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LEGISLATIVE ASSEMBLY

REPORT OF THE SELECT COMMITTEE ON THE INCOME-TAX AND
EXCESS PROFITS TAX (AMENDMENT) BILL, 1947

We, the undersigned, me.mbers of the Select Committee to which the
Bill further to amend the Indian Income-tax Act, 1922, and the Excess Profits
Tax Aot, 1940, was referred, have considered the Bill and have now the

a:monr to submit this our Report, with the Bill as amended by us annexed
ereto. ‘

Clause 2.—QOur amendment is purely formal, it being well established
that the expression ‘‘ property *’ includes actionable claims.

Clause 6.—Our first amendment limits liability to profits and gains ariging
from transactions taking place later than the end of March 1946. We algo
oonsider that the figure of Rs. 5,000 is too low as the limit below which capital
gains will not be taxed and have increased this figure to Rs. 15,000. And
we propose to exempt from liability to the tax capital gains arising from—

(a) the sale of house property which has been in the assessee’s pcsees-
sion for not less than seven years ;

(b) compensation awarded for the compulsory acquisition of property

for public purposes ; 4

(c) transfers by a principal company to a 1009, subsidiary.

On the other hand, we insert a provision aimed at the prevention of evasion

by transfers to connected persons. Finally we propose an additional sub-

section to the new section 12-B for the purpose of affording some relief in

cases where the transactions are for tle purpose of replacement of assets
enmployed in the bnsiness or are by reason of a change of residence.

Clause 8.—We feel that the ¢ ncession in favour of assessees other the n
com panies which the original clause provides does not go far enough, and
that the income derived from capital gains should not in such cases be lumped
with other income and assessed with it. W propcs (] erefore t:: in these
cages, t] e amount arres-ed at tlie ncrmal rates should be the total in ome
reduced by the am: unt of capital gains, and that these capital gains should
be assessed separatcly. We intioduc a scale ay)licalle to captal gains,
beginning with & rate of one anna in the rupee on the whole capital gains
where thev do not exceed Rs. 50,000, and rising by one anna stages up to
a rate of 5 annas in the rupee on the whole amount of the capital gains where
that amount exceeds ten lakhs of rupees. Provision for marginal relief is
included. The capital gains of a company will be exempted=# from ccmpany
s. per-tax, but pot from additional super-tax if it distributes dividends above
the presoribed {mit. o

Clause 10.—We raise the maximum limit of the carry forward of capital
losses to Rs. 15,000 consequentially upon our raising of the tax-free limit
for capital gains.

("ause 13.—We propose to limit thc power to ireat as the agent of a
person residing out of Briti: b India a person wlo acquires capi al. acted, fiom
such person to the cases of transactions occurring after the introduction of
this Bill.

T .
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Clause 18.—The’purposs of this clauss is to enable assessmants in case s
whera thy berixd ¥ five years has already expu'ed and to avoid doubts as

to whathet the am3aim> t mads in tha Bill is su‘ﬂment for this purpose,
wo propose to gwe It retrospec' ve effact.

22 The Bill was published in the official Gu.zetbe on ths <th M1rob, 1947

3. We‘thmk that the Bill has not been s0 altered as to require re-')uhhca-
t m, and ‘we recommend Jthat it be passed as now amended.

JOGENDRA 'NAT 1 MANDAL.
LIAQUAT ALI KHAN.

P. J. GRIFFITHS.
GROFFREY W. TYSON.
MOHAMMAD YAMIN KHAN,
K. NAZIMUDDIN.
MUHAMMAD NAUMAN.

H. A. 8. H. ISHAQ SETH.
*K. C. NEOGY.

*MANU SUBEDAR.

*D. CHAMAN LALL.
*VADILAL LALLUBHAL
*MOHAN LAL SAKSENA.

*N. G. RANGA.
*SATYA NARAYAN SINHA.
*M. R. MASANI.

