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| CONSTITUENT Ass:nu OF INDIA (LEGISLATIVE)

REPORT OF THE BELECT COMMITTEE ON THE INDIAN FINANCE
;;;;‘ . BILL, 1948
“‘"”"""" We, the undersigned members of the Select Committee, to which the Bill
ﬁo give effect to the financial proposals of the Central Goverument for the yesr
'43 begmnmg on the first day of April, 1948, was referred, have considered the

m’Bill and have now the honour to submit this our report, with the Bill as amend-
w'»&i by us annexed thereto.

et~ Clause 6.—As regards the export duty on manganesc ore, we consider that

- t’ﬁe imposition of a flat rate will huve the undesirable result of higher grade
,~ores being exported in preference to lower grude ores, and we have accordingly

wproposed an ad valorem duty of 25 per cent.

= After considering the possible effect of the praposcd export daty on the
-export of oil seeds as against the export of vegetable nils, we propose that in
-order to give a definite incentive to the latter the export duty on vegetable oils
ahould be Rs. 160/ per ton instead of Rs. 200 per ton.

Clause 7.—We have modified the proposed rates of excise duty on vegeiable

"'bﬂs tea and coffee. The rate of Rs. 7 per cwt. on vegetable oils gives the

round figure of one anna per lb. and has been adopted in preference to the

posed rate of Rs. 7/8/ per cwt. 1n the case of tea and coffee we consider

o ..thst a deubling of the existing rate of excise duty is not justified and recommend
ln increase by 50 per cent. only. \

7 Clause 8.—We have omitted the original sub-clause (4) which provided tor
»a deduction of any sums paid by the owner on account of municipal taxes
~ while calculating his income from property under section 9(1) of the Income-

- tax Act. The equities of making any such deductions for purposes of income-
ot tax are by no means clear. We think thqt it would be more appropriate to
~ go into the questlon thoroughly in a regulal income-tax amendment Act than

in the Annual Finance Bill. .

In sub-clause (5 (88 renumbered) we have revised the prop~=~d new section
15B of the Income-tax Act, incorporating in it the limits provided in
- sub-clause (3)° of clause 9 of the Bill as introduced and  prescribe
a further meximum limit on the amount of rebate of income-tax
_. permissible under the section on account of donations. The rebate should
not, In our opinion, exceed half the amount of income in respect of which the
exemption is allowed; since otherwise the bulk of the donulions would in the
“Z-higher income range actually come from the tax payasble by the assessec to
Government. We have also provided that the exemption should be aliowed

~ only in respect of donations made on or after 1st April next.

The additions made in sub-clauses (6) and . (10) (as renumbered) are

: consequentlal on the differenti rates of income-tax now proposed in paragraphs
B and C of Part I of the Becond Schedule.
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In sub-clauses (8) and (9) (as renumbered) we have provided for . power to_
prescribe the nature of “effective urrangements’” to be made by torelgn
companies in regard to the deduction of super-tnx from dividends and  the -
declaration and payment of dividends within the Provinces of India.

Clause 9.—The original sub-clause (3) has been omitted, since as explained
above its provisions have been mcorpomted in sub-clause () (as :enumhgred)_,_
of clause 8. The addition of a new parugraph (a) in  sub-cluuce (3) {as’
renumbered) is consequential on the ruising of the tuxable mxmmum income.
rom Ra. 2,500 to 8,000.

Clause 10,—We have provided for a’further ameudment to the definition of
“‘ohargeable uccounting period”’ in section 2(4) of the Business Profits Tux At.t b
to cover cases where the nccounting period of the assessee is different from the
financisl year. :

-

'

Second Schedule.—In Purt 1 we have suggested

(8) the raising of the tukable - minimum from Rs. 2,000 to  Hs. B IO() .
in the case of individuals, Hindu undiviled families, unregistered firms
and essociations; -

(b) s lower rate of two and a half annas in the rupee in the cose of small -
Indian companies whose total income does not exceed Rs. 25,000 and the usual;_{é%
marginal relief in the case of other companies whose income exoerds  that }:
limi$; and "z:

(¢) a rebate of half auna in the rupee, in the case of small Indian companies -
and one anna in the case of all other companies on the nmount of undnstnbnted@

profits ‘‘ploughed b9cx into capital. &
Other necessary and consequentin] mmendments have been carried ont in “*
the Bill. o

2. The Bill was published in Part V of the Gazette of India, dated the 6th
March, 1948. i

8. We think that the Bill has not been so altered as to 1equire circulatiop -
under Standing Order 41(5) and we  rec ommend that it he passed as  now -
amended.

B. L. AMBEDKAL
R, K. SHANMUKHAM CHETTY -
*THAKUR DAS BHARGAVA

*M., ANANTHASAYANAM AYYANGAR
AMMU SWAMINADHAN -
BIKRAMLAL SONDHT
*XHURSHED TAL .

