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LEGISLATIVE DEPARTMENT.

We, the undersigned, Members of the Select
Committee to which the Bill further to amend
the Indian Income-tax Act, 1922, for certain
purpoces was referred, have corsidered the Bill,
and have now tke hcnour to submit this our
Report, with the Bill as amended by us annexed
thereto.

2. We have dizcussed very fully the provisions
of clauses £ and b of the Bill and bave decided not
to.make any material alteration therein. Although
it must be admitted that some increase will be
involved in the work which principal officers of

companies have to perform in aid of the income--

tax authorities, we do not think that this consi-
deration or the argument that in some cases the
approximate Indian income of a non-resident
person may become known through the communi-
cation to principal officers of companies of the
appropriate rate of super-tax should weigh against
what appears to be the only possible method of
preventing evasion of super-tax by non-resi-
dents.

The other alterations we have made in the
Bill are in regard to the provision for an appeal.
In the first place, we have suggested that an
appeal should lie not in every care in whicha
substantial question of law is involved, which
would be & large majority of the cases in which
references are made under section 66 of the Act,
but only in cases which in the opinion of the
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High Court are fit cases for appeal. The actual
words of our amendment follow those of
clause (c) of section 109 of the Code of Civil
Procedure, 1908, which clause refers to cases
in which an appeal ought to lie irrespective of
the monetary value of the subject-matter
and the proper construction of which is well
settled by numerous High Court decisions. Se-
condly, we have by a majority decided to provide
that a certificate should, in the cate of an appeal
by the Government, only be given on the condition
that, if the respondent does not appear and costs
are awarded to the Government, the costs shall
not be recovered from the respondent. A mivor-
ity of the Select Committee, including the official
members, are of opinion that the insertion in an
Act of the Legislature of such a provision 18
inadvisable without much greater consideration
than can be given to it in connection with the
present Bill. Finally, we have proposed the addi-
tion of new sub-sections (3) and (4) to the new
section 66A to make it clear that the procedure
laid down in the Code of Civil Procedure, 1908,
as regards appeals to His Majesty in Council shall
apply to the appeals provided by the Bill.

8. The Bill was published in the Gazette of
India, dated the Gth February 1928,

4. We think that the Bill has not been so
altered as to require republication, and we re-
commend that it be passed as now amended.

BASIL P. BLACKETT.

H. TONKINSON.

T. RANGACHARIAR.

M. RAMACHANDRA RAO.

K. C. NEOGY.

R. K. SHANMUKHAM CHETTY.
HUGH G. COCKE.

DEVAKI PRASAD SINHA.*

W.S.J. WILLSOXN .*

® Subject to note of dissent,
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NOTES OF DISSEXNT.

I entirely disapprove of the proposed sub-sections
(2) and (3 of section 57 in clauke 5 of the Bill
in present form and disagree with para. 2 of the
Select Committee’s Report.

The amount of work and responsibility it 1is
sought to cast upon principal Officers of Com-
panies goes far beyond what ought to be asked of
or imposed upon them unless they are specially
paid forit.

I do not agree that this Bill “appears to be
the only possible method of preventing evasion of
super-tax by non-residents.” The word * eva-
siou ” itself is probably incorrect, but no other
method was suggested to us for consideration at
all.  'We had merely the tpse dirit of Government
that they had considered all other methods.

I consider that these clanses are largely unwork-
able and they cannot achieve the purpose of bring-
ing within the grasp of the super-tax law such
persons as are admittedly outside of it. For those
who may wirh to remain so, avoidance is easy ;
shareholdings can be split up. Debentures are
commonly “pavable to bearer,” with interest
coupons attached and would not come under the

rovisions of this Bill, nor would Deposits at
Mills nor Loans.

I consider that these clauses where they operate
will cause endless unnecessary annoyance and worry
to the honest super-tax paying noun-resident, who
(with certain residents alro) will not be spared from
the vagaries of principal Officers of different Com-
panies applying different interpretations of clause
5, sub-section (3), in regard to the same share-
holder’s residence or non-residence.

The clauses either will not operate or only with
conriderable difficulty and inefficiency, erpecially
in cases where shareboldings stand in the names
of nominess, Solicitors or Bankers, etc. A Bank,
or non-resident Trustéz, might draw a single
dividend warrant in respect of sharcholdings which
would apparently justify a deduction of super-tax
at source, yet if the shares belonged to several
different Trusts there might be no liability at all
to super-tax. The trouble of explanations,
proofs and adjustments would be endless, and a
principal officer should not be asked to deal with
such cases.

The practice of appointing Bankers as Trustees
is growing and there are many other reasons,
entirely unconnected with taxes, which render it
desirable and necessary for a shareholder to remain
anonymous for a time.

The difficulties of getting refunds of overdeduct-
ed taxes are already a byword and would be worse
on behalf of a non-resident.

The assessment and payment of Income-tax and
Super-tax should remsin a private matter between
the State and the individual alone. Our law has
never permitted disclosure on the part of the State.
This clause 5(2) violates that principle by authorie-
ing the Income-tax Officer to notify an unlimited
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number of Indian public companies upsa what
erade of ruper-tax the individual stands. This
discloses the approximate amount of his Indian
income, which information would be convered to
all through whose hands the dividend warrant
passes. So far as I know no such practice prevails
In any other country.

