectus of
and drafting of the agreements with .
the vendors and under-writers, the
expenses of advertising the  prosp-. -

“ectus, stamp duties and fees, print- :

ing and stationery bills, and out-ofx -
pocket expenses including those .
d .,

the actual expenses of the jseus. -
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Vouchers should be seen for all
amounts expended, a strict enquiry
being made where none can he
produced. When a portion of the
expenses of the issue is undertaken
by the promoters, the clauses of the
prospectus must be followed, and
the auditor must see that the heavy
formation expenses and legal
charges do not improperly fall on
the shoulders of the company. The
expenditure under this head is
usually spread over three to tive
years, a proportionate amount being
written off each year out of profits,
and the halance is shown in the

~meanwhile on the assets side of the
Balance Sheet.

Brokerage and Commission on
Shares and Debentures, when
authorised by the Articles and
stated in the prospectus, can also be
treated in just the same manner as
preliminary expenses, but they are
required to be shown separately in
the form of balance sheet prescribed
by the Act. Incidentally, it is my
opinion that the nature of these
items would be more clearly indica-
ted by being grouped under the
distinct heading of ¢ Deferred
Revenue Expenditure = and shown
as the last item on the assetside,
instead of being mixed up with
other tangible assets as is done in
the form of balance sheet prescribed
under the Act.

Debentures and Discount on
Debentures :—The auditor should
examine the articles to see that the
companyis duly authorised as to the
issue of debentures. A company
cannot exercise borrowing powers
unless it is entitled to commence
business. Unlike shares, debentur_es
may. be issued at a discount in
which case they should be shown
on_ the liabilities side at their par

value, and jany discount allowed
should be stated distinctly on the
asset side until it is written off.
In the case of mortgage deben-
tures the register of mortgages and
a copy of the debenture or tfrust
deed should be examined to ascer-
tain the terms and conditions of
issue. He should also inspect the
Certificate of Registration of such
mortgage. The item should appear
separately in the Balance Sheet
with a note of the assets on which

the debenture holders hold the
charge.

Deferred Charges to Operations:-
Under this heading in the balance
sheet are usually grouped such items
as unexpired insurance, bond dis-
counts applicable to a future period,
prepaid royalties, experimental
charges etc. After the clerical
accuracy of the deferred charges
has been verified by the auditor, he
should satisfy himself that they are
properly carried forward to future
operations,

Whenever possible, documentary
proof should be produced in support
of the item carried forward, as for
example, with unexpired insurance
the policies should be examined to
verify the dates of expiration, the
amounts covered, and the propor-
tion of the. premiums carried for-
ward; with royalties the agree-
ments should be examined; with
experimental charges the vouchers
and particulars of the work done
should be looked into, ete.

The examination of the deferred
charges will usually furnish the
auditor with interesting informa-
tionin regard to the accounts of
the company, e.g.,

1. the werification of experimen-
tal charges carried forward will fur-
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nish valuable information as to the
production and future policy of the
company ;

2. royalty voucherswillgenerally
furnish a check on the production
of mines ;

3. an examination of the insura-
nce policies will show whether the
properties are mortgaged or covered
by lien and thus be an additional
verification of the liability for
mortgages on real estate, building,
etc., shown in the balance sheet;

4. the assets covered by insura-
nce will be ascertained and if any
omissions are discovered, they
should be mentioned to the client.

Capital Stock:—As a rule Trust
Companies are the transfer agents
for the capital stock of large corpo-
rations, and for verification pur-
poses it is sufficient to obtain letters
from them certifying to the'capital
stock outstanding.

It is essential in the case of
companies’ with cumulative ‘pre-
ferred stoeks outstanding to make
a note in the Balance Sheet of
dividends accrued but not declared.

