
I 
\ 







··.• .. ·. 

REPORT 

OF 

THE COMMITTEE 

OF 

THE BENGAL CHAMBER OF COMMERCE 

AND 

INDUSTRY 

FOR THE YEAR 1951. 

VOL. II. 

Documents & Correspondence 

1952. 



TABLE OF CONTENTS 

PAGH. 

General-

'I' he Territorial Army (A mendmcnt) Bill, 1952. 1-9 

Law & Legislation-General-

Indian Compnnies Ameudmeut Ordinance 
& Act, 1951. 

{a) Proposed Amt:ndments to the Indian 
Companies Amendmeut Ordinance & Act, 1951. 

(b) Indian Companies Amendment Act, 1951. 39-4G 

Indian Metchandisc Marks Act & Rules, 47-57 

Law & Legislation-Taxation-

Inrlian Finance Act, 1951-Taxation of Non-Residcttl 
Sbareholders & Pensioners. 

Indian Income-Tax Amendment Bill, 1951. 

Industrial-

The lttd ustries (Development & Regulation) Act, 1951. 

Employees Stale Insurance (Amendment)) Act, 1951. 

58-67 

GS-163 

164-178 

179-189 

Employees State Insurance Act, 1948 (as amended iu 1951), 190-231 

Employees Provitlent Fund Ordinance, 1951. 232-243 



THE BENGAL CHAMBER OF COMMERCE 
AND 

INDUSTRY 

REPORT 

DETAILED CORRESPONDENCE 



GENERAL 
THE 'l'EP..RI'l'ORIAL ARlilY ( AMENDlVIENi' '1 BILL, 1952. 

Bill No. 17 of 1952. 
(A;, I:iTRODUCJnJ X >I l'Ahf,IA~[J\1<'!'} 

IHT,L 

tile TCI'Yi!ori"l Atlll_)! 

1li;itctw.cteU byl'arliomcut as follows:-

I. Short title, -'l'hls An ""'Y be cnlled the '1'eni\o1inl Army {Amclltlmeut) Act, 

2. ln!ertion of new suctions 7A and 7B in Act LVI of 1948.-Aflcr "cction 7 of the 
Territorial Army Act, 19 IS (hcl'cinaftcr referred to as the prim:ip~l Act), the followiug 

iu an occupation 

tho'(' whOeh '"otdd lwYc iJ~co applicab:e to him lwd his employment not 
been so iutcrntpletl :-

snch f"rtltc:· inrJ~icy into the mnttcr "-' m~:; l.•e pr~iJC!ibeU, pass an o:-der-

the llto•:ieiolls of thi~ secti~ll. 01 

ouch perso,, 011 such \~uns as he thiJJks 

(c) •·equitin<: him to P"Y to euth p~rsOJl ).y way of compensation for failure 

to re-e!llploy n "'"" 1lot excLC<i•ng an nmcu:1l eC)ual !o six mout11s' 
remur:eratiou at the mtc nl 
tohimbylheemployer 

(2) I[ ""Y C!t,ployc•· fails 
to in the p10viso to 

his lar.t renlll!H."ln\icu wnspnynble 

{J) Jn r.ny proceeding !Ulder this oec\ion it shall Le "defenc~ for au employer to 

prove that \l1e en,ploycil !WI apply to the cmp!oyer 
of twomontlwfrom!l!elerminationd 

his military ~crvice. 



GJ\Nl~RAL 

(4) 'l'he d11ty intpos~d )1y ~nb·steliou (1) ttpon Ul\ ~t,pluyer to rtin~lnle in lds 

employment n person ~uch ns is described in that su],.:;ection sltnll attach 

,,-ho, lwforc st:ch pct,on is actiJUily required to perform 

1111llcr section 7, tennitntcs his employmcJJt ill circums!anc~R 

ouch as to indicate au intcntiOJJ to ~vade t!Jc tluty in1posed b}' that sul;

scctioJl, aud such inleJttion sl.all ]JC presumed \llltil 

jf the termination takes plncc after tlJe bsuc of orders 

rerfonu milit.nry service under thi~ Act, 

(ddd) define the right~ mnlcr secliou 7ll ;'' 

S'l'ATE1JENT OI' DEjECTS Al\D REASONS 

Ac< 
wns enacted. but it wash op~d at the time that cn1ployers wonld g~, 1 ~ruliy co-operate 
with Go,-c,·n:n~nt in this uatioua\ effort hlld volnntatily ~usnte tlwl 110 pcrsou 

suffers eitltc; financially or otherwise by joinin~ the Territorial Anuy. 

nnd \he proposed legidation ~~ekH to a~l1ieve tllis pu 1pooe, 

JJAJ,l)E\' SINGH 
NHWDm,m; 

The 9/J. l'ebruar;·, 1~5~. 

'1'1-m 'I'l\RlU'I'ORL\1. AR~JY (A:IJE:-<n11EXT) Bll,T., 1952 

Recruitment. 

Circular No. 153-51 Crtlcutt'·1 1 23r,] July 1051. 

From-Bengal Clmmber of c,)IJlmercc. 

To-All members of the Chamber. 

The Recruiting Officer, Calcutta H. Q. has asked for the 
Chamber's further co-operation in the: recruibnent of men for 
the Territorial Army by ])U.ssing on to member:-; the n~r1uest for 
tlwir <>ssistancc contained in the att<tche(1 copy of his circular~ 
letter. As r>.n assurance is 
recruits will not interfere 

in this i1mt the training of 
the normal office or workshop 

hours of staff members, the Chamber Commitlee recomnH~11L1, as 
before, that, where possible, no obstacles be in the way of 
employees desiring to join the Tcrriturial 

Concessions to staff joining the Territorial Army. 

Circular No.20 Calcutta, 31st Angnst 1950. 

From-Bengal Chamber of Commerce, 

To--Head of firms. 

It will be recalled tbat in ] 9,18 the Chamber isstteU re
commendations to members on the subject of enrolment in 
the Territorirrl Army and suggestctl that employees should be 
encouraged to join by means of certain couccssions suggested 
by the Government of India. 

I11 the ligl1t of developments that ha'i'e since taken place 
and of further correspondence "\Yhich has been exchanged with 
the Dcfc11Ce I'vlinistry of the Govcrnme11t of India, the Chamber 
Committee-on the advice of their Industrial Affairs Sub
Committee--now recommend that the policy of members in this 
matter should be gnicled by the following eouveutim1s ·which 
represent the nearest measure of common agreement acceptable 
to the major industries in the Calcutta area 

'Not rcprotlt!CC<l. 



(1) Extent of Enlistment 

(a) Inclivicltml employees to obtctin tl1e co11Sen1 of the 

1\Jn.uag-cmeut before e111islmcnt. 

(b) to imlivirlual circumstauces and to the discretion 

cmployecrs, permission all(] cnconm.gement 
to e11list onlimtrily to be given up to of the staff 

bnt 11ot in the c:<se of key men or csselltial personnel. 
(2) Ordinary Tminiug 

Onlin:<ry raraclcs and other forms of routil!C training 110t to 

interfere in a11y w:<y with nonnal mill, he tory, worb:lwp or 
office hours. 

(1) Camp Leave 

(a) Arrangements to he marle IYith the I\Iiiitnry J\nthorities 

for indi;'idnal 1111its tn hole[ their nm1nal camps a:; fnr as 

possible either (i) during the 10 days closnrc tmdet· the 

Factories Act in lhc particnlnr iu1lnsll·\- <r an a from 
which the bulk of the n:crni!s i11 tLc .mdl arc drawn 

or (ii) dmiug a recoguised l1oli11ay pcli()(l such as the 
Pujahs; 

(b) CAt~rl' LEAVE-·(f(Jnr <lays) on pay nnr1 allowmtcts to be 

dcrlncletl frolll pair] lcayc, r1ne ntillcr (a) alJm't or other· 

wise, in the of factory t·lnployccs <llHl, in 1 he c:1se of 
office shtff, frolll casnal or priYilegc lca\·e due. 

(1) Calliug 011lln ,lid of Civil PIJ<l-'d' 

Special lenye to he grantl'l] with pay less ::tllJ' military JXlY 
am1 allowa11ces. 

(5) Embodiment. 

Spec-ial leave witlJIJnlvay. 

(6) Lien on job 

Employees joining- the T. A. to have a lien 011 their jobs 
wlten they arc callcil onl in ai(1 of the ciYil power or enlbocliecl 
for any length of lime :m1l to be btkcn back 011 the sau 1e pay as 

wonl:l l_Ja\'C. chawu nc~onlillg to tlJCir grades hacl ihey 
ln the H.:gnlar sennce of lhe employer. The period of 

'!'IrE 'I'JiRRI'rORI,\T, A'R\IV (A:IIF.:\'D~rr·:N'I') UTU., ]9j2 

service when calle(1 out or cmbo1hcd not tn be treated as a break 
in service for the pnrp0sc.:; of a11y grcttnity or retiring benefit 

scheme. 

The Chamber has brongltl to the attcnli1m of the Ddeucc 

;'l.linislry the t1esirability of the Terrilori,tl Army arrangements 

for ordinary tr.tining aJHl camp~ being br.ntghl int:J liue with 
items (2) aJHl (:\) aho\'c, 

'I'enitorial Army. 

Circular ~~o. i:5~J/:!.:Jl CaleJJlla, lltlJ faJJtlal·~· 195:!., 

I'rom-Den~;:tl Ch~1111hcr of C'mnmcn'l'. 

To-The Secretary to the Con.~nl1nCtl(- of India, 

~.Iini,;try [)f Dcfcucc. 

l al11 dircclcdlo refer yon to the letter ~o. 8590!0/D i(a) 
Lhlc11 tlJC 27th Nov,_mbn, Hl-li'i, wl1idt the I\linistry of Defence 

ailchessecl to Chamber..; of ConJJJJerce -iu c;;JtnccLion with recru-it-

ment into, awl conce:->sinns allowed to of cvmmercial 

and indust1·ial concerns jni11ing, the Anuy. As yon 

know, cmp1(•ying interests \\·ere asl~ed to cqc;ree to the fdlowing 

(i) that the wag·es of the enlployecs who join the Tcrrif·orial 

Anny will not be cnl dnring the pcrio1llhcy arc 011 

training; 

(it) that whc11 the ciYil ]Yl}' c,f the elll]lloyces c:-::cc'ccls the 

111ilit:1ry will make 
goo(] any tl1e men 

are calletl up in aiLl of civil power i and 

(iii) th:1t all who wish to join the Territorial An11y will be 
giwn an nssumncc that they will contimH: lo have lien 

arc callc(l np or cmho11icc1 for 
any of time will he taken hack ;y]JC11 they 

discmhoc1icc1 from iltc Tenitorial Army, without 
hy their service with 

Army. 



GJ\;:;F.ll:\1. 

2. The Chamber gave its fnll support to these recommen
dations at the time and has on all occasions since then indicated 
to its members, and to the trade and industrial Associations 
attached to it, the Chamber's with requests made by 
the Army Authorities for co-operation in encouragiug 

recruitment and making- reasonable provisirm for absences of 
employees from work to rrLtcncl parrrdes and training camps for 
the required period 

3. ·when orders for the embodiment of men in certain 
Territmial Army units were issw::d dnring 1951, the Chrrmber 
decidet1, as a S})Ccial case, to recommend the grant to tl1cse men 
of special1ea>·e and payment of difference between tl1eir civil aud 
military p:1y and rtllo;yanccs, not;dthstanding the fact that 

GoYcrumenl's proposal as qnoted under (ii) ahovc >Yas in reSjJect 
of men called np in ai'l of the civil powc1' and that in the case of 
those cmhodied the assurance under (iii) was only that 
they sh,--,nM have a lien on their 

4. As it brtJ)vened, the period of embodiment was far in 
excess of the Chamber's expectations or of the apparent necessity; 
moreover many employers were approached clmi11g this time by 
the l\'linistry for categorical assurances to their em bodied 
employees not ouly that they would allow them to retain a lien 
Oil their posts hni would also make good tl1e difference between 
th:ir civil aml army r<ttcs of pay, indicating to the lviinistry that 
tlns wonld be t1011C, Very naturally, many employers so address
ed desired to know ll1e implicatiollS of this commitment 
cnlarly as time progressed and thc:ir employees were not ' 

5. After long and careful consideration the Chamber has 
decided on behalf of the interests it represents that it camlOt in 
the fut.ure undertake, :o.~ an obligatio11, the making up of vay to 
cmboched employec:s, 1rrespective of the circnrnstallCes of the 
emergency or the period of embodimeiJt, althonc:rh each such 
occasion will be considerccl on its merits. Jn th~ of ll1C 
fi)regoitJg, Government will re:a(lily The 
frr~t that tl1c Clwmher, on its own 
to facilitate <_;overnment'S<·n 

'l'iJE 'l'J~Rl\ITORIAL AIUJY (A)JE:\D)JE:\1') lllLT,, Hl52 

ending such ]myments to affected employees cannot he rcganled 
as a which !.he Chamber will he willing lo tq,hold in 
any or that 12ll1]Jloyers as a 'iYholc \Yonld be 'i\·illing 
lo accept. As stated, each such nccnsion would neetl lobe 
considered on its medts and circumstances. 

Territorial Army. 

Letter No. 259/554 Calcutta, 22nd January 1852. 

From-Bengal Chamber of Commerce. 

