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LEGISLATIVE ASSEMBLY 

REPORT OF"TBE SELECT COMMI'l'TEE ON THE BUSINESS PROFITS 
TAX BILL, 1947. 

We, the undersigned, members ofthe Select Committee to which the Bill 
to impose a special tax on a certain c1ass()f inccme WaR referred, have consi. 
dered the Bill and have now the honour to BU bmit this our Repert with the 
Bill as amended by us annexed thereto. ' 

. A t the outset of our discussions se me of us proposed that the Bill should be 
recast on the lines ofthe Excess I)lotits 'lax Act, but Govelnment was tmab~ 
to accept this proposal. 

Olau8e 2 and Sckt.dule ~.-We censiC:u tht tlll: flat fi~Ule of one 1811.01 
rupees by way of abatement (:cnt8 ir:( d ill 11H~ P j]] is net suitable for all claallee 
of business ownership. and we accordingly introduc<, aS8ub-dause (1 ) ofclauae 2 
a definition of abatement, fixing diift'rir.g uituia Gt Illatunent in respect of 
companies, firms, Hindu undjvided families fwd Cti1tlS, t(~et}Jendth asecoDd 
schedule laying down the basis on 'rhich the (llpital of a company will be com· 
puted, where the abatEment is cxprcsHd 8S 1I J E'HH.tS€t' 01 ('.spital. 

The other changes in this clause are all consequential upon theeub8tan.tial 
alteration of the abatement figure mentioned above. 

OlauBe 4.~ recast, to include tlJelcin pl (vision exenlpting from the tax 
any bonus or subsidy from the Central Ccvnrment. 

Olause 7.-We add a proviso enabling the Central Board of Revenue to 
use its discretion to grant relief in certain cases, as has been done in practice 
in relation to excess profits tax. 

Olau8e B.-The amendxnents to 8ub-clause (1) are consequential UpOD the 
abatement provisions applicable to companies which we propo,se, and to 
Bub.dause (8) we add provision conferring a ri~ht of appeal on the principal 
company against orders of allocation undeI' this au b·cJause. 

OlauBe J3.-We think that some interest should be payable on taxation 
collected in excess under the provisionn 1 assessment and make an addition to 
this clause accordingly. 

OlauBu11, 14 and 16.-In these clauses we propose small changes in the 
periods mentioned. 

2. The Bill waeprinteciintheoffioiaJGazetteonSatnrday,March 8th 19.7. 
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• ~. We think that the Bill has not been so altered as to requt.re republica-
tion, and we reoommend that it be p&Sae~ as now amended . 

NIIW DBLHl; 
"M 190;, Jlarch, 1947. 

• TOGENDRA NATH MANDAL. 
LIAQUAT ALI KHAN. 
P. J. GRIFFITHS. 
GEOFFREY W. TYSON. 
MUHAMMAD YAMIN KHAN. 
K. ~AZlMUDDIN. 
MUHAMMAD NAUMAN. 
H. A. S. H. I. SETH. 

*K. C. NEOGY. 
*MANU SUBEDAR. 
*D. CHAMAN LAL. 
*v ADILAL LALLUBHAI. 
*MOHAN LAL SAKSENA. 
*N,. G. RANOA. 
*SATYA NARAYAN 'SINHA. -
*M. R. MASANI. 
N.M.JOSHI. 
SHAVAX A. LAL. 
J. SHEEHY. 
C. W.AYERS. 

*MANGAL SINGH. 

*Subjeot to a minute of dissellt. 
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MINUTES OF DISSENT 

I 
1. We regret we feel obliged to disagree with the recommendations of tho 

majority, which includes 4epa.rtmental offioials. 
2. This Bill was referred to Select Committee by the Assembly without 

debate in order to enable the possibilities of taxing surplus business profits . 
(made during the past year) in an equitable manner to be explored. Indeed, 
in the oourse of the general budget discussion several membe1'8 of the AaeeIObly 
had ,expre.'Jited the view that the propoeed Business Profits Tax was objection-
able by rea.son of its being a rough and ready measure of taxation, inequitable 
in itsinoidance, and that it was in manyrespeots a more unsatisfaotory measure 
than the EX0688 Profits Tax. When, therefore, the Finance Mem ber put before 
the Seleot Committee a statement (vide Annexure) showing that the yield of 
the E. P. T., even at the lower rat" of 331/3 per oent. would be substantially 
higher than the yield of the proposed Business Profits Tax and when a member 
of the Committee (not being one of the signatories to this minute) suggested 
that t~ present maasure be remodellod 80 as to bring it in line with the provi-
sions of the old E. P. 'r., we readily supported the idea and even agreed to an 
inoidence of 33 1/3 per oent, to dropping all reference to deficiencies and to 
IO!).king other essential adjustments. Three reagons weighed with us in M'riv-
ing at this view. The fi1'8t was that a revival of the E. P. T. for one year would 
-eliminate from the present proposal many of Ls defeots and that, sinoe the 
E. P. T. had been operated for several years and its form was known and 
understood both by the Department and the bulk of assessoos, who would be 
more re!).dily reconoiled to it,it would not have the same a.dve1'8e psychological 
-effeots as the present measure. The second reason was that the burden would 
fa.ll on the sho!llders of those who could bear it best. The third reason was that 
in this way the Government revenues would get a higher yield than what was 
expected by the Finance Member from the Business Profits Tax. These 
arguments, pressed by us in concert with members of other parties, so impressed 
the Finance Member that at one stage he offered to examine the proposal and 
to prepare an alterna.tive Bcheme based on the old E. P. T. with necessary modi-
fications. We were disappointed when later the Finance Member intimated 
that he had decided to drop the idea and wanted to proceed with the Business 
Profits Tax in its present form. We would like to record our regret that this 
.alternative, whi c h w'as at one stage acceptab 1 e to all sections of the Seleot 
Committee, was later found unacceptable by the Finanoe Member and that ita 
oOonsideration by the Select Committee wa.s at that stage ruled out of order by 
the Chair. 