After experience has been gained of the working
of the proposel section 19A in clanse 2 of the
Bill it will be possible to form some opinion whe-
ther the amount at stake is considerable or not, at
present I am informeid no idea exists.

For these and other reasons I recommend that
clause 3, rection 2, and sub-sections (2) and (3)
be omitted.

W. S. J. WILLSON.

On one point I do not agre2 with the majority
of members of the S:lect Committee. I object to
the insertion of the proviso to sub-clause (2) of
clause 8 of the Bill (new section 66-A). I do not
see any justification for discriminating between
Government and a private person appearing as
appellant before their Lordships of the Privy
Council. Ordinarily no court whether it is the
Privy Council or a High Court allows cost to the
appellant where the respondent does not appear.
It is only in exceptional cases where the appellant
has been subjected to unjustifiable harassment
that cost is decreed to the appellant, in spite of
the non-appearance of the respondent. In such
cases where the State, acting as appellant, has
suffered botheration and incarred heavy expense,
there is no reason why cost should not be decreed
merely because at the last stage the respondent
finds it tactical and convenient not to appear.
Money that is spent by the State is contributed
by all citizens—rich and poor. As such, it should
be the anxious care of citizen to see that
this money is not uselessly spent. It is in the
natare of a public trust—more valuable than the
property of the private individual. This proviso
introduces an altogether novel principle of juris-
prudence. So far no distinction is made between
a private person and the State by the courts of
law. It would be very dangerous to admit of
any such distinction.

Besides, I am doubtful how far the proriso
would be workable at all. If cost is awarded by
the Privy Council, how can it be controlled by the
High Court being “ satisfied that, if the respon-
dent does not appear at the hearing of the appeal *,
the appellant {z.c., the Secretary of State) will
not realise costs? This matter should be left
entirely to the good sense of the Government, and
I have no doubt that in fit cases, the Government
would be willing to forego costs.

DEVAKI PRASAD SINHA.
The 5tk March, 1926.



[As aMEXDEP BY THE SELECT COMMITTEE.]

[Words printed in italics indicate the
amendments suggested by the Select
Committee.]

A

BILL

Further to awmend the Indian Income-tax Act,
1922, for certain purposes.

W HEREAS it ic expedient further to amend the
Indian Incometax Act, 1922, for the purposes XI of 1922.
hereinafter appearing ; It is hereby enacted as

follows :—

1. (1) This Act may be called the Indiar

. Income-tax (Amendment)
Short title and com- Act, 1026
mencement. =Rty SR

(2¥ 1t xhall come into force on the 1st day of
April, 1826.
2. After section 19 of the Indian Ircome-tax
. . Act, 1922 (hereinafter re- XI of 1922
secIt?o:rItll!;,X inoict n§‘i ferred to as the “fid Act),
of 1922, the following section shall
be inserted. namely :—

« 10A. The principal cfficer of every company
) sball, on or before the 15th
_Supply of infermn-  day of June in each vear,
“"’:i regerding GVl fnrjish to  the preseribed
dends. officer a return in the pre-
scribed form and verified in the prescribed
manner of the names and, so far as they are
known to awck primcipal officer, the addresses of
the sharcholders to whom a dividend or aggrezate
dividends exceeding such amount as may be pre-
seribed in this behalf has or have been distributed
during the preceding year and of the amount so
distributed to each such shareholder.”

3. In clause (c) of section 51 of the eaid Act,
Amendment of see- after the words “ mentioned
tion 51, Act XI of in’’ the word and figures
1922, “ section 19A ” ghall be in-

serted.

4. Insection 52 of the raid Act, after the
Amendment of see- Words “ mentioned in ” the
tion® 2, Act XI of words and figures * gection

-y

1922, 19A or ” shall be inserted.

5. (1) In rub-section (I) of section 57 of the

Amendment of sec- 658id Act, for the word
tion 67, Act XI of ““assessee” the word “per-
1922, ron ”’ shall be substitnteg.

() For sub-rection (2) of the same rection
the following sub-sections shall be “substituted,
namely :—

“(2) Where the Income-tax Officer has
reason to believe that any persen, who
is a chareholder in a company, is
resident out of British India and that
the total income of such person will
in any year exceed the maximum
amount which is not chargeable to

e 4 1 ¢ .
saper-tax mnder the law for the 6ime

being in force, he may, by order in
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Cise e untmg,-n:quuet 10 oﬁc.uof'
O 24 ;tthe company tadexi sbp:‘ho tuma of °
. 4. 1 payment of any dividend. fmm ‘the
: o :company to the shareholder in that
iear super-tax at such rate as the
ncome-tax Officer may determine as
-Leing the rate applicable in respect
: of the income of the u}mmholder in
3‘} { "‘f s ‘t.lut year. .
' "~ {3) Ifin any year the amnount of nny divi-
dend or the aggrezate amount of any
A e - dividends paid to suy shareholder by
L a company (together with the amount
S of any income-tax payable by the
S e eompa.ny in “respect thereof) cxceeds
T the ‘maximom amount of the total’
Ao .. ,income of a person which is  not
' chnrgenble to super-tax under the law’
. for the time being in force, and the
"% principal officer of the éompany has
#4237 not remson to believe that the share-
o .holder "is resident in British India,
~ and no order under sub-section (2) bas