To-The Secretary to the GoYcrnmenl of India, 
1\linistry of Defence, 

Further to my letter No. 259j2:l.S of the 11th con-
cerning the cmboclime11t of members of the Tt::rritorial I 
am chrcclcd to bring to your notice the foll'.nving terms of a 11otice 
served by the Officer Commanding, ~)25 E & 1\l Coy. (T. A.), 

Dhanhad, en the IVIanager of ·Messrs. The Tata Iron & ~ted 

Co.'s Digwadih Colliery :-

Subject :-Courses and Attachment of Tcn•itorial Arm~1 

Recruits. 

Further to this office:"-:" 102SA/G/920A <!al~ 30th July '51 the position i~ c:arifietl. 

(n) \\'ldlc on course rrnd o.Lladntwu(e -(~uwrmnctll WJll meet rdl ~xpett<liturcs, 

lodging, )wrrrding, clothing, 'frunliill(i o:peno\s, etc. 

(1,) DeoiralJlc that colliny );raul the;tl 
nh<cnce aml mnkc up Utl)' diiTc-rcnce cf JH'Y l:e~wccn Army nud Civil rates. 

(c) Period" of ab~cncc io 2 to :1 

(d) Colliery managements cn~nr~ continuity of service while on Army 

cour•c rrnd attad!lnenls for purpose of Lou us and other facilities". 

It will be seen that a demand has been made firstly for extm
onlinnry lea\'e of two or three weeks, dming ·which continuity of 
service is maintained for the purpose of bonus and other faci· 
lilies ; and secondly for the employer to make np the difference 

between army and civil rates of pay. 

The coal industry, as represented the Imlia11 l\Jining 
Association-=one of the major industrial cmmected 
'\Yith t11e Chamber-agreed some time ago to the grant of 5 clays 



leave with pay in the case of employees ordered to attend the 
annual camps, a principl~ which kts been acceptecl by all the in
dustrial interests in t]H; Clw.mbcr. Bnt the notice cited above 

refers to conrses and atlachments of Territorial J\nny recruits 
to units of the regula~ army. This is a new deYclOJ111lent entail. 
ing further absences from work aud ]Xtyments to absent em
ployees ;vbicb the Chamber would like to have clarified. The 

main question arisi11g is whether these conrscs and attachments 
are in lieu of the annual camp. If so, the period of absence uotifiecl 
is longer than that spent at the annual camp; but in any case 
cmployc;·s could not be cxpccted to grmlt ]cave for more than 
the agree1l period-in this i1tst:mcc 5 days paid leave with casual 
leave for tile remainiug perioJ allCl au <tsstmmce tktt 
abscnt on courses or att<tchmcnts will hwe a lien 011 their 

As ill(1icated in the Chamber's pn::,·ious letter, tlte 
acceptance of the conr1itiolls cnnn1emted in t·hc Defence 
I\Jinistry's letlcr of the 27t11 :November, H)4S and tl1e Chamber's 

to th<-: })ayment of the amount o[ pay and 
h1 excess of Army pay, appears to created 

the impression that employers \':onld be preparerl to agree to this 
arrangement on all occ,tsions and {o;· :1ny length of time 11·l1en.:in 
the army authorities llecide to onlcr emp]()yccs in the Ten-ito-
rial away from their normal \'t,catiom. Por reasons 
wl1ich be obvious to GoYernment, illl1ustry and commerce 
could not commit thcmsches to snch a wide unc1crtakinv. In 
the instance under discussion, the number of men rcquire"d to be 

released for attend<mce at conrses and attachments is small 
and unlikely to interfere with the working of the colliery. 
That, howeve:·, mig-1Jt not always be the case. It is, in 
consequence, 1mpmtant to the Chamber <mel its associated 
industrial interests that Governn1ent shonld undersland the 
employers' point of Yiew and <'l]lpreciate that there must be a 

limit to ~he :oncessions they can grant to their employees in 
the Terntor1al Army, however much they may desire to enconrage 

recruitmen~. For instance, in the case of the coal industry the 
benefits of 1ts statutory bonus and provident fund scheme arc 

obtained by workers pulling in the requisite number of atten
dance::, so that if tl1c request of the Commanding Officer 925 E. & 
2\L Coy. ('f. A.) is comp1ie(1 with, the employee concerned would 

qualify for bonus payments as well as the statutory a1lowa11ces 
mallc for lecrve· nncler section G of the Coall\Encs Bonus Scheme. 

Thc Chamber t1esires to co-operate with Government on all 
oc~asions of national emergency and i11 preparations for sucl1 
e:11ergcncies ; but would like to lmvc an assunmce that tl1e 
workings of indnstry am1 commerce and the heavy commit
ments which employing interests have to meet \Yill 8lso be gh·en 
due consideralio11, 



LAW & LEGISLATION·-GENERAL 

PROPOSED AMENDMENTS TO THE INDIAN COMPANIES ACT. 

Circular No. 112~1951 Calcutta, 7th Jvfay 1951. 

From-Secretary, Beugal Chamber of Commerce. 

To-All IVIcmbers of the Chamber. 

1\IEli!O :-The aUacbcd Supplementary Memorandum which 
the Chamb~r has submitted to the Company Law Expert Com· 
mittee, follo\\·ing the evidence given by n~prescntati\·es of the 
Chamber hdore the Expert Committee on the 15th l\Iarch, is 
issued for the information of members. 

Supplementary 1\'Iemon:ndum to the Company I.nw Expert Committee 
on points which the Chamber undertook to c-Jnsider or reconsider 

when oral evidence was given by tho Chamber's 
repr~:sentatives before tho Expert Committee 

on 15th March 1951. 

General : SupjJlementar'y Note 011 the .previsions which it 
is recommended slrcttld be i11i1·od11ced into the l11d£an Companies 
Act in1'(:sj;ect ojthe cuju1'CC111C11I of legal f;roccedin[{s (Annexure 
11), Investigation (Annexure Pmiection of Minorities 
(Annexure XI) and Administration XVI), 

. It will b~ recalled that at tl1e ln:aring- of the Chamber's 
cvJdcnce on tl.1c 15th March, ll1c Ck1.mber's rcprcsc11 tatives 
ndvoc~ted the:nli:otluction into the I1Hlirm Act of provisions on 
the hnes 0f Sechons JG;! to 175 aml Sc:ctions 210 of the 
Enp;lish Act, S11itably adapted to conditions here. T11ey sug~ 
gested, .a11d tht; Chambe-r still struug;ly urges, action 011 these 
broad lm~s because of the apparent of any 

attt:mpt, by means of detailed to close for the 
ft.llttre llH: loo]lboks which and must always exist for the 
dtsh~11est entn:'pre11eur without makiug the Ar.:t a source of 

:~nt:;tl~ll and mmec;essary harassment for t1Je honest majority 
I . IOse 111 eom]muy management and promotion. 
t t lS I . l at t11c outset of tllis Stl]Jplemcnlary memorandum 
·o exp am w 1at the Chamber has in view. 

PlWPOSED Al\IltNDi\IEN'l'S 1'0 Tlr:G I:.JDIAN CO.IIPA 'HES AC'l' Jl 

Brie£y, what is recommended is "-firstly-much wider 
powers on the lines of the English Act for B igh Courts, or if 
necessary for Company Courts, to intervene in company 
affairs, in colmcclion the Chamber represento.tives on the 
15th March deprecated any sugg-estion that District Conrts 
should have these po\vcrs of investigation for wl1ich they an: not 
sufficiently expcricncct1 and competent, 

Secondly, what is visualised is a c~ntral Government 
cstablislwJent or Commissinu, under the charp;e of a Registrar
General, the functions of which \\·onhl he to ilrvcstigatc com

plaints or offences relating to the mo.nagement of companies, 
where necessary to institute proceedings in the High or special 
Company Courts mentioned above and generally to deal with 
matters 110t within the scope of the Registrars in the various 
States. The latter, in the Chamber's v-iew, should on1inarily 
confine themselves to the work of registrat-io11 atHl filing becansc 
(tlwugh with notable exceptions) they do not usually ha\'e the 
very wide e:s:pcrietJce atH1 qualifications necessary in the 
Cl1amher's vie\v for the wl1ich would attach 
under these proJ)osals to the establishment. 
Nor arc the offices of the State Registrm·s sufficiently staffed as 
a rule to COJ)C with these responsibilities. It is, however, 
accepted tbat pending lhe traiuing of the staff which ·would 
be required for the establishment, the 

Registrars in the States 
and more rontine enquiries ancltm·estwattm>S 
Registrar-General in cases 1vherc are made hy au 

aggrieved minority of shat·eholders. 

Tlzitdl~~, it was by the Chamber's representatives 
that, on the lines of 210 of the U. K. Act, an aggrieved 
minority should have tl1e dhect right of application to the 
Court, such rig11t of ap])licatiou ·lying witl1 a minimum number 
of sl1areholders 200 or IO% of the total nnmber of share~ 
holders) or with lwlditlg a specified wl1ich it 
was recommended should be 1 O%, of tlJC issnecl capital of 

tl1e comvany. 
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Fourthly, the Chamber recommended that the Central GovernR 
ment Authority referred to in 'secondly' above should in all cases 
work in close consultation with an Advisory Board cm1sisting 
wholly or predominantly of those directly concerned with and 
experienced in comJJany management. In that connection the 
point was made by a member of the Expert Committee, at the 
hearing of the Chamber's evidence, that prior consultation with 
the Advisory Board might stultify the whole investigation owing 
to leakage of information or an unsympathetic attitude on the 
Board's part towards the Central Autl10rity's intention of 
instituting investigation measures. The Chamber appreciates 
thiS point and recommends tl1at, while the normal procedure 
should involve prior consultation with the AdYism-y Board on 
the powers to be exercised and the action to be taken by the 
Central Authority, in cases of urgency or ·where there is reason 
to thi11k that the investigation would be prejudiced or unduly 
it1fluenced by such prior consnltatioll, the Central Authority 
should l1ave power to act at once but should immediately report 
on tl1e action taken, and tl1e circumstance in which it was taken, 
to the Advisory Board to keep the latter in full touch. 

There .. are two points which should be amplified in 
connection with this suggested machi11ery for the investigation 
of complaints, tl1e institutim1 of proceedings and tl1e enforcement 
of the law against dishonest managements : 

(a) In the context of Annexure VI (Managing Agents) it 
~as suggested by the Chamber's representatives and 
lS now confirmed to be the view of the Chamber that 
provisions on the lines of Sections 164/175 and 210 
of t~e English Act could be wide enough to cover, 
for mstauce, any substantial alteratioiJS in t11e control 
or management of the ma11aging agency company 
or of. the managed company where any such 
~lt:ratlon has unfnirly and materially prejudiced or 
18 likely so to p~ejudice, the i11terests of the comp~11y 
or any substautml section of its members. 

PROPOSF.D AMI~NDl'lfEN'l'S 'TO 'TIJI.: I:NDIAN CO!IIl'ANIES ACT 13 

(b) In the context of Annexure III (Investigation) it was 
suggested on the 15th 1farch, and is now again 
recommended for the consideration of the Expert 
Committee that, in adavting Section 164 of the 
English Act to the requirements of India, t1JC 
provisions of the Section should be so widened that 
- (i) all officers and agents of any managing agents 
of a company whose affairs are bei11g investigated 
should for the purposes of the section be deemed to be 
officers and agents of the managed company ; (ii) an 
Inspector appointed to investigate the affairs of a 
managed company should have powers t.J investigate 
also the affairs of the managing agency in so far as 
may be necessary for the pltrposes of his investigation 
of the affairs of the managed company and to report 
thereon so far as may be relevant to the investigation 
of the managed company ; and (iii) the powers to pro
ceed on the Inspector's report should be clearly appli
cable to the managing agents, its directors and officers. 

The foregoh1g general description of the machinery which 
the Chamber bas in view will, it is hoped, be of assistance to the 
Expert Committee in considering this extremely complicated 
and di;TI,cnlt aspect of the reYif;ion of the Indian Act and 
will serve also to explain the background of several of the more 

detailed proposals and comments which appear below. 

Annexure I-P1·ivate ComPanies. 

In dealing with the suggestion contained in Item 2 of tl1is 
annexure, namely that "the annual accounts and the balance 
sheets of pti.vate companies should be filed with the registrar" 
the Chamber witnesses advocated (in preference to the U. K. 
procedure which involves the di~culty of exct~p~ed compa~1ies) 
the adoption of the recommendation of the M1lhn Comnuttee 
in South Africa, namCly that private comp_auies should be 
required to file their balance sheets but not theu· profit a~d loss 
accounts or directors' reports which are properly confident1al, 
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Annexure III: Item 9--"The Registrar may also talle the help 
of the Police Officer for the PurPose of the im;estigatio1t 

because it has been found that investigation_ by a 
Police Officer assists in the qttick and efficient 

prosecution of the guilty persons''. 

If arra11gements 011 these lines are considered necessary as an 
accompaniment to the introduction i11to tlH~ Indian Act of })l'OVi

sions on the lines of Sections 164 to 175 of tl1e Enrrlish Act the 
Chamber wonld not oppose t1JC idea provic1cl1 there, were re;son
ablc safeguards agai!JSt abuse of the po·wcrs. It tlJC Cl1amber 
think>', Yery desirable tl1<1t investigation should he 
entrnsted only to officers of sufficient experience and standing 
and that the Inspectors shonld at least be of the status of 
Gazetted Governn1e11t Officers. In that event, the Challlbcr 
as an altcnmtivc to the Inspcelor being accompa11ied by a 
police officer, wonlcl favour the Inspector bei11g vcst<.ll with 
the authority of a "Public of-ficer" as de-fined in the Indian 
Penal Code. 