3. So far as the present Bill is conoerned, we regret we cannot support it in 
the form in ~hic~ it emerg~s from the Sele~t 0>mmittee .. In order to mi~mise~, 
if not to obViate, Its deleteriOUS effeot on eX1stmg enterpnses and on the mvest'·' 
ment of capital in new indu.'1triea, which arc matters of vital concern at a time 
when increased production is India's prime need, we proposed amendments 
which, we regret, were not acoepted by the majority of the Committee. 

4. In clause 2 of the Bill, there are two important changes that we proposed 
.and would like to see effected,. Both are with regard to the definition of 
.. abatement" in sub-clause (I). Our first proposal is that, in place of 5 per 
eent. of capital in respeot of the larg~ bulk of companies and .6 ~r cent. in 
res ot of direotor-oontrolled compames 8uggested by the majorIty of our 
()olI:agues, we would like 7! per cent. to be substituted. We trust it will be 
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appreoiated that the sums involved in suoh abatement of 71 per cent., as well 
as the ba.1a.noe of the profits left after the ilJlposition of this tax over the limit of 
the abatement, would still be liable lUlder the present taxation propoaa.ls to the 
"IOrnGhat heavy rate of seven annas in the rupee before any amolUlt"s could 
t1ither be taken to reserve or paid out in dividends. The second change is in 
regard to the computation of oapital which is prescribed in Schedule 2 to this 
Bill. We regret we cannot agree to the terms of Schedule 2as proposed by the 
majority of our colleagues. We would, in its place, substitute the method of 
oomputation of capital employed laid down in Schedule 2 of the Excess Profitt 
Tax Act. We regret that, although on this proposal of ours the Committee 
was evenly divided, we were unsuccessful in getting the amendment accepted. 
We strongly urge that this very necessary change should be made in Schedule 2 
to this Bill which would not only make the calculation of capital sounder in 
principle and fairer to the assessee but also bring it in line with principJes which 
have been hitherto followed by Government themselves for several yeal'S. We 
cannot appreciate the policy whioh has prompted a departure from these sound 
principles. We apprehen d inter alia th a t if sue h a departure is made, the 
incidence of tax will. in the case of numerous private finns, have little relation 
to the turnover of the business or the profits Usually made, since borrowings 
form a very important element in the carrying on of business by private firms 
in this country, and if borrowings are altogether excluded from the oomputa-
tion of capita.1, the minimum of rupees one lakh would be the only exem~n 
applicable to such firms. . 

5. In clause 4 of the Bill, our proposa.1 was that the incidence of the tax 
should be 121 per cent. of the taxable profits in place of 25 per cent. In making 
this proposal we have been guided by the consideration that when a new form ' 
of taxation is established for the first time in our fiscal ~tory, sound policy 
dictates that its incidence should not be anything as seve:re as that proposed by 
the majority of our oolleagues. We would also urge that the effect of the new 
and uncert&in burden oftaxation on industry should .be estimated not with 
regard to this proposal alone but in the light of the cumulative effect of this 
tax along with other taxation measures, such as the Capital Gains Tax the 
increase in the Corporation Tax and the alteration in the inc;dence of the Super-
tax. Another proposal of ours in connection with this clause of the Bill is that. 
along with the businessoflife insurance, general insurance, banking, investment 
and public utility ooncerns should be totally exempt from Business Profits Tax 
under this Bill. Special co~deration might ~lso be given to the Indian ship-
ping industry, whose growth IS "10 strongly deslred by Indian public opinion. 

6. We drew attention to the omission from this Bill of a clause on the lines 
of Seotion 26 of the Excess Profits Tax Act which gave power to the Central 
Boa.rd of Revenue to give reliefifit was satisfied that, in the case of any parti-
oular business, special oircumstances existed which rendered it inequitable that 
the abatement should be oomputed. in accordance with the provisions of that 
measure. Such special circumstances, which might also arise in the operation 
of this Bill, would ~clude in partiCUlar cases where the ea.pita] employed in a 
business is disproportionately small in relation to the volume of the activities 
of the business and the risks involved,where heavy expenses have been incurred 
in oonnection with experimental or development work, or where the bu,iness it. 
of a. pioneer nature. We fa.il to understand how the addition of f¥t...-rL c.. "2JlrW 
enabling the grant ofl'eliefby the Central Board of Revenue at its discretioD 
oan possibly be objected to. 
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7. We know that the modifioations suggested by us in Cla.uses (2) and (4) 

of the Bill would reduce the yield of this tax, but in our opinion the yield origi-
nally estimated by the Fina.noe Member waS a gross underestimate. We would 
alBo point out that not only was the suggestion for a revival of theE. P. r. 
at 331/3 per cent. which would have yielded more than the sum desired by the 
Finance Member, turned down by him but that an offer made by one of us to 
suggest alternative measures by whioh suoh shortfall of revenue might;be made 
good was met with a marked disinclination on his part to oonsider such sugges-
tions. On. the issue of arreMS of collection of income-tax and super-tax, it 
was not denied that. there were heavy arrears. It was claimed that some of 
these arrearll were inoluded in the estimates. We feel, however, that additional 
arrears would accrue to Government Revenues in the current budgetary year 
if effioient and energetio oolleotion were effected. 

8. In oonclusion, we would like to record our opinion that, even in the 
modified form in which we are reoommending it, the proposed Business Profits 
Tax tends to conoeal the inoreased inoidenoe of taxation on investors and on 
busino:lses in this oountry and that in the oase of every business oonoern suoh 
inoidenoe would, at the lowest, be 7 annas in the rupee and might go up to 8, 9 
or 10 annM, or even more, dependant on its oapitalstruoture and profits. In 
no ca.se oa.n the~e be a.ny j ustifioa.tion for the operation of this tax being extend-
e I hoyond the period of one year for whioh this measure is devised. 

NEW DELHI; 
The 19th March· 1947. 

MOHAN LAL SAKSENA. 
K.C.NEOGY. 
SATYA NARAfN SINHA. zr.-. 
N. G. RANGA. 
M. R. MASANI. 
VADILAL LALLUBHAI. 
MANU SUBEDAR.. 
D. CHAMAN LALL. 
MANGAL SINGH. 
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ANNEXURE TO MINUTE OF DISSE1\ T 

8f4tement 8tlppUed l'l/ tAe Finance Departmer. t 

Tax pay.bIe if E. P. T. charged B. P. T •• , 
. 26 per ce~t. 