N. G. RANGA

MOHAN LAL SAKSENA .
ROHINI KUMAR CHOUDHURI
.*R. K. SIDHWA

SURENDRA MOHAN GHOSH

! *BISWANATH DAS ;
Neaw D=rmp; s
The 22n4 March, 1948. ) ~

" *Subject to 3 minute of dissent,



I . MINUTES OF DISSENT °
e I

The taxation of the Hindu Undiyided family as such as an individual is a
_grievanco against which the community has been smarting for the last 87 years. It
“is extremely unjust in its incidence specially to the poorer families among the Hindus,

Sikhs and Jains. Apart from the devastating effects when enhanoced rates on higher
incomes are applied to such families ; in many cases of poorer families the taxable
minimum i8 reduced to a ridiculously low level of income. The injustice and the
enormity of the evil are too patent to be denied. Many Finance Ministers have time
after time admitted that change is necessary but they had not the courage of un-
doing the wrong. Sanction was not accorded to a private Bill brought by me to

remedy the evily L - ) .

- I'must thank the presont Finance 18 y admitting that change

is called for ‘and assuring me that justice shall be done from the next year. But I
remain unconvinced that he is unable to do justice to the Hindu undivided family
in this Finance Bill or at any rate give fair measure of relief which is amply deserved.

The greater the period during which injustice has been done, the greater is the neces-

sity and the urgency of its removal or at least giving a respite from it on howsoever
moderate & measure. -

New Devni; THAKUR DAS BHARGAVA,
The 22nd March, 1948.

11

The provisions regurding exemption of doustions for charity are in the nature
of & permanent amendment of the Income-tax Act, and introduce n new feuture
in our Income-tax Law. They are not going to affect the budget of 1948-49,
"as the exemption will only apply to_donations made on or after lst April 1948,
which can be tauken into account only while making the assessinents for 1949-50
on the basis of the income of ‘‘previous year’’. We are of opinion that this
change should not have been introduced by incorporating it into the Finance
Bill which is primarilv concerned with the income of u particular year, more
s0, when the income of that year is not going to he affected by the proposed
exemption. A separate Bill providing for the nmendmnent of the Income-tax
Act to introduce the exemption should have been placed before the Legislature,
so that attention of the Legislature and the country could have heen specifically
directed towards this matter, and its. pros and cons fully discussed before making
it o permanent feature of the Stautute Book. As mentioned above, there is
no urgency sbout this matter, as it is not going to affect the revenues of
1948-49, We, therei..ce, suggest that this .xemption should not form part of
the Finance F:ll; 1948, and the Government if they so desire should introduce a
specific Bill to amend the Income-tax Act for the purpose.

KHURSHED TLAL
M. ANANTHASAYANAM AYYANGAR.

New DgLHI,
The 22nd March, 1948,

»

II1

I amn unable to agree with the majority decision of the Select Committee
“in certain essential points and this note explains the causes of such differences —
1. Tax exemption gpr donations to eliarity.—The Finunee Bill offers induce-
ments of tax exemption to the rich to make donations for charitable purposes
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limitations. A proposal offering material inducements for charity with prescrip-
tion of objects is foreign to our culture and is opposed to our Shastras. huii-
table Indians always preferred to' be anonymous. No muteriul inducement
was felt for Dr. H. 8. Gour (C.P.) or Dr. Yeervikrumadeva Burma (Orissa) or
for Dr.. Allagapachettiar (Madras) for their princely endowments.” This is
equally so for such other endowments—charity being its own reward.  Indis

closely follows the British system of tax on incoines. Even in Britain, such

donations are not free from tax.

True it is that the Select Committee has removed much of the sting in refusing

retrospective ,operation and limiting tax exemption inducement to 50 p.c. m’

place of 80 p.c. of the State contribution in sll big donations proposed in the

Bill. Hisfory of the endowments. of Tatas, Birlas and other merchant princes

proves that endowments flow from generous hearts without inducement.

Inducements offered for charity are a grave injury to our culture and tradition#
. and limitations prescribed are an ine'; to injury. ' -

Inducements provided in the Bill hardly bring auny relief to the ordinary
well-to-do. Thus a person with an amnual income of Rs. 12,000 gets littl:
relief from income-tax after deducting his allowable contribution of about
Rs. 2,000 from Insurance and Provident Fund contribution, while, & person with
an income of about rupees three lakhs or more gets a fifty percent State contri-
bution for his donations. Donations from such questionable and unholy
means are bound to give our great seats of learning a dubious and precurious
prosperity. Time has now come for the State to assume full responsibility for
the maintenance of all such institutions ensuring them freedom of action, security
of their existence, devotion to duty and efficiency. If we must commit this
mistake accepting proposals contained in the Bill, allow the donors to pay their
.80 called donations direct*to Government and not to any institution. Alloca-
tion from this so called charity pooi be made by the Government to deserving
institutions in consonance with the purposes prescribed.

2. Income-taz concession to small companies.—One fails to understand why
any company be specially singled out for favours. Apart from the highly
cumbrous pature of the scheme ewbodied in  the Governwent amendinents
providing half rate concession to small compunies, administration required for
the same, calls for immense watch and ward as also of mathematical ingenuity.
Such & process opens the gate to bigger companies to split themselves up into
a number of smaller companies.  Retrospective operation of these provisions
“are a further contribution to this convenient course. Statutory provisions in
the E.P.T. prevented splitting up of bigger companies into smaller ones to
avoid taxation. The Honourable Finance Minister undertakes to keep a watch
over such transformations. Even the engle eye of the Finance Ministry with
all its alertness, could hardly be a proper substitute for distinet provisions in amr
Act of the Legislature.