N. M. JOSHI.

SHAVAX A. LAL.

JOHN SHEEHY.

C. W. AYERS,

Nzsw DxmvLuI;
Th> 19th March, 1947.

*Bubject to & minute or minutes of Dissent.
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L ', MINUTES OF DISSENT

A P
BRI i 1 |

This Bill seeks to include capital gains within the definition of income
ander the Indian Income-Tax Act, 1922, and Excess Profits Tax Aoct, 1940,
-and thus marks a fundamental departure from the Income-tax policy followed
by the Government so far. The Indian Law which is substantially based
upon the principles of the British Income-tax law, has deliberately excluded
-casual gains from the category of inocome. The idea underlying this Bill
has been borrowed from the United States of Amerioa where any realised
aocoretion to ocapital is treated as income. There is, however, a real difference
in the American and the British conceptions of such receipts. Indeed, the

psyochological approach to the entire problem is different in these two
countries.

Aoccording to the British view such an impost would be in the nature of
a levy on oapital and not a tax onincome. In 1920 the British Royal Com-
mission jon the Income tax reported in favour of extending the scope of ‘the
British {faw to include as subjeots of taxation certain casual profits. The
Commission ,did not recommend the adoption of the all inclusive American
schemd, but suggested thit there should be subjected to income-tax those
oasual profits made in transaotions recognizable as business transaotions,
i.e., those in which the subjeot-matter was aoquired with a view to its dis
position at a profit. Eveun this cautious recommendation was not adopted
in Great Britain. It has to be stated, however, that as an interpretation of
the income-tax law in Britain—as well as in India—profits from a sale or

re-sale lof assets would be assessable to income-tax if the transaction can be
regarded as an incident of a trade or business.

| %In his Budget speech, the Finance Member referred to the large ocapital
gains that{ have been made in recent years and are still being made “ owing
to,prevailing jconditions ’,and described these gainsas‘‘ unearned increment’’,
for taxing whioh there was a stronger justification than for taxing ordinary
income. The Hon’ble Member referred to what he described as a lacuna
wiich this measure was intended to remove. As observed above, the present
state, of law which excluded casual gains from the purview of income-tax is
the result of a deliberate policy. Among the prevailing conditions referred
to by him, .inflation is the principal one, and it is hardly fair to ignore this
factor that]oontributes towards the high prices of capital assets. If, however,
it were intended merely for the purpose of taxing speculative gains during the
prevalance jof abnormal circumstances, the Bill should have been a

short term measure. But the proposed law would be a permanent supple-
ment to the Income-Tax Act.

‘| /Though' tho "Bill is based upon American precedent, we are afraid that
the) authorities have not made a full study of the circumstances thstg justify
its ‘operation in Amerioa, or of the history of its administration. No informa~
tion on these points hasbeen made available to us beyond the text of the law
on the]subject. From what we have been able to gather, however, Amerioan
experienoce | in jthis matter, and the periodical changes in the relevant law effeot-
ed there, should have a bearing on the consideration of the present proposal,
Likewise, ythe British view should be given adequate importanoce. In the
.absence O}Icmuoh-needed information on these points, we f:eel very mupl; handi-
capped in the consideration of the Bill whioh bristles with complexities.
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In the caee of an asset dating from before the lst January, 1959, i,
valuation as on that date may be adopted for purposes of calculating the gam.
realised ty a subsequent sale. The Income-tax Officer has been entiusted:
with the authority of making thie valuation, but it is not known what factors.
are expected to be considered in determining the market value as on the-
said date, nor is it obvious as to why this particular date has tcen accpted
for this purpose. As regards the factors that may be said to detexmine

the value of an asset on any given date, the following are amcng those that
are taken into account in America :—

{(a) Sales or actual deali ngs in similar property.
(5) Appraisals and opinions of experts.
(¢) Retrospective appraisals.

(d) Cost of reproduction.]