E. P. T. at lit ao per cent at'O per cent ftt 83, per cent on noen 
86 2/8 per oent with Standard of 8 per cent. on Proprietor', over Be. one 

actual capital lakh 

Re. Re. 
Lakbs Le.khs 

167 134 
O\) DO 

181 145 
181 102 

II 7 
61 41 
39 30 
301 
14 

if(~· 
(\.6 ", 

t 'i HI 15 
I' 591 511 

'it 
II 

Rs. 
Lakbs 
108 
72 

116 
1'12 

61 
33 
24 

... 
1 

12 
", 

41 

RII. 
Lakbs 

9() 
60 
9'1 
68 
4f 
2~ 
20 

'ili 
10 .. ' 
34 

Re. 
Laldl. 

67 
48 
7t 
67 

2~1 15 
12 

/} 

2~t 
t 

8 
7t 

28 
301-2, 

I am generally in agreement with the above joint minute of dissent. But 
tbe most important consideration that bas weighed with me in dissenting from 
the majority report is the refusal of the Honourablt- Finance Mem ber to re· 
instate the E. P. T. with 8uitable modifications favouring the Government 
itself in the place ofthis proposed B. P. T. although the E. P. T. is flhown by 
the figures supplied to U8 by the Central Board of Revenue, to be much more 
productive than the B . ..J? T. w}len the business con-munity which has to pay 
these taxes has itself preferred to accept. the E. P. T. totba proposed B. I'. T. 
and when the former can yield even more revenue, I consider the atti1 ude of the 
Finance Member to be wholly inexplicable and unjustifiable. 

Statesma.nship and administrative efficiency and facility w(ulds('(m to 
indicate that Government ought to agree to go back to E. P. T. instead offorc-
ing the B. P. T. which the busintls8 community so much dislikes. Hence my 
protest against this unreasona.ble attitude of the Government over this 
fundamental matter. Hence my unwillingness to go into the details ofthis 
B. P. T. Bill. . 

NEW DELHI; N. G. RANGA. 
The 19th March 1947. 



(As AMJllIiDl!lD BY TH.l!l'SBLl!lar COMMITTJ:E) 

(W~d, tMf,iJ;~rlia~d or 8i:lelin~{l itld;O/Jte. the amendment" ~ by the O~ 
fUter'8k. indicate omiss1ona.) 

A BiU to impose a 4ptCiaJ tD3: on a cef'tain. cla88 oj ifttOme 
WHERBAS it is expedient to impose a special tax on income 

arising from businees ; 
I t is hereby enacted as follows:-
1. (1) This Act may be oalled the Business Proftte Tax SborUitle, .... \ 

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, 
appoint. 

,...." 

2. In this Act, unless there ii anything repugnant in thet aterpMatioa. 
subject or context,- . """""'-1 

{I) "abatement. " means, in respect of any chargeabl) 
accofrnnng period, a sum which bears to a sum equal to-- I 

(a) in the case of a company, not being a com-
pany deemed fo r the purposes of section 9 to be " 
firm, six por oent. or five per cent. of the capital of the 
company on the first day of the said period oomputed· 
in accordanoe with Sohedule II, according as the 
directors of the company respectively hav' , m' ha:ve 
not control of the oompany, or one lakh of ,'lIP!)"", 
whichever is greater, or 

(b) in the case of a finn having-
(i) not more than two working partners, 

. one Jakh of rupees, or 
(ii) threo, working partners, ono 8lld 

a half la.khs of rupees, or 
(iii) four. or more working partners, two 

lakhs of rupees, or 
(c) in the case of a Hindu undivided family&), 

two lakhs of rupees, or.. / 
(d) in any othercaae; one lakh 0 f rupees, '-7 

the same proportion as the Raid period bears ~ period of 
one year ; ~ rr;.o. 

(2) "accounting period" in relation to any business meane 
a.ny period which is or has b· E'n determined as 1 he previou ~ 
year for that business for the purposes of the Indian Income- gI or lUI. 
tax Act, 1922; 

(3) II business" includes any kade, commerce or manu-
factUre. or a.ny adventure in the nature of tra.d~ commerce 
or manufacture, or any profession or vocation the profits 
of whioh are chargeable according to the provision!! of section 
10 of the Indian Income-tax Act, 1922: 
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8 
Provided that where the funotions of a company or of 

a sooiety incorporated by or under any enaotment consist 
wholly or mainly in the holding of investments or other pro-
perty, the.)IOJding of the investments or property shall be 
deemed for the purpose of this definition to be a businese 
carried on by such company or society; 

Provided further tha.t a.ll businesses to whioh this Aot 
a.pplies carried on by the same person shall be treated as one 
bUSin686 for the purposes of this Aot; 

(4) "chargeable accounting '" period" means-
(a) any accounting period falling wholly within the term 

beginning on the first day of April, 194:6, and ending on the 
thirty-first day of March, 1947; 

(6) where any accounting period falls partly within and 
plUtly -.ithout the said term, such part of that accounting 
l>6riod as falls within the said term; . is" II ~ means a oompany as defined in the 
India.~6ompa.nles 'lot, 1913. or formed in pursuance of a.n 
Act of Parliament or of Royal Charter or Letft!lrs' Patent, or 
of an Aet of the Legislature of a Briti~h possession or of a law 
of an Indian State. and inoludAS any foreign 8.88Ociation, 
whether inoorporated or not, whioh the Central Board of 
Revenue may, by general or apeoial order, deolare to be a 
company for the purpOBeS of this Aot . 