Where companies issue their
own stock, the stock registers and
stock certificate books should be
examined and compared with the
lists of outstanding stock holders,

Share Capital :——For‘ a thorough

~scrutiny of the share capital, the

following steps are necessaty :—
<

1. See that the capital issued does
not exceed the authorised capital

~as 'shown by the Memorandum of
. Association ;™ . Y
_ 2. Bee that the minimum subscrip-
. tion has been recéived prior to allot-
“oment; oo L T

~see that the total number of shar

~pation and allotment. book ; -

3. Check the application letters
with the application and allotment
book, to see that the shares allotted
have been actually applied for;

4. See the Directors’ Minute_s to
ascertain that the allotment isin
order;

~,

5. Vouch the moneys received on
application and allotment as shown
by the counterfoil receipts in the
cash book;

6. Check the cash received on
application and allotment account
from the cash book into the bank
pass book and also with the applica-
tion and allotment book. Agree the
balance of the pass book with the
application and allotment account
in the ledger; ,

7. In case of application moneys .
returned to applicants, check the -
entries in the cash book with the
application and allotment book and
pass book, and vouch such pay-
ments with the letters of regret and
receipts by the payeeés acknowledg-

ing the return of money ; o
{ :

8. If any calls have been made,". |
see the minutes authorising the-
calls.

9. Vouch the cash recéived on
account of each call from the -
counterfoil receipt books into the

. cash book ; , ~

"10. Check the calls r‘écéived—»as- :

‘shown by the cash book. with the

call books and the bank pass bé\ok':v; o

11, Check the postings of the
application and allotment and'call
bopks into the share register,  ant

issued as agcertained from: j}
latter agrees with the total number
of shares asshown by the" appliga.

i
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19. Sce that the total cash vecei-
ved on account of share capital as
ascertained from the share register,
agrees with the credit balance
of shave capital account less debit
balances of allotment and chll
accounts, if any, in the financial
ledger ;

13. Note that the Directors have
taken up their qualification shares
and have paid for them to the
same extent as other share-holders;

14. When shares are allotted
for cousideration other than cash,
examine the contract constituting
the allottee’s title to the shares
together with the Minute authori-
sing the allotment: see that sach
contract has been duly filed with
the Registrar of Joint Stock Com-
panies; and

15. If shares are issued at a
premiunmn, see that the premium is
shown distinctly from the share
capital.

A minute examination of the
share capital having thus _been
made at the first audit, it is not
necessary to check the register of
members in detail each year, except
for the purpose of checking further
monies on account of capital, if
any, received during the year.

undry Creditors :—Under the
Ingian yCompanies Act, 1913,
«GQundry creditors” have to be
sub-divided to disclose the nature
of traunsaction that gave rise to
these liabilities as follows i—

For goods supplied.
For Iixpenses.
For Acceptances.

" For other finance.

The all-covering item *Sundry
creditors” does not convey any idea

§
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as regards the financial position
apart from the fact that liabilities
to that amount exist, When
stated as given in the 3rd Schedule
the reader knows how much of the
stock shown on the Asset side
remain unpaid for how much of the
expenses show in the profit and loss
account still remain as' liability,
and how much of the working
capital is furnished by the Bills of
exchange. These being material
considerations in forming an idea
as to the financial fluctuations of
the company, the Balance Sheet
which is prepared with this end in
view serves its purpose well if
these facts are shown as required
in the Indian Companies Act.

Bonded Debt:—A copy of the
mortgage hypothecating the Assets
of a company to the trustee for the
hond-holders should be examined
and the terms thereof noted. The
amount of the bonds registered,
issued and in treasury, rate of inte-
rest and the duration of the bonds,
shoald be shown on the face of the
Balance Sheet. A certificate should
be obtained from the Trust certi-
fying to the amount of bonds out-
standing etc., as a verificatien of
liability in the Balance Sheet. The
interest on the bonds outstanding,
shown in the Balance-Sheet, should
be calculated and reconciled with
the interest on Bonds, as shown in
the Income account.

Sinking fund provisions in mort-
gages should be carefully noted
and care taken that they are given
effect to in the accounts of the
company.

Bonds redeemed and cancelled
during the year should either be
examined or a cremation certificate
received therefor from the trustee.

June 1946]

Mortgages frequently stipulate
that the current assets must be
maintained at a certain amount in
excess of the current liabilities and
the Auditor should familiarise him-
self with such matters and any
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other stipulation in regard to the
accounts, or an audit thereof, that
may be referred to in the trust deed.

(Will continue)

| Letters to
Sir,

Kindly allow me to put forward
the _ difficulties which the R. A.
Articled clerks are encountering
and which is one of the main cau-
ses of the so low rate of success in
the R. A. Examinations.

