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EDITORIAL

Autonomous Board.—We have
urged in our columns for the consti-
tution of an autonomous body for
controlling the profession in this
country. The Government have
now accepted the principles and
have come out with their scheme
for the establishment of the autono-
mous body, which is published in
extenso elsewhere in this issue.
We welcome this steady improve-
ment in the outlook of the Govern-
ment, but we have to point out
that the scheme as set out by the
Government contains many
features which are not welcome to
the profession. The number of
elected representatives has been
fixod at 13 while the number of
nominees by the Government and
various other commercial bodies
have been fixed at 12 thus leaving
a bare majority for the elected
members. Having recognised the
principles of autonomy, we fail to
see, what purpose these nominees
of Goverament are meant to serve.
The profession would probably not

object to the inclusion of 2 or 3
Government’s nominees for the
transitional period but to dump 12
nominees as against only 13 elected
representatives would mean setting
the whole scheme at naught. The
other details of the scheme are not
also in cosonance whith the spirit
of autonomy. To quote an
example, the Government have
reserved to themselves the power to
remove the names of Registered
Accountants from the Register for
reasons other than non payment of
annual fees or at the request of the
Registered Accountant concerned.
We fail to see the reason for this
provision, as the Government have
also retained the power to dispose
of all appeals from aggrieved per-
sons. The Autonomous Board
should be left to deal with this
aspect also as it is a purely dome-
stic issue affecting the integrity of
the profession. Before finalising
their Scheme the Government
should constitute a sub committee
of the Accountancy Board to re-
draft their proposals.

Opinion of the Society of Auditors, Madras on the
proposed amendments to the Indian Companies Act.

The opinions received from various
members of the Society were considered
and in reply to the letter addressed to
the President of the Society, he is
requested to reply the Government
embodying the opinion on clause 8 and
11 of the Bill given below :—

Clause 8 of the Bill ;

“The Board of Directors function as a
body and the responsibility is in the
nature of joint responsibility. As long
as the Directors act in good faith and
their bonafides are not in question, the
democratic principle of the majority
decision prevails. The difference, if
any, among the Directors in these

circumstances will
opinion.

If the proposed amendment is in-
tended to serve the interest of the share-
holders, it can well be achieved without
it. Asitis, a dissenting Director is not
precluded from placing his views at the
General Body Meeting and if his
reasons are convincing the shareholders
n genera.l meeting may even now take
guch action as they consider best in the
interest of the Company. But given as
a statutory right, the proposed amend-
ment will do considg pesierey
especially in the hau¥0]
directors. It maglri ¥y
efficient mang;
the Compa

be only one of
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may tend to promote unhealthy
developments among the directors and
ultimately result in their lack of
enthusiasm and interest in the business
and thus spoil the reputation of the
business.

The copies of the recorded procee-
dings of the general meeting under the
signature of the chairman may be sent
to the shareholders within 30 days of
the date of the general meeting, thus
affording an opportunity to the absentee
shareholders to form a correct view
of the affairs of the Company as a
criticism of the dissenting Director if
any. Such-a provision will more than
fulfill the object of the proposed
amendment.

The shareholders of industrial or
other concerns in South India are
generally suspicious of the manage-
ment. Those that have attended
Company meetings will agree that the
level of discussion at general meetings
is invariably very low, The dissenting
director’s report may hamper the pro-
ceedings of the meeting and engender
critical situations and perhaps litigation.
Obviously unless the stage is reached
when the shareholders as a body raise
themselves to a higher level of con-
sidering matters dispassionately and
take decisions which will go to promote
the interest of the Company, the
remedy proposed will be worse than
the disease.

Clause 11 of the Bill:

Apparently the amendment has been
proposed without a correct appreciation
of the position of the auditor vis a vis
the Company. The auditor is the agent
of the shareholders and he discharges
his function without fear or favour.
The responsibility attached to the
Office is so great that an auditor cannot
at all afford to take risks, as the non-
disclosure of material facts if any
prejudicially affecting the interest of
the shareholders may find him in

and the infor-
%Y gement form
s report.
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the structure of the
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They are all there and the shareholders
in general meeting may apply to the

management for elucidation of points

requiring elucidation and "the auditor
by his presence at the meeting may
not be able to add anything usefully to
the report already made. The assump-
tion that the report of the auditor is
not complete or conclusive without its
being augmented by a personal explana-
tion which presupposes a certain
amount of reserve on the part of the
auditor when furnishing the report and
that the provision is intended to draw
it out of him, is manifestly unfair and
unjust.

A shareholder is entitled to act on
the strength of the report of the auditor
and the auditor is answerable for any
mis-statement of facts or other irregu-
farities which may be discovered at a
later date.

The provision will present difficulties
in practical working also, A person
having large Company work will hardly
find it possible to attend the meetings as
it is probable he may be required to
attend two or more meetings at one
and the same time. Companies distri-
buted all over the Province or
Country cannot be reached easily on
account of the distance and it
may not be physically possible
to attend the meeting at two distant
places convened for the same
day, not to mention of cases where
on account of ill health or otherwise
an auditor is not able to attend the
meeting at all. The Companies in
effect will be obliged to consult the
auditor before fixing the date of the
meeting if his presence at the meeting
is rendered obligatory. But in going
so far as that there is really no purpose
and the disadvantages more than
outweigh the advantages if any.

The cost of travelling is also an item
to be considered and it will be an unfair
burden on the Company and there is
hardly any justification for incurring the
expenditure as nothing useful will come
out of it.

Even to-day the fees sanctioned at
the general meeting of the Company to
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the auditor are very poor. Should the
auditor's attendance at the general
meeting be insisted upon. he may have
to spend out of his pocket moneys for
attending the wmeecting apart from the
loss of time involved by such attendance.
The businessman of the day and the
investing public do not have a correct
appreciation of the value of time and
work of the Registered Accountants so
much so the proposed step will be
detrimental to the interest of the profes-
sion generally.

Government of India
DEPARTMENT OF COM .JERCE
Memorandum

The Indian Compunies Act of i913
was intended to ensure the regular and
proper audit of the accounts of compa-
nies and Section 44 of the Act deals
with the appointment and qualifications
of aunditors. The said section, as it
stood before 1930, empowered the Local
Governments to grant certificates to
persons entitling them to act as auditors
of public companies and to make rules
providing for the grant of such certifi-
cates and it also conferred power on the
Governor General in Council to declare
that the members of specified institu-
tions or associations should be entitled
to be appointed and act as auditors of
companies throughout British India.

2. Since these arrangements were
not intended to be more than temporary,
a bill was introduced in the Legislature
in 1930 and passed by it which trans-
ferred the power to grant auditor's
certificates and to make rules for the
grant of auditor’'s certificates from the
Local Governments to the Governor
General in Council, and provided for
the appointment of an Indian Account-
ancy Board to advise him on all matters
relating to the grant of auditor’s certifi-
cates and to assist him in maintaining
the standards of qualifications and
conduct required of auditors.

3. The existing arrangements are
however transitional and are intended

&
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to pave the way for-advance tow)va;&sf‘

the ideal system_of .an autonomous
association of xelSiimtants able to
assume responsibility for the mainte-
nance of the requisite standard of
professional qualifications, discipline and
conduct of its members, subject to the
supervision of Government.

4. The object of bringing into being
such an autonomous asssociation of
accountants has been under the active
consideration of the Government of
India for some time and after careful
consideration they feel that the stage
has now come for the profession to
assume the responsibilities vested in
the Government. To carry out that
object and also to maintain the highest
possible standards in the profession, the
Government of India have prepared the
following tentative scheme regarding
the constitution and functions of the
proposed autonomous body.

The Board will consist of 25 members
—13 elected and 12 nominated. The
13 members will be elected from the
following 6 constituencies :—

No. of

Members

I. Registered Accountants
of the Province of Madras and
the Indian States of Hydera-
bad, Mysore, Travancore and

Cochin. 3

2. Registered Accountants
of the Province of Bombay and
the Western Indian States. 4

3. Registered Accountants
of Bengal and Assam. 3

4. Registered Accountants
of the U.P., Bihar, the C.P.

and Berar and Orissa, 1

5. Regi;tered Accountants
of the Punjab and the North-

West Frontier Province 1

6. ) Registered Accountants
of Sind, Delhi, Ajmer-Mer-
wara and the Rajputana
States. l
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=The 12 nominated members may be
the following :—

2 Officers from the Central Board of
Revenue not below the rank of
Commissioner of Income Tax.

—

Registrar of Joint Stock Companies.

| Accountant Member from the
Income-Tax Appellate Tribunal.

] Member to be nominated by the

Associated Chamber of Commerce.

| Member to be nominated by the
Federation of the Indian Chamber
of Commerce.

-

Member to be nominated by the
Federation of the Muslim Chamber
of Commerce.

5 Others including Government offi-
cials and Registered Accountants
entitled to train articled Clerks.

The nominated members as far as
possible to hold registerable qualifi-
cations,

6. At present the term of office of
all members, other than those in
Government service, is three years.
With the transfer of control, the Board
would become an executive body. To
enable the body to function conti-
nuously it is ptoposed that one-third of
the members should retire at the con-
clusion of the annual general meeting,
or if the number is not a multiple of 3,
then the number nearest one-third. (but
not exceeding one third) should retire
from office. The members of the Board
to retire at the close of the year should
be those who have been longest in office
since their last nomination or election
but as between persons who became
members on the same day those to
retire should be determined by ballot.

7. Rules to be framed under the
Indian Companies Act:—

The Auditor's Certificates Rules as
they exist at presnt can remain after
suitable modification.

[ June, 1947

8. The following functions which are
now exercised by Government to be
transferred to the autonomous Board:—

(a) The maintenance of a Register
of Accountants entitled to apply for
Auditor's Certificates.

(b) Fixation of qualifications for enrol-
ment on the Register and the fees
therefor.

(c) Examination of candidates for
enrolment and prescription of the fees
to be paid by the examinees.

(d) Collection of fees from Registered
Accountants and examinees.

(e) Restoration to the Register of
Accountants under rule 16 of the Audi-
tor's Certificates Rules.

(f) Establishment, if necessary, and
settling the constitution and procedure
of local accountancy boards to advise
the Board on any matters which may
be referred to them.

The Board to have complete control
over its finances except for the first
three years when its budget will be
submitted to Government for sanction.

All the fees to be credited to the Board.

The Board to elect its own Chairman
and its own Secretary.

9. It is proposed that following
powers should be exercised by Govern-
ment :—

(a) Removal of names from the
Register unless the removal is at the
request of the Registered Accountant
concerned or for non-payment of annual
fee,

(b) Disposal of appeal by any aggrie-
ved person. The appeal must however
be lodged within a stated period to the
Central Government who after conside-
ring any representations submitted by
the aggrieved party or by the Board
may by order either allow the apeal or
confirm the decision of the Board.
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(¢) Confirmation of any proposal by
the Board involving amendment of the
Rules before they become effective.
The Government to publish the pro-
posed amendments for public criticism
and duly consider the objections or

suggestions received before giving its
assent,

(d) Approval of the Budget of the
autonomous board by the Central
Government for the first three years.

Case

XII, Income-tax Appellate Tri-
bunal V. B, P, Byramji & Co., (1946)
14.1T R.—174,

In the above case Their Lordships of
the Nagpur High Court had occasion to
consider Section 34 of the Indian Income
tax Act, as amended by the Act of 1939.

_In this case, the assessee was assessed

to Supertax by virtue of the provision
of section 6 (4) (v) of the Finanoe Act
of 1939 on the basis of the rates pres-
cribed for the year befdre, namely 1938.
The successor in ofice of the assessing
officer proposed to re-open the assess-
ment on the ground of definite infor-
mation that had come into his poasession.
It was admitted that the “definite in-
formation” consisted only of his own
view of the Law as to whether the rates
prescribed in the Finance Act of 1938
or 1939 was applicable and that in his
view the latter act should have been
applied. The question arose whether
he had the right of section 34 to re-open
the assessment in such a case. The
Tribunal held that he could re-open the
assessment, relying on C. 1. T. Bombay,
V.D.R. Naik (1939)7. . T R.-362.
The Court held that since the amend-
ment of the Actin 1939, a mistake in
law would not permit the re-opening of
the assessment under Section 34 of the
Act. See C.I.LT.V Sir Mohamed
Yosut (1944) 121. T. R. 8 where C. . T
V.D.R Naik supra was sighted but
not followed. See also Raghavalu
Naidu & Sons V. C L. T.. Madras
(1945) 13. . T R—194 and C L T.
V. Lakshmana lyer (1945) 13 L. T.R.—
242. The Court held that the view of
the Incometax Officer was not based on
any definite information coming into his
pbssession and that. he only corrected a

Law,

mistaken view of the law applicable
setting his own view against that of his
predecessor and that in itself was not a
suficient ground for re-opening an
assessment.’ .