(6) "('ootral of a company' means control direct or 
indirect of more than on3-ha.Lf of the voting power a.ttached 
to the tota.l issued pa.id-up sha.re capital- of the company, 
or control v6StOO by its Memorandum and Artioles of 
Association otherwise than by reference to such voting poWer : 

Provided that the voting power 801 ta.ched to sha.res held 
by a nominee or trustee for any person shan be deemed for 
the purpose of this definition to be held by tha.t person; 

(7) "defieienoy of profits" means -
(i) where profits ha.ve been made in any ohargeable ac-

counting period, the amount by which such profits 
fall short of the a.batement in JeRpect of that period; 

(ii) whore a. 10s8 hal been made in any chargea.ble ar-
('ounting period, the amount of the 1088 added to 
the n.batement in espec: of thl t period; 

(8) "direotor" inoludes a.ny person occupying the posi· 
tion of a director by whatever name oalled and also includes 
any person who-

(i) is a manager of the oompany 01' concerned in tha 
management of the business. a.nd 

(ii) is remunera.ted out of the funds of the business, and 
(iii);' the beneficial owner of not lees than twenty per 

cent. of the ordina.ry share oapital of the oompany ; 
(9) "dividend" ha.s the sa.me mEtaning a.s in seotion 2 of 

the Indian Incometax Act , 1922: 



~' firm", "partner" a.nd "pa.rtnership " ha.ve~i 
same meanings respectively as in the Indian Partnership ot, 
1932 ; 

(11) "fixed rate" ill relation to dividends on sha.re capitaJ, 
other than ordinary share capital, includes a rate fiuctuat· 
lng in aooordance with the maximum rate of inoome·tax; 

(12) "loss" means a loss computed in the same manner 
8S, for the purposes of this Act, profits are to be computed; 

(1') "ordinary share capital", in relation to a company, 
mea"ii'Bif1 the issued share capital (by whatever name 
called) of the company, other than capital the holders where· 
of have a right to a dividend at a fixed rate but have no 
other right to share in the profits of the oompany; 

J!!) "person" inoludes a Hindu undivided family; 
(15) "presoribed" means prescribed by rules made under 

this Act;· 
(16) "profits" means profits as determined in aocordance 

with • Schedule I ; 
(17) "taxable· profits" meaDS the amount by whioh the 

profit~liing a cha.r~eab)e 8.l'oounting period exceed the 
abainm<mt in respect of that period: 
~' working partner" of a firm means a partner thereo~ 

who 18 required by the terms of the oontract of partnership t 
devote substantially the whole of his time to the business 0 
the firm. 

8. (1) Every Commissioner of Inoome-tax, Appellate 'fait AathodUeto. 
Assistant Commissioner of Income-tax, Inspecting Assistant 
Commissioner of Income-tax and Income-tax Officer shall have 
the like powers under this Act and in relation to the same area 
and cases as he eXfroises under the Indian Income-tax 
Act, 1922. Xl 01 11ft 

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

Provided that no suoh orders, instructions or directions 
.hall be given so as to interfere with the discretion of the 
Appellate Assistant Commissioner of Inoome-tax in the 
exeroise of his appellate funotions. 

4. Subject to the provisions of thi~ Act, there shall, in rea- Oh .... oUas. 
pect of any business to which this Act applies, be charged, 
levied and paid on the amount of the taxable profits during 
any chargeable accounting period, 8 tax ~in this Act referred to 
as "business profits tax") which shall be equal to t,wonty. 
five per cent. of the taxable profits : 

Provided that- ~. 
(a) any profits ~hich are, under the prOvisioni 

ofsub-soction (3) bf section 4 of the Indian Income 
tax Act, H122, exempt from income-tax. XI of Ittt 
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(b) all profits from any business of life insurance, 
(e) any sum paid to a business by or through the 

Central Government by way of bonus or subsidy,-
shall be totally exempt from business profits tax under this 
Act. 

ApplieatiOD of Aet 5. This Act shall apply to every business of whioh any part 

XI 0118'2 

of the profits made during the ohargeable aocounting period is 
chargeable to income-tax by virtue of the provisions of sub· 
clause (1) or sub-cla.use (U) of olause (b) of sub-section (1) of 
aeotion 4, of the Indian Income-tax Aot, 1922, or of clauee (c::) 
of that sub-eeotion : 

Provided that this Act shall not apply to any bueines8 the 
whole of the profits of which aocrue or arise without British 
India where such businese is oarried on by or on behalf of a 
person who is resident but not ordinarily resident in British 
India, unle88 the business is controlled in India :, 

. Provided further that this Aot shall not apply to any incoIl1e, 
profits or gains of business accruing or arising within an Indian 
State unless such income, profits or gains are received dr deemed 

. under the provisions of the aforesaid Act to be rt...J6ived in or .. 
aie brought into British India in any chargeable accounting 
period, or are 8.88688&ble under section 42 of that Aot. 

6. Where a deficiency of profits occurs in any chargeable 
aocounting period in any business, the t.axable profits of th& 
business shall be deemed to be reduced and relief ehall 
be granted in accordance with the following provisions :-

(al the aggregate amount of the taxable profits for the 
previou. ohargeable ,,"ccounting periods shall be d('em-
ed to be reduced by the amount of the deficienoy 
of profits and the amount of bueiness profite taX 
payable in respect thereof shall be deemed to be re-
duoed aocordingly. and the relief necessary to give 
effect to the reduction shall be given by repayment 
or otherwise ; 

(b) where the amount of the deficienoy of profits exoeedl 
the aggreg&.;;e amount of the taxable profits for the 
previous chargeable acoounting periods or where 
there is no previous ohargeable accounting period, 
the balance of the deficiency of profita or the whole of 
the deficienoy, as the oase may be, ehall be applied in 
reducing any taxable profits for the next subsequent 
chargeable accounting period, and if and so rar &8 it 
exoeeds the amount of those profits, any taxable 
profits for the next eubsequent chargeable accounting 
period IJ:lld 80 on. 

=':z.peI'lOU 7. As from the date of any change in the persons carrying bu_... on·a business, the bueine88 shall be deemed for BIll the purposeS 
of thill Aot to have been disoontinued and a new business to 
have been commenoed: 
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p!:ovided tha~ where a change takes placelin the persons 

carrymg on a busmess and where except for such ohange relief 
would be allowable under section 6, the Central Board of Re-
venue may, if it thinks fit, allow such relief under that section 
as it oonsiders just, having regard to the extent to which the 
persons directly or indireotly interested in the business before 
the ohange remain interested therein after the change. . 

8. (1) Where any interest, annuity; orother annual pay. 1 ........... ,1 
ment, or any royalty or rent, is payabJe by one company to ...... -
another oompany, and one of those companies is a subsidiary 
of the other, or both aresubaidiaries ofathird company, and 
the recipient oompany is resident outside British India, DO 
allowanoe shall be made in respeot of such payment in 
computing the profits or 108ses of the paying oompany. 