(¢) Capitalisation of income.§

(f) Prorating the increase in value on a time Lasis.
(g) Book value. |

It will be observed that the element of inflation would indizectly Le sct off,
if the above tests were applied to a valuation. The detern ination of the
value of property in America follows an elaborate procedure intendcd to en-
sure a fair deal for the assessee. Simplicity, on the other bard, has Leen
olaimed as a merit of the present taxation proposals, but we are afiaid that

for the sake of such simplicity, many of the safeguards and limitations rccog-
nised in U. 8. A. have been overlooked..

We have to point out that the very vast difference in economic conditions
and wealth acoretion between U.S.A. and India have been ignored in framing
this measure. The rapidity with which capital assets change hands in U.R.A.,
is very much greater than even that which exists in European” countries and
the United Kingdom, and the caution and circumspection, which sl ould have
been employed in drawing a parallel from U.S.A. from this point of view
do not appear to have been bestowed by government on this meature.

The above considerations assume some importance in vicw of the fact
that an Estate Duty Bill has been introduced in the Assembly, under which
capital assets of all kinds belonging to an individual will come under a levy
when they pass from an individual to his heirs. The clarification of Govern-
ment’s policy on the matter of the Estate Duty should precede the final
adoption of this measure if and when the House decides to take it up.

One of the guiding principles of the U.S.A. Jaw is to distinguish Letween
short-term gains and long-term ga:ins for purpores of assesement, the prerent
line of demarcation being a period of six months. Although in the original
Bill, this principle was conceded, the Bill as amended in the Select Committee
hasremoved this distinotion. Weare advised thatin the U.8.A.in the case of
long-term gainsthey may be reduced to 50 per cent. of their amount in assessing
income-tax, or, at the option of the asseseee they may be taxed separately ata
maximum rate of 25 per cent. The incidence of taxation prorosed in this
Bill is certainly higherinthemeximumscale. Weare further informed that
intheU.S.A. in 1938, “ property, used in the trade or business of a character
which is subject to allowance for depreciation ”” was excluded from the
definition of capital assets ;and that in 1942 and 1943 changes made in the law

had the effect of excluding the sale of real estate if it had been held for not less:
than six months.



This m2asure may well have the effeot of placing restrictions on business
and fresexchange of capital whioch may become less liquid. The amount of
tax estimated by Government as likely to be realised in the Budget year
under the amended provisions of the Bill isabout Rupees 2 crores. Thisinour
view is a ‘gross under-estimate. Taking into consideration transactions
widely known, the yield will be considerably higher.

We are convinoed that an expert enquiry should be made into all those
complex problems and their implications on the structure of business and
sooiety iin this country should fully be examined. In any event, such a
measure which is foreign to the Indian tax struoture, should not be
rushed through in its present form.

We regret our suggestion for an expert enquiry was summarily turned
down. Because we are second to none in our antiety to tax capital gains result-
ing from speculation activities, we further suggested that pending the enquiry
the soope of the Bill should be restricted to easily ascertainable specific assets
which lend themselves, more than others, to speoulative gains in the period
imm>diately after thecloseof thewar. Theseare—

(1) Business conocerns as a whole ;
(2) Stooks, Shares, Seourities and Bullion.

We shall urge that this should be the course adopted by the House. With
rogard to other forms of assets, such as residential property,jewellery and
other personal effeots, we suggest that no action may be taken pending the
enquiry recommended by us and that Government should submit their
proposalsto the House after fully considering the results of such enquiry.

MANU SUBEDAR

MOHAN LAL SAKSENA
M. R. MASANI

K. C.,NEOGY

VADILAL LALLUBHAI

N. G. RANGA

SATYA NARAYAN SINHA
D. CHAMAN LALL

Naw Dxvra1 ;
‘The 19th March 1947 .
o
(hain acoraing from the sale of capital assets in native states or
foreiza oountries by a resident of British India should be exempted

fron tha scope of this Bill provided the amount so realised from
ths sale of such capital assets is not brought into British India.

