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"' \Ws, Yhe ubidersigned, Members of b i '
) , rs of the Sclect Co'mmxttee to which the Bill further to

by us anne;ed thereto.

2. The Bill, as introduced, was drafted on the princi
] du was . principle that all ibuti
::;lin':]i?es; a:::eb the limit which is to be exempt frompthe paymenetxz;&t::n:;:)bulugog
o aulated t);m y year anq taxed as a lump sum at the end of the employee’s service
by eomsider tt3 even to the limited extent of the excess contributions, this principle would‘
Do ne dent in practice and would be inequitable in those cases where the recei t of
rge lump sum x.mght render an employee, otherwise exempt, liable to pay in t d
raise his rate of income-tax, or, even render him liable to super-tax. Wey fc ome-systemu, -
Whereby the annual accretion to an employee’s individual account shall bgr:;eg:n:d be
:ncm)ol?c: ;leeceit"regmbyp :;:Iin_ a;ui, subJect.ao the eﬁemption granted, taxed each year at thet‘;:ate
le. ciple, we consider, will be simpler to w i i it wi
bave the flesuable effect of allowing the whole of the :)mplo;ee ': l:rxidi;atc?uc;dmtodbn Wl.g
over to him at the end of his service without delay or diminntion. °pe

.#- 8. This change of accounting and taxation method, while n i

the Bill, or interfering with the extent of the exemptio;m grant:;, ?Hioﬁ‘:; ﬁsﬁmﬁ
textual amendments. We have had to recast the whole of clauses 58E. 58F 58@, 58H and
581.1, and have replaced them by six new clauses 58E to 58J ; but in doin'g 50 \;'e ha\:e adhered
stnc.tly to the general principles underlying the Bill as introduced. We need only make
special mention o.f clause 58I dealing with the transfer of existing funds to funds which
are n.em:ly_ recognised. We have cast the duty on employers of making up final accounts
of existing funds, and of showing in them the portion of each employee’s balance which is
to be transferred to the recognised fund. Subject to the reservation that no tax already
paid on an*employee’s own contribution will be refunded, the portion so transferred will
receive retrospectively exemption from tax up to the same limit as will be given to the em-
ployee's future account. As regards any excess over and above the exempted portion which
may be transferred, in order to avoid inconvenience in individual cases arising from the pay-
ment of a large amount of income-tax on such a lump sum, we have provided that an em-
ployee may withdraw the amount of the excess tax payable by him for that year from his

balance in the recognised provident fund.
4. In addition, we have made several drafting amendments, minor amendments of
substance, and consequential amendments. '
. The amendments in clause 3 and in old clause 5, now clause 4, and the omission of old
clause 4 are consequential on our re-drafts of clauses 58E to 581
* Clause 584.—We have altered the definition of ‘‘ employer *’ s0 as to include bodies '

guch as Chambers of Commerce which are associations of associations and not associations
of individuals ; and also in order to include individuals engaged in a business, profession

or vocation.
We have altered the definition of *‘ employee ’’ so as to exclude personal and domestic

servants.
. * Clause 58B.—We have added a new sub-clause providing for an appeal against an order

of the Commissioner refusing to recognise a provident fund.

Clause 58C, sub-clause (1) —
..- . Condition (6).—We consider it to be in the interest of the employees to require that

"the fund shall be vested in two or more trustees.

Condition (g).—The category of heirs and executors in this condition is incomplete,
and it would involve some risk to attempt to draft a complete category. We have, therefore,
omitted the category entirely in order that the clause may cover all.cases of lawful payees.

Clause 58L—old clause 58KK.—In clause (b) of sub-clanse (2), we have deleted the
word ** private '’ before the word ‘‘ company ', as in our opinion there may be cases of
shareholders in public companies just as well as in private -companies who should properly
come within the scope of the clause. We have been assured that it is the intention of Gov-
ernment that the rules to be framed under this provision will apply only to employeces who

are shareholders holding a substantial portion of the shares of a company.
5. We have carried out the necessary re-numbering and re-lettering.
. 6. The Bill was published in English in the Gazette of India of the 7th September, 1929,

A
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7. For reasons given in paragrarhs 2 and 3 above, we think that the Bill has not been
so altered as to require re-publication and we recommend that it be passed as now amenfied.