Annexure IV·-Transfcr of shares. 
On the 15th lvlarch, the Cl1amber re])resentatives were 

asked to amplify iu this supplementary memoranc1nm tl1eir views 
011 thr; suggestion that shonlcl be given to tl1c Central 
Government to require as to persons interested in 
sh<ires or dehentnres. Reference was 11:acle in tl1at couucction 
to the ])rovisions of i11e l11come Tax Act wltich preclncle 
au Tmcomc Tax Officer from (livnlging infornwlion and the 
~hambcr was as.ked for its opinion on the vropusal that provi-

:;;~:~ldol:le :11:;ro~~~~~:cl.of Sections 172 to 174 of the English Act 

A ftcr full considemtion of this proposal, the Chamber arrrees 
to .som.ething on tl1~ lines of these sections of the Englisl~ Act 
herng mcorporateclm the Indian Act. 

As was pointel1 out ~t the the amemlment for this 
pt~rpose of the Ine~me Tax Act liave mnch wifler repercu-
ssions than are deslrable.mll1lhe Clmmber would view rrny such 
suggested amendment wt!h strong disfavonr. 
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Annexure VI-Managing Agents. 

Paragraph 2, Item 1 : "Managing Agents shall not directly or 
indirectly engage themselves £n business similar to the 

business of the company in which they are 
managing agents". 

The Expert Committee will recall tl1at there was consider
able ·discussion on the 15th :March with regard to tl1e Clmmber's 
view that Section 87I-I of the Act is adequate for this 1mrpose 
auU calls for no radical amendment. The Chamber represen
tatives undertook to reconsider the mattct· <md find themselves 
iu general with the view that the law should be snch 
that agents should not be in a position to compete with 
their managed companies by means of ]Jartuerships o1· through 
auy private comvany whether a subsidiary or net. In other 
respects, such abuses as may take _ -place on the part of the 
unscrupulous few wouhl, in the Chamber's opinion, be more 
effectively and lJroperly catered for by the introdm:tio11 into tl1c 
Intlian Act of provisions on the lines of Section 164 to 175 and 
210 of the E11g1ish Act, already strongly recommended. Inciden
tally and on a point raised by a member of the Expert Com
mittee on tl1e 15th :March, the adoption of this course would 
also provide a remedy should any managing- agency house be 
suspected of benefiting any mauagetl company in which 
thay had a share holding compared with one in which 

they hacl a lesser interest. 
To attempt to go any further than this by means of specific 

detailed legislation wonld, the Chamber considers, only have the 
result of involving honest Managing Ageuts in and 
imvracticable restraints and interference, and, as is ont 
in t11c concluding paragraph of this Memonmt1nm, any revisions 
of Section 87H will call for very careful drafting to avoid 

such a result. 

Paragraph 2, Item 3: 11 The af;poiHtmeJtt of managing agents 
in the case of private comPanies shall be Prohibited". 

The Chamber witnesses on the 15th :1\.farclt reiterated their 
opposition to this proposal expressed 1 for the reasons stated, in 
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the Chamber's origin:tl mellloranc1um b;tt to the precis 
which accomp:LlliC(l your letter No. of the 

t11ey nnclertook to examine tl1e problem of "e!taitl 

agent's" mentioned hy 1\Ir. J. ]. Kapadia. The wit

nesses recall l11e point being r,lisN1 hnt had not nndersto0(1 l"lwt 

their further views o:t it were expected. They can only 
that such a set of circumstances has never co!lle within 
experience a11tl adtl the view that if, by such means, malpractices 

the Chamber >vonlJ certainly have no 
to measures being taken to pn;>·cnt them 
measures introduced for t11e vnrpose arc not S!Ich as to 1-:atl to 
the harnssmcnt of nmnaging ccgenLs who do not stoop to tbcsc 
deyices. 

Paragraph 2, Item 4: "Companies slwll not be eligible 
jo1• appointment as managing agents". 

The point wus misc(1 on the 15th 1Iarch that iu lhc event 

of a 1mblic company heing mmtaging agents, the existin~ 
management might sell out with the result that lhc conlnll of 

the comJxmy or comp:mies might h1l into undesirable 
hamls, Chamber in this connection wishes to confirm the 
view expressed at the Lcrning tlmt such an eventuality \\'Onld be 
adequately covered by tl1e introduction into tl1c Indian 
Act of a provision 011 the of Section 210 of the English Act 
widened to the extent indicated in sub-pamgraJlh (a) on 

2 of this memorandum but with a sa£q~uan1 to the effect 
the section wonld not come int:> operation except at the instance 
of a specified vercentage of shareholders or shareholding as 
already suggested, 

Paragraph 2, Item 12: "Every managing agency 
agreement shall be filed with the Registrar". 

In the Chamber's memorandum the necessity for 
As stated on the 15th Marcl1, 

on the that a 

Parag-rajJh 2, Item !7: ''Cm·rent a::;cotmts with the 
man-:rging ,rgcnts shall be prohibited". 

The Expert Committee will recall in this connection tll~lt 
the Chamber representatives, in rciteratiug their Ol)JlOSition to 
this J)roposrtl, agreed that it ;\·ot!l·l be reasonable to vlo.cc a limit 
011 the nmotml of the cmrent accmmt to be maintaiucd by the 

ami suggested tb<lt 

Financial inter-1·cJationshiP of managi1tg agents 
and managed comPa11ies. 

Jn this context, the Chamber's rer,·e>•ent:rtrves 1111clertook 
the 15th l\farclt (i) to the Committee with 

p;nticubrs of instances in man~1ging agents, outside their 

on1inary obligations as utauagiug a~·cnts, ha\'e come to the 
rescue of thl"ir managed companies when the latter have been 
finnncially cmbanasscd and (ii) to examine I'vir. ]. J. Kapadia's 
suggestion that large managing ;tgeney gronp arr~11ge.mcnts 
might react to the detriment of the other :ompanlcs 1I1 tl1e 
g;ronp should any o11e of them, or tl1e manag111g agents them· 
sel•·es o·et into difficulties--in which cunncction he referred to 
~~ '~',~r,iff'"'Bonnl Report of 193?., presumably the Boa:·d'::; report 

on the graut uf prvtcction to the Cvtton Textile Indusi.ry. 

As rcganls (i), Appe11dix I to this supplementary mcnw
raudnm contains a random lmt fairly representative l'<lllg"C of 

of the type uf £ina11ci::tl assistancl'. which is frcqncn.tly 
managing ag·ents to their managed conJpan1es. 

On the scco1111 of the two questions m£'ntionec1 a bow, the 
Chamber ventures t- 0 snbmit that though the circmustattces 
which lVIr. Kapadia Jmd in mind must vary in i1:dividu~l cases 
a11 d each snc11 case wonltl need investigation on 1ts ments, the 
general assnmpti011 of adverse rcnctiotlS on the gro.up of com~ 
}xtnics as a whole is not a criticism of lh: managlllg 
system as snch because t11c same re])ercuss1o11S "·ould be . on 
the imliviclnal componeDt compatlics of any groupo: ~sso;~at~d 
Ct'mpanies not orcratillg tlnough maungillgagcuts. Jhe l<tnff 
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Board report to which :rvir. Kapadia referred also gives the other 
side of tl1e picture! namely the advantages of experience, 
ex1Jertise and economics which accrue to the managed companies 
from the managing agency system ; and it is to be remembererl 
that in 1932, when the Tariff Board wrote thls report, there 
was no prohibition on managed companies lending to their 
managing agents whereas since 1937 this has not been allowed. 
It is 1h01.t since 1937 this provision has to some ex-
tent avoided by money with the :tviauaging Agents 
on cnrrent account, the Chamber's suggestion made above 
under item 17 ·wonld sufficiently close this loophole. To the 
extent to whicl1 the :financial standing of the managing agents 
or of the individual ma11aged compa11ics in the age11cy, may 
affect the others, I here is now less scope for the tmfortunr~te 

consequences of :fi11audal interdependence which 1\'Ir. Kapadia 
had in miml In fact, the Chamber feels that one of the main 
adva11tagcs of tl1e IV1auaging Agency system is that it does give 
the l\Ianaging Agents a long-term continuing interest in the 
fortunes of their managed companies-an interest wl1ich is less 
marked in the case of individual managers or directors. It is 
f11rtJ1er !:Uggested that abuses 011 tJJe part of officers of tl~c rvfana· 
ging Agents are less likely than in the case of this alternative 
form of individual management as tl1ere is less possibility of coll~ 
usion on the part of two or more such officer:o;, 

Annexure VII-Directors. 

The Chamber1S were asked to exawine Sec· 
t:i.on 96A of the Companies Act a11d Section 78 of the 
U. S. A. Secnrities Exel1a11ge Act and to express their views 
on the desirability of something on these lim~s being introd
uced into tl1e Indian Act with the object of preventing 
Directors from taking undue advantage of their knowledge as 
Board mcm bers. The Canadian provision requires every Direc
tor of a public COllll)alJY to furnish an ammal return of l1is in
terest in tl1e company a11el stipulates that }Je slwllnot "speculate 
for his personal account, directly or indircclly i11 the shares or 
other securities of the company''. The U.s. A, Act, which 
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requires the submission of returns of beneficial ownersl1ip to the 
Exchange, provir1es that any profit realised by the director from 
the sale or purchase of the company's sbucs shall insm·e to tlJC 
company in certain SlJecified circumstances. 

The Chamber fully supports the ideas 
provisions of the Canadian and U. S. A. Law but it 
to see how they could be made effective in ItlC1ia-if indeed they 
are at all effective in Canada or the U. S. A. The means of 
evading them are so obvious to any one with knowlerlge of the 
ramificatim1s of tl1e stock markets that provisions on the same 
lines in the Indian Act would merely result in harassment of an 
honest director witbont in any way deterring the less scrupulous. 

Annexure IX-Au.ditors-ltem 12: ;'At present the auditor's 
report should state whether or not the bala1tce sheet ex

hihits a tru.e and correct view of tlte company's aljairs. 
The words 'tnte a:nd correct view' should be sttb· 

stituted by the words 'true and fair view' ". 

At the hearing befon~ tl1e Expert Committee, the Chamber 
rlcligatiou pointed ont that, in their view, it \vould not be ~d.vi
sablc to incorporate, in the Im1ian Companies Act, a provtswn 
requiring tlte Auditors to report 011 whether or not the Ba1ance 
Sheet of the Company reveals a "true and fair view" of the state 
of the Company's affairs. 

Under tl1e United Kin.~<,·dom Companies Act, an Auditor is 
now required to report on the basis of "true and fair view", and 
experience there bas shown that difficulties, which were probably 
11evcr visualised by the Legislature, have arisen tln·ongh the nse 

of these words. 

Thus, provision for Depreciation may be made ~n ma~y 
ways. A Company might, in good years h~ve deprectate:

8 
1:: 

assets very co11siderably so that tbey appear 111 the Accoun ' 
a value considerably 1mver than that at which they should appear 
if the Accounts are to slww a <~fair view" of the state of the 
company's affairs. In such circumstances, while the_ A~coun~s 
show tlte trne and correct state of tllc company's affatrs there ts 
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considerable r1onbt as to whether they exhibit a true and fai-r 
view. This is only one examvle, bnt other complic<ttious can 
easily arise if the word "fair" is introdnccd, as it migl1t be argued 
that a result, obtained by reaS.Jlmble commercial praclice, might 

not give a "fai1· view" at any varticular elate. 

Tl1e aboYe remarks arc ]Jrimarily avplicablc to tl1e report to 
be nwde 011 Dahmce Sheets, bnt apply equally to any report 
stating that a Profit and Loss Account shows a "fair" ''iew 0£ 
the profits for the yca1· as, to instance once nwrc the position of 
Depreciation as an example, it is exccerlingly diHicnlt to define 
what is a "fair" charge for depreciation i11 any year. 

The Chamber feels, therefore, that n::~ change should he 

made in the wording of the repvrt to be fmnisl1cd by J\nditors 
either in relation to the R\lancc Sheet or in relation to the Pro~ 

fit a11C1loss Account. 

Annexu:re X--.Acconnts. 

The Chamber represcntatiYes nndertook on tl1e 15th JV[arcb 
to submit in greater detail their Yicws on the recommendation 
of the Institute of Clmte1·cd Accountants cf India with 1·egarcl 
to the conte11lS of the Profit and Loss Accon11t ami the form of 
the Balance Sheet. 

The Chamber is in '':it-11 the Council that it is 
desimble that adeqnate shouM he made in the Profit 
and Loss Accomtt, a11d is gem~rally in ctgn.'enH'JJt with the 
Council's views. 

There are, howevcl', a few matters of detail "·hich it is felt 
should be umended. 

(I) In the draft of sectiGn 132 sub-section (3) there is a 
reference to 0crec1its or receipts in n:s]lect of extraneous or 
non-recurrellt trausacti 011s or ttallSactiGllS of an 

ture':· ~t al)}Jcars to the Chamber that clif[cnlties arise iu 
consldenug wh~ther or not a trans:lction is rc:cnrrinrr and it is 
thought that tlus provision s110uld be omitted. "" 

Sin:ila~ly, difficulties may arise in detcrminilli?: wlJcthcr a 
trausactwn lS of an exccptiounl natnrc and provid~d thrrt it is 
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made clear that the gross income from every smtrce is t1isclosed, 

it docs not appear necessary to inc1m1e tl1is provision. 