(2) Where-
(a) a company (hereinafter referred to as "the principal") 

is resident in British India and is not a subsidiary 
of any other company resident in British India; 
and ' 

(6) during the whole or any part of any- chargeable ac-
counting pedod of the priIicipal, another company 
resident or carrying on business within British India 
(hereinafter referred to as "the flul)/idiar~''') is a 
subsidiary of the primipal; 

the capital or profits o' 10sl!l88 of the sub ;idiary for such 
chargeable a.ccounting period or part thereof shan b6 treated 
for the purposes of this Act as if they were the capital of, or 
as the case may be, profits or lOSI88 arising from the busineas 
of, the principal : 

Provided that the profits of the subsidiary 80 treated shall 
not be exempted from business profits tax in the hands of the 
prineipal by reason of any exemption applics.ble to the 
prinoipal under the proviso to section 4. 

(3) Where the chargeable accounting periods of the princi-
pal and subsidiary are not co-terminous, such division and 
apportionment of the profits or 108888 of the subsidiary for any 
cha.rgeable accounting period shall be made as will allooate 
the due proportion thereof to the rclative chargea,ble 0.0-
counting period or periodB of the principal; and such division 
and apportionment shall be by reference to the proportion 
that the 'number of days of the chargeable accounting period 
of the subsidiary falling within the relative chargeable ac-
counting period or periods of the principal b alS to the total 
number of days in the chargeable accounting period of the 
subsidiary. 

(4) For the purposes of this scction a company shall be 
deemed to be a subsidiary of another company if and so long 
aa not Jess than four-fifths of its ordinary share oapital is 
beneficially owned by that other company, whether directly 
or through another company or other companies, or partly 
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diJ:oectly and partly through another company or other com: 
panies. 

(5) The business profits tax payable by virtue of this 
section by the principal shaH, for the purposes of section 10, 
be allocated hy the Income-tax Officer to the respective 
oompanies concerned in such proportion as in his opinion is just: I Provided that. the principal shall have the same right.1s 
of appeal aga.inst an order of allooation made under thia sub-seo-
tion &8 it ha.s under this Act against the amount of its business 
profits tax assessment. 

9. Where an individual is entitled to profits arising from 
more than one business, of whioh at least one is ca.rried on by 
a firm in whioh he is a partner, the Income-tax Officer may, 
with the prior sanction of the Inspecting Assistant Com-
missioner of Income-tax, aggregate the shares of such indivi-
dual in the profits or losses of all of such businesses and treat 
the 8um of such aggregation &8 the profits of a business carried 
on by such individual and 088es8 him acoordingly: 

Provided that if the accounting periods of suoh businesseR 

are not co-terminous, the Income-ta.x Officer shall determine 
in respect of spch individua.l his chargeable acooun ting period 
and shall make such divisions, apportionmen~ and aggrega-
tion of the shares of suah individual in the profits or losses 
of the several buflinesses as may be necessary to determine for 
such chargeable accounting period the total profits and gaina 
of such individual therefrom: 

Provided further that for the purposes of this section, a 
oompany, which is neither one in whioh the public are sub-
stantially interested, as defined in the Explanation to sub-
section (1) of section 23A of the Indian Inoome-tax Act, 
1922, nor a subsidiary company as defined in sub-section (4) 
of section 8 of this Act, shall be deemed to be a firm in whioh 
the persons-having an interest in the company are pa.1ners, 
or, in the case of a Role~8ha.reholder, a bllsines8 carried on by 
that sole-shareholder, and the profits of suoh company shall 
be oomputed accordingly : 

Provided further that any profits or l088es so aggregated 
for &88esament upon an individual shall be exoluded from the 
profits or 108808 of the respective businesses for the purpoee~ 
of this Act ; and no assessment under this Aot shall be mad 
in respeCt of any suoh business save in the namelil of the other 

artnere therein. . 

10. The amount of the business profits tax payable by 
any person for any ohargeable accounting period shall, in 
computing total income for the purposes· of the relevant 
income-tax or super-tax assessment, be allowed as a deduo-
tion: 

Provided that where, under the provisions of this Aot 
relating to deficiencies of profits relief is given by way of 
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repayment from business profits tax ohargeable for any oharge L 
able aooounting period previous to that in whioh the defi-
cienoy oocurs, the amount of the deduotion allowed shall 
not be altered, but the amount repayable shall be taken into 
account in computing the profits and gains of the business 
for the purposes of income-tax as if it were a profit of the 
business aocruing in the previous year (as determined for 

~ I 

that business for the purposes of the Indian Inoome-tax Aot. XI ol1811. 
1922) in which the deficiency of profits ooours. 

U. (1) The Inoome-tax Officer may, for the purposes of I ... ol ao6iaefor 
this Aot. require any person whom he believes to be engaged .lI.........m. 
in any business to whioh this Act applies, or to have been 
80 engaged during any chargeable accounting period, or to be 
otherwise liable to pay business profits tax, to furnish within 
such period, not being less than forty-five days from the date of 
the service of the notice, 8.8 may be specified in the notice, a 
return in the prescribed form and verified in the prescribed 
manner setting forth (along with such other partioulars a8 
may be provided for in the notice) with respect to any cha.rge-
able accounting 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 the Income-tax Officer may, in his discre-
tion, extend the date for the delivery of the return. 

(2) The Income-tax Officer· may serve on any person. 
upon whom a notice hRB been served under Bub-section (1), 
a notice requiring him on a date to be therein speoified to 
produce, or calIse to be produced, such accounts or documents 
as the Income-tax Offioer may require, and may from time to 
time serve further notices in like manner requiring the pro-
duction of such further accounts or documents or other evi-
dence as he may require. 

12. (1) The Income-ta.x Officer shall, by an order in Au ........... 
writing after considering such evidence, if any, 8.8 he haa 
required under section II, 8.8sess to the best of his judgment 
the profits liable to business profits tax and the amount of 
b1.,siness profits tax payable on the basis of such assessment 9 
or if there is a deficiency of profits, the amount of that 
deficiency and the amount of business profits tax, if any 
repayable, and shall furnish a copy of such order to the person 
on whom the assessment has been made. 