Concessions are justified in the name of a higher production. Tf it were to,
why not organise sinall industries on a co-operative basis—such socicties being
exempt from texation? Managing agency companies as also non-producing
companies should have no claim for such concessions. This again offers an
inducement to non-companies to change themselves into small companies for
“taxation benefits. The unlimited scope should, therefore, be circumscribed to
avoid fraudulent company promoters. Loss under this head is .estimated at
rupees twelve lakhs. Assuming that this is accurate, loss under the head is
bound to multiply into crores as years pass on without %ny corresponding benefit

* to the State. ‘ IRt

o T RO

to be prescribed by Government. Charity is ite own reward und sets its own‘.

P
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. 8. Conclugion,—While thanking the Honourable Finance Minister for accept-
ing a scrutiny of his Finance Bill by a Select Committee, 1 must record the
way the Select Committee was disposed of. Though the Government amends
‘ments were more acceptable than the provisions in-the Bill, these amendments
“were dehygmd on the 19th mid-day for the Select Cowmunittee to meet on the
20th morning giving the members hardly time to reud and think over these
complicated proposals. The fact that discussions were over within 2} hours

speaks for itself about the scope of the discussions allowed. Few members were
able to clear their doubts and difficulties.

If easy collectigq and simplest process of ussessment are the wims of Income-
tax Law, the provisions of this Bill—I am afraid—are least helpful.  Complicut-

ed process devised in the Bill is to me a eall for multiplication of officers and
staff.

BISWANATH DAS
New DELHI;
The 22nd March, 1948.

—

Iv

The Bill seeks to give relief to industrialists, for reasons, I do not want
to dispute; at the same time however I must state, a man in the street also
expects equal, if not more, relief.

I would have expected the Select Committee to reduce the price of matches
which is three pice per box. I would have desired it brought down to one pice per
box. (It may be mentioned that ten years ago price of one box of match was
half a pice). Then again I would have desired the duty on push cycles to have
been reduced. In 1946 India imported push cycles of the total value of Rs.
1,97,00,084. From the above figures it will be seen that push cycle which is
used by a common man both in the city and the village as cheap transport and
communication, is not given any relief. ~On the other hand the duty on push
cycle tyres is sought to be increased. I could similarly cite other articles in
daily use by villagers which items could not be questioned as such by anybody,
but under the rules T am not allowed to propose any new item for increase or
decrease of import or excise duty. I have therefore confined my remarks to

two items only viz. matches and duty on tyres for push cycles, covered under
the Bill.

In the original Bill two annas per Ib. increase in tea and coffee was proposed,
but the Select Committee has reduced to one anna. I am glad of this reduc-
tion. If however the question of additional revenue is involved then I think
prefo-ence should have bear given for relief to the above two itoms and tne
original proposal of two annas on tea and coffee should have been retained as
I feel tea and coffee is not used by all villagers.  Certainly it is not so used in
0.P., U.P., Bihar and Orissa. In Bombay cities, workers take to tea, and so
in South India a large number take coffee. 1 have no idea of Bengal and
Assam. In calculating the &ost of tea, the cost of milk and sugar has also to
be borne in mind. From these facts it will be seen that an average peasant or

" & villager cannot afford & cup of tea as his daily bevearage. 1If he did, the
average cost of standard of living would considerably change. ~ The additional
two annas per pound would mean an additional two annas per month in a
family of five which is not much for a lower middle class man. In any case I am
equally for giving relief to the lower middle class but not at the cost of very poor
class which uses matches and other articles everyday.

R. K. SIDHWA.

NeEw DELHI;
The 22nd March, 1948.
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VI of 1898.

XXI of 1947,

Short title and
extent.

Discontinuance
of salt duty.

Inland postage
rates.

VI of 1898.

Alteration of
certain duties of

cusbqius,
XX of 1014,

Additional duties
of oustoms,
XXXII of 193¢.

[As AMENDED BY THE Sm.nc'r Oouum'n]

(Worda under-lined or side- lmed indicale the amendments made
by the Committee; and asterisks sndicate omsssions.)

A
BILL

to give effect to the financial proposals of the Central Government for
the year beginning on the first day of April, 1948.

WHEREAS it is expedient to discontinue the duty on salt manu-
factured in, or imported into, the Provinces of India, to fix maximum
rates of postage under the Indian Post Office Act 1898, tn alter
oertsin duties of customs and excise, vo levy certain additionai duties
of customs and exdise, to fix rates of, and make certain provisions
relntmg to, income-tax and super-tax, and to continue, subject to
certain modlﬁca.tlons, for a period of one year the tax imposed by
the Business Profits Tax Act, 1947 ;

It is hereby enacted a8 follows :—
1. (I) This Act may be called the Indian Finance Act, 1948.

(2) It extends to all the Provinoces of India.

2. For the year beginning on the 1st day of April, 1948, no duty
shall be levied on salt manufactured in, or imported by sea or by
land into, the Provinces of India.