XIII. Nand Lal Bhoj Raj In Re:
(1946) 141, T. R, 181,

The Lahore High Court held that
money spent in acquiring the lease of
land containing deposit of crude salt
was revenue  expenditure allowable
under Sec. 10 (2) (xii) - of the Indian

Income-tax Act. :

XIV. C.I,T. Madras /. V.EK,R,
lSsasvutniamurthy (1946) 14.1. T, R,—

The Madras High Court held that
the expression “Seven Years” in
Section 4-B~of the Indian Income-tax
Act should be taken as referring to the
period of seven years of twalve
calendar months each immediately
preceding the commencement of the
relevant previous year and not the
period of seven years ending on the 31st
December preceding the commence-
ment of the year.

XV, Income.tax Appellate Tri.
bunal, Bombay [/, Chhaganmal
Mangilal—(1946) 14._1. T R. 206,

It was held that the expenditure in-
curred by the assessee in defending a
suit filed against him for infringement of
a trade mark was not in the nature of
capital expenditure but was revenue
expendityre and as such was an allow-
able deduction in computing the taxa-
ble Income of the assessee inder Sec.

10 (3) (xii) of the Act.

2
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STUDENTS’ CORNER

Principles of Auditing with Special R,eferen‘cé- L

to Joint Stock Banks.

" (T. K. MENON B.A,, G.D.A., R.A.)
(Continued from page 42).

Fixed Capital Expenditure—Land and
Buildings,

The Auditor should examine the title
deeds to the land. He must ascertain
that they refer to the property in
question and that the property is duly
conveyed to the Bank If the property

has been mortgaged, the Auditor should.

obtain a certificate from the Mortgagee
to that effect. The value of the land
should appear in the Balance Sheet
at cost.

The cost of the buildings and Furniture
should be verified from the Ledger and
the Auditor should see that a fair rate
of depreciation is written off.

- Bills ' receivable,—The  Auditor
should examine all the Bills in hand and
verify the total of such Bills with the
Ledger Account. He must also note
the due dates of the Bills and see that

proper provision is made for rebate-

representing the portion of the dis-

count not earned at the date of the
Balance Sheet. :
I ¥ . s

Book Debts._[.oans fully secured.

The verification of loans on’ security

involves notonly an examination of the

Loan Accounts in the Ledger, but also

of the security lodged in order that ‘the .
Auditor can satisfy himself that the loan'

is properly secured and that there is a
reasonable margin between the amount

ves are made to cover any possible

- loss.

In the case of loans on mortgage of
lands, the Auditor should examine the
mortgage deeds, the title deeds and the
encumbrance certificates relating to
each property and he should satisly
himself that the amount of such lcan
does not exceed the value as shown
by the Bank's Valuer's certificates.

In the case of loans on the security
of Gold Ornamegts, the Auditor should
examine a large number of items selec-
ted by him and he must get a certificate
from the Manager that the amount
advanced on each item does not exceed
the market value “and that there is a
sufficient margin to cover the interest
accruing. If the jewels are repledged
in some other bank, a certificate should
be obtained from the latter Bank
showing ‘the total amount outstanding
at date of the Balance Sheet. The
Auditor should also satisfy himself that
the amount for which they are repled-
ged is less than the. amount advanced

by the Bank. In this- connection it is.

important to note that the interest of

pawnee of an article is limited'to the . .

amount advanced by him on the same.

Loans on the security of stocks and .

shares should -be verified by the
Auditor by actually inspecting the
certificates deposited by the borrower.

" ghares the Auditor should see that they

have been transferred to the Bank.
For all practical purposes, in the case of
registered stocks or shares, it is enough
if the Auditor sees that the Share certi-
ficate is deposited, accompanied by a
Blank transfer signed by the transferor
(the borrower) and leaving the name ) of
the transferee and the date of execution
blank. This will give a good equitable
security to the Bank upon such shares.
I shall deal with the different classes of
Shares and stocks later when we come
to the verification of the Bank's own
investments. In verifying the loans on
the security of shares and stocks the
Auditor should test the value of the
securities from market quotations or by
making enquiries: The chief point for
attention is whether the market value
leaves sufficient margin.

Loans on the security of produce or
goods should be verified by testing the
value of the goods from market quota-:
‘tions, invoices or other reliable sources
of information. If the goods are not
deposited with the Bank, but are in
transit, the rail receipt or the Bill of
Lading and Insurance policy should be
‘deposited with the Bank and the
Auditor should see that such documents
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of title are duly endorsed in favour of
the Bank. ' '

L%ans on personal guarantees should
be verified by inspecting the guaran-
tors are good. ‘

Loans on the security of Life Insurance
Policies are to be verified by noting
that there is a sufficient margin between
the surrender values of the policies and
the amounts advanced. The Auditor
should require a statement from the
Insurance Company showing the surren-
der values of the polit‘:qes. The-deed
of assignment should be examined to
see that it is duly made out in favour of
the Bank. The last premium receipt
should be seen by the Auditor and he
must also ascertain that due notices of
assignments have been given to the
Insurance Compax}ies.

Loans on Pronotes should be verified
by examining the Pronotes and noting
that they are not fime-barred In the
case of pronotes which are considered
to be good the Auditor should ask for a
certificate from the Bank Manager that

.the debts du€ on the pronotes are good

and recoverable.

-

(Will continye)

'NOTIFICATIONS

Government of India.

Income-tax.

New Dethi, the 22nd February, 1947,
of the loan and the value of the The Auditor should require all such :
security. The Auditor should see that securities to be produced to him at the
interest is charged up and received same time to prevent the substitution

om the customer on the due dates. of one security for another or the
If the interest is in arrear, it will indicate production of the same security for two

No. 5—The Central Government is pleased to direct that the followiny smendment shall be -
made in the List appended to the Notification of the Government of India in the Finance Department
(Revenue Division), No. 34-Income tax, dated the 23rd November, 1946, namely: —

In the said list under the sub-head ** Institations " for :n}riu Nos. 10 to 12, the followin} *

that the Account is doubtful and if
additional security is not furnished to
cover the accumulated interest, the
Auditor should see that adequate reser-

loans. 1f the securities deposited are
to Bearer. the transfer of title is
complete by delivery. But in the case
of registered or inscribed stocks or

entries shall be substituted respectively, nemely:—

**10, Indian Apricultural Research Institute, New Delhi.

11. Iadian Dairy Resesrch Institute, Banpalore. ‘
12, Indian Veterinary Research Institute, Isamadar and Mukteswar (United Provinees),"

-
- " bt
RY .
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Central Board of Revenue.

Income-+ax.
New Delhi? the 26th April, 1947,
) No., 8—In ezercise of the powers conferred by sub-section (1) of section 59 of the Indian
Income-tax Act, 1922 (XI of 1922), the Central Board of Revenue directs that the following further
amendment shall be made in the Indian Income-tax Rules, 1922, the same havind been previously
published as required by sub-section (4) of the said section, namely: -
For rule 22 of the uia Rules the following rule shall be substituted, namely : —

‘“22. An appesl under section 33 ‘shall be in the following form :—

Form of an appeal to the Tribunal.

» In the (Incomé-tax) Appellate Tribunal, Bombay.
No., of 19 19 . -
Appellant versus Respondent

The province of assessment,

Assessment year snd in the case of en
essessment under Section 24 of the Indian
Income-tax Act, 1922,"the year in which
the Income should have been assessed.

Income-tax Oficer passing the original
order,

Section of the Indian Income-tax Act,
-1922, under which the Income-tax Officer
passed the order, .

_Appellate Assistant Commissioner de-
terminin} the appeal,

Dste of communication of the order of
the Appellate Assistant Commissioner,

Address to which notices may be sent
to the appellant,

Address to which notices may be sent
to the respondent, *

Relief claimed in appeel.

Grounds of Appeél'.

‘1.
2.
3.
4.
ete,
(Sianed) -
(Appellent)
(Signed)

(Aunthorised representative, if any)
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Verification.

1 , the appellant, do hereby declare that what is ‘stated sbove is
true to lhe' best of my informstion and belief.

Varifled to-day the day of 19
- Signed ( )e

C e g ied by
N. B.—1. The memorandum of appeal must be in triplicate and should be accompanie

two copies (at least one of which should be a certified copy) of the order appealed spainst and two

copies of the order of the Income tax Officer.

ied, i . 1 by an
2. The memorandum of appeal must be accompanied, in the case -of an appes
sssessee, by a fee of one hundred rupees. It is suppested that the fee may be deposited in a Govern-
ment treasury and the treasury receipt snneszed to the appeal.

3. The memorandum of sppeal should be written in English, and shoulz.i set forth, concisely
"and under distinct heads, the prounds of appeal without any arjument or narrative and such 3round

“ghould be numbered consecutively."

Finance Department,
New Dellzi, the 24th April, 1947,

No F. 4 (13)-E. C. 1./46.—In exercise of the powers conferred by section 10 of the Capitel
Issues (Cominuanc(:e o)f Control) Act, 1947 (XXXIV of 1947) the Central _Govemnflent is plzal;dd:o
direct that the powers conferred upon it by section 3, section 4 and sub-section (2) 3 l:ecn}?n Co ?
said Act shall be erxercisable also by the Controller of Capital lssues lppomtfe e V. llnb.;ntu
Government or, 1n the shsence of the Controller, by the Deputy Coutroller ‘l:)e lpt(t:a troli“!o
appointed, subject to the condition that eny ordle‘r madeliby‘.t;\: S?x:t:;)ll;x; ::o;hgnsgx?i:?od ‘:‘l‘nmb‘;' l;-:

i i wers may on the sapplicatr 1
:::ieef:;g::ey‘:{\e!}(‘}eo::;geg;gox?:mmt whizh msy u;}:m such review confirm, modify or cancel such

order. -
Department of Commerce.

Repistration of Accountants.
New Delht the 10th May 1947.

. 1-A(1)/47.—~In exercise of the powers conferred by tub-sqction (2) of section 144 of the
Indian c?:?‘p:nieﬁ x)klct, 191"3 (V1 of 1913), the Central Government is pleased to direct that El‘a
following further amendment shall be mede in the Auditor’s Cartificates Rules 1932, the same havin
been previously published us required by the said sub-section, namely:—

In rule 29 of the said Rules, for the words ** March or April ”', the words ** Novembsr or
December shall be substituted.

Reaistration of Accountants .

o, 1- — ise of the powers conferred by sub-section (2) of section 144 of the
Indian Cf:\'p:nli\ea“x:? I‘B‘lnibe(x\‘;‘i? of 1913), the Central Government is pleased to direct that the
f:ll:)wini; further amendments shall ba made in che Auditors’” Certificates Rules, 1932, the same
having been previously published as required by the said sub-section, namely -—

In the said Rules— )
.- In rule 21, fo1 clause () the followin} clause shall be substituted, namely—

¢* (b) has passed the All-India Diploma in Commerce Examinstion held bv the All-India
Board of Technical Studies in Commerce ard Business Administration, with Auditing s special
subject, or."”’

1. Inrule .34, for the words '’ 3roup or 3roups” the words '’ paper or pspers” shall be
substituted. "

3 ' . \
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. IIL In rule 36—

(1) Sub-clause (v} of clause (a) shall be re.numbered as sub-clause (vi), and bafors snb.
clause (vi) as so re-numbered, the followin} sub-clause shall be insarted, namely : —

. *“ (») In the case of a person who hes passed the All.India Diploma in Commerce and Exami-
nation held by the All-India Board of Technical Studies in Commerce and Business Administration,
with Auditind as a special subject............coeunnrn. 4 years." .

(2) sub-clause (iv) of clause (b) shall be re-numbered as sub.cleuse (v} snd before sub

clause (v) as s0 re-numbered, the following sub-clause shall be inserted, namely. .

. : \

' (iv) in the case of & person referred to in sub-clause (v) of clause {@)....c.ccecerrunenn 8 years,

(3) in clause (¢) for the words, brackets end figures ‘ or sub-clause (iii) '’ the words.
brackets and figures ** subclause (iii) or sub-clause (iv)'’ shall be substituted.

(4) in clause (5) of tl'\e proviso, for the words, bruckets and fipures ** sub-clauses (i) snd
(v) "' the words, brackets and fijures *‘ sub-clause (i), (v) and (vi) '’ shall be substituted.

IV. In clause (2) of the proviso to Rule 41, for the words ‘* the All-India Senior Diploma in
Commerce Examination held by the All-Indis Board of Commercial Studies, Delhi, with Auditing
s a special subject, or '°, the followinp shall be substituted, namely : —

'* the All-India Diploma in Commerce Exemination held by the All-India Board of Technical
Studies in Commerce snd Business Administration, with Auditind as a specidl subject, or ,

. (Y. N. SUKTHANKAR),
Secretary to the Government of India,

Department of Commerce

Simla, the 21st April 1947,

SIR, ’ .

1 am directed to say that it has been broupht to the notice of the Government of India thet

certain Repistered Accountents use the words ** under the Indisn Companies Act'' after the words

:* Repistered Accountant/s’”. The Indian Acconntency Board considered the matter at the meetinps
in February and Qctober 1946 and expressed the view that no qualifyind words, such as those

referred to above, should be used after the words ** Repistered Accountants'’,

2. The Government of Indis have carefully considered the above recommendstion of the
Board, They find that the said words do not state the position correctly inasmuch as the repistration
takes place under the Auditor's Certificates Rules, 1932, and not under the Indian Companies Act,
1913. It would be cambrcus to state the position in some detsil as the rules themselves derive from

the Indian Companies Act, They have therefore come to the conclusion that the use of those words

should be dropped. 1 am therefore to request that in future svery Repistered Accountant and every
ﬂ‘nn of Reistered Accountants should avoid the nse of any qualifyina words before or after the words
** Repistered Accountant/s'’ in their letter heads, sign boards, professional docaments etc.