As an example of wl1:1t the Chanll~·cr has i11 mind there have 

recently been shipnents of cc.al hy Co:tl Companies to the U.K. 
nnd it migltt be argncd that these are cxcepti,mal atul nou-rc

cnrriHg. 
It appears to the Chamber that tl1e whole field is covered if, 

in addition to items (ix) an(l (x) of the Council's rccommctHla

tiotJS, thct·e is added a cbnse on the lines of ::'cction I.t (G) (h) 
of Part I of the Ent')ish Schedule in the r. K. Companies c\ct, 

HJ48. 
Refcrcncl' is ::tlso made t•J "tton-recnrreltt ::md cxceptiorwl 

profits" nuder p:nagntph (xi) :1wl it is suggeste\1that this should 

be omitted. 
(2) Some Com]Janies have fo1lowec1 the practice of showing 

the cost of sales in place of disclosing pnrclwses, opening and 
closing stocks, and the Chamber sees no reason why this alter

llatin'! should 11ot be permitted. 
(:)) At the srnne time it is consillered tlmt where there has 

been auy clmngc in tl1c metho\1 ( f ,·alu~ttion of stocl{s or 
auything of this c1escriptinu which affects 11rofit·s materially, it 

sl10nhl be show11 scparatcl:y in the Profit and Loss Account. 
As a general rnle tl1c Cbambcr tl1iuLs that, so far as 
tl1e I~rofit and Loss Account shonh1 be complete in 

itself and 110l contain notes, anc1 therefore that any note is 
tmneccssary where proyision with regard to tlc]Jreciation ll::ts 

been JWO\'ided in a manner other tl1all a nornml debit. 
The items which the Chamber cousidcrs a11 c0mpanics 

shonld be required to show in the Profit and Loss Account arc 

detailed in the draft scheclnlc attacllcd as Appendix II. 
As rcganls the form of B:rlance Sheet, the 

Cham bcr l1as the 
origi11al memonmdmn to the 

Expert Committee. 
The Chamber docs 110t that it is necessary to lay 

down the exact form which the Balance Sheet of 
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any company is to be prepared, but, in tl1e event of 
its beillg decided that a form of Balance Sheet should 

be prescribed, there are one or two }Joints in connec· 
tion with the proposed form which it is thought 
shonld be altered, some of which have already been 
covered in the Chamber's original memorandum :-

I. Livestock should not be included under the heading 
"Fixed Assets". 

2. The Chamber does not consider tlmt it should be 
necessary to value assets under nuder Gr01lp II at 
Cost or at I\Iarket Value whichever is less, and in 
many cases it might be most undesirable to do 
this, e.g-., where the investments have been written 
down below cost and market value is above cost. 
The position will be acleqm1.tcly covet·ed if it is 
made obligatory to show the market value of the 
Company's quoted investments and the value 
of tmquoted investments as determined by the 
Directors, 

3. The Chamber does not consider tlmt any attempt 
should be nw.de to ])tescribe the method to be 

adopted in ~aluing Stock, It hns been suggested 
above that 111 the Profit and Loss Aceotmt any 
material respect in wl1icl1 items ill the Profit and 
Loss Account at·e affected by a cha11ge in the basis 
of accounting should be separately sl10wu. This 
would cover the case of any variation in the 
method of Stock. Witll this provision and 
the provision tl1e mode of valuation must be 
stated against tl1e figure of Stock appearing i 11 the 
~alau:e Sheet, the Chamber thinb that tl1e posi~ 
tlon 1: adequately covered. In any case, tmless 
what lS meant by the phrase "Market Price" is 
fu:ly explained, great difficulties in ittterprcting 
tins pl1rase ·would arise, 
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4. The Chamber does not agree that a statement should 
be attac1Jed to the Balance Sheet giving a list of 
colll}Xlllies in which the investment nuder Group li 
have been made, and the otl1er information as 
suggested in Note 2. 

5. '!'he Chamber considers that the information to be 
given under IV, Loans and Advances, is quite 
adequate without auy additional information as 
suggested in Note 3. 

6. It is agreed that Capital Reserves should be shown 
separately in the Balance Sl1eet, but in many cases 
sncl1 reserves may or may not be available for dis~ 
tribulion as divideml. As the question of availahi_ 
lity for distribution ns clivideml can only he deter
mined with reference to each case and to lhe cir~ 
cumstances existing at the time of proposed distri
bution it is considered that the words "not avail<lblc 
for dividend" should be omitted. 

Miscellaneo1ts additional Points. 

(I) The Ex1)ert Committee kindly said tlmt they wo~tld 
welcome any additional points or suggestions whet bet emboched 
in the Government of India's origiw1l memorandum or not. At 
the present stage, the Chambe1· has no new points lo mise or 

to offer except to remark that they are h1 agreement 
the following recommendations \vhich are known to have 

been placed before the Expert Committee already :-

(a) That persons who are about to l1ave a company 
revisterecl should be permitted to reserve the pro~ 

po~edname of the Company for a period of a n:o~th 
before the memorandum of Association .contammg 
such name is submitted to the Registrar ; 

(b) that it should be permissible for a 
wishes, to submit a ty1Jc-written or 
of its 11lemorandum and Articles 
the Registrar ; 

if it so 
copy 
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(c) tl1e coj_;y of the ,Prospectus lodged for registration 
should be r1atec1 and should be lodged within, 14 
,lays of that (late and shonld be issued a 
lleriod of not more than three mo11ths h-om the date 

on which it is lodged for registration. If issued after 

that, it shoillc1 be deemecl to be a prospectus of which 

a copy has not been registered ; 

(d) every prosf;ectus submjited lo the Registrar fo1· regis
tration slwuld be accompanied by the written ccmscnt 

to act of ail}Jersons n::llncd in it as Auditors, Solici
tors or Bankers to the Company ; 

(c) to cnsnn: that the Pi'osj_Jectus is actually before the 
recipient of auy applice~lion for!ll for shares offer.:d 

to the public by me'ans ,Jf the prospectus, the applica

tion form shonlr1 be issued with and attachcc1 to the 
prOSJ)2CttlS. 

(2) In Item 6 of tl1e precis of the Chamber's evidence, 

forwarded ·with the Expert Commit tee's letter of the lGth April, 

reference is maclc to a statement said to ltave been made by 
Sir Paul Bentlwll, who led the Chambers' delegation, that a 

note would he submitted on the drafliHg of the amem1me1JlS 
considered to be 11eeessary in the Act. There is some mis· 

understanding of what the Chamber rcpresenlalino>s intended. 
Aceon1ing to their recollection, the point arose in COllllection 

with the suggested amendment of Section 87H relating to 

managing agents cvmpcling in l11e same business as their 
managed companies. In cxpn;ssing their general views on 

that subject, the Chamber delegation Cllll)hasised the extreme 

importance of accurate and drafting shonld any amend
ment of this particular sccti011 

APPENDlX I 

Examples of assistan~e given by Managing Agency Houses 
to their Managed Companies:. 

Case A.-A11 Engineering company wllich had made n:ason· 
able profits between 1915 wltcn it was llcatcd and the end of 

• 
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1919, marle heavy losses after ihe first Worhl \Var because of a 

collapse of the metal marl;::et. It con tinned to run at a loss for 

the 11ext 20 years althong·h its pc1id np capital hatl increased 
meantime to Rs. '27 lald1s. Allthrongh this period the Manag-

lmrl foregone their commission and had advance() 

lakl1s of 1'he company w.ts t·cemJstructed in 
Hl4·1 and is now a conce"rn. l3ut this was possible 

only because the tJanaging Agents had by eancellati'm 
of loans aml the i11tcrcst thereon and a sum excccc\-
ing Rs. 15 lakhs, 

Case B.-Tn :mother C:l."'L.' the I\Ianagiug Agents fonllll it 
necessary to the slump [,JJ1owing \Vorl\1 \Var I to reccmsl-

ruct a saw ::t1H.1 timber cornpauy lly writing clown sktre~ 

from ks. Ill/- toRs. :v- each after the :\Ianagi:1g Agents had 

agreed to a lo:1.n of l<.s. 8,96,-161/- :mJ. the interest on it 

uf Rs. Up to 1938 the .:\fanaging .Ag;ents continued 
to forego interest on their loan and their allowance, totalling 

about Rs. 151akhs. They bore the fnll of the Calcutta 
nffice approximately H.s, 20,000/- per a1mnrn rent) and 
in June 1930 the shares of the managecl Company \Ycre ag-a-iu 

written down to Rc. 1/-. On thi;-; occasion the ~Ianngi11g 
Agents gaYe np debenture ho1Hls lE·M l1y thelll to the r:dne of 
H.s. 4,08,5GUj. for cmJcellation. In all the l\Ianagi11g Agents h.we 
snffcrccl to the extent ()f ahont I\.s. 2f),:)5,000/- quite apart from 
the costs of lbe Caknl.la cslablishme:rt of the COlllj)any. 

Case C.----A V·JKI" mills company having at the cud of 

Worltl \Var I a ca}l"ital of Rs. 25,85,000/- fonnd it extremely 
(lifficnlt lo c:wn profits (lming the slump of the cady 1920's due 

to Se\·ere competition from imported vapcr dumped 011 the Inrllau 
market at prices bc:low prodnctio11 cost. l3y 19~[> the dehit 

balance of the compally's Profit am] Loss Account stood at about 
Rs. ~<G,-10,000/-. The ~Janaging· l.l.g-ents at this time proposed 

reconstruction and offcn:a to forego the lmn r,{ Rs. 30 1akhs 

which th{_·y har1 advau..::ecl to the company. The fac<; valt1e of 
il1c shares was written down lo the extent of Rs. 18lakhs and 

the debits reduced by lhe amount of the loan which the }..fanag-
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ing Agents had agreed to forego. In consideration tl1e 1\Iauag

ing Agents receivel1 175,000 deferred shares of Re. I/- each. 
The company is 11ow a highly ef!l.cie11t and important concern 

witl1 a capital of Re. I crore dne to the action taken by the 
IVIanaging agents at a critical juncture in its history. VVhile the 
comprmy was in difficulties the IVIanaginp; Agents also forewent 

all remuneration. 
Case D.-An inland steamship company which at 30th Jnne 

1950 had a subscribed caj)ital of Rs. 12,60,000 had recdved an 
unsecured loan of Rs. 9 Jald1s from the 1\Janaging Agency. 
This loan was granted voluntarily and enabled the com])allY to 
securc from othc1· sonrces funds required for continuing; opcra
tiollS ·without resorting to eitl1er volunl::u·_y liquidation or sale of 
assets which would ha,·e meant a serio11s curtailment of the 

company's activities. 
Case E.-A company embanasscd for funds has 

hypothecated its assets to a bank. limit of chawings under 
the hypothecation has been reached and the Managing Agents 
have advanced the further finance required mainly to cover the 
cost of increased production for the fulfilment of Go\·crnment 
indents ami requirements, The I\Janaging Ageucy has no 
security other tl1an a reversionary i11terest in the assets am1 
tl1ey are only coYerecl to lhe extent of the excess of assets after 
meeting the cla-ims of the hank. In additio11 collection of 
Ivia11aging Agency commission has been ]lostpone~. 

Case F.-The following forms of air1l1ave been by one 
1vfanaging to companies in their charge, acldifion to 
overdrafts by the bankers of the companies to tlH; fullest 
extent. All cases ·were directly or indirectly comJectecl with 
i11dushial developmeut. 

(7) Over Rs. 41akhs was advanced for tl1e repayment of 
a debenture loan wl1ic11 conlcl 11ot 1Jc met and ~o 
~avecl tlHo credit of tl1e compm1y m1cl averteclliqniclat-
1011· Vilhen tl1e advance was made the market was 
depressed and the conrJKmy nnming at a loss. It lHlS 
HOW dcvelope(l alH1 is the secoud largest producing 
unit of its l{illl1 in the country, 
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(2) During the 1930 slump thl' hahnc2 of debit in 
the profit aml loss accouut was ahout Rs. :~ lakhs. 
The ?1-Ianaging Agency loaue11 abont Rs. 4 lakhs 
and capital reconstrnetion was SU})ported by the 
:i\Ianaging Agents i11 the absence of outside support, 
in which they agree(] to write off 1Jart of the lo~l.ll. 

The company has prospered allC1 is now caJ)ahle of 
undertaking heavy stmctttral work on a large scale. 

(3) For an extension of the company's activities, the total 
ccst of phnt ;1ml buih1ings amounte1l to Rs. 10 

lakhs. No support \mS f(,rthcomlng from the publ-ic 
and tl1e money was advanced by the ::\Ianaging 
Agents. The vemure is promising snccess. 

(4) The mam.gec1 company pre\'iously did jobbing work 
and was HC\'el' very profitable. A few years ago it 
was decided to remo1kl the works for quantitative 
prodnctiou. The 1\Iamging Age11ls at its dis· 
posalmcney and tc the of Rs. 15 
lakbs. The projects not yet matured) but may 

profitable and b1~ able to snpply highly specia

prodnds pYC'i'ionsly imported. 

(5) Dming 1944 it was deci(lcd to dew:Jop a new properly. 

Costs have been higher than estimated an(1 to enable 
the comp~my to meet liabilities \\'hen its profits were 
adversely affectel1 by costly pYoduclion am1 when the 
shareholders mH1 the JHlhlic could not be asked for 
ac1Jitional fnnds, the I\Ianagir1g Agency advanced Rs. 
22 lakhs. The loan is still in existence. 

Case G.-A com1JcUJy which had been faced from time to 
time with financial emharcssment was taken over by a .1\lanaging 
Agency three years ago. It is still running at a loss. \Vith 
the object of it afloat and placing it on a better footir1g 
the fdanagiug have granted loans amounting· io over I~s. 