$LNLFY S 2 hean peceived in respect of such share-
g antyi. s~ holder by the principal officer from:
s -'_js‘_r.t .7 the Income-tax Officer, the principal

“ officer shall at the time of payment
deduct super-tax on the amount of
such excess at the rate which would
"be nptlexable under the law for the
" time being in force if the amount of
such dividend or dividends (together
with the amount of such income-tax as
aforesaid) constituted ths whole total
income of the shareholder.” -

(3) Sub-section (3) of the same section shall
be re-numbered as sub-section (4), and in that
sub-section for the words “an assesses”’ the wonds
“another person” and for the word ~assessee”’
whereit occars for the second tune, the word
“ person ” shall be substituted.

. 8. To mb—sechonth (1) dofA uec:;‘onfonas of

" Amendment - of e sal ct the followin
" . tion 88, Act XTI of proviso shall be added,
1922,

, namely —
tﬂw—’w‘ e -
RN o Provided that anb-oectmnl 4 to (9) of
- section 18 shall apply, so far as -may
be, to the assessment, collection and
recovery of super-tax under sub-section
(3) or sub-section (3) of section 57.”

. 7. To section 86 of the said Act the followi
" Amendment of sec- Sub-section shall be added,

tion 68, Act XI of pamely:—
1922

¢ (8) For the purposes of this section  the
- Hizgh Court” means— -

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

{2} in relation to the province of Ajmer-
Merwara, the High Court of Judi-
cature at Allahabad ; and

¢) in relation to the province of C
() ol - “1(-‘\ Pf\""f AF ’l’n‘hln“nvouprgﬁ

Madras”
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. 8. After rection 66 of the said Act the follow-
‘Insertion of pew gee- 1ng section shall be inserted,
:tliég:fc.-\ inAct XT of namely:—

-. “GCA. (I) When any case has been relflera]to
: : the Hig! urt
h:;ﬁfc:; ceﬁemtf,. :’f under section 66,
High Co]urtn. n::_tz:p- it shall be heard -
peal to l? in .in by a Bench of
cases to Privy Coundil. nit less than
two Judges of the High Court, and
in respect of such case the provisions
of vection 98 of the Co«lfe of Civil
Procedure, 1908, shall, s0 far as may v of 1908,
te, apply notwi’tlnhnding;. anything .. o
contained in the Letters Patent of any
High Court established by Letters
Patent or in any other law for the
time being in force.

{?) An appeal chall lie to His lajesty in
Council from any judgment of the
High Court delivered on a reference
made under section 60 in any case
which the High Court certifies
tr be a fit one for appeal to His
Majesty tn Connel :

Provided that xo sneh ceréificate aball be
granted cx an application on behalf of
the Secretary of State for Iadia in
Corneil, nnless the High Conrt is
satisfied that, <f the respondent docs
not appear at the Rearing of the appeal
and the judgment of the Higk Conrt
t2 raried o:r rerersed, the right to
recorer any costs which may be axcarded
by the order of lis Majesty in Conneil . ..
to the appellant sill not be exercized. =~ =777

(3) The pirorisions of the Code of Ciril Proce-
dnre, 1908, relating to appeals to ¥ or190s. .
His Majesty in Council shall, so0 far
as wmay be, apply in the ““hz ‘
appeals nnder this " section™ inw like - >~ i=a
manner as they apply in the case of
appeals from - decrees of a High
Court :

Procided that notking sn this enl-section
shall be deemed to affect the provisions
of sul-section (0) or sub-section (7) of
section 66 :

Procvided, frrther, that the High Court may,
on petition wade for the execution of
the order of His Majesty in Comncil
in  respect of uany costs awarded
therely, transmit the order for
execution to any Conrt subordinate to
the High Conrt.

(4) Wkere the gudgment of the High Conr¢
: ts caried or recersed im appeal wader
this section, effect skall be gicen to
the order of His Majesty sn Cowneil
tn the manner provided ¢n ~ snl-sec-
tions (6) and (7) of section 66 tn the
rase of a fndgment of the High Conrt,

(6) Nothing in this section shall Te
deemed—
(a) to bar the fnll and unqualified

‘ excicise of Hin M josty's

! "\:.f-’-".,{.



- §16 LD

¢ gy
leasure in receiving or re-
Jecting appeals to Hxs_

Majesty in Council,
otherwise howsoever, or -

(8) to interfere with any rules
made by the Judicial Com-
mittee of the Privy Council,
and for the time being in
force, for the sent.atxon
of appeals to His Ma.)
Council, or their con
before the =aid J udlcxal
Committee.”
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GOVERNMENT OF INDIA.

. a ’
LEGISLATIVE DEPARTMENT.

Beport of the Belect Committee on the
‘ Bill further to amend the Indian
Income-tax Act, 1922, for certain
purposes.

(With Bill as amended.)
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