VADILAL LALLUBHAIL

New DaLnt ;
The 19th March 1947.
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' (BILL 48 AMENDED BY THE SELECT, COMMITTEE)

]
(Words underlined or sidelined indicate the amendments sug-
gested by the Commilice ; asterish s indicate omissions.)

A Bill further to amend the Indian Income-tax Act, 1922, and
the Excess Profits Tax Act, 1940.

WHEREAS it is expedient further to amend’ the Indian %%":‘ll’o”f&
Income-tax Act, 1922, and the Excess Profits Tax
Act, 1040, for the purposes hereinafter appearing ;

It is hereby enacted as follows :—

CHAPTER 1
Preliminary
1. (1) This Act may be called the Income-tax and Excess BShort title aand
Frofits Tax (Amerdment) Act, 1947, commensement,

_ (2) It sball come into force on such dafe as the Central
Covernment may, by netification in the offcial Gazette,
appoint. N

e e v e e

CHAPTER I1

Amendments of Act X1 of 1922

2. In section 2 of the Indian Income-tax Act, 1922 (here- Amendment

ndme
after in this Chapter referred to as the said Aot),— xf .,:"i“i" 3

(a) olause (£4) shall be renumbered as oclause (£B), and 1922
after olause (4) the following clause shall be inserted,
namely :—

‘(44) * oapital asset’’ means property of any kind

( other than agricultural land ) * * * * * =
held by an assessee, whether or not oconneoted
with his business, profession or voocation,
but does not include any stook-in-trade, consumable
stores or raw materials held for the purposes of his
business, profession or vooation ;’

(b) for the Explanation to clause (64) the following shall be
substituted, namely :—

‘Provided further that the expression ‘‘acoumulated profits”’,
wherever it ocours in this clause, shall not include
capital gains of any previous year prior to the pre-
vious year for the assessment for the year ending
on the 31st day of March 1948 ;’

(c) in clause (6C), after the word and figures ‘‘section 10”,
the words, figures and letter ‘‘and any capital gein charge-
able according to the provisions of section 12B” shall be
inserted ; »

(d) in clause (15), for the words *‘does not apply:; and
the words “‘does not apply and exoept any capital gain which is
not includible in the total income of an assessee ; ** shall be
substituted.




) ¢
8. Insub-section (3) of section 4 of the said Aot,—
(a) to clause (iv) the words ‘“‘and any capital guim of the

Fund arising from the sale, exchange or transfer of such secu-
rities ** shall be added ;

(b) in ‘clause (vit), after the words ‘‘ Any reoeipts >’ the
words, figures and letter ‘‘ not being capital gains chargeable
according to the provisions of seotion 12B and '’ shall be
inserted.

4. To clause (c) of seotion 4A of the said Act, the words
dacoount not being taken in either case of income chargeable
under the head ‘“‘Capital gain’*’ shall be added-

5. To section 8 of the said Act the following olause shall
be added, namely :—
‘ (ve) Capital gains .

8. After section 12A of the said Act the following section
shall beinserted, namely :—

‘12B. (1) The tax shall be payable by an assessee under the
head “Capital gains’’ in respect of any pro-

Capitel gain3. fits or gains arising from the sale, exechange
or transfer of a capital asset effected after the

31st day of March 1946; and such profits and gains shall be
deemed to be income of the previous year in which the sale
exchange or transfer took plaoce : ’

Provided that where the amount of capital gains in the pre -
vious year does not exoceed fifteen thousand rupees, the tax

shall not be payable by the assessee and such amount shall
not be included in his total income :

Provided farther that the tax shall not be payable by an
Fsosaea in raspaot of any profits or gains arising from the sale,

xchange or transfer of a oapital asset, being property the
incom> of which is chargeable under section 9 and which has
bien possassed by the assessee for not less than seven years

efora tha date on which the sale, exohange or transfer took

lace ; and the amount of such profits or gains shall not be
Jncluded in his total income :

Provided further that any transfer of capital assets by
reason of the conpalsory aoquisition tharaot under any
law for the time being in torce relating to the compulsory ac.
quisition of property for publio purposes 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 liquidation of & company, or
under a deed of gift, bequest, will or transfer on irrevocable
trustshall not, for the purposes of this' section, be treated as
sale, exchange or transfer of the capital assets.