. Firstly, though there is a provi-
sion in the Auditor's Certificate
Rules, 1932 that the employer will
by the best ways and means in his
power and to the utmost of his
skill and knowledge instruct or
cause to be instructed the Articled
Clerk and afford him such reasona-
ble opportunity and work as may
be required to enable him to acquire
the art science and knowledge
of accountancy, in practice the
employer helps the Articled clerk
to learn only that portion of the
science, art and knowledge of
accountancy which is required for
the Employers’ business purpose as
all the Employers entitled to train
Articled clerks do not possess
all t}le variety of business clients
(variety of accounts) which the
Articled Clerk has gotto learn. At
present there is no provision for the
Employers to hold any class (say
once a week) or meet and give the
Articled clerks opportunity to dis-
cuss about studies and give him
instructions, As a result of this
the major poriie

the Editor

and in most cases the whole of cost
accounting and other subjects as
Economics, Income-tax, Mercantile
Law have got to be learnt by the
Articled Clerks themselves without
any guidance in the theoretical
portion of the R. A. Course.

Secondly it appears from
Auditors Certificates Rules, 13%;
that the Articled Clerk is not entit.
led to any * privilege leave’ as the
paid clerks. The leave to which
the Articled clerk is entitled, 7.e.
for a period aggregating not more’ :
than one-eleventh of the services
actually rendered, is essentially-
required for the period next pre-
vious to the date of examina-
tion for preparations for the sama.
The provision asto three months
leave if the Articled Clerk attends
a Recognised Institution is super-
fluous in most cases as there is no
such!Institution even in a City like
Calcutta. These three monthsleave
should be afforded to the Articled
Clerk without any reservation.

I hope that the kind attention of
the learned R. A. Board will 1?:
drawn to remove such long felt
difficulties of the R. A. Articled
Clerks, ‘

N DT,

. [The Society of Auditors Coach;
ing Institute, Madras holds clasges "

)
A, for final R. A. candidates. Bd.] ~ .

M.
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NOTIFIGATIONS

CENTRAL BOARD OF REVENUE

Inconie-tac, New Lelhe, the 2ot
May, (010,

No. 12.—The following drafi of cer.
tain further amendments to  the
Tndian Income-tax Rules, 1922, which
the Central Board of Revenuw propo-
ses to make in exercise of the powers
conferred by sub-section (1) of section
59 of the Indian Income-tax Act, 1922
(XTI of 1922) is published as rcqui}'ed
by sub-section (4) of the said section,
for the information of all persons
likely to be affocted  thereby, and
notice is hereby given that the said
draft will be taken into consideration
on or aftoer the 1st August, 1946, Any
objection or suggestion which may be
received in respect of the =aid draft
hefore the date specified will be con-
sidered by the said Board.

Draft Amendment

In the Statement setiout below
ruale 8 of the said Rules under’ the
head * 11T Machinary and Plant"”—

(1) In sub-head (2) Item (xxvii) of
group B shall be deleted,

(2) In sub.head (3) the following
group and items shall be added,
namely .—

T—(rlass manufacturing cancernss

¥ Replacement of Direct Fire Glass
melting Furnaces will be allow-
ed as revenue expenditure,

(:) Recuperative and Regenerative
(3lags melting furnaces 15%

(i7) Other plant and machinery in-
cluding machinery for the
manufacture of vacuum tubes
and vacuum bulbs 10 per cent.

S. RA.NGANATH'AN Secy.
No. 13.—In exercise of the powers

conferred by sub-section (1) of section
59 of the Indian Income-tagx Act, 1922

(XI of 1922), the Central Board of*
Revenue directs that the followi;ggq :

fiurther anmendmeont ghall he made in
the Indian Income-tax Rules, 1922,
tho same having heen previously
published as required by sub-section
(4) of the said section, namely ;-

[a the form of * Notice of Demand
under Section 29 of the Indian fncome-
(e Act 1922, for advance payment of
L wnder section I8 (1) of the Act™
sot forthin Rule 20A. of the said Rules,
in the statement under the heading
Y Order uwnder section 184 (1) of lhe
Income-tax Aect (922" the columns
“Surcharge on  income-tax " and
“Surcharge on super-tax ” shall be
omitted.