17 lakbs. 
Case H.-An enaiueeritw company was affected the 

scvet·e dc]Jressiou of }930/31 o--, anJ ll.:td to reduce its by 
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writing clown the yalnc of its shares frnm Rs. 10/- toRs. Jl 
(pai::l up). IVIanaging Agents made an nnsccnrcr1 lo:<n during 
this period. I11 1934 the comp:tuy's debenture loan of Rs. 5 lakhs 
fell due 8Ud was repaid, but subscription-o to a ilCW debenture loan 

were inadequate so that the Tlfanaging- Agents hacl to increase 
their unsccnred Joa11 by oYer Rs. 2 lakhs to p1·oyide the necessary 
capital. Later the ]oau was again increasecl for cxpllllsicn of 

production. The company vrogresscd aml iu 1939 proposals for 
reconstruction:; of its capital were adopted : it \\·as able to raise 
capital on debentures ancl since then has consolidated its 
fin::mcial ]lOSitiou. 

Case I.-The t\geuts of a company of 
IJccess.try for pioneering 

marwfadure of p<!per from bamhoo. During- the first cip;ht years 
of the Colll}JatJy's existence its ::tYerage i11ClehteL1ness to the 
1\.Jauaging agents \\'as over Rs. 15 lakhs tl1e largest overdraft 
being Rs. 28 1akhs. 'l'llC accumulatlJ loans of the Com])any 

during this veriod were Dot wiped ont until W~13, tbe fitst 
clivirlend being vaid i11 193-1. The total divirlcnds paid 11 p to 

date represent an average of only 4/~ per :nmum. lJutil Scptcm" 
her 1927 no remuneration was clrawn by the ~lanagitq:; Agents. 
A recommer;dation of the Tariff Board thtt the com]XlllY be 

:financial assistance fro111 Gove:rnmeut bccansc of the 
of ]liOllCCring tJJe new papn-marJ:ing j!l"OCL:SS, WaS 

~nrncrl_ do\~n) and because of the heavy losses tl1c com]XlllY w::ts 
1!1cnrrlllg, lt w::ts not possible to raise moncv frolll the investing 
pnblic. Without the assistance of tl1c: I\Jan~agi11 g Agents clmin~ 
its difficult initial stages, the company would not lH.tvc survived, 

Case J.-In conscqnerJce of post-\Vorld \Var 1 inilatio11 tlte 
cost of machinery and. vlant installed on the incorporation of 
a coke COnlJJany, estimates were mnch exceeded. In 1923 
the compm1y's. overdraft with its l\L.:tnaging Agents was Rs. 
17,00,000)-, wlncl1 was eventnally liquidated so that Jw HJ30 it 
was able to pay its first dividend. As t11e result of th~ advance 

from the Agetits of cash to the extent af B times the 

paid up any hope of immedia1 e r~t nrn-the 
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company was s::tvecl from liqnillation awl in \Vorla \Var II was 
able to render valuable service to the Govenllnent of InLlia iu 

the supply of war materials. 

Case K.-Thc resources of two jnte mills which were 

situated in an area where there was considerahlr; lahom trouhlv 
and which snfferea alsu from the HllS::tlisfactory of the 
imlnstry during W49/50 aml h:H1 to be re-cqnipJ>Cd 
after the war, were s0 dimiuishe(1 that after taking into account 
tl1e amount they \vere abk to secure from of 
thcir assets to tl1e Banks, they owed the Agents Rs. 
54,00,000 am1 Rs. 25,00,000 respectively. At present one of the 
companies is still financetl to the extent u[ Rs. 25,00,000 on au 
unsecttreL1 loan, i11tercst of Rs. l,37,(JB;; been wetivcd; 
aml i11 the: cJ.se of the other, remuneration has 
the extent of Rs. 9,5G,(l2i'i. 

Case L.-Two tea compunies incorporated in the l 1 • K. -with 
::"~Ianaging· Agents in Calcnlia are siinatcd i11 the cl-istrict where 
<lifhcnltics of ]o'.r yielLl per acre anLl COllSCCJllent incre::tses i11 the 
cost per lb. of tea, pitts costs of supplyitJg f.,mlstnf{s to labDnr 
forces, have left the companies with vmctieally 110 reserves. l<'or 
rehabi1itatio11 of thci1· ganlcns, the I\Ia11aging Agcuts aclvtlllced 
sums amoutlling at the ccHl of 1949 to Es. 54,48,000. The 
companies' crups arc nmY fitmnrcd by lr<lY of Cash Credit 
i\ccounls, bHt tl1e limit is itt~mllicient for their n:quircmettts and 
at tbe height of the scc'\SOll it is still nccL-ssary for the I\Tauagi11g 
Agents to advance sums exceeding the Dank's limits. At otle 
stage these amounkLl to Rs. 2-1,00,000. Thus the fiua11ces h:n'e 
1Jeen improved and loss of capital througl1 fcreec1 sale of proper
ties has been aYoidcd, Interest on i11e ?\Imwging Agents loans 

amonutiog toRs. G2,G38 has been waived. 

APPENDJX I! 
Draft of .... ... Schedule. 

The profit and loss account shall iHclnrle the part-iculars set 

forth tllHler the following 
L The gross income ally deduction 011 account of 

costs or expenses showing separately f:nrnover a11cl 
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dislingnishing income from investments, dividem1s 
from investments, dividends from snb:oidiary coni
panics aud e:tch other source from which the income 
has been derived. 

(i) the purchases and the opening and the closina 
tradi11g stocks or, alternatively, the cost of sales. "" 

(ii) Provision for depreciation on fixed assets. 

(iii) Interest on debentures and other fixed loans, 

Uv) Amonnts ]Jrovidccl for taxation on profits. 

(v) Am?tmts for the redemption of (a) share 
cap1tal (b) loan caJlital. 

(1.1i) Provisions for losses of subsidiary companies. 

(r'ii) The total of the amotmls pai(l as remuneration 
to the Mamging- Agents, if rrny, whether as fees, 
percentages, or otherwise ; 

(viit) The totctl of the amonnts paid, \\'llether as fees, 
percentages or otherwise, to the Directors as 