(.2) Business profits tax payable in respect of a.ny charge-
able accounting period shall be pa.yable by the person oarrying 
on, or treated as ca.rrying on, the business in that period. 

(3) Where two or more persons wcre caiTying on the 
business jointly in the ohargeable accounting period, the 
assessment shall be made upon them jointly anJ, in the case 
of a partnership, maibe:tnade in the partnership name. 

(4) Wherelby virtue of the foregoing provisions an as8esa-
ment could, but for his death, have been made on any person 
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either 901ely or jointly with any other person or persona. the 
assessment may be made on his legal representative either 

, solely or jointly with that other person or persons, a.s the 
case may be. 

18. (1) The Income-tax Officer, before proceeding to 
make an assessment (in true section referred to as the regular 
f fses ment) under section 12, 'may, at any time after the 
expiry of the period specified in the notice issued under sub-
section (1) of section 11 as that within which the return there-
in referred to is to be furnished, and whether the return has 
or has not been furnished, proceed to make in summa;ry 
manner a provi~ional assessment of the taxable profits and the 
amount of business profits tax payable thereon. 

(2) Before making suoh provisional assessment the Income-
tax Officer shall give notice in the prescribed form to the person 
on whom asseasment is to be made of his intention to do so, 
and shall with the notice forward a statement of the amount 
of the proposed assessment, and the said person shall be en-
titled to' deliver to the Inoome-ta.x Officer at any time within 
fourteen days of receipt of the said notice a statement of hJs 
objections, if any, to the amount of the proposed assessment. 

(3) On expiry of one month from the date of service of 
the notice referred to in sub-section (2), -or earlier if the 
assessee agrees to the proposed assessment, the Inoome-ta.s: 
Officer may. after taking into aooount the objections, if any, 
made under sub-section (2), make a provisional 8Me88ment. 
and shall furnish a copy of the order of &SSe88Ulent to the 
assessee : 

Provided that assent to the amount of' the assessment, 
or failure to make objection to it, shall in no way prejudice 
the &88e88ee in relation to the regular assessment. 

(4) In making any such provisional assessment the Inoome-
tax Officer shall m&ke allowance for any deficiencies of pro-
fits £01' previous chargeable accounting periods which are under 
the provisions of section 6 to be set off ag&inst the taxable 
profits of the chargea.ble acoounting period in respect of which 
the assessment is being made: 

Provided that, where Buch deficiencies of profits have not 
J>een determined under sub-section (1) of section 12, the Inoome-
tax Offioer shall estimate the amount thereof to the best of 
his judgment. 

(6) There ",hall be no right of appeal against a. provisional 
•• esmnent made under this section, and it ahaU, until a regu-
lar usessment is made in due course under section 12, determine 
the a,mount of business profits tax due from the aaseesee. 

(6) If. when a regular aaseesment is made in due courae 
under section 12, the amoUIlt of business profits tax payable 
thereunder is found to exceed that determined 88 payable 
by the provisional assessment, it sha.ll be reduced by the amount 
determined as pa.yable by the provisional aaseesment. 
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(1) If, when&. regular aeae88men~ is made in due course 

under section 12. the amoUllt of busine&$ profits tax pa.yable 
thereunder .~ found to be less than that determined as paya'b~ 
by the provISIOnal assessment, any excest! of tax paid as a result 
<>ftheprovisional assessment shal1 be refunded to the &88e88OO, 
together with iDterest at two pu cent. per annum calCUlated, 
from the date of payment of such excess tax to the date of th 
order of refund, both days inclusive. 

14. If. in consequence of detln.ite information whioh hu Profttle..,.plDa 
oome into his possession, the Income-tax Officer discovers aaae~ 
that profits of any ohargeable accounting period chargeable 
to business profits tax have escaped a.ssessment. or have been 
undera.sseased. or have been the subject of excessive relief, 
be- may at any time within four years of the end of the charge-
able accounting period in question serve on the person liable 
to such tax a notice containing all or any of the requirementM 
which may be inoluded in a notice under section II, and may 
proceed to a.asess or reassess the amount of such profits liable 
to businefils profits tax, and the provisions of this Act shaJJ, 
80 far 8.8 may be, apply as if the notice were a notice issued 
under that section. 

16. If the Income-tax Officer, the Appellate Assistant PeultiM. 
Commissioner of Income-tax or the Com.missioner of Income-
tax, in the OOUl'8El of any proceedings under this Act, is satisfied 
that any person has. without reuonable cause, failed to fur-
nish the return required under sub-section (1) of section 11, 
or to produce or cause to be produced the accounts or docu-
ments or other evidence required by the Income-tax Officer 
under sub-section (2) of that section. or has concealed pa.rti-
oula.rs of the profits of the business, or has deliberately furnished 
inaccurate particulars of such profits, he may direct that s~ch 
person shall pay by way of penaJty. in addition to the amount 
of any business profits tax payable. a sum not exceeding-

(a) where the person h&8 failed to furnish the ~turn re-
quired under sub-section (1) of section 11, the amount 
of the business profits tax payable; 

(b) in any other case, the amount of business profits tax 
which would have been avoided if the return made 
had been accepted &8 correct: 

Provided that the Income-tax Officer shall not impose 
any penalty under this section without the previous approval 
of the Inspecting Assistant Commissioner of Income-tax. 

16. (1) Any person objecting to the amount of business Appeab to 
profits tax for Which he is liable &8 assessed by the Inoome-A~ "eetF ••• 
tax Officer or denying his liability to be assessed under this OoDuaillSloDlr 0 . 
Act, or objecting to any penalty imposed by the Income-tax [1I00IIIII-*. 

Officer, or to the amount of any deficiency of profits aa &II8e88ed 
by the InooJlle-ta« Officer, or to the apl.O~t allowed by the 
I.COme-tax om.- bjf W$y of relie£ under fmY pro:miOD. of thi8 
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.lot or to any refusal by the Income-tax Officer to grant -re-
~ ma.y appeal to the Appellate Assistant Commissioner of 
Income-tax. 