PYARE LLAL, Secretary.
New Delhi 22nd June, 1946,

No. 17-—-The following draft of fur-
ther amendments to the Indian
Income-tax Rules, 1922, which the
Central Board of Revenue proposes to
make in exercise of the powers confer-
red by sub-section (1) of section 59 of
the Indian Income-tax Act, 19.2 (XI
of 1922) is published as required by
sub-section (4) of the said section, for
the information of all persons likely
to ba affected thereby, and notice is
hereby given that the said draft will
be taken into consideration on or
after 31st July 1946. Any objection

or suggestion which inay be received

from any person in respect of the
said draft before the date specified will
be considered by the said Board,

Draft Amendments,

In the *“ Korm of return of total
income and total world income for
individuals, Hindu undivided families,
companies, local authorities, firms and
other associations of persons required
under sub-section (1) or (2) of section
227, set forth inr sub-rule (1) of rule 19
of the said Rules—

‘ﬁeﬁ’?ﬁ”ﬁie sta%meht.un er Part IV—
F2 g .

';:,ga')‘*-in item :
as shown in Part V of this
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See note 17 {¢)'' for the figures, letter,
and brackets 17 (c)’’ the figures letter,
and brackets “ 17 (d)'" shall be substi-

tuted ; and

(b) after the above item as so amen-
ded, the following item shall be
inserted, namely :—-

" Scientific Research Eapenditure (if
not charged in arriving at the above
figure of profit).

() Any expenditure (not in the
nature of capital expenditure) laid out

‘or expended on scientific research

related to the business—See note 17(c).
Give details.

(¢) Any sum paid to an approved
scientific research association or an
approved university, college or other
institution for such scientific resgarch
—See note 17(c). Give details,

(¢e1t) Any expenditure of a capital
natur . on scientific research related
to the business admissible under sec-
tion 10(2) (xiv) of the Act—See note
I7(c). Give details.”

(2) in the Statement under Part V-—

(a) for the marginal note * See note
17 (¢) " the marginal note [ See note
17 (d) and 17 (2)}" shall be substituted.

{b) in the heading of column 2 for
the words, figures letter and brackets
“[See note 17 (¢})]" the words, figures,
letter and brackets “[See note 17(d)]”
shall be substituted ;

(c) 1n the heading of column 3 the
mark ‘'t ’’ shall be placed immedia-
tely before the word * Capital *'; and

(d) at the end of the statement to
the existing notes the following fur-
ther note shall be added, namely :—

**4(8) Capital expenditure on new
machinery or plant or new buildings
erected should be shown separately
and in the Remarks column against
each such entry, it should be indicated
that initial depreciation is claimed.”

(3) In the Statement under Part VI
for the existing heads at the bottom,
the following heads shall be substitu-
ted, namely :—

* Total income from property.........
Less (i) Claim for irrecoverable rent
(Give details separately).

(i) Income from property erected
during the period 1st April 1946 to 31st
March, 1948.

Net Income from property carried
tapart I of the return...........";and

(4) In the ** Notes for guidance in
filling up Return Form No. I.T. 11"

(n) to Note 1 A, the following shall
be added, namely :—

“Super-tax in these cases should be
calculated at the rates and in the
manner specified in the annual
Finance Aect.";

() in Note 17,

({) after paragraph (b) the follow.
ing new paragraph shall be inserted,
namely :—

“(c) Under section 10(2){xiz) (xiit) and
(xtv) of the Act, revenue expenditure
incurred by the assessee on scientific
research related to a business or te the
class of bysiness carried on and sums
paid to research ‘associations or insti-
tutions will be allowed in the assess-
ment of the profits of the year in
which the expenses were incurred,
Capital cxpenditure on scientific re-
search will be allowed in five consecu-
tive equal instalments and allowance
will be given also in respect of such
expenditure incurred not more than
three years before the commencement
of the business, Any expenditure on
scientific research incurred in the pre-
vious year for the assessment year
1945-46 is admissible as a deduction
in the assessment year 1946-47, but
not in any subsequent year of assess- -
ment’ ; '

(ir) the existing paragraph *“(¢)" )
shall re-lettered as ‘“(d)'’ and '

(i47) after paragraph “(d)" as so re-
let}ggye’d the following parifisg
}q;.a;ji}ied, namely :— 14 AN .