B. L. MITTER.
'GEORGE SCHUSTER.
G. L. WINTERBOTHAM.
J. Y. PHILIP:
. H. P. MODY. ;
. G. D. BIRLA.
N. C. KELKAR.
S. C. MITRA.
B. P. NAYUDU.
SARABHAI N. HAJL
e VIDYA SAGAR PANDYA.
A. H. GHUZNAVL

_The 16th September, 1929
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[As amended by the Select Committee.]

s/

(Words printed in italics indicate the amendments
suggested by the Committee.)

A

BILL

Further to amend the Indian Incomeiar Act,
1922, for certain purposes.

WaEREAS it is expedient further to amend the
Indian Income-tax Act, 1922, for the purposes here- X10of 1922,
- inafter appearing; It is hereby enacted as fol-
lows ;—

1. (I) This Act may be called the Indian In-

Short title and commence- CPIMeE-tax (Provident
‘meat, * Funds Relief) Act, 1929. °

(2) It shall come into force on such date as the .
Governor General may, by notification in the
Gazette of India, appoint.

8. To sub-section (3) of section 4 of the Indian
Amendment of secti . " Income-tax Act, 1922 XI of 1922,
encme! °%  (hereinafter referred to
4, Aot Xl of 1922 as the said Act), the fol-
lowing clause shall be added, namely :—

“ (iz) Any income received by trustees on
behalf of a recognised provident fund as
defined in clause (a) of section 58A. **

3. In sub-section (3) of section 15 of the said

Amendment of section Act, after the word and
15, Act XI of 1922 figure “section 7,” the
words “ and any sums exempted under sub-
section (1) of section 58F " ghall be inserted.

» * b 4

4. In section 68 of the said Act,— .

Amendment of section 58,
Act XI of 1922,

(a) in the proviso to sub-section (1),
after the word and figures  section 37 ",
the words, figurcs and letter ** and under
section 58H ' shall be added ; and

(b) in sub-section (2), after the word and
figures “section 67 ”, the words, figures
and letter “ and section 58H " shall -be
inserted.

5. After Chapter IX of the said Act the follow-

Insertion of new Chap- mg Chaptﬂ' ghall be in-
ter IXA in Act XI of 19 serted, namely :—

“ CHAPTER IXA.

SPECIAL PROVISIONS RELATING T0 CERTAIN
CLASSES OF PROVIDENT Funbs,

58A. In this Chapter, unless there is anything
repugnant in the subject
: or context,—

(a) & “recognised provident fund ” means a
providcat fund which bas been and
continues to be recognised by the Com-
missioner, in accordance with the pro-
visions of this Chapter ;

Definitions,

H19 OLD
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(b) an “ employer ” means—

(s) » Hindu undivided family, company.
. firm or other association of mdmduala
' or persons, or
(#) an sndividual engaged in a business,
' profession or vocatfon whereof the profits
v and gains are assessable to incometaz
under section 10 or section 11,

maintaining a provident fund for the -
beneﬁt of his or its employees ;

(c) an “employee” means an employee
participating in a provident fund, but
does not include a personal or domestic
servand ;

(d) 8 “ contribution ” means any sum credit-
ed by or on behslf of any employee out of
his salary, or by an employcr out of his
own monies, to the individual account
of an employee, but does not include
any sum credited as interest ;

(e) the * balance to the credit” of an em-
ployee means the total amount to the
credit of his individual account in a

- provident fund at any time ;

(f) the * annual accretion ” to the balance to
the credit of an employee means the in-
crease to such balance in any year, arising
from contributions and interest ;

(9) the * accumulated balance due”™ to an
employee means the balance to his
credit, or such portion thereof as may be
claimable by him under the regulations
of the fund, on the day he ceases to be an
employee of the employer maintaining
the fund ; and

(h) the “regulations of a fund " means the
special body of regulations governing the
constitution -and administration of a
particular provident fund.