Provided further that the transfer of a capital asset by
company to a subsidiary company, the whole of the share-
pital of which is held by the parent company or by the nom.

ees tharaof, shall not be traated as a sale, exchange or




transfer within the meaning of this section where the subsi
diary compauy is resident in British India and is registe

unierthe Iadian Co mpanies Aot, 1913, so however tha
for th> puarposes of clause (vi)orclause (vis)of sub-sectio
(2) of sestion 10, the cost or the written down value, as th:
-oasemay be, of the transferred capital asset shall be taken

bs the sam? a3 it would have been if the parent compan
had continued to hold the capital asset for the purposes of
it8 business.

(¢) The amount of a capital gain shall be computed _ after
making the following deductions from the full value of the
consideration for which the sale, exchange or transfer of the
capital asset is made, namely :—

(¥) expenditure incurred solely in connection with such

__ sale, exchange or transfer ;

(#) the actual cost to the assessee of the capital asset,
including any expenditure of a capital nature in-
curred and borne by him in making any additions
or alterations thereto, but excluding any expendi-
ture in respect of which any allowance is admissible
under any provision of sections 8, 9, 10 and 12:

Provided that where a person who acquires a capital asse

from the assessve, whether by sale, exchange or transfer, i
a person with whom the assessee is directly or indirectly con
nected, and the Income-tax Officer has reason to believe tha
the sale, exchange or transfer was effeoted with the objec
.of avoidanoe or reduction of the liability of the assessee
this section, the full value of the consideration for which t.
sale, exchange or transfer is made shall, with the prior approw:
of the Inspecting Assistant Commissioner of Income-tax,
taken to be the fair market value of the capital asset on th
date on which the sale, exchange or transfer took place :

Provided further that where the capital asset is an asset in

respeot of which the assessee has obtained depreciation allow-
ance in any. year, the actual cost of the asset to the assessee
shall be its written down value, as defined in section 10, in-
creased or diminished, as the case may be, by any adjust-
ment made under clause (vif) of sub-section (2) of that seo-
tion :

Provided further that where the capital asset became the
property of the assessee before the lst 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, substi-
tute for the actual cost such fair market value which shall
be deemed to be the actual cost to him of the asset, and which
shall be reduced by the amount of depreciation, if any, al-
lowed to the assessee after 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:

Provided further that where the capital asset was on any
previous oocasion]the subject of negotiations for its sale, ex-
change or transfer, any option or other money received and

VII of 1013
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retained by the assessee in respect of such negotiations shall
be deducted in computing the actual cost to him of such
asset.
TR ———r

(3) Where any capital asset became the property of the
sssessee under any of the circumstances referred to in the
second proviso to sub-section (I), its actual cost allowable
to him for the purposes of this section shall be its actual cost
to the previous owner thereof, and the provisions of sub-
section (2) shall apply accordingly ; and where the actual
cost to the previous owner cannot be ascertained, the fair
market value at the date on which the capital asset became

the property of the previous owner shall be}deemed to bejthe
actual cost thereof. [, ] g |

(4) Notwithstanding anything contained in sub-section

1), where a capital gain arises from the sale, exchange or trans-
er of a capital asset which immediately before the date on
hich the sale, exchange or transfer took place was being used
y the assessee for the purposes of his business, profession or
ocation, or which in the two years immediately preceding
that date was being used by him or a parent of his mainly for
he purposes of his own or the parent’s own residence, and the
essee has within a period of one year before or after that
te purchased a new capital asset for the same purposes of
is business, profession or vocation or, es the case may be, for
e purposes of his own residence, then instead of the capital
ain being charged to tax as income of the previous year in
hich the sale, exchunge or transfer took place, it shall, if the
ee 80 elects in writing before the assessment is madp be