I have the honour to be,
Sir, :
Your most obedient servant, +
. (Sd) P. N BH ANDARI,
Under Secretary to the Government of India,

LEGISLATIVE ENACTMENTS ACT No. XX OF 1947

An Act to Bive effect to the ﬁnan;:ial proposals of the Central Government jor the year bezinning
on the 1st day of April 1947. :

Whereas it is expedient to discontinue the duty on salt manufactured in, or imported into,
British India, to ix maximum rates of postage under the Indian Post Office Act, 1898, to continus,
subject to certain modifications, for a further period of one yesr the additional duties of customs im-
posed by section 6 of the Indian Finance Act, 1942, to continue the temporary export duty on raw
cotton and the enhanced rates of export duties on raw jute and jute manufactures,to enhance the
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export duty on tea, to fix rates of income-tax and super-tax, and to make certsin provisions relatin}
to income-tax, super-tax and excess profits tax;

It is hereby enacted as follows:—
1. (1) This Act may be called the Indian Finance Act, 1947.
(2) It extends to the whole of British India.

2. For the year bepinning on thelst day of April 1947, duty shall be levied on salt
manufactured in, or imported by sea or by land into, British India, .

: 3. For the year beinniny on the st day of April 1947, the Schedule contained in the Firs}
Schedue to the Indian Finance Act, 1945, shall apain be inserted in the Indian Post Office Act 1898,
us the First Schedule to that Act, : .

L] . - *

6. (1) Subject to the provisions of sub-sections (3), (4), {5) and (6), for the year bepinnin,
on the lst day of April 1947—

(a) income-tax shall be charged atthe rates specified in Part 1 of she Schedule, and

(b) rates of super-tax shall, for the purposes of section 55 of the Indian Income-tax Act
1922, be those specified in Part II of the Schedule,

(2) In making any assessment for the year endin} on the 31st day of March 1948, there
shall be deducted from the total income of an assessae, in accordance with the provisions of section
15A of the Indian Income-tax Act, 1922, an amount equal to one-fifth of the earned incoms, if any
inclyded in his total income, but not exceedind in any case four thousand rupsees,

(3) In making any essessment for the year endind on the 31st dey of March 1948.—

(a) where the total income of an assessee, not beind a company, includes any income
chardesble under the head ¢* Salaries '’ as reduced by the deduction fof sarned income sppropriate
thereto, or sny incoms charhesble under the head ‘' Interest on securities *’, or any income from ~
dividends in respect of which he is deemed under section 49B of the Indian Income-tax Act, 1922, to
have paid incowe-tax imposed in British Indis, the income-tax payable by the assessee on that part
of his totsl income which consists of such inclusions shall be an amount besrin} to the total amount
of incoime-tax payable sccordind to the rates applicable under the operation of the Indian Finance
Act, 1946, on his totel income the same proportion as the amount of such inclusions bears to his
total income;

(b) where the total income of an assessee, not beinp 8 company, includes any income
chargeable under the head '’ Salaries '’ on which super-tax has beem or mighkt have been deducted
under the provisions of sub-section (2) of section 18 of the Indian Income-tax Act, 1922, the super-
tax paysble by the assessee on that portion of his total income which consists of such inclusion shall
be an amount beariny to the total amount of super-tax payable accordin to the rates applicable
under the operation of the Indian Finance Act, 1946, on his total income the same proportion as the
smount of such inclusion bears to his total income, .

(4) In makinp any assessment for the year endind on the 31st day of March 1948, where
the total income of an assassee consists partly of earned income and partly of unearned income, the
supar-tax payable by him shall be—

(i) on that part of the earned income charpesble under the head ‘‘Salaries’” to which
cleuse () of sub-section (3) applies, the amount of super-tax computed in accordance with the
provisions of that sub-section Plus, ‘

(i) on the remainder of the sarned income, the amount which bears to the total amount of
supar-tax which would have been paysble on his total income had it consisted wholly of earned
incoms the same proportion as such remsinder bears to his total income, Plus

(iii) on the unearned income, the amount which bears to the total amount of super-tex which
would heve paysble on his total income had it consisted wholly of unearned income the same
proportion as the unearned income bears to his totsl income.

(3) In makind any assessment for the year ending on the 31st day of March 1948,—
(a) where the total income of a company . includes any profits and pains from life insurancs

business, the super-tax payable by the company shall be reduced by an smount ted
of two l;mu in the rupee on that part of its total income which con)s'iul :f ::e'i\ i::lmuri‘;: ; o the rate
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(b) where the total income of an assessee
Bains from life insurance business, the inc
of his total income which consists of such
of such taxes payable according to the rate
'1942. on his total income the
income, so however that the a3
in the any case exceed the am
rupee.

ynot being a company, includes any profits end
ome-tax and svper-tax payubie by the assessee on that part
inclusion shall be an amount beariny to the total amount
, s applicable under the operation of the Indian Finance Act,
ame proportion as the amount of such inclusion bears to his total
dregate of the taxes so computed in respect of such inclusion shall not
ount ot tax payable on such inclusion at the rate of five annas in the

{6) In cases to which section 17 of the Indian Income-tax Act, 1922, applies, the tex

chargeable shall be determined as provided in that ion b i
o fnll be ¢ at section but with 1_‘e_ference to the rates imposed by
ot o o in accordance, where applicable, with the provisions of sub-seciions (3), (4) and

(7) For the purposes of making any deductions i i
; r of income-tax in thi inni
1:txdzztof1$gt11f 1947, under sub:secuon (2) or sub-section (2B) of secxi:; u: Zfe:;c bft?&?:r:n%nzzltnl:
e e romany earned income chargeible under the head ‘‘Salaries”, the estimated total
of the assessee under this head shall, in computing the income tax to be d'cducted, be reduced

by an emount equal to one-fift i
o e h of such earned income, but not exceediny in any case four thousend

*t total in(ggmio'l: l:l:f:rfosels of this section and of the rates of tax imposed thereby, the expression
the case may be. i N Ot; income as de(ermu_ued for the purposes of income-tex or super-tex, as

ession ¥ De, "d accordance with the provisions of the Indian-Income-tex Act, 1922, and the
oxpr earned income " has the meanin assiyned to it in clause (6AA) of section 2 of that Act.

shall be ZAdo?i‘? :‘:l:;’ei‘;fi:‘t‘_ (2) of section 10 of the Indian Finance Act, 1942, the followins proviso

" . -

Provided that if it is subsequently found that the sum so repaid was excessive, the excess
repayment shall be recoverable, and the provisions of law referred to in sub-section
{4) of section 2 of the Excess Profits Tax Ordinance, 1943, shall ap;ly to the
payment and recovery of the amount of the excess repayment as if that amount were
e deposit rgquxred to be muade under that section, but notwithstanding the: provisions
of snb-section (7) of section 46 of the Indian Income-tax Act, 1922, 88 applied by the
said sub-section (4), such recovery may be made at sny time.”"

The Schedule
(See section 6)
PART I

Rates of Income-tax

A.~In the case of every individual, Hi ivi i -repi d fi d
ssociati A . Hindu undivided family, un-registered firm ar other
association of persons not being a case to which paragraph B of fhis Part applies—

Rate
;.' On the first Rs. 1,500 of total income w. Nil. .
- On the next Rs, 3,500 of total income ... One anna in the rupee,
3. On the next Rs. 5,000 of total jncome ... Two annas in the rupee,
4. On the next Rs. 5,000 of total income . 'n‘}"l“ and & half annas in
the rupee,
;ro v?;e;h&z'_h"“ pf total income ... Five annas in the rupee,

(i) no income.tax shal] be tal i e which, before deduction of the allow-
ance, if any, for earned income, aog:ﬁlflfx&'lf ltlz.nz.l;‘t)cg m v :

(ii) the incometax payable shall i ceed half the amount by which, the total
income (before deduction of the said lllo:v-:::e:‘?f ?:;, efxcu- earned income) exceeds Rs. 2,500,

i71) the income-tax :
¢(|llllln)ll not exceed eithz:z:ble on the total income as reduced by the allowance for earned

incom
(a) 8 sur bearing to half the amount by which the total income (before deduction of the
.llowilnee for earned income) exceeds Rs. 2,500 the ssme proportion as such reduced

tots] income bears to the unreduced total income, or
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(b) the income-tax payable on the income so reduced at the rates herein specified,—
whichever is less. -

B.—In the case of every company and local suthority, and in every case in which under the -
provisions of the Indian Income.tex Act, 1922, income-tax is to be charped at the mt‘uximnm rate—

Rate
On the whole of total income ... Five annasin the rupee.
PART II

Rates of Super-tax

A.—In the case of every individual, Hindu undivided family, nnrepistered firm and other
association of persons, not beinj 8 case to which any other parepraph of this Part applies—

Rate, if income wholly Rate, if income wholly
earned unearned
1. Onthefirst Rs. 25,000 0f total Nil. Nil.
income,
2. On the next Rs. 5,000 of totsl Two annas in the rupee, Three annas in the rupee,
income, .
3, On the next Rs. 5,000 of total Two and a helf snnas in Three and s helf sunss in
income. the rupee, the rapee.
4, On the next Rs, 10,000 of total - Three annas in the rupee, Four snnas in the rupee.
income. . : o
5. On-the next Rs, 10,000 of total Four annus in the rupes. ~ Five annas in the rupes.
income.
6. On the next Rs. 10,000 of total - Five annesin the rupes. - Six annas in the rupse.
- income, : ) - ‘ . -
7. On the next Rs, 10,000 of total  Six annwes in the rupes, Seven annss in the rupes.
income. -
8. On the next Rs. 15,000 ‘of total Seven annas in the rupes. Eight annas in the rupee,
,income,
-9, On the next Rs. 15,000 of total Eipht annes in the rapee. Nine annas in the rupee,
- income.
10, On the next Rs. 15,000 of total Nine saunas in the rupes, Ten annas it the rupee.
mcome. . .
11, On the next Re. 30,000 of total Ten annas in the rupee.’ Ten and a half annasin the
income. rupee.
12. On the balance of total income Ten and s half annas in the Ten and a half annas in the
Tupes, rupee.
Rate

B.—In the csse of every local snthority—
On the whole of total income . Two annas in the rupee.

C.—1In the case of the association of persons beind 8 co-operative society, other than the
Senikatts Seltowners’ Society in the Bombay Presidency, for the time beinp répistered under the
Co-operative Societies Act, 1912, or under an Act of a Provincial Legislature dovernin the repistra.
tion of cdoperative societies—

) - | ' Rate
(1) On the 8rst Rs. 23,000 of total income o Nil ]
{2) On the balance of total income <« Two annas in the ruped,
D.—In the case of every company— :

i R
On the whole of total income ' w. Two an:::s in the mpo\c.

and in addition, in respect of that pact of th- toral income (as reduced by th t of divi

payable at a fixed rate) which does not exceed the amount of dividends, ngt B:i:lg\:l‘i‘:id:;lds‘;g?l‘i:
at @ fixed rate, declared in British Indis in respect of the whole or part of the previous year for the
assessment for the yesr endind on the 313t day of March 1948, on the amount by which such Part—

4



)
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Rat:
(a) exceeds 30 per cent., but does not exceed 40 per cent,, e
of the total income 8s so reduced . Three annas in the rupes.
(b) exceeds 40 per cent,, but does not exceed 50 per cent,,
of the fotal income as so reduced | Five ennas in the rupes,

(c) exceeds 50 per cent. of the total income as so reduced .. Seven annas in the rupee.
Provided that—

: {{) no additional super-tsx shall be psyable where such part is less than, or equal to five
per cent. on the capital of the company;

(ii) where such part is more then five per cent. on the capital of th isi

super-tax p-gl}ﬂe 5};!)" ltae l:'ednced by l:he ng\ount of nddi!‘ioncl ttr;laer-nx wehcig:)’;!xidﬂ\; :g%l;?;\;:
. provisions of clause (i) of this proviso, have been payable had such part been 3

on the capital of the company; e equalto five per cant,

(iii) the additional super-tax shall be paysable only by s company in which the pubi -
mhetnndnlly interested within the meanin3 of the Explanation to sub-section {1) of section IZJ;AI:I :l::
Indpn Income-tng JAct, 1922, or a subsidiary company where the whole of the share
cspital of such subsidiary company is held by the parent company or by the nominess thereof,

Explanation.—For the purposes of this parepraph, —

‘o {a) the expression *' capital of the company '’ shall be deemed to mean the paid-u

capitsl at the bepinnin} of the previous year for the essessment for the year ending on tfw 31:?&:1;':;
Mnrch'1‘248 {other than capital entitled to @ dividend at a fixed rate) plus eny reserves other than
depreciation reserves and reserves for bad or doubtful debts at the same date as diminished by the
amount on deposit on the same date with the Central Government under section 10 of the Indian
Finance Act, 1942, or section 2 of the Excess Profits Tax Ordinance, 1943;

. (b) the expression ** dividend ' shsll be deemed to include any distribution included in the

me!pr’mh;:nn d;ﬂsed'inscll::n (6A)gf sectiolx‘\ 2 of tge Indian Income tax Act, 1922, and any such
y mude darin} the yesr endinp on the 31st day of March 1948 shall be d d

made in yespect of the whole or part of the previous yuy;-; e shetihe desmedto }nve' boen

. {c) where any portion of tiu profits and Bains of & company is not included in its total
':ncoxc by ;;.qm of such portion beinp exempt from tax under any provision of the Indien lnco:n:»

ex blct. 1922, the capital of the company, the total amount of dividends snd the amount of dividends
K.ya eat u fixed rate shall esch be deemed to be the proportion thereof that the total income of

compswny beers to its total profits and Bains.
Act No, XXI of 1947
_‘An Act to impose a special tax on a ccrtaz:n elass of income
WHEREAS it is ez?edhnt to impose » specisl tax on income arising from Abmiuc'h:
- It is hereby enacted as follows ;: — ‘ ’ ’
1 (1) This Act may be called the Business Profits Tnx Act, 1947,

.