58B. (I) The Commissioner of Income-tax may

accord recognition to -
any provident fund
which, in his opinion,
satisfies the conditions prescn'bed in section 58C
and the rules made thereunder, and may, at any
time, withdraw such recognition if, in his opinion,
the provident fund contravenes any of those
conditions.

¥ (2) The Governor General in Council may, at
his discretion, direct the Commissioner of Income-
tax to refuse to accord recognition to any provi-
dent fund, or may, at any time, ‘withdraw recog-
nition from any recognised provident fund.

(3) An order according recognition shall take
cffect on such date as the Commissioner may fix
.in accordance with any rules the Central Board of
Revenue! may make in this behalf, such date not
being later than the last day of the financial year
in which the order is made.

(4) An order withdrawing recognition shall take
effect from the day on which it 18 made.

(5) An employer objecting to an order of the
Commissioner refusing to rccogmse a provident
fund may appeal, within sizty days of such
order, to the Central Board of Revenue.

The appeal shall be in the form and shall be veri-
ficd in the manner prescribed by the Central Board
of Revenue.

The according and with.
drawal of recognition,
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680. (1) In order that a provident fund may

Conditions o be m: receive and retain re-

itions sa cognition, it shall satis-

e o i occunised pro- g0t he conditions set out

: below and any other con-

ditions which the Governor General in Council
may, by rule, prescribe:—

(a) All employees shall be employed in
India, or shall be employed by an
employer whose principal place of
business is in British India. t

(b) The contributions of an employee in any
year shall be a definite proportion of his
salary for that year, and shall be de-
ducted by the employer from the em-
ployee’s ealary in that proportion, at
each periodical payment of such salary
in that year, and credited to the em-
ployee’s individual account in the fund.

(c) Subject to the provisions of section 68D,
the contributions of an employer to the
individual account of an employee in any
year shall not exceed the amount of the
contributions of the employece in that
year, and shall be credited to the em-
ployee’s individual account at intervals
not exceeding one year.

(d) The fund shall consist of contributions
as ‘above specified, of accumulations
thereof, and of interest (simple and
compound), credited in respect of such
contributions and accumulations, and
of securities purchased therewith, and of
no other sums.

(¢) The fund shall be vested in two or more
trustees, under a trust which shall not
be revocable save with the consent of
all the beneficiaries.

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

In such cases the recoveries made by the em-
ployer shall be limited to the contribu-
tions made by him to the individual
account of the employee, and to inter-
est (simple and compound) credited in
respect of such contributions and ac-
cumulations thereof, in accordance with
the regulations of the fund. .

g) The accumulated balance due to an em-
ployee shall be payable s = =
. . . on tho day he ceases
to be an employee of the employer
maintaining the fund.

(k) Save as provided in clause (g), or in ac-
cordance with such conditions and res-
trictions as the Govemor General in
Council may, by rules, prescribe, no
portion of the balance to the credit of an
employeo shall be payable to him,
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{2) Where there is a repugnarite between any
regulation of a recognised provident fund and any .
provision of this Chapter.-or of the rules made
thereunder, the regulation shall, to the extent of
the repugnance, be of no cffect.

The Commissioner may, at any time, require
that such repugnance shall be removed from the
regulations of the fund. A

68D. Subject to any rules which the Governor

Pom! to shx restric. Gcgkeeml lt.lim Cobzncil may
tions of employer's con- make in this behalf, the
tributions in certain eases.  Commissioner may, in
respect of any particular fund, relax the pro-
visions of condition (c) of sub-section (I) of
section 58C—

(a) 80 as to permit the payment of larger
contributions by an employer to the in-
dividual accounts of employees whose
salary does not exceed five hundred
rupees per mensem ; and

(b) ro as to permit the crediting by em-
ployers to the individual accounts of
employees of periodical bonuses or other
contributions of a contingent nature,
where the calculation and payment of
such bonuses or other contributions is
provided for on definite principles by
the regulations of the fund.