*“Me) Under section 10 (3) (i) olithe
Act special initial depreciation, willlbe .
adntissible in respect of new builgifs,

- : £y




*
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plant and machinery. In the case of
buildings, the rate is 10 per cent, of the
cost except in the case of buildings
erected in the period 1st April 1946 to
31st March 1948 for which it is 15 per
cont, In the case of plantand machin-
ery the rate is 20 per cent, The
allowance will not be deducted in
computing the written down value.”

No. 19.—The following draft of a
cortain further amendment to the
Indian Income-tax Rules, 1922, which
the Central Board of Revenue proposes
to make in exercise of the powers con-
ferred by sub-section (1) of section 59
of the Indian Income-tax Act, 1922
(XTI of 1922), is published as required
by sub-section (4) of the said section
for the information of all persons
likely tobe affected thereby and notice
is hereby given that the said draft
will be taken into consideration on or
after the 15th July, 1946. Any objec-
tion or suggestion which may be
received from any person in respect
of the said draft before the date speci-
fied will be considered by the said
Board.

Draft Amendment.

In rule 45 of the said rules, after
entry 6 the following entry shall be
inserted namely :-—

“7. Senior All-India Diploma in
Commerce awarded by the All-India
Board of Technical Studies in Com-
merce, Business Administration and
Economics of the All-India Council for
Technical Education provided that the
diploma-holder took “Advanced
Accountancy and Auditing’’ as his
optional subject for the diploma
course." » .

PYARE LAL,

Secretary.

LEGISLATIVE DEPARTMENT.
New Delhi, the ‘ May, 1946,

* ORDLYAOERG S TIraR 946,

W9 piomissory notes pay
bearer.
emergency has
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which makes it necessary-to prohibit
banks from issuing promissory notes
expressed to be puyable to the bearer
of the instrument :

NOW, THEREFORE, in exercise
of the powers conferred by section 72
of the Government of India Act
as set out in the ninth schedule to
the Government of India Act, 1935
(26 Geo. 5, ¢2), the Governor General
is pleased to make and promulgate the
following Ordinance:—-

/. Shorttitle extent and Comn
ment.— (1) This Ordinance ma;
called the Bearer Promissory N¢
(Prohibition of Issue Ordinance, 19

(1) It extends to
British India.

(2)- It shall come into force at once, T o~ - -

2. Interpretation.—In this Ord. —_
inance ‘‘bank " means a baaking )
company as defined in section 27E -

the whole ¢

of the Indian Companies Act, 1915 ;‘“‘“ """""""""" S

(VIIof 1913), and includes any brancl
of such bank but does not include T —-
the Reserve Bank of India.

———

3. Prohibition of issue of beares
promissory notes.--Notwithstandin .___
anything contained in the Negotia’ "
Instruments Act 1881 (XXV7Ior
no bank shall, after the comn
ment of this Ordinance, make 0; ,_ -
any promissory note expressed t.

—

o T N SR

payable to the bearer of the inst:
ment.

_ Penalty.—If any bank makes ( ~.
Issues any promissory notes |
contravention of section 3, ever.

S SN

director or other officer of the ban
shall, unless he proves that the

contravention took place without hi
knowledge or that he exercised al] due __

dilige_nce to prevent it, be deemaod *
be guilty of such contravention .

————

shall be punishable with a fine wi
may extend to twice the amount
which promissory notes were som
or issued

WAVELL,

Viceroy and Governor General, .
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~ THE INDIAN BANK LTD.
HEAD OFFICE :

of " Indian Bank Buildings ~, North Beach Road, Madras.
(X '

by

fo LOCAL OFFICES:

" Esplanade, Triplicane, Mount Road, Mylapore, Theagarayanagar,
Pums‘\walkam and Egmore.

’c

-+ BRANCHES AND SUB.OFFICES

Issued & Subscribed Capitai %, .. ... Rs. 68,71,800
Paid-up Capital £ . Rs, 48,90,215
Reserve Fund T -~ Rs 50,00,000
Deposits as on 30-6-46 exceed .. Rs. 17 (Illores
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A
All kinds of Banking Business done.
For particulars, apply to any Office of the Bank.

"

N. GOPALA IYER,
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in all the important places in the Madras Presidency and in Bombay,

1. B. N, 101." Secretary.
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