8. For the year beginning on the lst day of April, 1948, the
Schedule contained in the First Schedule to the Indian Finance
Act, 1945, shall again be inserted in the Indian Post Office Act,

1898, as the First Schedule to that Act.
4. In the First Schedule to the Indian Tariff Act, 1934,—

(@) in Item No. 24, for the entry in the fourth column,
the entry “ Rs. 13 per 1b.” shall be substituted ;

(b) in Item No. 24 (1), in the entry in the fourth column,
for the letters and figurcs “ Rs. 7-8 ”, the letters and figures
“ Rs. 12-8 ’ shall be substituted ;

(c) in Item No. 24 (2), in the entry in the fourth column,
for the words, letters and figur. & ““ Rs. 18-12 per thousand or
Rs. 7-8 per 1b.” the words, letters and figures ‘‘ Re. 31-4
per thousand or Rs. 12-8 per 1b.” shall be substituted ; and

(d) in Item No. 75 (1), for the figures ““ 37} ” in the fourth
oolumn, the figures *“ 50 ”’ shall be substituted, and for the

“ 30 ” in the fifth coluthn, the figures *‘ 42§ * shall be
substituted.

5. Where any goods chargeable with & duty of customs under the
First Schedule to the Indian Tariff Act, 1934, or under the +aid:
Sohedule read with any notification of the Central Government for
the time being in force, are assessed to duty, there shall, up to the
31st day of%ch 1949, be levied and collected as an addition to,
and in the same manner as, the total amount so chargeable—

(@) & sum equal to one-half of such amount, in the case of

goods comprised in Iteme Nos. 22 (3) and 22 (4) and sub-items
(a), (c) and (d) of Item No. 22 (5) of the said Schedulo and

(6

.
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: {0) & sum equal to one-fifth of such amyunt, in any other -
case '
. Provided that such additional duty of customs shall not be
l;:od Ac:nd‘oplleotod on the goods speoified in the First Schedule to

""7’6. In'the’Second Schedule to the Indian Tariff Act, 1934, Ttems Imposition and
Nos. 6 and 7 shall be omitted, and in lieu thereof, the following *Iteration of cer.

e

‘Iﬁums shall be inserted, namely : — 'x.ifx.l of {’.‘i'f.'"
++0. Cloth of any desoription manufactured either wholly
- from eotton, or partly from cotton and partly from any 4

other substance and containing not lees $han ten
oent. of cotton by weight, but excluding cloth of h.ﬁf
loom manufascture . . . . .

: . 35 Jor cent.

pe— . valorem.-

w1+ Manganese ore - %« . . . .33 per ocent,

. 24 valorem

". 8. Oil seeds . . . . . . . . . Ra. 80 per ton,

= 9. Vegetableoils . . ., ., , , . . Rs 160 perton.”
. 7. (1) In the First Schedule to the Central Excises and Salt Imposition and
Aot, 1944,— altoration of ocer-

! -, tain duties of ex-
(@) m.ea.oh of the sub-items (1) and (2) of Item No.2,— ~ T'o 10se.
(¢) clause () shall be omitted, ’
(¥5) clauses (i5), (#4%) and (iv) shall be renumbered as
o  clauses (i), (i) and (s15), respeotively, and -
(i%) in clause (s) as so renumbered, the words * more
than forty, but ” shall be omitted ;
(%) in Iter: No. 9,—

(5) for the entry in the.third column against sub-item
I (2) (b), the entry “ Twelve annas " shall be substituted ;
(#3) in the entries in the third column against sub-item
I (3), for the words *“ Nine annas ”, at both places where
they ocour, the words “ Twelve annas " shall be substitut-
ed, and for the words “ Three annas ", at all the thr.e

places where they ocour, the words *“ Four annas " shall
be substituted ; a.\d ’

(##) in sub-item IT, before the word * Cigars ”, the
brackets and figure * (1) ” shall be inserted, and to that
sub-item, the following shall be added, namely :—

“(2) Cigarettes of whici th: value—
Per thousand
(%) exceeds Rs. 50 a thousand . . . . Twelve rupees and
eight annas.
(¢4) exceeds Ra. 40 a thousand, but does not Ten rupees.
exceed Rs. 50 a thousand. :

(¢4¢) exceeds Ras. 80 a thousand but does not ex- Seven rupees and -
oceed Rs. 40 a thousand. eight annas.

() exceeds Ra. 25 a thousand but does not ox- Bix rupees and four
oeed Rs. 30 & thousand, annas

(v) exceeds Rs. 20 a thousand but doee not ex- Five rupees.
ceed Re. 25 a thousand.

(v4) exceeds Rs. 15 a thousand but does not ex- Three rupees and

oeed Rs. 20 a thousand. * twelve annaa.
(0és) exceeds Ra. 10 a thousand but does not ex- Two rupees and eight
ceed Rs. 15 a thousand, : annas,

(v$s3) does not exee’ed Rs. 10 & thousand . . One rupee and four
) annas. *';
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- (¢) in Item No. 10, for the words * Ten per cent.” %liq

: words “ Fifteen per cent.” shall be substituted ; el

" (d) in Item No. 11, for the wards * Five rupees * the. words;

“Bevenrupees * * " ghall be substituted ; A
(¢) Item No. 12 shall be omitted ;

(f) in Item No. 13, for the words “ Two annae” tho
'words “‘Three annas " ahall be substituted ”; and \