:::~~;\~1~:~~ion /or t"lH;ir services and>vh~rc a srccial 
0 the COilJ]J<tllj' so requucs to the 

~~~~~~:ger. If any. Di.rcctor r,f tlle comJxmy is by 
of the noJJllllatlon, whether direct or indirect 

of that com pam a Director of dllY othet company; 

~1?;/emuncr~hon or other cmollllnents received 
y llll for lns OWll nse, whether as a Director of 

o~ o~hcrwise in cormection w-ith the managemen~ 
o .' t Jat other company, shall he shown in a note 
at t1Ic foot of the nccotmt or in a statement 
attached thereto ; 

to amounts ~f any coml)Cllsation paid 
<rin A - Agct.Jts, Dtrectors or former Mana· 
"' g gents or DJrectors of the 
such am1 (2) tl . . compm1y, (1) as 

o let wise, for loss of office or in 
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connection with or arising out of their retirement 
hom the company or from any other 
of wbicb the Director is a Director by virtue 
the n:_mination, whether direct or inJirect of the 
company sub-cli\'iclcd to show the amonnts pcLid 
respectively. 

(a) by tl1e company ; 

(b) by such other companies; mHl 

(c) by any other person. 

(x) The aggregate amounts o[ any pellSion paid to 
Directors or former Directors of the colllpany, (l) 
as such and (2) othe:r\\'ise, suh-(1iYidc(1 to show tl1c 

amounts paid respectively ; 

(a) by the Company-

( b) by any suhsiJiary company ; 

(c) correSJl01Hling figures for tl1e immediately prece

ding period. 

. III. profits or expenthlnn.~ applicahle to any !JfeYious 

if material. 

IV. The aggrcgate 1 if material, o[ amounts withclrawn 

from reserves. 

V. Tl1c aggregate, if material, credited in respect of 
provisio11S made for specific lialJi!ities COlllingcncies or 
commitments 110 longer requin:d. 

VI. Any material respects in wl1ich any itclllS shown in 
the profit n1H11oss account are affected by m1y change 

in the basis of acconnting. 

VII. Dividends paid or proposed, disclosing- whether snell 
amonnts are stated before or after deduction of 

income tax. 

VIII. Concspondillg figures for the immediately ]lreceding 
period or, where the account is for a lm1f"}'carly 
period, for the correS])onding ]Wrioc1 in the imme
diately prccediug financial year of tl1c company. 



22 

INDIAH COMPANIES (i\lYIEHDil'IENT) ORDI~ANCE, 1\.151 

Circular No. 73-AC. dated 31st J-uly 1951 issued by the 
Associated Chambers of Commerce of ludia to its Cons

tifm,nt Chambers, l't:fHoducing B. C. C. letter 

No. 5603 of 31-7-57 to the Goverument of India, 
Ministry of Fiuance. 

The Chamber Commitlee kn·e their consideration to 
the above-mentioned Ordinance and to iu\'ite Government's 
attention to certain })oints \rhich to their millll detract from the 
purpose for which it was issnccl. 

2. Clause 2 of the Ordinance places a restriction on the 
amendment of m·licles relating to of director;;, and 

covers companies not under ap;enls which naturally 
therdorc extends to include agcHcy conlJnnics them-

scln~s. It asks, by tl1e total prohibition placedtlJercin upon ~my 
changes or variations in agreemeuts that, for instance, if a 
managinr.; director wishes to retire and thus varv his agreement, 
this wonld 11ot he pcnnissiblc ·without tl1e app;·m'al ~f Ce11 tral 
Gowm111ent. A.~ain, it also asks that the of Central 
Govenlll1C1Jt should he accorclcc1 to au increase the H.'lllllllcra-
tioJ1 atiachcd to the post of the managing (Erector or any other 
director. The Chamber feel th<Ll it cannot be GoYernmcnt's 
inte11tion so to burden tbe AdYisory Commission appointed 
UJ1(lcr Section 28813, and thl:y wonld therefore ask for 
Govenm1cnt's recousiclcration of Section N6J so tl1at it may 
be re-worded or amended in snch manner as will exclude 
points of tl1e foregoing uatme. 

H. They 11ext turn to Clause -t of tho Ordinance and would 
rwin~ oat that it docs not cover cases whe:re1 owiug to the Board 
of D1rccto1·s become hostile, the administration of the 
compauy's af~airs r~ndcrcd impossi)Jlc aud the managing 
agu1t left wtih no cj;ttou but to resign, nor does it coYer cases 
where the agents an: force:d to resign office or 

thclll . ~0 to rl o, Accordingly tlJC 
the acl(htlon of the words "aud by the 

C>u> u'''""'"' in Section t:l7D(J). 
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4. Section 87BD, vide Clanse 5 of the Ordinance, makes it 
impossible for any transfer of shares in the mauaging agent 
company to take place without the approval of Central Govem
ment. It further has the effect of automatically cancelling all 

agency agreements should such tra11sfcrs be rcgi£-
Government's approyaJ. The Chamber again feel 

that tl1is was not Governmcut's i11tention <Uld therefore suggest 
for consideration that the lYorcl "constitution" \I here it appears 
in the phrase "no change in the constitution of the matJaglng 

shouhl be replaeecl by the words "controlli11g iuterest". 
Chamber suggest that this would enable transfers of shares 

not amcunting to a clmnge in the controllil'Jg interest of the 
agent being permissible without GoYernment's appro

Yal, and that it \\'oulcl reuder lllllH:cc:ssary the Explmw
tion to Section 87BB wbich, if Government agreed, could 
therefore be deleteJ. 

5, Reference is invited to Clause 7 of the Ordinance alJ(l 
in particular to Section 153C(2) (a). The words "the member" 
where they appear in the opening phrase of the section in ques~ 
lion should he, the Chamber sugg-est, replaced by the \\"ords "a 
member or members". 

G. It would be apprl'ciated if Govemmt:nt wonld be so 
good as lo t,rive this matter their nrgent consideration. 
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Circnbr No. 231-19:'il.~C:lktttLa, ~~St!J SeptentbeT, 105!. 

Froll1-Sccrel<ny 1 

Beng;nl Chan1bcT of Cunnucrce. 

Tc~:\]]JJ:cmbcrs uf tlw CLamber. 

Tl1e Iw1ian Companies Amewlmcnl i\ct was passecl into 

bw ont]Jc frmrteenlh lhy uf September 1051 from which date 

t11c Inrlian ColllJXl11ics Amemlment Ordinance 11as repeal ell. A 
copy of the·/>ct is !orwanlcd f,n· ntemlx:rs' inf,,rmation together 

with a copy of the f;,nn that has at JlH·sent to be :ouhmitted to 

Glwermne1Jt in qui11lnplicale l'>h(.:n any application is being 

marl c. 

Application for 
Gow~rnme11t in the 

under the Act hns to be made to 

circnmslanees :--

1. Di1·ectors anrl illanar;ing Directors. 
(a) \:Vl1en it is vwvused io amend the Articles of Associa

tion of n Comp:;11y or vary an Ar~rec·melJt-

(il relating to thl~ appointmr:nt of a 

linble to retire IJ)' rotation ; or 

(ii) \Yhere the alllcll(hncnl or \"arialion pmports to 

inn,::1sc or kts tlte effect of incre::tsi11gJ whdher 

i\ircctly or indirectly, the remuneration of a 

l\fana~)ttr:; Din.:dor or any other JJimctoF. 
(l;) \\'here lltt; lllltnl,er of Diredq,; i~: j•l"i']l'lSed to he 

iltClT~lscd in "r th~.: mtttllJcr pnJI"idul for itJ the 
Articles :1f i\ss,,ciati.,u. 

(c) Wl!uc it is pt·oj,IJSltl tu rc-ajJ]'(Jiilt :tftc:r tl1c 21st 

I~J;)J a \fatt:l;_;inr~· l>ircctor itl pl:tce (If the 

Dln:ct,•r lJ(JlrliJtg {>llicc: on tltal date if the terlllS of 

snch r'C·:tjl]l1>intJncJJ[ purpurl tu i 11 crc.'lc:c or ltrr\'e 

lht; dfcct nf incrc;tsing the rentullcrati-.11 tlwi the: 

:i\law1~itt.~· lJir~.:cJ_r,r ll':tS H'Cl·iving illllllrxliatcl_y bcfot-c 
snch rc.:-aj!pointmuJt. 
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(cl) Any amendment in the Articles which ]'llr]F'rh to 

i11crease or hns the effect of increasin:.;, 11-hctLcr 

directly or indirectly, the n'llJLIIU.:ration the 

:2\fanag-ing Dircctrn· or a.-ily other Director. 

2. .:IIanaging Agents. 

(o) amemlrncnt in tire Articles or ar1y Yarialil'll 

nn Agreement wl1idJ purports to c:xtewl or has 

the effect of extending the term of ,_ufllce of the 

Managing _Agent h:JhEng office 

21st July, WSI. 

such on the 

,·b) The followi11<> arc eunsidcrcd under Section 87 BU of 

' the Act tl;, be changes in the collSlitution of the 

:C.Janagint~ .-\~_;e11t ::tJl(l require the approval uf the 

Central Govenuucnt--

(i) \\'here the :\bnagirq:;· Agent is a finn, hy a ch:lllg-e 

by rctircntcut ur 

Partucrs or ljy tin:: 

,f tlll:: whetlH~T caw;cd 

of any o£ the 
of ~~ He\\· Partner 

Sa\'c atHl except 1rhcrc the clmngc :11\lOll~:,st the 
I'artucrs is callSl'll h_i d(·:1th or retircmtnt 1)}' 

efflux o[ time. 

\ii) \Vhen:: the I\Tau:tgi11g ;\gc11L is a Company, Ly a 
clwncq;: ntllOW'Sl tlll" Bmucl of Di;-cctors or .\ranagers 

thcre:f whct~cr caused hr retirement or rcpbcc

mcnt of any Director or l\l<tnagcr or hy the intro

duction of a uew Director or or by a 

elJa11ge in the 

save and except 

ownership of share~ 

the followit1g circLunstanccs 

11amely :-

(n) \Vilcre the 
i\hnagcrs is 

!l.JllOng.,t the Boanl of Directors or 
]Jy the death or rctirwJent lJ}' cfllux 
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of time of any of them or the change is can sed by death 
of a shareholder of the i\Innag-ing Co:llp::tny. 

N. 13.-Cbrificalionis 

that the word implico replacement of one pcroon ],y nnotl!~r an<ln~t 
jn~l n l>J the rctiren•cnt of a person Who is not 
rcp!rrc<:,] but G:>vcrnn1ent lll!l}", of ~Olli'SC, take the 

{h) 'iVhere the 
~ne dealt 

in India, a chaJJge in the registered ownership 
cf shares sh:tll not rcrp1irc Govcrn!llellt 

JJnless Governrncnt publish a Notification to eiTect 
in the ollicirtl Ga;:c:tte. 

(iii) \Vberc the ManJging Agent is a Private Company 
hy the con\'orsion thereof to a Pnblic company. 

(c) The ap]milltment of a :\.Janaging; Agent of a Company 

for the first time aftc1· the 21st Jnly 1951. 

(d) Any amendment iu the Articles or any varialion iu 

rcletting to tl1e ap]Jointmeut of the 
Age11t, which increases or kts tl1c effccl 

of incrca~ing, whethc"r dir,·ctly nr indirectly, the 
renmnere~tiou of the l\Ianaging- Agent. 

(c) The re-appoi11tmcnt aft-er the 21st July J9SJ of a 

Agent holdi11g office a~ such on that date, 
or ap]YJintlllcHt of a new 1\faJngillg" Age11t in 

place of the !vf:maging A.~.(CJJt holding office a:-; such 
on that date or thereafter pro\·idcl1 tl1at nr) approYal 

for the above shall he rCCJllircd in the case of a Private 

Compa11y llll]ess it is the suLsidiary of a Public 
Com])any. 

;). Before any application for a])proval is made to the 
Central GovcrnmcJ~t on the form c11closed the Com1)a11y mnst 

nollce 11ot indiYidnal notices to the members 
. th: natnre {:f t:1c approval sought and pnblisli such 

not:cc once 11: the pnnc1pal I11dia11 Ja11 gnage of the State in 
wlncll tile rcglstercd office is sit nate in a ncw:;pavcr circulated in 
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that State and ~nee in an English langnage similarly 
circnlated and copies of the notification duly by the 

Comp1.ny shall be attacherl to the application for approval. 

4, Complaints may be made to the Central Govemment 

by a }\fanaging Agent, 1\Ianaging Director or any other Direct~r 
of the Company on the grounds that, as a result of a change 111 

the ownership of the shares heh1 in the Company, a change in 
tl1e Doanl of Directors is likely to take ]Jlacc which, if allowed, 

wonld affect prejnrlicially the affairs of the Company. If the 

Central Government, after making euqnirics, is satisficcl that it 

is corn;'Ct to do so it may make an Order that no resolution passed 
or action taken to effect a change in the Boanl of Directors after 

the date of complaint shall hetw cffvct nnkss confinner1 hy the 
Central Government. 

5. Section IS:'IC gi'i'es power to a pc1·son who has obtained 

the C011SC11t in writing of 110t less tJmn !00 members of the Com

pany or not less than one-tenth i11 Hnmbcr of the member~, 
whichever is less. or to a munbcr hollli11g not less than rme-tenth 

of the issued sha~c capital of the Compauy, to apply to the Court 
on the grounds that f·hc aihirs of the Company arc being con

ductel1 in a manner prejudicial lo the Company or in a manner 
prt:jmlicial to some of the members of the Company. 

On snell a11 appliealic.n, if the Conrt i:o of the that 

~he affairs of the Con1pany are lJc-i11g conducled as ::tucl 
thctt to wind nptl1e Curup:llly W'Juhl nnfaidy aucl matcrictlly 
pn·jurlicc the iulercsts ,f the CumJlany or auy part of its mem
bers, the Cont't may with a view of bringing to au cucl the mai

lers complained of make such Order as it thinks lit awl such 
Order may provide for~-

(a) the rcgulatimt of the comluct of the Compm1y in 

future; 

(b) the purchase of the shares or i11terests by any mem

bers of the Company or nuy other Company ; 

(c) a reduction in the Company's capital ; 
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(d) the termination of any Agree1i1ent beti.\•een the Com
pany and its }Janager, l\Ianaging Director or any of 
its other Directors. 

The above c!ocs not purport lobe a full summary of every 
pr.wisiou of t:1e Act, but it is desig·ued to gi;,•e members details of 
the circumstances ancl m:~.tters which require the approval of the 
Ce11tn;l Go~;·crnment. 

G. All :1pplieations to the Central GonTillllent shonld be 
ad(]tesscd as follo·.~·s :-

D. K. KAUL, EsQ., I c.s., 

Deputy Sccreta1'y. 

Departmcut of Economic Affairs. :Mi11istry of Finance 1 

Government of Jnclia, :.-.;rcw Delhi. 

7. As regards the form of application appended 1- to this 
Circular-which was the one in use nnUer the former Onli
Jmnce-the Chmnber is at present in touch with the Gcvcrnme11t 
of Inllia in an endeavunr to arra11ge for its rcplacemcHt, under 
the Rule~ to be issu~cl under the amendment Act, by a series 
of simpler autl more appropriate application forms llesigncil to 
coYer the circumstances in whkh for example (a) there is a 
change in tl1e controllil!g inten::st of a ConJ]XtiJY (b) ap]Jlication 
is made for !he 2.Jlprom] of share trcmsfcrs uot imrolving a 
change of contr,ll, (c) application is made for the aJlproval of 
cha1rges among the Partners or Boanl of Direi'tors and (d) appli
cation is marle for the approval of changes in the rcnnmeration 