(2) An appeal shall ordinarily be presented within forty-five 
days of receipt of the notice of demand relating to the assese-
ment or penalty objected to, or in the case of an appeu against 
the assessment of a deficiency of profits, within thirty days of 
the receipt of the copy of the order determining the deficiency, 
or in the C88e of an appeal against the &!llount of a relief granted 
or a refusal to grant relief, within fort~'-Sve days of the receipt of 
the intimation of the order granting Or refusing to grant the 
relief, but the Appella.te Assistant Commissioner of Income-
tax may admit an appeal after the expiration of that peri,od 
if he is satisfied that the appellant had sufficient cause for not 
presenting it within that period. 

(3) An appeal shall be in the prescribed form and shall be 
verified ~n the prescribed manner. 

(4) The Appellate Assistant Commissioner of Income-
tax shall hear and determine the appeal and. subject to the 
provisions of this Act, shall p888 such orders as he thinks fit, 
and such orders may include an order enhancing the &886I88ment 
or a penalty: 

Provided that an order enhanoing an assessment or penalty 
shall not be made unle88 the person affected thereby has been 
given a reasonable opportunity of showing cause against such 
enhancement. 

(5) The procedure to be adopted in the hearing and deter-
mination of appeals shall be in accordance with the rules mad e 
by the Central Board of Revenue in relation' to income-tax. 

17. Any Income-tax Officer or any person in respect of 
whose business an order under section 12 has been passed 
and who objects to an 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 manner, 
appeal against such order to the Appella.te Tribunal constituted 
under the Indian Income-tax Act, 1922, and that Tribunal 
shall have all such powen in disposing of the appeal as it has 
in respect of appeals preferred to it under the said Act. 

18. The Commissioner of Income-tax may, at any time 
within four years from the date of any order passed by any 
Appellate Assistant Commissioner of Income-tax or Income-tax 
Officer under this Act, rectify any mistake in any evidence 
recorded during a.esessment or appellate proceedings, or any 
mistake apparent from the record and shall within the like 
period rectify any mistake apparent from the record which 
has been brought to his notice by a person to whose business 
thill Act applies ; 

Provided that no Inoh reotifioation shall be made having 
the effect of e-1hanoiDg the liability of any penon unleaa that 

( 



l' 
per8OD. has been given a reasonable opportunity of being 
heard . 

. 19. The seotions of the Indian Inoome-tax Act, 1922, A.,plioafdoD of 
&8 applied. to excess profits tax by virtue of seotion 21 of the proviaiODII of 
Exoess Profits Tax Aot, 1940, shall, in 80 far as they are not Aot. Xl of lU2. 
repugnant to the provisions of this Act, apply to business xv 01111'0 
profits tax as they apply to excess profits tax. 

20. (1) Notwithstanding anything oonta41ed in the Indian IuoolD8-. 
Inoome-tax Aot, 1922, all information contained in any p6p!1N to be 
statement or return made or furnished under the provisions available fOj::: 
of that Aot or obtained or oolleoted for the purposes of that ~:08II' 0 8 
Aot may be used for the purposes of this Aot. XI of 1822 

(2) All information oontained in any statement or return 
made or furnished under the pro>visions of this Aot or obtained 
or oolleoted for the purposes of this Aot may be used for the 
purposes of the Indian Inoome-tax Aot, 1922. 

21. ,If ~ny pers~n fails, without reasonable oause or excuse, Failure to deli .. , 
to furnIsh In due tIme any return or statement, or to produce, ret.QJ'DII or 
or cause to be produoed, any aooounts or doouments required statemerda. 
to be produoed under seotion 11, he shall be punishable with 
fine whioh may extend to five hundled rupees, a.nd with a 
further fine whioh ma.y extend to fifty rupees for every day 
during whioh the default oontinues. 

22. If a person makes in any return required under seotion 11' .... et.atemelltiL 
11 any statement whioh is fa.lse, and whioh he either knows or 
believes to be false or does not believe to be true, he shall be 
punishable with simple imprisonment whioh 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 prooeeded against for an lDAitution of 
offence under section 21 or seotion 22 except at the instanoe prClllMd!~ ~ 
of the Inspecting Assistant Commissioner of Inoome-tax. ==~OD 

(2) No prosecution for an offenoe punishable under seotioD 
21 or seotion 22 or under the Indian Penal dode shall be XIV of 1880 
instituted in respeot of the same faots as those in respeot of 
which a penalty ha.s been imposed under this Aot. 

(8) The Inspecting Assistant Commissioner of Inoome· 
tax may, either before or after the institution of proceedings, 
compound any offence pUIlishable under seotion 21 or section 
22. 

94. (1) The Central Board of Revenue may, subjeot to the Power to make 
oontrol of the Central Government, make rules for oarrying ....... 
out the purposes of this Aot. 

(2) Without prejudioe to the generality of the foregoing 
power, suoh rules may-

(a) presoribe the prooedure to be followed on appeaJa, 
applioations for reotifioation of mistakes, and 
applieations fOl' refunda ; 

(6) provide for a.ny matter whioh by, or under, this Aot 
is to be preeoribed. 
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(3) Th.e po.wer to make rules oonferred by this section 
shall be exeroised in like manner as the power to make rulee 
u,Jlder seotion 59 of the Indian Inoome-tax Aot, 1922. 

·SCHEDULE I. 
[See SBOT10N 2 (16).] 

Rules for the computation of profits for purposes oj Business 
Profits Tax. 