. (g)in Item No. 14, for the words:* Two a.nnas ” the words -
“’I‘hmee annas "’ shall bo _substituted. -

(2) Tn Part A of the Sosond Scheduls' to the Central Excises
and Salt Aoct, 1944, the figure and word “ 2. Betel-nuts " shall
be f.(;@inntt:ad and for the figure “3", the ﬁgure “2 " ghall be substi-
tu B

8. The following amendments abull be made in the Indian
Income-tax Act, 1922 :—

(I) Insection 2, after clause (7), the following claase shall
be inserted, namely :—
“(74) ‘ Indisn company ’ means & company &8 de-
fined in the Indian Companies Act, 1913, the registered
office of which is situate in British Indm A

.(2) In Exzplanation 3 to sub-section (I) of section 4, after
the words ‘“dividend paid”’, the words “by an Indian company”
shall be inserted.

(3) In clause (x%) of sub-section (3) of section 4, for"the
figures * 1948 ”’ the figures * 1950 " shall be substituted.

L] ] L] *
{4) In sub-clause (a) of clause (vi) of sub-section (2) of

section 10, for the figures-* 1948 * the figures “1950”" shall be
substituted.

) After section 15A the following section shall be
mserted namely :—

“15B. Exemption on account of donations for charstabi¢
purposes.—(1) The tax shall not be payable by an asyessee in)
respect of any sums paid by him as donations to any
institution or fund which is established in British Indial
for a charitable purpose and is approved by the Central
Government for the purposes of this section :

Provided that the total of the sums so paid is not les
than two hundred and fifty rupees :

Provided furthey that in tho case of a company this
exemption shall ap;;ly only in respect of the income-tax,
and not in respect of any super-tax, payuble by it.

Ezplanation—In this section, ° charitable purpose’
mcludos relief of the poor, education, medical relief and thej
advancement of any other object of general publio utility

(2) The aggregate of any sums exempted under this section:
shall not exoeed—

(@) one-twentieth in the case of & company, and one-tenth
in any other case, of the assessee’s total income as re-|
duced by any portmn thereof exempt from fax under

. any other provision cf this Act or

.+ (b) two hundred and fifty. thousand rupees,

Wlmhever is less.
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@ {3) The amount by which the tax payable by an assassee is
uced on account of an exemption under this section sball not
in any case exceed half the amount in respect’ of which the exemp-

ion i3 allowed undex this section.”

i) In section 16, in‘clause (a) of sub-section (1), for the words

g —

figires “‘section 14 and section 15 , the words, figures and
letter “gection 14, section 15 and seotion 16B " shall be substituted;
“and in sub-section’ (2), for the words * of a company " the words and
‘bracketa “‘of the company (without taking into acoount any rebate

~allowed or additional inocome-tax charged) ™ shall be substituted.

ﬁ(’l) In sub-section (3) of section 17, after the words and
figites * of section- 14-" -the words, figures and letter -“or
+under section 15B "’ shall be inserted.

“ . (8) In sub-section (3F) of section 18, for the words “ by a

company " the words “ by an Indian company or by a com-
“pany which has made such effective arrangements as may be pres-

-cnbed for the daliction or mpar -tax from such dividends”
shall be subitituted.

_QLIn section 19A, after the words “ every company ", the
words “ which is an Indian company or s company which has.
made such effective arrangements as mag "B prescribed for the
declaration and payment of dividends in British India " shall be
“inserted.

_ (10) 'In section 489B, for the words “ such person shall be
deemed * the words * such person shall, if the dividend is included
in his total income, be deemed  shall be substituted , and for the
words “ total income of a company’ the words “ tot&l income of
the company ~ shall be substituted.

9. (I) BSubject to the provisions of sub- sections (3), (4), (5) Income-tax and
and (6), for the year beginning on the 1st day of April, 148,—  "“P°"**™

(a) income-tax shall be charged at the rates specified in
Part I of the Second Schedule to this Act, and

(b) rates of super-tax shall, for the purposes of section
55 of the Indian Income-tax Act, 1922 (hereafter in this section X of 1922,
referred to as !‘ the Income-tax Act "), be those specified in
Part II of the Second Schedule to this Act.

{** In making any assessment for the y-oar ending on the 31st
day of March; 1949, there shall be deducted from the total income
of an assessee, in accordance with the provisions of section 15A of
the Income-tax Act, an amount equal to one-fifth of the earned
income, if any, included in his total income, but not exceeding in
any oase four thousand Fupees.

* *

(3) In malnng any assessment for the year endmg on the 3lst
day of March, 1049,—~

(a) where the total income of an assessee, not being a
company, includes any income cha.rge&ble under the
head “ Salari.s ” as reduced by the deduction for earn-
ed income appropriate thereto, or any income charge-
able under the head * Interést on securities ”, or any
income from dividends in respect of which he is deemed

' under section 49B of the Income-tax Aot to have paid
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. income-tax xmposed in Bntxsh India, the inoome-tax j
payable by the asseasee on that part of his total inoome|
which’ consists of such inclusions shali be an amount|
bearing to the tota] &mount of income-tax payablo
aocording to the rates applicable under the operation|"
of the Indian Finance Act, 1947, on his total inoome }#
the same proportion as the amount of such inclusions’ -
bears: to his total inpome ; . . -~

(8) where the total income of an assessce, not bemg o oom-
pany, includes any income chargeable under the head
Salaries” on which super-tax has been or might have
been deducted under the provisions of sub-section (2)
of section 18 of the Income-tax Act, the super-tax pay.
able by the assessee on that portion of his total i mmmem
which ccnsists of such inclusion shall be an amount
bearing to the total amount of super-tax payable, accor- w
ding to the rates applicable under the operation of the #
Indian Finance Act, 1947 on his total income the same
proportion as tho ‘smount of such inclusion bearsto
his total income.