(2) It extends to the whole of British India.

- (3) It shall cdme into force on such date as the Central Government may, by notilﬁcltion in
the official Gezette, appoint, :

" 2. Inthis Act, unless there is anythin3 repugnsnt in the ;hbject on context,—

(1) ** abatement " mesns, in respect of any cherdeable accountinp period, s sum which bears
to a sum equal to— .

(@ in the case of @ company, not beind & company deemed for the purroses of section 9 to be
e firm, six per cent. of the capitel of the company on.the drst day of the ssid period computed in
accordance with Sehedule 11, or one lskh of rupees, whichever is rester, or
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{b) in the case of 8 firm having—

(i) not more than two workin} partners, one lakh of rupees, er

{it) three workin} psrtners, one and a half lakhs of rupees, or

(iif) four or more workinp partners, two lgkhu of rupees, or

(¢) in the case of ¢ Hindu andivided family two lakhs of rupees, or \ .

{d) in any other case, one lakh of rupees, —the same proportion as the said period bears to
the period of one year; ‘

2) ¢ ntind period *' in relstion to any business mesans any period whic}x is or has been
determin(ed) u“t‘i?cu previms gear for that business for the purposes of the Indian Income tax
Act, 1922; : .

(3) ** business includes any trade, commerce or manufacture, or any adventure in the nature
of trade, commerce or mannfacture, or any profession or vocstion the profits of which sre charpeable
accordind to the provisions of seetion 10 of the Indian Income-tax Act, 1922:

Provided that where the functions of s company or of a society incorporated by or under any
enactment consist wholly or mainly in the holdina of investments or other property, the holding of
the invastments or property shall be deemed for the purpose of this definition to be a businaess cerried
on by such company or society :

Provided further that all businesses to which this Act applies cerried on by the same . person

: lliullhbntodumbuinmforthcpurpoucohhin Act;

{#) *' charpeable secountind period * mesns—

. (@) any accounting period falling wholly within the term l;osinniﬁs on the fivst a-§ of April,
1946, and endin} on the thirty- first day of March, 1947; oo C
(b) where eny accountin} period falls partly within aad pavely without the said teé, sach |
part of that accounting period un?nlll within the seid tesm. = - P . Y ‘h‘?“ t ) M\.

:(5) *“Compény '’ mesns u company as defined in the Indian Companies Act. 1913, or formed
in pursuance of sn Act of Parliament or of Royal Charter or Latters Patent, orof afi Actof the
Lepislature of a British posséssion or of a law of an Indian State, and includes any foreipn association,
whaether incorporated or not, which the Central Board of Revenue may, by general or special order,

. declare to be a company for the purposes of this Act:

(6) * control of a company '’ means control direct or indirect of more than one-half of the
voting power attached to the total issued paid-up share capital of the company, or control vested by its
Memorandum and Articles of Association otherwise than by reference to such voting power :

. Provided that the voting power sttached to shares held by a nominee or trustee for any person’
shall be deemed for the purpose of this definition to be held by that person ;

{7) *‘deficiency of profits’”’ means— .

i) where profits have been made in any charpesble accountiny pariod, the amount b i
@ such profits fall short of the abatement in respect of that pariod ; ount. by which

ii) where 4:loss has been made in any charpesble sccounting period, th
(“‘) ¥ added t?: the abatement in respect of that perlod ; pe © mount °é the loss

(8) *director’ includes sny Zreon occupying the position of a director by whate
called and also inclades any persen who— 7 TS name

(i) isa nomé« of the company or concerned in il.\e mansjement of the business, and
. ‘ {fi) is remunersted out of the funds of the business, and .

(iif) i t:f.t‘l::ng:zi;ln:;?" of not less than twenty per cent. of the ordinary share capital

{9) “dividend’’ has the same meanin} as in sectioft 2 of the Indisn Income-tax Act, 1922 ;

Indian Partnership Act, 1932;

R R . LA

10) “*8rm’, * partner'’ and *' partnership "’ have the same meaninks' respectively as in '35".
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. (11) **fized rate” in relatisn to dividends on share capital, other than ordinary share capital,
includes a rate fluctuating in aceordance with the maximum rate of income-tax ;

(12) “'loss’’ means a loss computad in the sima manaar as, for the purposes of this Act,
profits are to be computed ;

. (13) “*ordinary share capital”, in relation to  company, means all the issued share capital
by whatever name called) .of the company, other than capital the holders whereof have a right to s
ividend et = fixed rate but have no other right to share in the profits of the company ;

(14) “‘person’’ includes a Hindu undivided family;

(15) *‘prescribed’’ means prescribed by rules made under this Act;

~ (16) **profits’ mesns profits as determined in accordance with Schedule I ;

{17) ‘‘taxable profits’”’ means the amount by which the profits durinp a chargeable accountind
period exceed the abatement in respect of that period;

(18) “'workin3 partner’ of a firm means a partner thereof who is required by the terms of
the contract of partnership to devote substantislly the whole of his 1ime to the business of the firm.

3, (1) Every Commissioner of Income-tax, Appellate Assistant Commissioner of Income-tax,
Inspecting Assistant Commissioner of Income-tax and Income-tax Oficer shall have the like powers
under this Act and in relstion to the same area and cases as he exercises under the Indisn Income-tax

Act, 1922,

(2) All officers and persons employed in the ezecution of this Act shall observe and follow
the orders, instructions and directions of the Central Board of Revenue :

Provided tha: no such orders, instructions or directions shall be 3ivan so as to interfere with
the discretion of the Appellate Assistant Commissioner of Income-tax in the exercise of his appellate
functions,

. 4. Subject to the provisions of this Act, there shall, in respect of any business to which
this Act applies, be charged, levied and paid on the amount of the taxable profits during any

. charjesable accounting period, @ tax (in this Act referred to as ‘business profits tax’’j which shall be

equal to sixteen and two-thirds per cent. of the taxable profits:
Provided that—
(a) sny profite which are, under the provisions of sub-section (3) of section 4 of the Indien
Income-tax Act, 1922, gxempt from income-tax,
{b) aH profits from any business of life insurance,

{c) any sum paid to 8 business by or through the Central Government by way of bonusor
subsidy,—shall be totally exempt from business profits tax under this Act.

5. This Act shall epplto every business of which any part of the profit d> during the
chargeable accounting period is chargeable to income-tax by virtue of the proviaio:;‘c‘:‘fl subcluusso (1)

or sub-clause (ii) of clanse (b} of sub-section (I) of section 4 of the Indian Income-tax Act, 1922, or

of clanse (c) of that sub-section:

Provided that this Act shall not apply to any business the whole of the profits of which
accrue or arise without British India where such business is cacried on by or on behslf of a person
who is resident but not ordinarily resident in British India, unless the business is controlled in India

) Provx_d_ed fn'rth.er that ghxq Act shall not apply to any income, profits or Bains of business
sccruinp or arising within an Indnp State unless such income, profits or Bwins or received or deemed
under the provisions of the. sforesaid Act Yo be received in or are brought into British India in sny
chareable accountin® pericd, or are assessable under saction 42 of thet Act,

6, Where a deficiency of profits occurs in any ch bl i iod i business
the taxable p'roﬁts of the business shall be dumedyto ‘ggo:d:;::lo‘::‘z‘ingﬁ:?‘:hl‘ﬁ ;:ygr:r:t‘cd it;
accordance with the followin} provisions : —

(a) the sp3repate amount of the taxable profits for the previous charheable accountind
periods shall be deemed to be reduced by the nmounr of the daﬂciresn:y of profits &

- tion made under this sub-section a3 it hes underthis Act g
- 'alsessment. '

al P
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the amount of business profits tax paysble in respect thereof shall be deemed to be
reduced accordinply, and the relief necessary to dive effect to the reduction shall be
Biven by repayment or otherwise ;

(b) where the smount of the deficiency of profits exceeds the apjrepate amount of the
taxable profits for the previous charjeable accounting periods or where there is no
previous charpesble accounting period, the balance of the deficiency of profits or the
whole of the deficieney, as the case may be, shall be applied in reducind any taxable
profits for the next subsequent charpeable accounting period, and if and so far asit
exceeds the amount of those proflt, any taxable profits for the next subsequent

charpesble eccounting period and g0 on, :

7. As from the date of any chande in the persons carryin} on a business, the business shall

be deemed for sll the purposes of this Act to have baen discontinued and a new business to have been

commenced ; .

Provided that where 8 chanpe takes place in the persons carrying on a business and where
except for such change relief would be allowable under sectian 6, the Central Board of Revenue may,

if ig thinks fit, allow such relief under that section as it considers just, havin} regard to the extent to.

which the persons directly or indirectly interested in the business before the chanpe remsin interested

- therein sfter the change.

8. (1) Where any interest, annuity, or other annual payment, or any royslty or rent, is
peyable by one company to snother company, and one of those companies is a subsidiary of the
o;l'for. or both are subsidisries of a third company. and the recipient company is resident outside
British India no allowance shall be made in respect of such payment in computing the profits or
losses of the payinp company.

(2) Where—

(a) a company {hereinafier referred to as *‘ the principsl®’) is resident in British Indis and

is not a subsidiary of any other compeny resident in British -hdig: and

(b) durin} the whole or any part of -ny‘ cl;ugnblo -'cooumina ).'mriod of the principal,

resident or carryin on' business within British India (hereinafter

another compan
ed g l{e subsidiary ") is a-subsidiary of the prir}cipal,

referred to as *'t

the capital or proflts or losses of the subsidiary for such charBeable accounting period or part thereof
shall be treated for the purposes of this Act as if they were the capital of, or as_the case may be,
profits or losses arising from the business of, the principal: . .

Provided that the profits of the subsidiary so treated qull” not be exempted from business
profits tax in the hands of the principsl by reason of any exemption epplicable to the principal under
the proviso to section 4.° : .

(3) Where the cherpeable accountind periods of the principsl and aubsidiii'y ere co-termi-
nous, such division and apportionment of the profits or losses of the subsidiary for any charpesble

" mccountin} period shell be made as will alloceze the due proportion thereof to the relative chargeable

accounting period or periods of the principal; snd such division and spportionment shall be by
reference to the proportion that the number of days of the charleable accounting period of the

subsidiary talliny within the relative charpesble accountind period or periods of the principal bears
" to the total number of days in the chargeable sccounting period of‘tho subsidiary. .t

{4) For the purposes of this section « company rhall be deemed to be & subsidiary of another

" com ny if and so lon} as not iess than foar-Bfths of its ordinary share capital is beneficially owned

by that other company, whether directly or through another company or other companies, or partly
directly and partly throuph another company of or other compsnies. :

(5) The business profits tsx psysble by virtue of this section by the principal shall, for the
rurpono of section 10, be allocated by the Income-tax Officer to the respective compsnies concerned
n

such propartion s in his opinion is just: .
order éf alloca.