1t with in accordance with the following provisions of this
ub-section, that is to say,—

(a) if the amount of the capital gain is greater than the
cost of the new asset,—

(¢) the difference between the an cunt of the cayital
gain and the cost of the new ascet sball Le
charged under this section as inccme of tle
previous year, and

{14) for the purposes of computing in respect of the
new asset any allowance under clauee (vi) or
clause (vis) of sub-section (2)of tecticn 1Cor
the amount of any capital gain ariging ficm its
sale, exchange{or transfer, the cost cr the written
down value, a8 the case may be, shall be nil, or

N ]
(b) if the amount of the capital gainisequaltoorless than
the cost of the new asset,—

(5) the capital gain shall not be charged under this
section, and

(#) for the purposes of computing 1in le&}tf‘: of:-l‘;e
new asset any allowance urder the eeic clauce
(vi) or any allowanceor adjustimert iy carile

said clause (vis)orthe amovnt of ary cepital
gainarising frcmits eale, erckerge articrefer,
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the cost or the written down value, as the case
may be, shall be reduced by the amount of
the capital gain : -

Provided that where in respect of the purchase of a new
capital asset consisting of plant or machinery the assessee
satisfies the Income-tax Officer that despite the exercise of due
diligence it has not heen possible to make the purchase with-
in the period shecified in this sub-section, the Income-
tax Officer may, with the prior approval of the Ins-
pecting Assistant Commissioner of Income-tax, extend the
said period to such date as he considers reasonable.

7. In clause (¢) of sub-section (2) of section 14 of the said A;nmdjmmb
Aot, after the words * are assessable under " the words, figures § 2°01o0 ;:'22.

and letter ‘‘ section 12B or ” shall be inserted.
8. To seotion17 of the said Act the following sub-sections :fmnqnunt
shall be added, namely :— ) Ao:“ ;I‘in ]Zf
‘(6) Where the total income of an assessee, not being a| 1922
company, inocludes any income chargeable under the head
‘ Capital gains ’, the tax, including super-tax, payable by
him on his total income shall be—

(#) income-tax and super-tax payable on his total
income as reduced by the amount of such inclu-
sion, had such reduced income been his total
income, plus

(¢¢) income-tax on the whole amount of such inclu-
sion at the following rates, namely :—

where such amount— " Rate. | |
exceeds Rs. 16,000 but does not
exceed Rs. 50,000 ........ +...One anna in the rupee, |
exceeds Rs. 50,000 but does not
exceed Rs. 2,00,000 ........... Two annas in the rupee,
exceeds Rs. 2,00,000 but does not '
exceed Rs. 5,00,000 ........... Three annas in the rupee, |
exceeds Rs. §,00,000 but does not i
exceed Rs. 10,00,000 . ......... Four annas in the rupee,
exoeeds Rs. 10,00,000 ........... Five annas in the rupee :

Provided that where owing to the fact that the amount of|
suoch inclusion has exceeded a certain limit, income-tax thereon
ispayable oris payable at a higher rate, the amount of income-{
tax so payable shall be reduced so as not to exceed— '

(a) the amount which would have been payabl?if
the amount of such inclusion had not exceeded that limit,|
plus | |

(b) one-half of the amount by which the amount of]|
such inclusion exceeds that limit. :

(7) Where the total income of a company includes any|
income ohargeable under the head ‘‘ Capital gains *’, the super-
tax payable by the company in any year shall be reduced b,
an amount computed on that part of its total income whi
consists of such inclusion at the rate of super-tax (excluding
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the rate of additional super-tax, if any) specified in the case
of a company by the annual Aot of the Central Legislature
fixing the rate or rates of tax for that year.’