(4) In making any assessment for the year ending on the 31st.]

.day of March, 1949, where the total income of an assessee oonsmtt
partly of earned income and partly of unearned income, the super-
tax payable by him shall be—

(¥) on that part of the earned income chargeable undef
the head “Salaries "’ to which clause (b) of sub-section (3) app-5

lies, the amount of super-tax computed in accordance with thox
provisions of that sub-section, plus 'ﬁ

(¥) on the remainder of the earned income, the amoun
which bear to the total amount of super-tax which would ha
leen payable on his total income it consisted wholly of’&
earned income the same proportion as such remainder bears tqﬂ
..i8 total income, plus i

(#%7) on thc uncarned income, the amount which bears to
the total amount of super-tax which would have béen payable”
on his total income had it consisted wholly of unearned income
the same proportion as the uncarned income bears to his total
income.

(5) In making any assessment for the year ending on the 313#.&

day ‘of March, 1949,— e

(a) where the total income of a company includes an ...
profits and gains from life insurance business, the snper-w
payable by the company shall be reduced by an amount comws
puted at the rate of two annas in the rupee on that part ofltlw
total income which consists of such inclusion ;

(b) where the total inoome of an assessee, not being &--
oompany, inoludes any profits and gains from life msnranoe o
business, the inoome-tax and super-tax payable by the 25868300
on that part of his total income which consists of such molunon
shall be an amount bearing to the total amount of such taxes’.
payable according to the rates applicable under the operation.; «z
of the Indian Finanoe Act, 1942, on his total inoome the same _:f;
proportion as the amount of suoh inclusion bears to his total ™
inoome, 80 however that the agg:fate of the taxes so computed
in respect of such inclusion shall not in any case exceed th'i
amount of tax payable on such molusion at the rate of ﬂvvh
annas in the rupee. .

eyl
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" Q)' In cases to which section 17 of the Income-tax Act applies,
the tax chargeable shall be determined as provided in that section,
put With reference to the rates imposed by sub-section (1), and in
gooprdance, where applicable, with the ~provisions  of ‘sub-sec-
jops 43, (ﬂand {8) - of this section, ..,

4 7) For the purposes of making any' deduction of income-tax

' inthe year beginning on the 1st day of April, 1048, under sub-

%,.,ei,:ation (2) or sub-section (2B) of section 18 of the Income-tax Aot
from ady earned income ch ble under the head * Salaries ",
4he estimated total income of the assessee under this head shall,
44 computing the income.tax to be deducted, bo reduced by an

.smounit equal to one-fifth of such earned income, but not exceed-
dag in any case four thousand rupees ; but no abatement shall be
.4llowed by the person responsible for paying the salary in respect
of any donations made by the assessee to which sectoin 15B of the
Jpgome-tax Act is or may be applicable.

«x-{8) For the purposes of this section and of the rates of tax impos-
#d thereby, the expression “ total income *’ means total income as
determined for the purposes of income-tax or super-tax, as the case
sy be, in accordance with the provisions of the Income-tax Adct,
gnd the expression * earned income "’ has the meaning assigued
fo it in clause (64A4) of section 2 of that Aot.

., 10. The following amendments shall be made in the Business Amendment of
,Prbﬁtﬂ Tax Act, 1047 :— Act XXI of 1947.

(1) In clause (I) of section 2, after the words  charge-
able accounting period "’ the words and figures * ending on or
~ before the 31st day of March, 1947,” shall be inserted, and
after the words *‘ the period of one year ” the following shall
be inserted, namely :—
= ‘“and, in respect of any chargeable accounting period
beginning after the 31st day of March, 1947, such sum as
may be fixed by the annual Finance Act.”
(2) In sub-clause (@) of clause () of scction 2, for the
figures ** 1947 *° tho figures ** 1948 " shall be substituted, and

to the said clause (4), the following proviso shall be added,
na-nely :—
‘ Provided that where an accounting period falls partly
before, and partly after, the end of March, 1947, so
much of that accounting period as falls before, and so -
much of that ccounting period as £-lUs after, the end
of March, 1947, shall be decmed cach to be a separate
shargeable accounting period.
(3) In section 4, for the words “which shall be equal to
sixteen and two-thirds per cent. of the taxable profits,”” the
following shall be substituted, namely :—
“ which shall, in respeot of any chargeable accounting
period ending on .or before the 81st day of March, 1947, be
equal to sixteen and two-thirds per cent. of the taxable
rofits, and in respect of any chargeable accounting period
inning after that date, be equal to such percentage of the
, taxable profits as may be fixed by the annual Finance
© Act.” -
11. (I) The tax imposed by section 4 of the Business Profits Business Profits-
Tax Act, 1947, shall, in respect of any chargeable aocounting Tax.
period beginning after the 31st day of March, 1947, be an amount XXT of 1947.
equal to ten per cent. of the taxable profits.

a
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(2) For tl}o purpmof t;xle said Aot “a.bateman ! nhall mﬁz
in respect of any chargeable accoun iod beginning
tho 81st day. of March, 1947, & sum wgni E::'s
" (a) in'the case of & company not being a company ¢ deemod
for the purposes of section 9 of the said Act to'bp & firm, to &
sum equal to ix per cent. of the capital of the company on the,
first day of the said. period, computed in accordance with
Schodule II to the said Act, or two lakhs of rupees, which®
ever is greater, or e e .