1. The profits of a business during any chargeable aooount-
ing period shall be separately oomputed, and shall, subject to 
the provisions of this Sohedule, be computed in aocordance 
with the provisions of seotion 10 of the Indian Income-tax 
Aot, 1922: 

Provided that any 'Sums other than any interest paid by a 
firm to a partner of the firm excluded under the proviso to 
olause (iii) of sub-seotion (2) or olause (a) of sub-seotion (4) 
of that seotion from the allowances made in computing the 
profits of the business for the purposes of inoome-tax shall, if 
paid, be inoluded in those allowances wl..en oomputing the 
profits of the business for the purposes of business profit~ tax: 

Provided further-
(a) that any sums reoeived or oredited in a chargeable 

aooounting period whioh by virtue of rule 9 of 
Sohedule I to the Excess Profits Tax Aot, 1940, 
have been t~ted as business reoeipts for the pur-
pose of assessment to exoess profits tax ; and 

(b) any expenditure or 1088 inourred in any ohargeable 
aooounting period, allowanoe in respeot of whioh 
has been made for exoess profits tax purp086S,-

shall be disregarded in oomputing the profits or 1088e8 
of the ohargeable aooounting period: 

Provided further that where a ohargeable acoounting 
period is not an acoounting period, the profits or losses of the 
business during the aooounting periods wholly or partly 
inoluded within the ohargeable accounting period shall be so 
oomputed as aforesaid, and suoh division and apportionment 
to Ipecifio periods ofthoee profits or losles and luoh aggregation 
of those profita and 10s",es, or any apportioned part thereof, 
shall be made as appea1'8 necessary to arrive at the profit 
during the ohargeable aooounting period'; and any suoh 
apportionment shall be made in proportion to the number of 
days in the respective periods. 

2. (1) The principle of adding the allowance for depreoia-
tion for anyone period to the allowance for depreoiation for 
any subsequent period and deeming it to be part of the allow-
anoe for such subsequent period shall not be followed. 

(2) Nothing in this Aot shall be construed all permitting 
the applioation, in oomputing profits for the purposes ofbusi-
neaa profitl!l tax, of the provisions of 8ub-l!leotion (2) of 8eotiOn 
2. of the Indian Inoome-tax Aot, 1922 . • 
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3. Inoome received from investments or other property 

ehall be inoluded in the profits only 808 provided in this 
rule, that is to 8&y,-

(a) in the oase of the business of a building society, or 
a banking business, insurance business or business 
oonsisting wholly or mainly in the dealing in or 
holding of investments or other property, the 
profits shall inolude all income received from 
investments or other property ; or 

(b) in the oase of a business part of whioh oonsists in 
banking, insuranoe or dealing in investments or 
other property, not being a business to whioh 
olause (a) applies, the profits shall inolude all 
inoome reoeived from investments or other property 
held for the purposes of that part of that busine88 : 

Provided tha1r-
(i) inoome reoeived direotly or indireotly by way of 

dividend or distribution of profits from a body 
oorporate carrying on business as defined in this 
Aot, and 

<ii) inoome to whioh the persons oarrying on the buaineee 
are not benefioially entitled,-

shall in no oase be inoluded. 
4. (1) In the oase of a business oarried on, in any 

aooounting period whioh oonstitutes or inoludes a ohargeable 
acoounting period, by a oompany, the direotors whereof have 
throughout that aocounting period a oontrolling interest there-
in, no deduction shall be made in respeot of directors' remune-
ration in computing the profits for that aooounting period. 

(2) Where, in the ease of a business carried on by a company 
in any accounting period which constitutes or inoludes a oharge-
able accounting period, the direotors of the company have 
during any part of that accounting period' a controlling intereet 
therein, and the oase is not one to whioh sub·rule (1) applies, the 
profits of the accounting period shall be oomputed &8 if the 
directors of the company had no controlling interest, therein, 
and to the part thereof appropriate to the chargeable account-
ing period ascertained in aocordance with the third proviso 
to rule 1 shall be added th(ll direotors' remlmeration for that 
part of the chargeable aocounting period during whioh the 
direotors of the company had a controlling interest therein. 

(3) In thiR rule the expression "directors' remuneration" 
does not include--

(a) the remuneration of any direotor who is required to 
devote substantially the whole of his time to the ser-
vice of the company in a managerial or technical 
oapacity and is not the beneficial owner of, or able, 
either directly or through the medium of other com-

o panies or by any other indirect means, to control 
, more than five per cent. of the ordinary share capital 

of the company, or 



(b) the remuneration of any mana.g:ing agent where suoh 
remuneration is inoluded in the profits of the manag-
ing agent's business for the purposes of the business 
profits tax. 

5. (1) In computing the profits -of any ohargeable aooountmg 
period 110 dedu()tion shaJl be a.llowed in respeot of expenses 
in exoess of the amount whioh the Inoome-tax Offioer considers 
teasonable and neoeesa.ry, ha.ving regard to the requirements of 
the business, and, in the case 'of directors' fees or other payments 
fOr etnices, to the actual services rendered by the person oon-
bemed: 

Provided that no disallowanoe under this rule shall be made 
by the Income-tax Offioer unless he has obtained the prior 
authority of the Inspecting Aseista.nt OommisBioner of Income-
tax. 

(2) Any person who is dissatisfied with the decision of the 
Income-tax Officer under this rule may appeal in the prescribed 
time and manner to the Appellate Tribunal referred to in 
eeotion 17. 

SCHEDULE II. 
[See Sl!IOTION 2 (1)]. 

Bule8 for comp·tJJ;ing the capital ('f a CQmpany fcn purposes oj 
BUllineas Profit8 Ta~. 

1. For the purposes of ascertaining the abatement under 
this Aot in respect of any chargeable acopunting period, the 
capital ofa oompany shall be computed in aocordance with the 
following rules. 

2. (1) Where the company is one to which clause (a) of 
role 3 of Schedule I applies, its capital shall be the sum of 
the amounts of its pa.id-up share capital and of i.ts reserves in 
80 far as they ha.ve not been allowed in computing the profit! 
of the oompany for the purposes oftha Indian Income-tax ActEf, 
1922. . 

(2) Where the company is one to which clause (b) of 
rule 3 of Sohedule I applies, ita capital, asoertained in accord-
&Doe with sub-rule (1) of this rule shall be diminished by the cost 
to it of its investments 0 r other property, the inoome from 
whichis not includible in the profits, so far as that cost exceeds 
any debt for money borrowed by it. 

(3) In all other cases, the capital shall be the sum ascer-
tained in aocordance with the said sub-rule, diminished by 
the oost to the company of its investments so far as that cost 
exceeds any debt for mone y borrowed by it. 

a. Any deposits with the Central Government under seotion 
10 of the Indian Finanoe Aot, 1942, or section 2 of the Exoess 
Profits Tax Ordinanoe, 1943, shall not be regarded as investment 
or other property for the purposes of this Sohedule. 
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