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

‘(12) Any income ochargeable under the head “Capital
gains ”’ shall not be taken into account for any of the pur-
poses of this section.’

10. In section 24 of the said Act, affer sub-section (2) the
following sub-sections shall be inserted, namely :—

‘(24) Notwithstanding anything contained in sub-section
(7), where the loss sustained is a loss falling under the head
“Capital gains ”, such loss shall not be set off except against
any profits and gains falling under that head.

(2B) Where an assessee sustains a loss such as is referred
to in sub-section (24) and the loss cannot be wholly set off
in acoordance with the provisions of that sub-section, the
portion not so set off shall be carried forward to the following
year and set off against ocapital gains for that year, and'if it
cannot be so set off, the amount thereof not so set off shall
be carried forward to the following year and so on, so however
that no such loss shall be 85 carried forward for more than six
years : ‘ .

Provided that where the loss sustained in any previous
year does not exceed fifteen thous and rupees, it shall not

be oarried forward.’

11. To section 38 of the said Aot the following clause
shall be added, namely :—

““(4) require any dealer, broker or agent or any person
oonocerned in the management of a stock or commodity Exn-
ohange to furnish a statement of the names and addreeses
of all persons to whom he or the Exchange has paid any sum
in connection with the sale, exchange or transfer of a capital
asset, or on whose behalf or from whom he or the Exchange has
received any such sum, together with particulars of all such
payments and receipts. ”’

12. In section 42 of the said Act,—

(a) for the marginal heading the following shall be sube
stituted, namely :—
‘*“ Income deemed to accrue or arise within British
India ” ;
.(b) in sub-section (1), after the words “in cash or in
kind, ”’ the words ‘‘or through or from the sale,

exoha,nge or transfer of a capital asset in British
India,”” shall be inserted.

18. To aeotlon 438 of the said Aot the following E’zplmm-
tion shall be added, namely :(—

‘“ Explanation—A person, whether residing in or out of
British India, who acquires, after the 28th day of February
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whether by sale, exchange or transfer, a capital asset in

ish India from & person residing out of British Indis shall,

for the purposes of oharging to tax the capital gain ariging from

such sale, exchange or transfer, be deemed to have a business

connection, within the meaning of this section, with such person
residing out of British India.”

14. In clause (d) of sub-section (I) of section 58C of the Amendment
said Act, after the words ‘‘ securities purchased therewith, * :‘w'ﬁ“;"n‘-
the words “and of any capital gains arising from the sale, of 1922,
exchange or transfer of capital assets of the fund, ” shall be

inserted.

15. In section 58R of the said Act, after the words “de-‘:;‘"“’m‘ &
posits of an approved surerannuation fund *’ the words ‘‘ and sgR, Act X1
any capital gains arising from the sale, exchange or of1023.
transfer of capital assets of such fund ’ shall be inserted.

"CHAPTER III

Amendments of Act XV of 1940.

16. In section 15 of the Excess Profits Tax Act )(here- Amendment
after in this Chapter referred to as the said Act), th( words Aet XV of
“within five years of the end of the chargeable accounting 1940.
‘period in question’” shall be omitted, and shall be deemed

always to have been omitted.

17. After section 26 of the said Act the following section Lm::u%fn
shall be inserted, namely :— ?:6\?.}',' 91::;

“28A. (1) If on an application made to it through the Ex-
Furtherpowers €88 Profits Tax Officer, the Central Board of
of Central Beard Revenue is satisfied that a perscn who in a
Ofant]?:::t];‘i’: ,? chargeable accounting pericd ending on the
et 31st day of March 19486, carried on a business
the profits of which for any chargeable

accounting period are charged with excess profits tax,—

(¢) incurred during'the pericd ccmmencing on the 1st day of
April 1946 and ending on the 81st day of December 1947, in
connection with that business,— .