Provided that the principal shall have the same rightg o
) ness profits tex

’ 9. - Wl\cn an indidvidual is eatitled to p:
'ﬂ"“ one is carried on by a firm in which he

s paztaer, the Incoms-tax Ofica

' 1‘@91%
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prior sanction of the Inspecting Assistant Commissioner of Income-tax, spjrepate the shares of such
individusl in the profits or losses of all of such businesses and treat the sum of such sparepstion as’
the profits of & business carried on by such individual and assess him accordinply :

Provided that if the accountind, periods of such businesses are not co-terminous, the Income-
tax Officer shall determine in respect of such individual his chargeable accounting period and shsll
make such divisions, apportionments and appregation of the shares of such individual in the profits

. or losses of the several business as may be necessary to determine for such charpeable accountiny
period the total profits and gains of such individual therefrom :

Provided further that for the purpose of this section, a company, which is neither one in
which the public are substentially interested, as defined in the Explanation to subsection (1) ‘of section
23 A of the Indian Income-tax Act, 1922, nor e subsidisry company as defined in sub-section (¢) of
section 8 of this Act, shall be deenied to be a firm in which the persoris havind an interest in the
company are partners, or, in the case of e sole-shareholder, a business carried on by that sole-
shareholder, and the profits of such company shall be computed accordinply :

Provided further that any profits or losses s apdregated for assessment upon en individual
shall be excluded from the profits or losses of the respective businesses for the purposes of this Act;
and no sssessment under this Act shall be made in respect of any such business save in the names of

the other partners therein,

10. The amonnt of the business profits tax payable by any person for any charpeable
sccountin} period shall, in computing total income for the purposes of the relevant income-tax of

super-tax assessment, be allowed as a deduction:

Provided that where, under the provisions of this Act relating to deficiencies of profits relief
is diven by way of repayment from business profits tax chargeable for any charjeable sccounting
period previous to that in which the Jeflciency occurs, the amount of the deduction allowed shall not
be sltered, but the amount repayable shall be taken into eccount in computing the profits and Bains
of the business for the purposes of income-tax as if it were & profit of the business accruing in the
previous year (as determined for that business for the purposes of the Indian Income-tax Act, 1922)

in which the deficiency of profits occurs,

11, (1) The Income-tax Officer may, for the purposes of this Act, require any person
whom he believes to be engaped in any busindss to which this Act spplies, or to have been so
enpaped durind any chargesble accounting period, or to be otherwise liable to pay business profits
tax, to faraish within such period, not beiny less than forty-five days from the date of the service of
‘the notice, &s may be spezified in the notice, a return in the prescribed form and verified in the
prescribed manner setting forth (alon with such other particulars as may be provided for in the
netice) with respect to sny charjeable accountinp period specified in the notice the profits of the
business or the amount of deficiency, if any, available for relief under section 6: :

Provided that theilncome-tax Officer may, in his discretion, extend the dete for the delivery
of the return, e

~ {2) The Income-tax Officer may serve on any person, upon whom s notice has been served
under sub-section (1), & notice requiring him on a date to be therein specified to produce, or cause to
be produced, such sccounts or docaments gs the Income-tax Officer may requiré, and may from time
to time serve further notices in like manner requiring the production of such further accounts or

_documents or other evidence as he may reqnire,

12, (1) The Income-tax Officer shall, by an order in writing after considerinp such evidence

if any, s he has required under section 11, assess to the best of his judiment the profits liable to

business profits tax and the amount of businass profits tax payable on the basis of such assessment,

or if there is s deficiency of profits, the amount of that deficiency and the amount of business profits

t:x. if any ragayabla, and shall furnish a copy of such order to the person on whom the assessment
as been made. s

: (2) Business profits tex payablein respect At any chargeable accountini period shall be
payable by the parson cerrying on, or trested as carrying on, the business in that period,

) ere carryiny on the business jointly in the chargeable
accountind perj [ sment s X upon them jointly and, in the cese of a partnership,

ey A .
Where by virtue of the foreyoin® pr
asde on any peison either solely or join

A
&Y

jons an assessment could; but for his death,
with any other parson’ or persons, the asses-

Ld
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ment may be made on his lejal representative either solely or jointly with that other-person or .
persons, as the case may be, .

13. (1) The Income-tax Officer, before proceeding to make an assessment (in this section
referred to as the reguler assessment) under section 12, may, at any time sfter the expiry of the period
_cpeciﬂcd in the notice issued under subsection (1) of section 11 as that within which the return there-
in referred to is to be furnished, and whether the return hss or has not been furnished, proceed to
make in summary manner a provisions! assessment of the texable profits and the amount of business
profits tax payable thereon.

(2) Before making such provisional assessment the Income-tax Officer shall give notice in
the prescribed form to the person on whom assessment is to be made of his intention to do so, and
shall with the notice forward = statement of the amount of the proposed sssessment, ande the said
person shall'be entitled to Aeliver to the Income-tsx Officer at any time within fourteen days of
receipt of the said notice a statement of his objections, if any, to the amount of the proposed assessment,

(3) On expiry of one month from the dste of service of the notice referred to in sub-section

(2{.' or esrlier if the assessee aprees to the proposed assessment, the Income-tax Officer may, after

takind into account the objections, if any, made under aub-section (2) muke a provisional sssessment,
_and shall furnish 8 copy of the order of assessment to the assessee : ‘-

) Provi.ded' that assent to the amount of the assessment, or failure to meke objection to it, shall
In no way prejudice the sssessee in relation to the repular sssessment,

P ® In makin} eny such provisionsl sssessment the Income-tax Officer shell make sllowance
or any deficiencies of profits for previous charpesble sccounting periods which sre under the
prévisions of section 6 to be set off apainst the texable profits of the chargeable accountind period in
respect of which the assessment is being made: o

; Provided that, where such deficiencies of profits have not been determined under sub-
section (1) of section 12, the Income-tax Officer shall estimste the smount thercof to the best of his -
ijlsmont. R ' . s

. 15) There shall be no right of appesl apsinst s provisional sssessment 'made under this
section, and it shall, pniil e reular assessment is made in due course under section 12, determine
the amount of business profits tax due from the dssessee, " I

) (6) If, when & rejular sssessment is made in due course under section 12, the emount of
bynneu profits tex payable thereurder is found to exceed that determined s paysble by the provi.
sional assessment, it shall be refuced by the amount determined as payable by provisional assessment.

(7) If, when s repalar essessment is made in ‘due course under section 12, the amount of

" business profits tax payable thereunderis found to be less then thet determined ws payable by the

r::vi;i&ml ;uoument, sny h.:rmtho‘ tax psid ss 8 result of the proviaiona{ assessment shell be .
unded to the sssessee, topether with interest at two per cent. per annum calculated from the date
the order of refund, both days inclusive. ate of
’ - : . -
. 14. If, in consequence of definite information which hes come into his possessi
Income-tax Officer discovers that profits of any ch.rgnblrleeountinb period churgerfl‘: t; ll::‘u'intel:: ’
profits tax have escaped assessment, or have'been underassessed, or have been the' subject of excessive
r_el:ef., he may at any time within four years of the end of the charpesble accounting period in
question serve on the person lisble to such tax's notice contsining all or any of the requirements
which may be included in a notice under section 11, end may procced to assess or reassess the smount
of such profits liable to business profits tax, snd the provisions of this Act, shall so far as r:nny be
‘lpply s if the notice were & notice issned under that section. ’

15, If the Income-tax Officer,” the Appellste Assistant Commissioner of In -tex ¢
Commissioner of Income-tex, in the course of any proceedinds under this Act, is f.:cifa:]tfﬁa?.?'
pergon hes, withgut ressonsble cause, fsiled to furnish the retaorn required under sub-section (1) ¥
segtion” 11, ‘or to “produce or cause to be produced the accounts or documents or other evideno
required.by t}v\.\,!n‘cp‘m..‘ux»Oﬁ_mr mnder sub-section (2) of that section, or has concealed pm-ticmhce
of the profits of the business, ©r has deliberately furnished inacsurate perticulars of such profits l::

., may direct’ that such persont shell pay by way of penslty, in additi :
. "pmms tn‘,.Pﬁy.!ble. & sum not exceeding— - ’ ¥: in sddition to the smoant of any business

.(a) where the person has failed to furnish the return required under s

section 11, the amount of business profits tax payable; ub-section (1) of -

the return made had been accepted ss correct:

.

(b) in any other case, the amount of business profits tax which would have been avoided if



< of 4 deficienc: rolits,: withie thirty< duyy’
minin} the deiciency, or'in the chss of “sw appeal dhaingss

to drant relief, within forty-five days of the reesipt-ofithe iw

to grant the relief, -but the Appeliate Assistant -Commissioner

after the expiration of that period if he s satisfled that the ap

presenting it within thet perisd, . ’ e RS

- L vt 2t
(3) An appesl shall be in the prescribed form and shall be verified in the présctibed ;
{4) The Appellate Assistant Commissioner of Income tax shall hear End determine the wppiel
and, subject to the provision of this Act, shall pass such orders as he thinks fit, end such orders mwy
include an order enhancind the assessment or a penalty :

Provided that an order enhancin® an assessment or penalty shall not be mede unless the
person sffected thereby has been Bivea a reasonable opportunity of showin cause apainst such
enhancement. ‘

(5) The procoduré to be adopted in the hearing and determination of appeals shall be
in accordance with the rules made by the Central Board of Revenue in relation to income-tax.

17. Auny Income-tax Officer or any person in respect of whose business an order under sec-
tion 12 has been passed and who objects toan order passed-by an Appellate Assistant Commissioner of
Income-tax under section 15 or section 16 may, within the prescribed time and in the prescribed
menner, appeal sainst such order to the Appellate Tribunal constim_ted under the Indian .Incom.e-
tax Act, 1922, and that Tribunal shall have all such powers in disposing of the appeal as it has in
respect of appeals preferred to it under the said Act.

18. The Commwissioner of Incom-tax may, at any time within four years from the date of
any order passed by any Appellate Assistant Commissioner of Ircome-taxor Income-tax Officer
under this Act, rectify any mistake in any evidence recorded durind assessment or appellate proceed-
injs, or any mistake appsrent from the record and shail within the like period rectify any mistake

- spparent from the record which has been broupht to his notice by s person to whose business this
Act spplies : . .

Provided that no such rectification shall be mada “having the effect of enhanciny the

liability of any person unless that person has been Biven a ressonsble opportunity of beind ’

heard. ,

19. The sections of the Indian Income-tax Act, 1922, as applied to excess profite- tax by -

virtue of section 2} of the Excess Profits Tax Act, 1940, shall, in so far as they are not repujsent to
_the provisions of this Act, apply to business profits tax as they apply to excess profits tax,

20. (1) Notwithstanding anything c;ntained in the Indian Income-tax A..c.t, 1922, sll inform-
stion contained in any statement or return made or furnished under the provisions of that Act or
obtained or collected for the purposes of that Act may be used for the purposes of this Act.

(2) All informstion contained in any statement or return r.nnde or furnished under the
provisions of this Act or obteined or collected for the purposes of this Act may be used for the
purposes of the Indian Income-tax Act, 1922. :

<

21. If any person. fails,- without reasonable cause or excuse, to furnish in due time any

return or statement, or to produce, or cause to be produced, any sccounts or documents required
to be produced under section 11, he shell be punisheble with fine which may extend to flve hundred
rupees, and with a further fine which may extend [to fifty rupees for every day duriny which the

default continues,

22. If a person makes in any return required under section 11 any statement which is false,

and which he either knows or believas to be false or does not believe to ba true, he shall be punish-

7/
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able with simple imprisonment which may extend to six months, or with fine which may extend to
one thousand rupees, or with both,

23, (1) A person shall not be proceeded apeinst for anoffence under section 21 or section 22
except at the instance of the Inspecting Assistant Commissioner of Income-tax,

(2) No prosecution for an offence punishable under section 21 or section 22 or under the
Indian Penal Code shall be instituted in respect of the same facts as these in respect of whichsa
penslty has been imposed under this Act.

R . The Inspectinp Assistant Commissioner of Income-tax may, either before or after the
institution of proceedinys, compound any offence punishable under section 2} or section 22,

24. (1) The Central Board of Revenue may, subject to the control of the Central Govern-
ment, make rnles for carrying out the purposes of this Act.

(2) Without prejudice to the enerslity of the forepoing power, such rules may—

(a) prescribe the procedure to be followed on appeals, spplications for rsctiﬁcttion‘ of
mistakes, and applications for refunds;
(b) p}ovide for any metter which by, or under, this Act is to be prescribed,
(3) The power to make rules conferred by this section shall be exercised in like manner as
the powar to mika rales unier section 53 of the Indian Income-tax Act, 1922,

Schedule 1

[ See Section 2 (16)] -
Rules for the computation of profits for purposes of Business Profits Tax

. 1. The profits of  business during eny charjeable -céounﬁns period shall be separately
eomputed, and shall, subjectto the provisions of this Schedule, be computed in accordance with the
provisions of section 10 of the Indian Income-tax Act 1922

Provided that any sums other than any interest paid by a firm toa partner of the fitm
excluded under the proviso to clause (iti} of sub-section (2) or clause {a) of sub-section (4) of that
section from the allowances made in computing the profits of the business for the purposes of
income-tax shall if paid, be included in those allowances when computing the profits of the business
for the purposes of business profits tax:

Provided further—

(a) that any sums received or credited in & charpeable accountind period which by virt
rule 9 of Schedule I 1o the Excess Profits Tax Act, 1940, have been trnt‘;d cyl ;gn?:e’:f
receipts for the purpose of assessment to excess profits tex, and

(b) any expenditure or loss incurred in any chearjeable accounting period, allowance in
respect of which has been made for excess profits tax purposes, —

shall be disreparded in computing the profits or losses of the char}eable sccounting period ;

Provided further that where a charpesble accounting period is not an sccounting period, the
profits or losses of the business during the accounting periods wholly or partly included within the
chargesble accountinp period sheil be so computed as aforesaid, and such division and apportionment
to specific periods of those profits or losses and such spdrepation of those profits and josses or a
:lx:portiob:}od part thereof, o:ih.u dbe _madehu @ppedrs necessary to arrive at the profit dn‘ring :'13

erpeable accounting period ; snd any such apportionment shall be made ; i
of d‘?y.t in the respective periods, PRe de in proportion to the number

2. (1) The principle of addinp the allowance for de
sllowance for depreciation for any subsequent period and dee
such subsequent period shell not be followed.

preciation for any one period to the
mind it to be part of the sllowance for

(2) Nothinp in this Act shall be construed as permittiny the applicati i i
for ih pn as ,8Pplication, in corputiny profits
l:gwm ..E:;px;::. g”;?xneu profits tax, of the provisions of sub-section {2) of section 24 of the Indian
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3. Income received from investments or other property shsll be included in the profits only
as provided in this rule, that is to say,— .