o[ Directors. 

• Not reprorluce<l. 

[ 

lNDL\N CO:IlP.\NIES (A:IfENlJ\ttCNT) ACT, !~JS! B9 

THE INDIAN COMPANIES (AMENDMENT) ACT, 1951. 

Hr-; it euaclcU by i'arli~ment as f~llow~ · 

1. SJIOrt title.--l'hie Act mny be called the Itl'lilll Comp~nies (r\>nenrlment) 

1851. 

Jn~ertion of now acation 8GJ in Aat VII of l9l3. -Afte, oft he IIHllan 

Act, 1\ll:J (hercin~:ter •d~ctcJ to "'"· tOle p•ineipal .\ct) the f,,;)oll'inr; 
he inse:tel, ••amely 

"SGJ. Rcstri,lroJ" on aj>j>oi~:l J"c'f'/JoiutmcHf a~td "'""l>cr cj dirrdor·s, 
their n'mu>~c•·atinu -'I) :-.lo:withstmHlin~ Rll)'tlLing to ilL<· contmrY 

contait>e<l in any o:her p:-oyisiotl of tiJio Act or in of. or any 

agrce'n~t•t with''"'' tomjlnn>-

(a) tlll)' am·•nrlment in th~ article< ur anr V.Hiatiou in the a~r~e!Llcnt-

(il whic·IL relate.< to the appo:nt•nent OL' the ~tppoint 

n•e"t or £le:tiru of a rliLcctor lut li.tblc to >-ctire by rot"tion ; or 

(ii) wli\eh purpot ts to incH:~se or ha~ the effect of incteaoing. whdiLCr <liredly 

orimlirectl;, the Jemmu!tation oi a IIIH,aglug dilector or any other 

"' 

<lireetor.or 

of Jnly, El31, or tiLe 

directo<· holding ofiiec as such on th'lt date or thereafter, if the terms of 

snch rcappoint,nenl rn;rportto in·rense or have the effect of incr~n~iu.r:, 

indirectly the remtll,.Cntion tl·at the nw1>nging diredor 

befo1e such re.1ppointmeut, shnll Le Yoid 

1mless approved by the Cl'ntrnl Goi'C> nwent. 

\\'here a co'l>ph'nt 0< mnde to the Cc111ral Government Ly the mn11nging ngcnl. 

of" com}Jnny that as a result of a change iu 

ofrlircctorsis 

oth~r JH oYi~ion of th:h .\.,·I o•· in 
U) i\othitlg <'lJtL\ainf"d in Lpph··tu n JHi,·nte company unlc-~s 

of" l'nl>li'' ~ompany. 

3. Imortioa of now sootion 87AA in Act VII of 1913.·-Aftcr section l-ilA of ll•c 

princij>nl Aet, tlH' follow;ng:scction ohall he insetted, 
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of this 

l'ro,·illerl that nothing contained iu this sntiou sh~ll apflly to rt private 

of section :'\7ll of princip<tl 
namely·;-

managing <l){cnt from 

Ccntrnl Go,·crnment io obtaine<l. 

Ex}!laHation 7-Snbjcet to the Colll<Linc<l i11 Exf>l<mation 11. rt 

cha11r,:e in the constitution of a man:l;:ing a~:cnl lakes place in any of the 
followillJ< circumstance~. nanwly :-

(a) whcrcth<.> 

{bl 
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to lhe clwnge. 

the Ccnt•·a) Govcmmc·Jll 
opinion that llH: clut:gc i~ of uah11c that it hao aficctc'l or i,; likl'ly to 

affect lH~judically the affairs cf the cotnp~"Y which i:; being manngc<l ]J}" the nnm"J<
io.g agcut. 

prlucipal Act, the following ~ection namely:--

''S7CC. R~strictio~ts on <1/llCJtdmwt of articles or agrecmcu/; rc/atiHg 

ll1e conl!ary 

ll'Cll\With, nuy COlllp'lll}',-
this Act or in tl1c arlldesof, oragtcc· 

(/') in tbc case of 'compH11y n:"nnged Ly a mnn~giug agent, 

(i) any amendment i" the '"ticlc'; of, or any \'arintion in any ngr~cment with 

(2) 

wbich relntcs to the appointment 

whether <liteclly or inditeclly, the remuneration cf the managing agent 
lllll!lngiug director or any other director, or 

(ii) the Jcnppoinln!clli after t11e ZIB1. ,]ay of Jn:y, 1951, of~ ll!a11nginrr 
agent li<!ltling Gllicc "'' snch on that <late or :he appointment uf a !lew 

omcc'"'''lch on 
!Jy the Central 

1JliV,\C ~OlllJl!lll)' Ull]CciB 

7. Insertion o1' new ECctionG 1530 und IU3D ill A~t VII of 1913.-ln !'art iV oi the 

]lliucipnl Act, lll"iO' ,. seeti<"l ].'>J, ill<" followi11g hndinr; and ~cctionH shall tc inserted, 
nmuely:-

"AIIenurtivc •·emcdy to wiHding up i" c,rses of misma,age,·;e,t or oj>j;rcssio" 

comjHliiJ' in cr pr~Judicial """'"cr or 
o]>presscs WithoHl ]>rejmlicc to nnyothernc!ion thnt 

may be taken whether in pllrsuancc of tld8 Act or nny other law for the time being 
in force, any membq1 of a CO!Hpnny who complaius 11m! the niTairs of t11e company 
nrcbeiugconductcll-

(a) inn lllanncr prcjlHlicinl to the interests of the company, or 

(b) in rrm,umer opprc,;si,·c to some p:trt of the member~ 
may make an applkntion to the comi for an 
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()[ no\ t\1~11 one hunrl1ed ;11 

nnln)JCl' of tl:e !llemlJcr~ of the COill)J<\11)" or 1101 Jess than one-tenth in 

unml!e1· of lhe llletll]Jers, which eyer is 

{ii) l1ol<1~ !IOllcoo thntl OlJC·tenth of the ~har~ capital of l11c COllliKl!H 

upon which ~ll cnlls and other sums tlne have been pai1l and • 

!80S (Act V of ltoS) shall 

to such "Pl'litntou 1•s it fl:P!Jiics t" all}' suit witllin the 

thalrule, 

('( 

(a) that tl:e ''OillffCUy'~ uJhirs are lJ~iu~ com\nctcll as nf,rcsai!l, ·uHl 

(b) that lo v:in,] up the L'.>lll)'ally wonl1l nnfnirly lliHlJnalerinlly p1rin<licr the 

company or fllly parto[ito lml olherwi"c the 

to nn CIHl il1c tnnllcrs colllj•laiued of. mnk~ 

(a)thC!C):;tilntiolJofthccuwluct"fthcconlpany'"nff"irs;nfHlurc 

(b) t~~~:~'~:~~::::·,:r~r l~:~~-col or t,/;h~l~~,~~~,~~~~f' nny ntetniJCI" of the contp,n;- ),y 

company'~cn]Jitnl or otherwise: 

(d) il:e t~rminntion of any "!~r~cntc·nt. 

king>t 
of the 

the cvtlocnt of the pari}' 
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(/) the r.clting nsi•le of 

the altCt!\lioiJS or n<l<lilions 

llla<le l>y a ICBJlntion of the companY, and 

prov:s:o11~ of this ,..,!J-section, the cvmrnny and "very ollic"r o) the compl\11)' who is 

in <ldault sllalliJc pnn'shal>lc \\"ilh fine which \\IJY r"lcwlto fin, thon~:uHl rnpcer,. 

(b) II ohnll be lnwfttl for lhP C•Hilt Ltpc1n the a)Jplicati"n of cny ,-,ctitio)ncr or of 

to un<lcr t11:s ""ct'un nncl npou Bnclt 

ling the C•>lldttcl of the 

itt relntion to the ll]lplkatiou 

('I) Wltcrc nuy matt<\gcr, 

invohcd in the 

<~r-pJ:c"t:on. 

(l(jln 

1\lfllJngcr, ntllllnging 

'lltch inte-rim ord~r ns illhinks fit [vr 1~gula· 
lite lll:ll'i";<•Jf~ fit1al ,,,jc,,. 

pcrs.ln he a<l<lc<l ill tlt~ 

ltH!; m·""l'l'licd or rd:liJtcrl or l>~cnmc li"Hc or "ccottnlnb'c for nny 111')\\~)' M rropcrty 

m:fnpJ>l;cntion, relniucr, tnC!'fct<f.nn~c or hrcach of lrnst J\8 the c,)\l\'lth;uks ins!, tmrl 

tltcptov:sionH of s~c•ions and of this Acte,hnll apply"'' thf_r apply ton 

(]tC C0li18C of lJei\\f;WO\lliC] H\l 
J;,·ft•'""""""·-Fe< lltc l""·po,;cs of thiH secti011, 1\IIJ ntntcrial ~ltnngc nfter the 

1~1.'i\ itt the contn>l of n cotttp:wy, <Jr i\\ 

Lhe C.J:np:myshottld bcWu\\ncl np. 
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(a) Ow order shall 110l ;:iYc rise to anr claim on the 1mrt of Lhc mnun;:cr, 

muunging" director or otl1cr tlircctor, n~ the case may IJc, 

or for COlnjKllR:J.lion for lo~s of office or otherwise, whether 

(/'I the unlcr ~hall not .:h·c ri~r to nny cl.~im on the pnrl of :u•y other ]Jetson 

for ,]~mages or for contpensnlion fur ll1c tcrmint.Liou or rcvisiou of any 

{<) 

(.o) 

ol\tcr ngTccmcnt, nn<l 

ycnrs from tile <late of the onler 

londaH the mnnnt:cr, 
con1pnny for n period of 

hn"l>Ll'n;:ivcllallopj>Ol'lUllilyDflwin::heard;nlhcH\a\lcl-, 

Exj•laualiou-ln this HCction. the cxprcm•ion nofl~ci!ll~ of a muuagill); ag~nl, 

(<1) m•y finn of which lh~ lll'lll:cging a~:~nt 

(/') nny J>al\ncr of llw lll8!Higing n>:~nt ; 

(c) nuy I••h·atc COIIljJany in which the mnn 11 ging ">:cnl or Any partner of the 

diredor, 
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s. Insortion of new soation 2~9B in Aot VII of U13. -Afl~r s~cliou 2R9A of the 
t1rincipal Act. ihc following section Rhall h~ inRcrlc•ol, "'l>nely ,-

2SD]l, Power of Ccnfl'r<l Govcmmclll lo aj'j'oint 
malw rules i11 maltcr.<-(1) 

inrc1Giionloan:r1llnllcrnr:sing-onl of section 

(c) of section S7ll, scctiou B7llU, or s~ction fl7CC, ll1c Ccnlt'll\ nuvcnnncut 

of no\ 11wre than three 

of \hem lo lhc chnir.mm 
thereof 

(2) ll shalllm the cluty of the to illl"JUirc into anLl n<lvisc the 
c~nlral GoYcrnment on all applicnlil>llS fur nppmvnl 

U) 

(ii shal\Le in su~h l\lrnt as 

1•1 

l'rovidrd ihnl IIOlhitlg in thiR sub-section shall npply to a pri,·nt~ C•lmpn11J' 

which i~ not the nonwt~ing- >\~CIIl oljllll>lic a compa11y, 

(S) l"m the J>llrposc of IIJa],illg any itHjllil'J' li!Hler this scctiou the conlmissio~l 

(n) require ll•~ production hdore it ol other clocutncllls in the 
pO!\SCssioncustD!ly or control of the C<!lll]"'n} tvntlyoun!lcr 
llnilci-ClHJHiry; 

(/;) cnlllor nny [Hrlhcr i11formation or 

opillion tlwt s11ch illformnlion in on\~1· thnl 
the hooks or <Jthcr rlocutucnts JlrD!lllce•l Jwforc it may niTor<l fnlly 

pnrticnlnrs of l\w mnttcr to which tl•cr pmpotlto rclnte; 

(c) with ~nch 

lhcref1om: 

(d) 
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(Ill ,],JCll!llCttls 

(') 

madei!lerenmler. 

Repeal of Orillnanco III of 1951.-{1) The hl(Ean Companies Am~nchucml 

Ordinance, 1951 III of Hl51 is herelJy repea1 cd. 

(2) Kotwitllstmuling snell repeal. 
exercise of any power conferred JJy 

do1w or any action taken in the 
OnliJJance shall Le <leenH~ll to 

ha1·e -~J~en done or taken in the exercise of the powers cotlferred by or t!!Hlcr this ,\ct, 

as if th:s Atl were in force on the day ou \; hich such tl1it1g 
tnken, 

done or acti•)ll Vi<\S 
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INDIAN MERCHANDISE MARKS ACT. 

Notification S. R. 0,-440. 

SRO·ol 10.-In cxcccise of the powers conferrccllJ}' sub-~cction (!) of section lZA 

of the Ju·lian :lferchandise llrarks Act !839 (lV of IS89), ancl in supersession of lh~ 

(b) \\'here such goods nre m~de or prod need in one conutry and packed in 
canlaiu~rs mad,, o•· P' odnced in mntllcr, the indi~ation s!Ja11 specify such 

counlrie> 

(t) Where ou.:h goods partly or wlwlly made or produced iu one couulry 

collnlrics outsiC:e India" shall be deemed to be oullicielll for the purpose~ 

of this uotif,cMiuu. 

{<1) \Vhcre ~ucb go<ds nre produced inn foreign connlly but 
cmbellislteJ in lntli:t. the cot:ntry of o'igiu and the wOt<ls 
iu Tndin" A hall be indicated. 

\Vh~re due to lh<e muallncss of the size of the gootls o•· othen-.-ise it is 

3. Jnthisuotificatiou :-

(a) The c:-:p:cssiou "Containers or coveriugs ' includes <1 wrapper, co'"e,·, baud, 

forsnlc; 

(b) "Lnbcl" i!l;l1H1es ;.11y lidict, Land, card or tag; 

(o) inserted, secured, fasleneU, 
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SC:l!l\DUI;r;; 

l'AR'l' I. 

Goods made or produced outside India and the State of 
Jammu and Kashmir and imported into India. ----

Hem 
No. Class of goo,ls 

1. (a) Appar~tHSC<; and applialll'CS, electric 
and all kllldo, asscmhlc<l. 

(L) l'iuts. spat·c p~rls and acccssodes 

Electric cells nucl bn\t~ties of nll kil!<ls in
cluding primary 1Jatlctks fo:· dry cells, 

flash lamps, torch type, motor car bat

teries, and also plates for motor ,-chicle 
baltcrks. 

Fonnlnin pen barrelR. 

Chctnic:.ls, clmgs, metlicinco "ncl phar
macctlticnl prod nets of n\1 kintls. 

6, Cigarettes. 

Fentc 

Lanterns atHllan:ps of n.ll ki!alo inclndin.c: 
c'.cctric torches an~ flashlights nllll n.1tlo-
mobile lamps. 

9, (n) MHllincry of nl! kitul~. assembled, 

10, Piec~,;oo:ls of cotton, silk, nr:ific~l silk 

staple fibre yarn and wool indndi11g mix-

11. Stationery goo,ls, all kinds. 

12, l'ilcsofallk\nd<, 

]3, 1\lanu!ncturcsof wood, 

·~·:~~~:.prcvaralious or ull kindo imludiug 

(b) On the cout~iucrs 

On the goods them 

On the coutninns or 

co,•criug,, 

On the goo\:s them~elHs 

0:1 lliC f:onJo lhCIIISClVCS, 

On the crn!oincrs or 

covering~. or otherwise. 

Ou the goods lhemsclve~. 

On the eOillaincrs or 

CoYcring~, or otherwise, 

On the g-oods themselves. 

On the containers or 
covcri11gs. 
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ltem 
No. 

of goods 

15. (a) Wood and tim!Jer. in logs. 

W, 

{b) Wood and tim!Jer, in piece,, plank.; 01 

scantlings. 

n1lifiei!ll oil!-, 

)•le wool, inl'lndug J''"" 'I""' 
nut o!mi:-.;tu,.e \'>ilhonPor '"me kitH\o 

of tc"lik ns wl'il as 1·nn•o con-
of sl!nJHls of diiTel'ellt bnrl~ of 

ynn1 COIIIIJined lJy tloc plOC~,<< of 

ing or twisting-. 

17, lrou ingots. 

l'All'l'Il 

1\Ianneri,whkh the 
indicntion shall Le 

nppli~d. 

3 

(a) On the goods themselves 

{l>) On the Ll!!Hlles, nr 

otherwis~ 

On tLe f;<!Ods lliemoelves. 

Goo!ls m:Hle or Jll'Ot\ucOd within Jntl![l. 

a. 

Cigarettes 

Cotton piecegnods excepting llandloom 

cloth, 

l'rimary and oecondmy l•at!eries of all 
kin<ls such n,; dry cells for fl:u,h ltghto, 

rndio,;, etc,. ,; 11 <1 ~tor age batteries nf the 

motor vel1ielc, 

er_ytypes,,;ntl plates motorn,)li-

delJalleries. 

Yarn of cullvll, 
lj),.eall<l wuol, im·Jnding j-11'11 "i'lt!l out 
of tni:doue with one or mnre kind~ ol l~x

tile fil"cs, "" W\'ll '" '·"" cou~isling ol 
blmnrls "l dilfc·n·nt ld11ds of;~rn tolnl>inerl 

lJy t!Jc pror(•so nl dou!Jliu~ nr [wisti11g. 

phaTlllnC-

Toilet preparations ol nil kinds inclndillg 

Ou the containers or 

On the goud~ them~elvcs. 

Ou the goods themsdveo. 

On thecontaineJS or 
covetings, 
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INDIAN MERCHANDISE I\'iARKS ACT. 

Circular No. 127-1951 Calcutta, 5th June H:l51. 

I<'rom-Bc:n:;;al Chamher of Commerce. 

'fo-All members of the Chamber. 

Indian TvTerchandise Marks Act,)889. 

iiiE~W: I reproduce for the information of members a !cll<:r No. 
2104 elated Hlth l\fcnch from the Chamber to the Secretary, \linistry 
of Commerce aml Inc\ustry, Gon~rnment of Jnrlia an{l his reply, letter 

No. Hl9 (1) 'l'r (UJI)/51 of 2n:l June. 

Chamber Letter referred to 

I have to thrml: yon for the copy of NoliiicaliolJ No. 301 (5)-'l'r 
(1\Dl)/.JS of the 2nd ll'larch. 

It is ohservc:J that in their rc:dscd form the draft !!](]ian 
Merchandise ::IIarks Act Rules are more workaLlc than thooe ptdJlished 
on the 2nd September, 1950 and the Chamber is grateful for the care 
that has been taken by the Goverument of India to meet the reqnire· 
ments of commerce and intlnstry by the amendments now 
There an~, however, several points lo which the Cbamber to call 