_ (b) in any other case, ta two lakhs ‘of rupees,

the same proportlon a8 the said period bears to the penod of one
year. .

&

THE FIRST SCHEDULE
(S’)t section b))
Goods on which additional duty of customs is nol leviable

A. Goods comprised in the following Items of the First Sohedule
to the Indian Tanﬁ' Act, 1934, namely :— Rt

Nos. 8 (2), 8 (3), 9 (5), 20 (1), 20 (3), 20 (4), 24, 24(?‘;

b sesd H -

24 (2), 24 (3), 25 (1), 27 (4), 27 (5), 27 (6), 28 (15), 28 (18), 28 (1
28 (18), 29, 29 (1), 30 (9), 30 (10), 43, 44, 46 (3), 61 (2), 61 (
62 (1), 62 (2) 83 (30), 63 (31), 63 (32), 63 (33), 70 (2), 70 (3
71 (7), 71 (8), 72, 72 (1), 72 (2), 72 (3), 72 (11), 75 (1), 76%
75 (6), 75 (7), 75 (8).
B. Goods comprised in the following items of the First Sched
to the I .dian Tariff Act, 1934, when the Customs Collector i: satits

fied thet such goods are the produce or manufasture of Bunnﬁ
namely :—

No. 7 (potatoes and onions only) and Nos. 9, 9 (8), 13 (2]}:
17 and 34 (4) (a).

THE SECOND SCHEDULE
(Sve asection 9)
Pagr1
Rates of Income-tax

A. In the case of every individual, Hindu undivided familyy,
unregistered firm and other association of persons, not being a ca®
to which paragraph B, C o: D of this Part applies—

i |

Rate

1. On the first Rs. 1,600 of total income . . . Nil
2. On the next Ras. 3,500 of total income . . One anna in the rup
3. On the next Rs. 5,000 of total income . . Two annas in ~
mp”_ Ll
4. On the next Ra. 5,000 of total inoome . . Three and a !
annas in the rup
8. On the balance of total income . . . . Five annas in |
. rupes. ..: b

Provided that—

() no income-tax shall be p&yable on a total i income, whi
before deduction of the allowance, if any, for earned inoon
- dows not exoeed Re. 3 000'; ‘
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() the income-tax payable shall in no case exceed half the

- - gmount by which the total incomé (before deduction of the said
-+ 'allowanoe, if any; for earned income) exceeds Re. 3,000 ;

(#58) the inoomp-tg,i' iyable on the total income as re-

“duoced by the allowante for earned income shall hot exoeed

Jeither— N P

- (a) & sum to half the amount by which the’

_total income (before deduotion of the allowance for earned

.. income) egceeds Res. 3,000 the same proportion as such

* reduced total income bears to the unreduced total inoome,

or

(3)' th moouge'ta.x _payable on the income so reduced
at the‘r&tea herein speo’iyﬁaed,—-

pipohevur is less.

B. In the case of every company, not being a company to which
paragraph C of this Part applies—

Rate
On the whole of total income . . . . Five annas in the

rupee:
{, Provided that in the case of an Indian company—

(a) where the total income, as reduced by seven annas in
the rupee and by the amount, if any, exempt from income-tax,
exceeds the amount of any dividends (including dividends
payable at a fixed rate) declared in respect of the whole or part
of the previous year for the assessment for the year ending on
the 31st day of March, 1949, and no order has been made under
sub-section (I) of section 23A of the Indian Income-tax Act,
1922, a rebate shall be allowed at the rate of one anna per rupee XI of 1922,
on the amount of such excess ;

(b) where thé amount of dividends referred to in clause (a)
abave exceeds the total income as reduced by seven annas in
the rupee and by the amount, if any, exempt from income-tax,
there shall be charged on the total income an additional income-
tax equal to the sum, if any, by which the aggregate amount
of income-tax actually borne by such excess (hereinafter re-
ferred to a8 “the excess dividend”) falls short of the amount
calculated at the rate of five annas per rupee on the excess
dividend ; and

(c) the income-tax payable, after deducting any rebate
permissible under c.. ise (a), but without iuiuding any addi-
tional income-tax chargeable under clause (b), shall not exceed
the aggregate of—

(+) the income-tax which would have been payable
under the provisions of paragraph C of this Part if the
total income had been Rs. 25,000, and

(#) half the amount by which the total income ex-
ceeds Rs. 25,000. .