(a) in the case of the business of a buildin3 society, or a banking business, insurence
business or business consisting wholly or mainly in the dealin in or holding of
investments or other property, the profits shall inclade ell income received from
investments or other property, or

(b) in the case of a business part of which consists in bankinp, insursnce or dealind in
investments or other property, not being a business t> which clause (a) spplies, the
profits shsll include all income received from investments or other property hel
for the purposes of that part of that business:

" Provided that—

(i) income received directly or indirectly by way of dividend or distribution of profits from
‘« body corporate carryinj on business as defined in this Act, snd

(i) income to whichthe persons carryin on the business are not beneficially entitled,
shall in no case be included,

4. (1) In the case of a business carried on in any sccounting period which constitutes or
ijncludes a chargeable accountiny period, by s campany, the directors whereof have throuphout
that sccounting period s controiling interest therein, mo deduction shall be made in respect of
directors’ remuneration in computing the profits for that accounting period.

(2) Where, in the case of a business carried on by e company in any accounting period
which constitutes or inclades & cherpeable accounting period, the directors of the company have
during any part of that sccountin} period a controllin} interest therein, and the case is not one to
which sub-rule (1) applies, the profits of the accounting period shall be computed ss if the directors
of the company had no controlling interest therein, and to the part thereof appropriste to the
charpeable accountin period ascertained in accordance with the third proviso to rule I shall be
added the directors’ remunecation for that part of the chargeabls accounting period during which the
directors of the company had s controllin} interest therein.

(3) In this rale the expression ‘' directors’ remuneration "' does not include—

() the remunerstion of any'director who is required to devote substantially the whole

* of his time to the service of the company in a managerial or technical capacity and

is not the beneficial owner of, or able, either directly or through the medium of other

companies or by any other indirect means, to control more than five per cent, of the
ordinary share capital of the company, or

(b) the temuneration of any managing ajent where such remuneration is included in the

profits of the manaing sjent's business for the purposes of the business profits tax,

5. {1) In computing the profits of any charpeable accounting period no deduction shall: be
sllowed in respect of expeuses in excess of the amount which the Income-tax Otficer considers
reasonable and necessary, having repard to the requirements of the business, and, in the case of
dimzn' fees or other payment for services, to the sctual servicesréndered by the person con-
cerned : : :

Provided that no dissllowance under this rule shall be mede by the Income-tax Officer,
unless he has obtained the prior authority of the Inspectiny Assistant Commissioner of Income-tax,

(2) Any _person who is _diasati-ﬂ;d with tha decision of the Income-tax Officer under this
rule may appeal in the prescribed time and manner to the Appellate Tribunal referred to in

section 17.
SCHEDULE 11
[See Section 2 (1)]

Rules for computing the capital ‘of a Company for purposes of Business Profits Tax

1. For the purposes of ascertainin} the abatement under this Act in respact of any charpesble

ﬁ‘gw . ~ pariod, the cepitsl of & company shall be computed in accordance with the followin} rules,

.
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. 2, (1) Where the compsny is one tq which clause (a) of rule 3 of Schedul
capital shall be the sum of the smounts of its paid-up share c-)pitnl and of i; reserves i.n IIO. -:u::'thit;

ave not been sllowed i i profl .
Income-tex ;:ct.. 10;52. " co?p‘mnb the ts of the company for the purposes of the Indian

. (2) Where the company is one to which clause () of rule 3 of Schedule I lies, i i
i!nl::::_tmod in :l::et'hrdnuc:t witlth n_lb-rulo !(1) of h:hl? rale shall be dim‘;nillra; by.rhpo :;;t‘::: ‘::glf‘::a.
ments or other property, the income from which is not includible in th
cost exceeds any debt for money borrowed by it. neludible in the profits so far as that

(3) In all other cases, the capital shall be the sum ascertained in accordance with the sai
sub-rule, diminished by the cost to the co fitsi g, o be suid
fub mn;y minished h’; e mpany of its investments so far as that cost ex any debr

, 3. So much of the Premium reslized by s compeny from th; i f i
is retained in the business shall be reparded as formind part of its paid-::;n:i;it:r fyo:ftllxt: p;};;:;?u :;

4. Any deposits with the Centrel Government under section 10
1942, or section 2 of the Ezcess Profits Tax Ordinance, 1943, shall not be
other property for the purposes of this Schedule.

of the Indian Pin
reparded as invld:t?::ntA:r'
G. H. SPENCE,
Secy, to the Govt, of India,
ACT No. XXII oF 1947

1

An Act further to amend the Indtan Income-tax Act, 1922, and the Excess Profits Tax, Act, 1940

Whereas it is expedient further t 4 the Indien-
Profits Tex Act, 1940, for the purposes homno !m:f,t‘ortt):lﬂl:‘u:\g;

It is hereby enacted l.l follows : —

Income-tax Act, 1922, and the Excess

’

CHAPTER 1
Preliminary

1. (1) This Act may be cslled the Income-tax and Excess Profits Tax (Amendm
(2) It shall be deemed to have come into force on the 31st day of Mn!::l?l%.’;‘.t) Act 1947.

CHAPTER II

Amendments of Act XI of 1922

the said i'ct){n— section 2 of the Indian Income-tax Act, 1922 (hereafter in this Ch-pt;r reforred to ag

+hall be ‘(:.)‘:tl:dﬂ's; Eﬁz sghlll be renumbered as clause (4B), and after clause (4) the followina clause

‘(4A) " capital asset "’ means property of any kind (other th icnl :
sssesses, whether or not connected with his business, profession or vo::ﬁ::%:lg:lt":l?elll;gtd anyll:icbl o
i -in-trade, ? i ‘
ness, pro(f L:llg‘ :’t:c'ko ;‘tit:;‘;h. consumable stores or raw materials held for the purposes of his bugi-
(il) personal effects, that is to say,

and furniture) held for personsl use by the movable property {including wearing

assessee or any member of his family d apparel, jewellery

ependent on him ;'
(b) for the Explanation to clause (6A) the following shall be substituted namely :~—

* Provided further'that the expression ‘‘ accumulated " it o
. ‘f-.lm:ho, shall not include capital pains of llt\n;“p::vioﬁ:ogt:-r ;}1‘:: :Z?l; * “:iu" in this
or the assessment for the year endind on the 31at day of March 1948 ;' ¢ Provious yeu
?
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{c) in clause (6C), after the word and figures *‘section 10'’ the words, fidures and letter
*'and any capital ain charpeable according to the provisions of section 12B” shall be inserted ;

{d) in clause (15), for the words ‘‘does notapply; and" the words *‘ does not apply snd
except any capital 3ain which is not includible in the total income of an assessee ; ' shall be substituted.

3, In sub-section {3) of section 4 of the said Act,—

{a) to clause (iv) the words **and any capital ains of the Fund arisinp from the sale
exchanpe or transfer of such securities’’ shall be added ;

{(b) in clause (vii), after the words ** Any raceipts’' the words, fizures and letter ** not being
capital ains chargeable according to the provisions of section 12B and *’ shall be inserted.

4. To clense (c) of section 4A of the said Act, the words ‘account not beinp tsken in either
case of income chargeable under the head ¢‘ Capital pein '’ shall be added.

5. To section 6 of the said Act the fsllowinp clause shall be edded, namely :—
¢ (vi) Capital psins’’.

6. After section 12A of the said Act the following section shall be inserted, namely :—

*12B. (1) Thetax shall be pasyable by an assessee under the head ‘' Capital pains” in
respect of any profits or phins arising from the sale, exchanpe or transfer of 8 capital asset effected
after the 31st dsy of March 1946; and such profits and pains shall be deemed to be income of the
previons year in which the sale exchange or transfer took place:

Provided that where the amount of capital 3ains in the previous year does not exceed fifteend
thousand rupees, the tax shall not be payable by the assessee and such amount shall not be included
in his total income :

Provided further that the tax shall not be payable by an-assessee in respect of any profits or
Bains acising from the sale, Exzhange or transfer of a capital asset, b2ing property the income qf
which is chargeable under section - and which has been possessed by the assessee or a parent of his
for not less than seven years before the date on which the sale, excnange or transfer took place;
and the smount of such profits or ains shall not be included in his totel income:

Provided further that any transfer of capital assets by reason of the compulsory acquisition
thereof under any law for the time bein in force relating to the compulsory ecquisition of property
for public parposes or any distribution of capital assets on the total or partial partition of a Hindu
undivided family, or on the dissolution of a firm or other association of persons or on the liquidstion
of a company. or under a deed of aift, bequest, will or transfer on irrevocable trust shall not, for the
purposes of this section be treated as sale, exchanpe or transfer of the capital assets:

Provided further that the transfer of a capitsl asset by a company to a subsidiary company,
the whole of the share capital of which is held by the parent company or by the nominees thereof,
shall not be treated as & sale, exchanje or transfer within the meaning of this section where the subsi-
diary company is resident in British India and is repistered under the Indian Companies Act, 1913,
30 however that for the purposes of clause (vi) or clause (vii) ot sub-section (2) of section 10,
the cost or the written down value, as the case may be, of the transferred capital asset shall be taken
to be the seme as it would have been if the parent company hsd coutinued to hold the capital asset
for the purposes of its business.

(2) The amount of a capital 3ain shall be computed after making the following deductions
from the full valua of the coasideration for which the sale, exchanpe or transfer of the capital asset is
made, namely :—

(i) expenditure incurred solely in connection with such sale exchane or rransfer ;

(ii) the actual cost to the assessee of the capital asset, including any expenditure of o capital
nature incarred and borne by him in making any additions or slterations thereto, but excluding sny
expenditure in respect of which any allowance is sdmissible under any provision of sections 8, 9,10
and 12:

Provided that where 8 person who acquires a capitsl asset from the assessee, whether by sale,
exchange or transfer, is a person with whom the assessee is directly or indirectly connected, and the
Income-tax Oficer has resson to believe that the sale, exchanie or transfer was effected with the
object of avoidence or reduction of the liability of the assessee under this section, the full value of
the consideration for which the sale exchange or transfer is made shall, with the prior approvsl

f the Inspecting Assistant Commissioner of Income-tax, be taken to be the fair market value of the
Z.pital asset on the date on which the sale, exchanpe or transfer took place:
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. Provided further that where the capital asset in respect of which the asseessee has obtained

depreciation allowance in any year, the actual cost of the asset to the assessee shall be jts written

own value, es defined in section 10, increased or dminished, as the case may be, by any adjustmefit
made under clause (vii) of sub-section (2) of that section : :

Provided further that where the capital asset became the property of the assessee before the
1st day of January 1939, he may, on proof of the fair market value thereof on the said date to the
satisfaction of the Income.tax Officer, substitute for the actual cost such feir market velue which
shall be deemed to be the actual cost to him of the asset, and which shell be reduced by the amount
or depreciation, if any, allowed to the assessee sfter the said date and increased or diminished, as the
case may be, by any adjustment made under clause (vii) of sub-section {2) of section 10:

Al
Provided further that where the capital asset was on any previous occasion the subject of

. nedpotiations for its sale, exchanpe or transfer, any option or ‘other money received and retained by

the assessee in respect of such nepotiations shall be deducted in computing the actual cost to him of
such asset.
[ .3

(3) Where any capital asset became the property of the assessee under any of the circum-
stances referred toin the third proviso to sub-section (1) its sctual cost allowable to him for the
purposes of this section shell be its actual cost to the previous owner thereof, and the provisions of
sub-section (2} shall apply accordinply ; and where the actual cost to the previous owner cannot be
sscertained, the fair market value at the date on which the capital asset became the property of the
previous owner shell be deemed to be the actual cost thereof. -

. {#) Notwithstandinp anythin%conuinod in sub-section (1), where a capital Bain arises from
the sale, exchange or transfer of a cap ta] asset’which immediately before the date on which the sale,
exclun'ge or transfer took place was being used by the assessee for the purposes of his business
p_rofoulon or vocation, or which in the two years immediately preceding that date wes beind used by'

i 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 cnpitui asset for
the seme purposes of his business  profession or.vocation or, as the case may be, for the purposes of
his own resid . then instead of the capital Bain beiny charged to tax as income of the \previous
year in which the ulg. exchende or transfer took place, it shall, “if thenssessee so elects in writing
before the assessment is made be dealt withi is sgcordance with the following provisions of this sub-
section, that is to say,—

(a) if the amount of the capital Bain is rester than the cost of the new asset,—

(i) the difference between the amount of the capital 3ain and the cost of the new usset shall
be charped under this section as income of the previous year, and '

(it) for the purposes of computing in respezt of the new asset any sllowance under cleuse
(vi) or clause (vii) of sub section (2) of section 10 or the amountof eny capital 3ain
arising frz its sale, exchange or transfer, the cost or the written down value, 8s the
case may be, shall be nil, or '

(b) if the amount of the capital 3ain is equel to or less than the cost of the new asset,—
(i) the capitsl pain shall not be charjed under this section, and

(ii) for the purposes of computin} in respect of the new asset any allowance under the said -
clause (vi) or any sllowance or adjustment under the said clause (vii) or the amount of
' snycspital Bain arisiny fromits sale, exchanpe or transfer the cost or the written
down value, as the case may be, shsll bs reduced by the amount of the capital pain:

Provided that where in respect of the purchese of & new capital ssset consistin
machinery the assessee satisfies the Income-tax Officer that despite the exercise
not been possible to*make the purchase within the period specified in the sub.
Officer may, with the prior approval of the Inspecting Assistant Commissione
the ssid period to such dete as he considers reasonable.