68E. The annual accretion in any .year to the

Anwsal aceretion deemed balance at the credit of
o be income received. an employec partics’;xuing
in a rccognised provident fund shall be deemed to
have been received by him in that year and shall be
sncluded in his total income for that year, and,
subject to the exemplions specified in section 58F,
shall be liable to income-tax and super-tazx:

Provided that, for the purpose of sub-section (3)
of scction 15, oul of such annual accretion only the
employee’s own contributions shall be included in
his total sncome. . ‘

58F. (1) An employee shall not be liable to pay

Exemption of annual tsncome-lax on contribu-
accretion from income-taz.  tions {0 his individual
account in a recognised provident fund, in so far as
the aggregate of such contribulions in any year does
nol exceed one-sizth of his salary in that year.

(2) In tle accounts of a recognised provident
fund, the contributions ezempled from sncome-taz
under sub-section (I) and accumulations thereof
shall be shown separately, and interest thereon shall
be calculatcd and shown secparately. Such sinlerest
slall be exempt from payment of income-laz, in
30 far as it is allowed at a rale not exceeding such
rate as the Governor General in Council may, by
notification in the Gazelle of India, fix in this
behalf.

58G. Where . an employee participating in a

Exemption of accumulated recognised PmMm fu"d
balance from income-tax has rendered conlinuous
and supir-tax, scrvice with his employer
for a period of not less than five ycars and the accu-
mulated balance dueto him becomes payable, such
accumulated balance shall be exempt from payment
of income-tax and super-taz, and shall be excluded
Jrom the computation of his total income :
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i i Provided that he Commissioner of Income-laz
* inay allow such exemption and ezclusion where the
employee has rendered continuous scrvice with the
. employer for a period of less than five yedrs, if, in
his opinion, the service has been terminated
reason of the employee’s ill-health, or by the con-
. traction or disconlinuance of the employer's
" business, or other cause beyjond the control of thé
* empleyee. CE o
(2) Where exemption from payment of intohie:
taz is not allowed under the provisions of sub-section
(1), the Income-taz Officer skall calculate the tolal
of the various sums of income-taz from the pay-
ment of which the contributions and interest credited
to the employee’s sndividual account have been
exempled under the provisions of sub-sections (1)
and (2) of section 68F, and such total shall be
payable by the employee, in addition to any other
sncome-taz for whick he may be liable for the gear
in which the accumulated balance due to him
becomes payable. " e :

. 88H. The trustees of a recognised provident fund,
Deduction at source of OF other person authorised
incomedaz payable om by the regulations of the
. @ccumulated balances due.  fynd 1o make payment of
accumulated balances due to employees, shall, at the
time an aocumuzed balance due to an em is
paid, deduct therefrom any tncome-tax ble
under sub-section (2) of section 58G an}c’ia y:ny
sncome-taz and super-tax payable on an employec's
tolal income as determ:ined under sub-section (3)of
scction 587, and sub-sections (4) to (9) of section 18
shall apply asif the sum to be deducted were
sncome-lax payable under the head ** Salaries ™.

581. (1) The accounts of & recognised provident

Accounts of racognised Jund shall be maintained
provident funds. by the trustees of ithe Jund
and shall be in such form and for such periods, and
shall contain such particulars as the Ceniral Board
of Revenue may prescribe.

(2) The accounts shall be open to inspection at all
reasonable times by Incovie-taz authoritics, and the
trustecs shall furnish to the Income-taz Officer such
abstracts thercof as the Central Board of Revenue
may prescribe.

58J. (1) Where recognition is accorded to a

Treatment of balances pr?vx.dent fund with
in newly recognised pro- existing balances, an
vident funds. : account shall be made of
the fund up to the day before the day on which
the recognition takes effect, showing the balance
to the credit of each employee on such day,
and containing such further particulars as the
Central Board of Revenue may prescribe.