(a) expenditure on the removal of works constructed for
protection against enemy attack ;

(b) where under the orders of a competent authority the
business was wholly or partly removed during the
war, expenditure on again removing the business
or part thereof;

(c) where any physical assets held for the purposes of the
business were altered to adapt them to war conditions,
expenditure on re-adapting them to normal require-
ments ;

(d) expenditure in consequence of the termination of any
contract for the supply of goods, materials or
services, or the lease of buildings or machinery to him,
where that contract is terminated by reason of the
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termination of a contract for the provision by him of
goods, materials or services for the purposes of the

war ; or

(¢8) incurred during the period commencing on the lst
«day of April 1946 and ending on the 31st day of December 1947,
-a loss on the sale of trading stock held on the 31st day of March

1946 for the purposes of the business ; or

(¢44) incurred in any accounting period ending on or before
the 31st day of March 1948 in conaection with that business any
exponditure referred to in the sub-clauses .of clause ({) which,
oxcept uander the provisions of this sub-section, is not
allowable, either wholly or partly, in computing the profits of
-such accounting period :— -

the Cantral Board of Rovenue may direot that such allow-
ance a3 it thinks just shall bs made in computing the profits of
the business during the chargeable accounting period ending
on the 31st day of March 1946, and effect shall be given to
such direction by repayment or otherwise, as the case may
‘require :

. T

~ Provided that in giving any sach direction, the Central
Board of Revenue may impois su~h ¢onditions s it congiders
appropriate ]

Provided further that where the applicant satisfies the Cen-
tral Board of Revenue that it was not possible to complete
.any work referred to in sub-olauses (@), (b) and (c) of clause (¢)
within the period spscified in that clause, the Central Board of
Revenue may extiné;h!e said period t: such dats as it consi-
-ders reasonable : ; b

‘Jﬁrovided further that, where any change has taken place in
the persons carrying on the business, the persons carrying it on
after the change shall have the same right to make an applica-
tion under this sub-section in respect of any expenditure
referred to in sub-clause: (b) and (¢) of clause (i) as the
;persons previously carrying on the busineas would have had if
there had béen no such change.

(2) Where an acoounting period included, but did not end on,
the 31st day of March 1946, all expenditure referred to .in the
-sub-olauses of clause (i) of sub-section (I) which would, apart
from the provisions of this sub-section and rule 11 of Schedule
1, be allowable as a deduction in computing the profits of the
-gaid accounting period, shall be treated for the purposes of sub-
gection (1) as if it were inourred after that day, and if an
application is made under this section, no deduction from, or
-in computing, the profits of any acoounting period or charge-
able accounting period shall be allowed in respect of such
expenditure otherwise than under sub-seotion ().

b

' 3) {Wherea changs takes placain tha parsons ciéiying ona
‘business, or a parson carryinz on a businass, b2ing a body
-corporate, becomes or c2a3es to b> a subsidiary company or
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principal company within the meaning of sub-section (8) of
section 9, and where exocept for the happening of that event
relief would be allowable under this section, the Central Board
of Revenue may, if it thinks fit, allow such relief under this
section as it oonsiders just, having regard to the extent to
which the persons directly or indirectly interested in the

business or body corporate, as the case may be, before the
change remain interested therein after the change.”

18. To the first paragraph of rule 11 of Schedule I tothe
said Aot the following proviso shall be added, namely :—

‘‘ Provided that where any loss or expenditure incurred
during the period commencing on the 1st day of April 1946 and
ending on the 31st day of December 1947 isreasonably and
properly attributable, wholly or partly, to any chargeable
accounting period or standard period, such deduction as
appears to the Exoess Profits Tax Officer to be reasonable
shall be allowed in computing the profits of such chargeable
acoounting period or standara period; and any relief
accruing from such deduction shall be given by repayment or
otherwise, as the case may require.’

G11I'D— 83— 600 LAD—21-3-47—850
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