3 of plant

of due diligenge it h::
section, the Income-tax
r of Income-tax, extend

7. In clanse (P of sub-section (2) of section 14 of the sa

asseasable under '’ the words, fijures and letter ** section 12B or'’ shall i;ls i‘:::;tzst." the words “ are

8. To sectivn 17 of the said Act the followinp sub-sections shall be added namely i
*(6) Whers the total income of an sssessee, not beinj .

harhesble under the head ** Capi D " > a company, includes sny income

7‘“::: > l:.ll‘l“b::- the head ** Capital 3eins ", the tex, including super-tex, payable by him on his tots]



80 THE REGISTERED ACCOUNTANTS' JOURNAL [ June, 1947

-

{i) income-tax agd super-tax paysble on his total in come s reduced by the amount of such
inclusion, had such reduced income been his total income, plus

(ii) income-tex on the whole amount of such inclusion at the followin rates, namely ;—

S where such amount— Rate,

exceeds Rs. 15,000 but does not exceed Rs. 50,000 ... One anna in the rupee,
exceeds Rs 50,000 but does not exceed Rs. 2,00 000 <. TIwo annasin the rupee,
exceeds #s. 2,00, 000 but does not exceed Rs 5,00,000 ... Three annas in the rupee,
exceeds Re. 5,00,000 but does not exceed Rs. 10,00,000 ... Four annss in the rupee,
exceeds Rs, 10,00,000 ... Five annas in the rupes,

Provided that where owing to the fact that the amount of such inclusion has exceeded g
oertain limit income-tax thereon is payable or is payable at a higher rate, the amount of income-tsx
so peyable shall be reduced so as not to exceed—

{a) the amount which would have. been payable if the amount of such inclusion had not
exceeded that limit, plus

(b} one-half of the amount by which the amount of such ir;clunion exceeds that limi{.

(7) Where the total] income of 2 company includes any income chargeable under the head
** Capital pains "', the super-tax payable by the company in any year shall be reduced by an smount
computed on that part of its total income which consists of sach inclusion at the rate of super-tax
(excluding the rate of additional super-tax, if any) specified in the case of a company by the annual
Act of the Central Lepislature fixing the rate or rates of tax for that year.’

9. To section 18A of the said Act the followin sub-section shall be added, namely :—

‘(12) Any income charpeable under the head ** Capital 3ains '* shall not be taken into account
for any of the purposes of this section.’

10. In section 24 of the said Act, after sub-sSetion (2) the following sub—aect,ions shall be -

inserted, namely :—

*(2A4) Notwithstandiny anythjn contained in sub-section (1), where the loss sustained is s

loss fnl.ling under the head ‘ ‘Capital Bains'', such loss shall not be set off except apainst any profits
and 3ains falliny under that head. : ’

(2B) Where an essessee sustains a loss such as is referred to in sub-section (2A) snd the loss
cannot be wl}olly set off in accordance with the provisions of thatsub-secticn the portion not so set off
shall be carried forward to the followiny year and set off against capital Bains for that yesr, and if
it cannot be 30 set off, the amount thereof not so set off shall be carried forwurd to the followin® year
and 30 on, 50 however that no such loss shall be so carried forward for more than six years:

Provided that where the loss sustained in any previous yesr does not exceed fifteen thousand
rupees, it shall not be carried forward.’

11, To ucnon 38 of the said Act the following clause shall be added, namely ; — '

** (4) require any dealer, broker or agent or any person concerned in the manajement of s
stock or commodity exchande to furnish a statement of the names and eddresses of all persons to
whom he or the Exchanpe has paid any sum in connection with the sale, exchanle or transfer of a
capital asset, oron whose behalf or from whom heor the Exchande has recejved any such sum,
topether with particulars of all such payments and receipts.”’ .

\ - .

12. In section ‘42 of the said Act,—
(a) for the’msrginal headin} the foflowing shall be substituted, namely : —
** Income deemed to sccrue or arise within British India™ ;

in sub-section (1), after the words ‘‘in cash or in kind," the w;rds ** or throuph or fro
(B} in z‘lie sale, exchange or transfer of a capitel asset in British Indis,’” shall be i%\u:-,tcd. "

13, To section 43 of the said Act the followind Explanation shall be added, namely:— .
' Explanation.—A person, whether residing in or out of British India, who ecquires, after
the 28th day of February 1947, whether by sale, exchange or transfer, a capital asset in British In:
e
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from a person residing out of British India shall, for the purposes of charding to tex the cepital Buin
srisin from such sale, exchanpe or -trensfer, be deemed to have a business connection, within the
meaning of this section, with such person residing out of British India.’

14. In clause td) of sub-section (I) of section 58C of, the .uid A;\g:t. after thé words
** securities purchesed therewith,” the words *‘ and of any capital pains arising from the sale,
exchange or transfer of capital assets of the fund,” shall be inserted. .

15, In’section 58R of the l;id Act, after the words ** deposits of an approved supenjmuat.ion
fund ** the words ** and any capital peins srising froor the sale, exchanpe or transfer of capital assets
of such fund ** shall be inserted. -

CHAPTER III )
Amzpdments of Acet XV of 1910

16. In section 15 of the €xcess Profits Tax Act (heresfter in this Chapter referred to as the
seid Act). the words ** within five years of thq end of the charpesable accountiny pefiod in question **
shsll be o.mi{ttd, and shall be deemed slways to have been omitted.

17. After section 26 of the said Act the followin section shall be inserted, namely:—

- 126A. (1) Ifon an application made to itthrouph the Excess Profits Tex Officer, the
Central Board of Revenue is satisfied that a person who in & chargeable accounting period ending on
the 31st dey of March 1946, carried on a business the profits of which for any chargeable accounting
period are charded with excess profits tax,—

(1) incurred durinp the period commencing on the 1st dni of April 1946 and endinp on the
31st day of December 1947, in connection with that business,— :

(a) expenditure on the removal of warks constructed for protection epainst enemy attack ;

: (b) where under the orders of s competeat authority the .buaihed was wholly “or partly
removed durinp the war, expenditure on apein removing the business or part thereof ;
A .

. i . N
(c) where any physical assets held for the purposés of the business were ll.temd\to adapt
them to war conditions, expenditure on re-adapting them.to normal requirements ;

N < (d) e diture in consequence of the termination of eny contract f9r the supply of poods
@ x:teu:erinh or servﬁs, or the lease of buildings or machinery to him, where that contract
is terminated by resson of the terminstion of a contract for the provision by him of
Boods, materials or servites for the purposes of the war; or . ‘

i) i durind the period éommencing on the 1st day of April 1946 and e}\ding on the -
31st day (;;)Dl::eux;:; 1‘;’;‘_}"8‘ losr:m the sale of tradin® stock held on the 31st day of March, 1946

- for the purposes of the business; or

(iii) incurred in any accountiny period ending on or before the 31st day of March 1946 in
connection with that business any expenditure referred to in the |ub-clauu_(1) wl'nch,. except under
the provisions of this sub-section, is not sllowable, either wholly or partly, in computing the profits
of such tccountin%period t— .

the Central Botrd> of Revenve may direct that such allowance as it thi_nh just shall be meade
in computin the profits of the business durinp-the charpesble accounting period ending on the 31st
day of March 1946, and effect shall be Biven to such direction by repayment or otherwise, ss the case
msy require:

Provided that in ivirg any such direction, the Central Board of Revenue may impose such
conditions a8 it considers appropriate : .

Provided further thet where the applicant satisfies the Central Boerd of Revenue that it was
not possible to complete any work referred to in sub.clauces (a), (b) and {c) of claute (i) within the
period specified in that clause, the Ceniral Boerd of Revenue may extend the said period to such
dsate as it considers reasonable :

Provided ’ further that, where any charge has teken place in the persons i ,
,business the persons cerryin} it on after the change shall have the same ribl\?:o m!:\k:.::\y:;%li::tg;

)
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under this sub-section in respect of any expenditure referred to in sub-clauses (b) and (c) of clause (i)
a3 the persons previously carrying on the business would have had if there had been no such change.

@ Where an accqunting period included, but did not end on, the 31st day of March 1946,
sll expenditure referred to in the sub-clauses of clause (i) of sub-section (1) which would, apart from
the provisions of thi_s sub-sectiqn and yule 11 of Schedule I, be allowable as a deduction in computing
the pr_oﬁts of the said accounting period, shall be treated for the purposes of sub-section (1) as if it
were mcuyred after that day, and if an s.pplication is made under tuis section, no deduction from, or
in compating, the profits of any accounting period or charpeable accountind period shall be sllowed
in respect of such expenditure otherwise than under sub.section (1). ’

(3) Whete a chanpe takes place in the persons carrying on a business, or a person carryind

on a business, beind a body corporate, becomes or ceases to be a subsidiary company or principal
company within the meaning of sub-section (6) of section 9, and where except for the happening pf
that event relief would be allowable under this section, the Central Bosrd of Revenue may, if it
thinks fit, allow such relief under this section asit considers just, having repard to the extent to

which the persons directly or indirectly interested in the business or body corporate, as the case may
be, before the chanpe remain interested therein after the change.'’

<hall be :Séed?i:}:elgts:- parapraph of rule L1 of Schedule .1 to the said Act the following proviso

** Provided that where any loss or expenditure incurred during the period commencing ox the
1st _d-y of April 1946 and ending on the 31st day of December 194%7 1s ;:'easonably and psropefly
|_tmbntuble, wholly or partly, to any charpeable accountin® period or standard period, such dedune-
tion as ?pelrs to the Excsss Profits Tax Officer to be reasonsble shall be allowed in computin the
profits of such chargeab}e accountind period or standard pericd; and any relief accuring from
such deduction shall be given by repayment or otherwise, as the case may require,"’’

Act No, XXIIT of 1947

An Act further to amend the Reserve Bank of India Act, 1934

WHEREAS it is expedient further to amend the Reserve Bank of India Act, 1934, for the
purposes hereinsfter appearing ; :

It is hereby enacted as io{lown -— .

1. This Act may be called the Reserve Bank of India (Second Amendment) Act, 1947,

2. In section 2 of the Reserve Bank of Indis Act, 193 i i
Act), after clause (b) the followinp clause shall be in::rtedc_. 'numety(:h—.;-umaher referred to as tho seid

‘(bb) *‘foreign exchanpe”
Act, 1947

has the same meanind asin the Foreian Exchenge Repulstion
3. In section 17 of the said Act,—

(a) to sub-clause (a) of clause (11) the words '‘ or ioréign exchange '’ shq)l be added ;

(b) to clause (12) the words *' and foreizn exchanpe’ shall be added ;

(c¢) after clause (12) the followin3 clause shall be inaérted, namely :—

“(12A) the purchase and sale of securities issued by the Government.of any conniry ontside

India and expressed to be payable in a foreign currency, bein in the case of purchase by the Bank
securities maturing within a period of ten years from the date of purchase''; ‘ '

(d) for clause (13) the followin} clause shall be substituted, namely :

**(13} the opening of an account w_ith or the making of an apency sjreement with, and the
actinp as agent or correspondent of, a bank incorporated in any country outside India or the principal
carrency suthority of any country under the law for the time being in force in that country or any

international formed by such principal currency authorities, and the investing of the funds of the

Bank in the shares of any sach internstional bank ;"'.

.
)
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4. Forsections 40 and 41 of the said act, the followin} section shall be substituted, namely:—

*40., The Bank shall sell to or buy from any suthorised person who makes a demsnd in
hat behalf at its ofice in Bombay, Calcutta, Delhi or Madras, foreian exchange at such rates of
ixchanpe and on such conditions as the Central Government may from time to time by Beneral or
ipecial order determine, having repard so far as rates of exchange are concerned to its oblipations to
he International Monetary Fund:

Provided that no person shall be entitled to demand to buy or sell foreign exchanpe of a
value less than two lakhs of rupees,

Explanation.—In this section ‘' authorised person mesns a person who is entitled by or
inder Roreidn Exchanpe Repulation Act, 1947, to buy, or asthe case may be, sell, the foreipn
exchanpe to which his demand relstes.