(2) The account shall also show in respect of the
balance to the credit of cach employce the amount
thercof which 1s to be transferred to that em ployee’s
nocount tn the recognised provident fund, and such
amount (Rercinafter called his transferred balance)
shall be shoten as the balance to his credit in the
recognised provident fund on the date on which the
recognition of the fund takes cffect. and sub-scclions
(3) and (4) shall apply thercto.

Any portion of the balance to the credit_ of -un
Jmployce in the existing fund which is not trans:
cerred to the recognised fund shall be excluded from
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the accounts of the recognised fund and shall be
liable to income-taz and: super-taz - sn ‘accordadnce
with the- provisions of this Act. other than-.this:
. Chaptcr. - e
" (3) Subject to such rules as the Central Board
of Revenue may make in this behalf, the Income-
taz Officer shall make a calculation of the aggre-
gate of all sums comprised in a transferred balance
which would have been liable to income-taz if this
Chapter had been in force from the date of the
_ inastitution of the fund, without regard to any taz
which may have been paid on any such sum, and

_ auch aggregate (if any) shall be deemed to be sncome
received by the employee in the year in which the
recognition of the fund takes effect, and shall be
included in the employee’s total income for that
year ; and, for the purposes of assessment, the re-
mainder of the transferred balance shall be dis-
regarded, but no other exemption or rclief, by way
of refund or otherwise, shall be granted in respect
of any sum comprised in such transferred balance :

Provided that, in cases of serious accounting .
difficulty, the Commissioner shall hive power, s.b-
ject to the said rules, to makz a summary calcula-
tion of such aggregate.

(4) Notwithstanding anything contained in con-
dition (k) of sub-scction (I) of section 58C, an
employee, in order to enable him to_pay the amount of
taz assessed on his lotal incom: as determined under
sub-section (3), shall be entitled to withdraw from
the balance to his credit in the recognised provi-
dent fund a sum not exceeding the difference betiveen
such amount and the amount to which he would
have been assessed if the transferred balance had not
been included in his total sncome.

(5) Nothing in this section shall affect the rights
of the persons administering an unrecognised
provident fund of dealing with it, or with the
balance to the credit of any individual employee,
before recognition is accorded, in any manner
which may be lawful.

58K. (I) Where an employer who maintains a

Treatment of fund Pprovident fund (whether
transferred by employer recognised or not) for the
to trustee. benefit of his employees
and has not transferred the fund or any portion .
of it, transfers such fund or portion to * trustees in
trust for the employees participating in the fund,
the amount so transferred shall be deemed to
be of the nature of capital expenditure.

(2) When an employeo participating in such
fund is paid the accumulated balance due to him
therefrom, any portion of such balance as repre-
gents his share in the amount so transferred to the
trustee (without addition of interest, and ex-
clusive of the employee’s contributions and
interest thereon) shall bo deemed to be an
expenditure by the employer within the meaning
of clause (iz) of sub-section (2) of section 10,
incurred in the ycar in which the accumulated
balance due to the employee is paid.

5SL. (1) All rules made under this Chapter
shall be subject to the
provisions of sub-sections
(4) and (5) of section 59.

Provisions rclating to
yules.
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. (2).In addition to any power conferred by this.
Chapter, the Governor General in Council may
make rules—

(a) prescribing the statements and other in-
formation to be submitted with an
application for recognition ; '

(b) limiting the contributions to a
provident fund by employees of a

®*  company who are sharcholders
in the company ;

(c) providing for the assessment by way of
penalty of any consideration received by
an employee for an assignment of, or crea-
tion of a charge upon, his beneficial in-
terest in a recognised provident fund ;

(d) determining the extent to and the
manner in which exemption from pay-
ment of income-tax and super-tax may be
granted in respect of contributions and
interest credited to the individual ac-
counts of employees in a provident fund
from which recognition has been with-
drawn ; and

(¢) generally, to carry out the purposes of this
Chapter and to secure such further con-
trol over the recognition of provident
funds and the administration of
recognised provident funds as he may
deem requisite.

58M. This Chapter shall not apply to any provi-
Application of this Chap- dent fund  to which the
ter. Provident Funds Act,
1925, applies. ” XIX of 1925.
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