For the purposes of clause (b) of the above proviso, the aggre.
gate amount of income-tax actually borne by the excess dividend
shall be determined as follows : — L

(4) the excess dividend shall be degmed to be out of tho

“whole or-such portion of the undistributed profits of one or

- more years jmmediately preceding the previous year as would

| G
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be just sufficient to : cover the amount ‘of the excess dividend
and a8 have not likewise been taken into acoount to cover an
exooss dividend of s preceding year ;

() such portion.of the excoss dividend as is deemed to be
out of the undistributed profits of each of the said years shall
be deemed to have borne tax,— = . '

(a) if an order has been made under sub-section (1)
of section 23A of the Indian Income.tax Act, 1922, in
respect of the undistributed profits of ¢hat - year; at- the
rate of five annas in the rupee, and

(b) in respect of any other year, at the rate applicable
to the total inooms of the company for that year reduced
by the rate at whish rebats, il anv, waiallow)d on ihe
undistributed profits.

C. In the case of every Indian company the total income of
which does not exceed Rs. 25,000
Rate

On the whole of tital income . . Two and a half annan
in the rupoe :

Provided that where the total incom2, as reduced by four and
a half annas in the rupee and by the amount, if any, exempt from
inoome-tax, exceeds the amount of any dividends (including divi-
‘dends payable at a fixed _rate) declared in respect of the whole
or part of the previous year for the assessment for the year cnding
.on the 31st day of March, 1949, and no order has been made under
sub-section (I) of section 23A of the Indian Income-tax Act, 1922,
_a rebate shall be allowed at the rate of half anna per rupee on the
smount of such. excess.|

D. In the case of every local authority and in every case in
whioh, under the provisions of the Indian Inoome-tax Act, 1922,
inoome-tax is to be charged at the maximum rate—

. Rat
On the whole of total income .« . Five :muw in the
Tupee :

Brplanaison. —For the purposss of this Part,—

(a) th exptassion ‘‘dividend” shall be ‘deemed to include
any distribution inoluded in that expression as defined in
.olause (64) of section 2 of the Indian Income-tax Act, 1922,
and any such distribution made duripg the year ending on the
31st day of March, 1949, shall be decmed to have boen made in
respeot of the whole or part of the previous year ;

(b) the exprossion “Indian company’’ shall have the moan-
ing sssigned to it in clause (74) of section 2 of the Indian
Inoome-vax Act, 1922,

\ ParrII
Rales of Super-tax])

A. In the case of every individual, Hindu undivided family,
.anregistered firm and other aesociation of persons, not being a case
.%o which any other paragraph of this Part applies—

! Rate, ifincome  Rate, if income
wholly earned  wholly unearned

1. On the first Rs. 26,000 of total Nil Nil
income,
.2, On the nest Rs. 16,000 of totel Two annas in Three annas in
" income, * the rupee, the rupee.

"
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. Rate, if income

8. On the next Rs. 15,000 of
ineome.

-

"‘_"4. On the noxt Rs. 15,000 of total

" income.
5. On the next Re. 15,000 of total
income.
~ 4, On the mnext Rs. 15,000 of total
y income, !

" 7. On the next Ra. 50,000 of total in-
5. ~ ocome, . -
18 On the mext Rs. 1,00,000 of total
- income.

o
N 4. On the next Rs. 1,00,000 of total
- inoome.

a0, On the balance of total incame

¥

wholly earaed

the rupee.

Five annas in
the rupee.

Bix annas in
the tupee.

Bix and a half
annas in the
rupee.

Seven annas in.

the rupee.

Nine and a half
annas in the
rupee.

Ten annas in
the rupee.

Ten and a half

annas in the
rupee.

B. In the case of every local authority—

Oa the whole of total income . .

Rate, if income

wholly unearned
total Three annas in Four and a half

annas in the

rupee.
Six annas in the
rupee.

Seven annas in
the rupee.
Eight annas in
the rupee.
Nine aunnas in
the rupee

Nine and a half
annas in tho
rupee,
Ten annas in
the rupee.

Ten and a half
annas in tho
rupee.

Rate

Two avnas {n the rupee.

. C. In the case of an association of person: being a co-operative

society, other than the Sanikatta Saltowne

Preaidency, for the time bei

rs’ Society in the
ing registered under the Co-operative
~Societies Act, 1912, or under an Act of a Provincial Legislature 17 of 1912.

mbay

" governing the registration of co-operative societies—

(1) On the first Re. 25,000 of total

(2) On the balance of total income .

income

D. In the case of every company—

On the whole of total income .

the prusciibed arrangements— °

Rate

Nil

Two annas in the rupee.

Rate

Three annas in the rupee:

Provided that a rebate at the rate of one anna per rupee of the
total incoms shall be allowed in the case of any company which, in
feocgwt of ita profits liable to tax under the Indian Income-tax Act,
1922, for the year ending on the 31st day of March, 1949, has made

(a) for the declaration and payment in the Provinces of
. India of the dividend payable out of such profits, and

(b) for the deduction of super-tax from dividonds in
accordance with the provisions of sub-section (3ﬁ) or (3?) of

section 18 of the said Act.



LV oHE o '~ :
THE CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE: -

Report of the Select Committee on the Bill to give effect to the
3 financial proposals of the Central Government for the year
beginning on the first day of April, 1948,

(As amended by the Select Committec

GI1PD—I—566LAD—22-8-48—1,200,