Act No. XXIX of 1947

An Act to provside for the continuance of control over issues of capital
WHEREAS it is expedient to provide for the continuance of control over issues of capital;
1t is hereby enacted as follows:—

1. (1) This Act may be called the Capital Issues (Continuance of Control) Act, 1947,

(2) It extends to the whole of British India, and applies salso to British subjects and
servants of the Crown in any part of India and to British subjects who are domiciled in any part of
India wherever they may be,

(3) It shall cease to have effect on the first day of April, 1950,

2, Inthis Act —

{a) *'issue of capital '’ means the issuinp of any securities whether for cash or otherwise;

(b) ** securities ** means any of the follo"ving instrumgnts _igsned, or to be issued, by or for
the benefit of a company, whether incorporated in British India or not, namely ;:—

(1) shares, stock and bonds;
(ii) debentures ;
(iti) other instruments creating a charge or lien on the assets of the company ; and

(iv) instruments acknowledging loan to or :mdebrefinesl of the company and 3uaranteed by a
third party or entered into jointly with a third party.

3. (1) No company incorporated in British Ipflia shall, except with the consent of the
Central Government, make an issue of capital outside British Indis,

(2) No company, whether incorporated in British India or not, shall except with the
consent of the Central Government,—

(a) meke an issue of capital in British India;
(b) make in British India sny public offer of securities for sale;

(c) renew or postpone the date of maturity or repayment of any security maturing for pay-
ment in British India.

{3) The Centrsl Government may on application make an order according recognition to
an issue of capital made or to be made outside British India by a company not incorporated in British
Indis,

(4) The Central Government may qualify any consent or recopnition accorded by it und
sub-section (2) or sub-section (3) with such conditions, whether for immediate or future fulﬁ);x:\o‘:\‘t‘ ::
it may think fit to impose; and where s company acts in pursuance of such consent or recogniti.on
it shall comply with the terms of any condition so imposed. '
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. {5) Where an application for the consent or rec -grition of the Central Sovernment under
any of the provisions of this secticn is refused, the Central Government shall, upon the request of the
applicant, communicate to him in writing the reascns for such retusal.

4. No person shall issue in British India any prospectus or other document offering for
subscription or publicly offering for sale uny securities which dues not include a statement that the
consent or recognition as the case may be, of the Central (jovernmeut has been cbtained to the issue
or offer of the securities, and no person shall without the con-ent of the Central Government issue in
British India any document publicly offering for sale any security issued with the consent or recopni-
tion of the Central Government if suchissue was made by a private company or if the order according
its consent or recopnition contsined a condition that the securities should be privately subscribed.

. 5. {I) No person shall accept or pive any consideration for any securities in respect of an
issue of _capltal made or proposed to he made in British India or elsewhere unless the consent or
recopnition of the Central Government has been accorded to such issue of capital,

L (2) No person shall sell or purchase or otherwise transfer or accept transfer of any
securities issued by a company in respect of aayissue of capital made after the 17th day of May 1943
in British Indis or elsewhere unless such issue has been made with the consent or recodnition of tke
Central Government,

6. (1) The Central Government may, by aeneral order which shall be notified in the official
Gazzette, provide for the 3ranting of exemption from all or any of the provisionsof sections 3, 4 and 5.

. (2) The Central Government may by order condone a contravennon of any of the pro-
visions of section 3 or section 4, and on the making of such order the provisions of this Act, shall
have effect as if an exemption had been 3ranted under sub-section (1} of this section in respect of the
thind done or omitted to be done in contravention of section 3 or section 4, as the case may be.

7. Any officer authorised in this behalf by the Central Government may, for the purpose of
enquiring into the correctness of any statement made in un application for consent or recognition to an
issue of capital or for the purpose of ascertaining whether or not the requirements of any condition
attached to an order according such consent or recognition have been complied with, require any
company, or any officer of a company, which has made such application or obtained such order to
submit to him such accounts, books or other documents, or to furnish to him such information, as he
may reasonably think necessary.

8. No person shall, when complying with any requisition under section 7 or when making
any application for consent or recopniton to an issue of capital, dive any intormation or make any
st-tc:melnt which he,knows, or has reasonable cause to believe, to be false or not true in any material
particular.

9 No person who obtains any information by virtue of this Act shall, otherwise than in
connection with the execution of the provisions of this Actor of any order made in pursuance
thereof, disclose that information to any other person except with the permission of the Central
Government,

10. The Central Government may by order direct that any power or duty which by or
under any of the preceding provisions of this Act is conferred or imposed upon the Central Govern-
ment shall, in such circumstances and under such conditions, if any, as may be specified in the
direction, be exercised or discharped or any officer in the direction, be exercised or discharged by
any officer subordinate to that Government.

11, The Centra]l Government shall, by notification in the official Gazette, constitute an
Advisory Committee consistingd of not more than five members, and may from time to time refer to
it for advice any such matters srisind out of the administration of this Act as the Central Govern.-
ment may think fit.

12. The Central Government may by notification in the official Gazette make rules for
carryin} out the purposes of this Act.

13. (1) Whoever contravenes, or attempts to contravene. any of the provisions of this Act
or of any order made thereunder shsll be punishable with imprisonmert for & term which may
extend to one year or with fine or both,

(2) If the person committing an offence punishable under this section is a company or other
body corporate, every director, mansaper, secratary or other officer theraof shall, unless he proves
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that the offence was committed without his kuowledge or that he exercised all due diligence-to
prevent its commission, be deemed to be Builty of such offence,

14, Where any person is prosecuted for contravening any of the provision of this Act
or of any order made thereunder which prohibits him from doinp an sct without the consent or
permission of any authority the burden of proviny that he had the requisite consent or permission
shell be on him,

15, No suit, prosecution or other lepal proceedings shall lie against any person for snythin}
in 3ood faith done or intended to be done under this Act or any rule or order made thereunder.

16. (1) All orders made cr deem>d to be made under the provisions of the Capital Issues
{Continuance of Contrcl! Ordinance, 1917, and in force immediately before the commencement of
this Act shall continue to be in foice and be deemed to be orders made under the corresponding
provisions of this Act

(2) Section 6 of the General Clauses Act, 1897, shall apply upon the expiration of the
said Ordinence as it hed then been repealed by this Act.

Act No. XXX of 1947
An Act to provide for investipation into matters relating to taxation on income

WHEREAS it is expedient, for the purposes of ascertaining whether the actual incidence of
taxation on income is and has been in recent years in accordance with the provisions of law, and
!he extent to which the existind law and procedure for the asszssment and recovery of such taxation
is adequate to prevent the evasion thereof to make provisicn for an investigation to be made into
such matters; !

It is hereby ensacted as follows:—

1. (1) This Act may be called the Taszation on Income (Investidation Commission)
Act, 1947.

(2) It extends to the whole of British India.

(3) It shall come into force on such date as the Central Government may, by notification
in the official Gazette, sppoint.

2. In this Act, ‘‘texstion onincome'’ means any tax charpeable under the Indian
Ineome-tax Act, 1922 (X1 of 1922) or the Excess Profits Tax Aect, 1940 (XV of 1940),

3. The €entral Government may constitute a Commission to be called the Income-tax
Investipation commission (herein-after referred to ss the Commission) whose duties it shall be—

(a) to investigate and report to the Centrsl Government on all matters relatind to taxation
on income, with particular reference to the extent to which the existing law relating
to, and procedure for, the assessment and collection of such taxation is sdequste to
prevent the evasion thereof : ’

(b) to investipate in accordance with the provisions of this Act any case referred to it under
section 5 and reyort thereon to the Central Government,

4. (1) The Commission shall consist of a Chairman (being e person who is or has been a
Judge of a High Court) and 1two other Commissioners, appointed by the Central Government,

(2) On the occurrence from any cause of a vacancy among the Commissioners, the Central
Government may, if it thinks fit, appoint a person to fill the vacancy.

5. (1) The Central Government may. st any time before the 31st day of December

1947, refer to the Commission for investipation and report any case in which the Central

Government has prima facie reasons for believing that a person has to a substantial extent evaded

alyn'flent of taxation on income, together with such material as may be available in support of such
ief,

(2) 1f in the course of investipation into a case referred to it under spb-section (1)”
mission has reason to believe that some person other than the o W "9 esse %
investipated has himself evaded payment of tagxetion on income, ¥ may make a ‘re'p tl%e;th :
Central Government stating its reesons for such belief, and on refeipk “Bf such report the Cent ?..:'
Government may at any time refer the case of such other person ¢ &#Commission for inveltig:ﬁ?
and report, n
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6. (1) The Commission shall have power (o ad minister oaths and shall have all the powers
of a Civil Court ander the Code of Civil Procedure, 1308 (V of 1908), for the purposes of takind
evidence on oath, enforcind the attendance of witnesses and of persons whose cases are beind
invastipated, compellina the production of documents and issuind commissions for the examination of
witnesses, an shall be deemed t2 be a Civil Court for all the purposes of section 195 and Chapter
XXXV of the Code of Criminal Procedure, 1898 (V of 1898); and any reference in the ssid
Chapter to the presidind officer of a Court shall be deemed to include a reference to the Chairmen
of the Commission.

) Uf in the course of any investipation under this Act it app2ers o the Commission t0
be necessary to examine any accounts or documents which it cannot itself examine, the Com-
mission may authorise any person qualified in its opinion to make such examination to exsmine the
accounts or documents and interropate for that purpose 80V person havinp charge or custody thereof
and make a report thereon to the Commission ; and any person having Charde or custody of sue
documents shall be bound to produce them to the person $0 suthorised and to pive to such person
any information in respect thereof which the person $0 authorised may require.

(3) The Commissioners and all persons authorised by the Coramission ander this section

shall be deemed to be public servants within the meanind of section 21 of the Indian Penal Code
(XLV of 1860),

) 7. (1) The Commission shall, subject to the provisions of this Act, have power to repulate
its own Procet}ure (}nclud'm?, the fixiny of places and times of sittinds and decidind whether to st
in public orin {private) and may sct notwithstanding a vecancy in the number of the Commissioner:

(2) In makind s1 investipation under clause (b) of section 3, the Commission shall sctin
accordance with the principles of natural justice. shall follow us far as practicable the principles of
the Indian Evidence Act, 1872 (1 of 1872), end shall pive the person whose case is beind investi-
pated o reasonable opportunity of rebutting sny evidence adduced apainst him.

(3) Any person whose case is beind investipated the Commission may be represemed by s
pleader duly anthorised to act on his behalf.

(4) Except with the previous sanction of the Central Government.—
{@) no suit, prosecution OF other legal proceedin® shall be instituted apainst eny person in

any civil or criminal court for any evidence hiven by him in 88y proceedinds before
the Commission, and

(b) no evidence 30 piven shall be admissible in evidence sapainst such person in sny suit,
prosecution, OF other proceedind before such Court.

(5) No document shall be inadmissible in evidence in sny proceedinds before the Commis-
sion on the pround that it is not duly staraped or repistered.

. {6) Nothinj in section 5 of the Indian Income-tax Act, 1922 (X1 of 1922) or in that section
as applied to excess profits tax by section 21 of the Excess Profits Tax Act, 1940 (XV of 1940) shall
spply to the disclosure of any of the particulars referred to therein in any proceeding before the
Commission or in any report made by the Commission to the Central Government or in any report
made to the Commission by a person authorised under sub-section (2) of section 6.

8. (1) After comi'dering any report made to it under clause (b) of section 3, the Central
Gox_rernmem. may, by order in writing, direct that proceedinds to assess in respect of the income ef any
per_.-lod commencin sfter the 31st day of December 1938 the person to whose case the report relstes
to _mcome-!ax. super-tax, or excess profits tex shall be taken or reopened ; and upon such s direction
beinp made, guch assessment proceedings may be taken and completed under the appropriste law,
notwithstandind anythind contained in section 34 of th~ Indian Income-tax Act, 1922 (X1 of 1922)
or section 15 of the Excess Profits Tax Act, 1940 (XV of 1940), orany other law, and notwi(h'-
standing any lapse of time.

(2) Ona direction being made under sub.section (1), & coPY of the report of the Commission,
so far as it relates to the case of the person concerned, shall be furnished to him,

(3) Notwithstandins anythind to the contrery contained in any other law, in any/proceed-
inps divected to be taken under sub-section (1), any evidence in the case adduced before the Com-
mission or & person auchorised by it under sub-section (2) of section 6 shall be admissible in evidence.
9, Noactor proceeding of the Commission or any person authorised by it under sub-section
(2) of section & shall be called in question in any manner by sny Court, and no suit, prosacution or
- Ny ball lie epainst the Crown or any Commissioner or any other person for

- :‘-‘i‘ e intended to be done under this Act.
9! Uug o N . .
10. The Cen w Nt may, by notification in the oWcial Gazette, make rules for

carrving ot the purposes © ‘t%
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