your attention in order that there may be as few complications as 

;;;s:~e when the Rules are finally put into operation. These questions 

(1) Wood aml timb~t 

'l'wo prob1~ms arc likely to arise from the 
tlH! marking; of this class o[ timb~r "on 

The first is that a!Hl scantlings which arc 
at the butt enll of each 
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It is also 
into effect, their working in 
a lapse of six month>.' time. 

thnt wl1eu the 
to this item may be 

of the country origin slrun;)('d on the ontsicle l1onrds o[ the lmndles. 
'l'he Chamber thinks tint it wou!tl he alh·isnble to make specific 
mention !111'ler item 15 (b) of''plywootl t~a chests [or packing". 

(2) Jiofor Car flatteries and also fl!ates for Jlotor 
Vclzicle Batteries-Item 3 Part]. 

'iVhiht nwrking "on the goolls themselves" no special 
difficulties in of !!10\or c:tr b:tt!cries, in case of plates for 
lntteriea it neeess:uy for the mannfael!lrers ;:thread Lo have 
special moulds made for lhc comp_nativcly quantity of 
snch importe,J into l!Hlia. 'l'hc snDll plate lng at shoulder 
is the only of th~ plate 011 whic11 the of can be 
indicated then only vcr? roughly. Ill 
nnmher is included on the plate when the plate 
to ickutily di!Terent types 
complete i\fter the 
the plate to be cl"annl 
Lnhhes in onler lhat they arc fit next process c. the 
up (or welding np) into phlc gToClps. 8:!.ch of the three cells of a 
\o:t b:1ttery hns two p1atc gtonps. On the specimen enclosed a 

knife cnt mark has been 111:\de C~.cro~s the which would 
the point nt which the lllatc is or 'in:l<kd ou to the 

;:;roup b:cr ruul this furtlil'r rerlnces the alllQ\llll of spnce avnilnlJ!c for 
any such marks. Sevetal specimen buttery plates have 1Je~u ~cnt to you 
nmk1· sr;parate cover to illnslratc these c~imcnltics. 

Stomge batte1·ics of motor "''chicles, Tmin lighting and 
motor vehicle 

Schedule. 
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(3) Stationery-Item 11 of Part I of the Schedt1le. 

It has been noted that this item is omitted from Part II of the 
Schedule and it is not clear to the Chamber whether there is any obliga· 
tion on printers to mark their stationery goods, ou the containers or 
coverings, when the stationery is printed in India on paper or cards 
imported from abro::td. Clarification of this point seems to be required 
and will be appreciated. 

(4) hldicatio11 of Country of Origin. 

In order that there should be no misunderstanding, the Chamber 
will be glad to know whether it wottld be stdlicient for the purposes 
of Rule I (a) if imllD~ttd goot!s were marked with the name and address 
of the foreign supplitr, viz:-

Messrs. WYZ & Co. 

liANCHI~STER, ~NGJ.,AND. 

or whether it would be necessary to add the words "Made in England" 
in such an instance. It appears to the Chamber from the wording of 
this rnle that the address would itself be an adequate indication of the 
counby of origin; but before the Rules are pnt into effect, manufac
turers abroad will need to be clearly instructed on the method of 
ma1kiug to be adopted. 

Government's letter referred to 

With refere11cc to your latter No. 2104 dated the !Gth March 1951, 
on the above subject, I am directed to observe as follows on the various 
poiuts mentioned by you. 

(i} W vod and timber iu Pieces, Planks of scautlings. 

'l'he Government of India do not at present consider it necessary 
to issue any instructions to Customs authorities in regard to the 
tre~tmeiJt to be give in respect of planks and scantlings which may 
arnve. lo?se on _account ~f the wire with which they are bundled 
?reaklug. m traus1t, The Indication may be applied illlmediately after 
1m porta bon, 

The Govermue11t of India are not clear as to the difficulty 
antici~ated by the tea int~r~sts in your Chamber as to the adequacy of 
stamp_mg t~le.couutry of ongm ou the outside boards of bundles. As far 
as th1s lVIimstry c~11 express~~~ opinion in the matters, such stampit1g 
would seem to COJJStltute cornpbaucc with the ntles. 
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(ii) Motor em· batteries and plates for motor 't'elticles batteries, 

Attention is invited to the definition of the term •·applied" i~1 para 3 
of SRO 440. If, for the reasons staterl by you, it i~. impracttc~ble to 
print the country of origin on the plates for m~tor v~lucle ~at~en~s, the 
requirement of SRO 440 would seem ~o be 5at1sfied If the mdJcatiOn of 
the country of origin is made on anythmg attached, aunexe~l, secured or 
fastened to the plates. 

(iti) Statio1zery. 

As far as the Government of India can see SRO 440 does not 
place any obligation on the prin.ter in India to ma~k tl1eir _stati~nery 
goods, or their containers or covermgs, when the stat10nery IS pnnted 
in India on paper or cards importecl from abroad. 

(iv) ltidication of country of o1'igin. 

The Government of India arc inclined to think that the indication 
of the 1mme and address of the foreign supplier of importee] goods would 
not by itself be sufficient compliance" ith the requirements of SRO 440, 
and that an indication such as "Made in England'' would be necessary 
in addition. 

2. With reference to your letler No. 2637 dated tlle 4th April 195_1, 
I am to say that if goods manufactured in Engla.nd .are packed Ill 
containers made in India, it would seem necessary t? mdtc~t~. the latter 
fact Ly the addition of the indicaticu "Packed 111 Iudm o~· other 
similar legend. As regards vitamin ampoules and tablets, wlllcl~ are 
manufactured in India from raw materials imp01ted from abroa~l, 1tem 
5 of part 1 of the Schedule would seem to apply at the tune of 
importation and item 5 of Part II of the Schedule would seem to apply 
at the time of the sale of the finished product. Iu the latter case the 
indication "Processed in India" would seem to be 11ecessary. 
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Circular No. 215-1951 Calctttta 14th September 1951. 
From-Bengal Chamber of Commerce, 
'l'o-All members of the Chamber. 

Indian Merchandise Marks Act: NoWication No. SR0-440 
dated 31st, 1\'Iarch 1951. 

lV!ni'>IO: -I reprodttce for the information of members a copy of the 
Chamber's letter dated 2nd August to the Government of Inrlia Minis
try of Commerce and lndttstry and the latter's reply of the 8th Septem
ber. 'rhis is in c:mtinualion of Circttlar No. 127-1951 of the 5th June. 

f_.ettcr of 2nd August referred to, 
In continuation of the correspondence concerning Indian ll[etcbau

<lisc Marks Act Rnles, resting with your leltcr No. 199(1) ('l'R l\tll'l) 51 
of the 2tJd June, the Chamber woulcl be glad to have the following: point 
clarified. As yon know Rule I(a) provides that goods must be marked 
with the Country of Origin on importation and at the time of sale. 
Although in Part I of the Schedule it is prescribed that parts of 
machinery, spare parts and accessories may have the Jlecessary marks 
on the containers or coverings or otherwise, there is some dottbt among 
member concerns as to whether this won!(\ setve the purposes of the 
rules at "the time of sale" >.ince a number of such parts may be 
contained in one container or covering at the time of import and 
afterwards l1c clhtr;Jmte(\ for sale. 

It appears to the Chamber that provided the goods are so martcd 
when first sold, the r~quhemenls of th~ rt1lcs would be met, atHl should 
there be a suhscqnotl re-sale of parts temoved fr 0 m their coverings or 
containers, it is obviously tH .. t only difficult but in some instances 
impossible to provide for marking. 'fhe Chamb~r would, neve1thelcss, 
be glad to have your cunfirmation of the correctness of this assumpt10n. 

Lcitcl' of 8th Scflembcr 1"efc1"ted to. 

Wi~h refcrettce to yonr Idler No. 5G3G, dated the 2nd August 1951, 
I am rlnectcd to say that umler item~ 1 {h) and 9 {b) of l'mt 1 of the 
Schedule lo SRO 228 of the 24th Fcl,ru:uy iHSI. the indication of 
the .cou11try of ori~in is, in the case of p.1rts, spare parts and ace,;· 
ssoncs, to be applted ou the containers, coverings, or otherwise. 
So long as the articles are sold in containers or coverings, whether at 
the fir_st or snhserjucnt sales, there would preanuubly be 110 difficulty in 
apply~11g the indication of the country of ori~iu to the containers or 
covermgs. Where the smallest unit of packing is broken up a 11d the 
cou.teJJts £old loo~c and naked (as in the retail trade itJ tlte case of £ome 
art_Jcl.es), the requ.tremcnts of the SRO would r;ecm to de satisfied if that 
umt JS marked W1tl1 tlte cotmtry of origiu. 
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Circttlar No. 11-1952 Calctltta llthJauuary 1952. 

Prom-Bengal Chamber of Commerce, 

~l'o-All Members of the Chamber. 

Indian Merchandise Marks Act : Notification No. SRO. 440 dated 
31st March, 1952. 
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}.1 1uro.-T repro:luc~ for the information of members the ChamUer's 
letter elated 20th Aug:u~t H.l51 to the Government of India, Ministry of 
Cnuuucrce and Industry ancl th~ latter's r<.'ply of the 7t1.I rmuary 
HJ52. 1'bis is in continuation of Circular No. 215-H.l51 of the 14th 

September 1951. 
B. C. C. Letter dated 20~8-52 l"f/erred to 

1-:urther to mv letter No. 5G3G of the 2nd August rtnd with reference 
to your letter N~. 199 (1) 1'r {Ml\-f).151 of the 2nd June Hl5l, manu
facturers of pharmaceutical preparations in the Chamber have brought 
to the Chamber's notice the clifficnlty in application of the marking 
proccclttre mentioned in your final paragraph. In this you stated that 
•• As regards vitamin ampoules and tablets, which arc manufactttred in 
India from raw materials imported from abroad, item 5 of Part I of the 
Schedule would seem to apply at the time of the sale of the above 
product. In the latter case the indication "processed in India'' would 

seem to be necessary". 

2. 1'he Chamber wonlil he glad to have this question re-considered 
hy Government because, assuming that such a rule has to be followed 
in the case of all pharmaceutical lJreparations manufactured in the 
country which contain imt'>orted material-;, very few such preparations 
would escape the rule, since a very small proportion are made purely 

from indigenous materials. 

3. This does not sce!ll to be the intention of the lVIercbandise 
IIIarks Act aiJd the Chamber will be gratified to have the matter 

clarified. 
Govef1tii!C1Jt of J11dia letter dated 7-1-52 rejcl't'ed to, 

With reference to your letter No. 6063 dated the, 20th August 1951 
011 the above subject, I am direeted to say that it is not the intention 
that the finished products lurned out of imported ingredients should in 
every case.bc marked as "Processed in India". l'he question whetber 
pharmaceutical preparations which include wholly imported illJ~redients 
or some Imlinn-made ingredients and some imported ingredients should 
be marked as "Made in India'' or as "Processed in Iudia1' would seem 
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to on the circttmstauces of ca::::1 case. 'I' he considera-
tion whether the imported ing-redient underwent manufac-

turin~ processes in India. If they did, it would be correct to mark the 
resultant g-oods ":\fade in India". Where no real 

process was involved, but ouly similar work was done, 

marking should appropriately be ":\lade (foreign country) : Processed 
in Inclia''. Other cases wonld presumably fall between the two extremes 
mentioued above, and each manufacturer must judge for himsdf, in the 
light of the facts of the case, what marking- to make in the cas~ of c:~ch 
of his products, having- dtte regard to the which the 
ents luwe nndcrgone. In case of donbt, could protect by 
explaining it; the "literatttre" or other pnper enclosed with the goocls 
the manner in which tl1e were prcd need. So long- as the 
consumer is given a correct indication of the country of 
!llanufactnre of the goods, it is unlikely that objection will be taken. 

Indian Merchandise Marks Act Rules. 
Circular No. 46-1952 Calcutta lst .March 1952. 

Prom-Beugal Chamber of Commerce. 

To-All members of the Chamber. 

I am directed to refer to this Jlinistry's Notification No. SRO ,J40 
tiated the 31st i\brch, 1951, which thnt on and after the 1st 
January, HJ52, the specified in to the Notification shall 

the goods are imported) and at the time of sal~, 
by wholesale or retail have to them in the Euglish 

langauge an indication of the country which tbey were made or 
produced. 

Part II of the Schedule to the Notification relates to goods made or 
produced within India and contains the following items :-

1. Cigarettes, 

2. 
3. 

kimis snch a.~ dry 

4. 
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5, Chemicals, drugs, medicines an,\ pharmaceutical rroducts 
of all kind:;, 

G. Toilet preparation of all kinds including soaps. 

The Government of India do not to iuclnde further items 
in this part of the Scherlule until the has been in force for 
some time aud experience has been as to its operation. They, 
however, consider that it would be that as many 
possible of Indiau mannracture should be mrrrkecl in India" 
so that the 1mblic at may become aware of the rang-e of products 

!llanufactured in this country. I am 
of so marking the products 

The Government of India_ hope th::tt the practice 
go:>ds '':\fade in Indi::t" would in time be adopted so that 
fLtrthcc legislation to make it compulsory would not become necessary. 
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INDIAN FINANOE ACT, 1951. 

Indian Finance Act 1951 : Taxation of Non-resident 

Shareholders & Pensioners. 

CI.AUSF. 3 

Amendment of section 17, Act XI of 1922. 
With effect from the 1st day of April, 1951, Ute follo\Ving sub-section shall b~ 
substituted for sub-section ( 1) of section 17 of the incotno-tax Act, namely:

"(!) Where a person is not resident in the b:o;:able territories and is not a 
company, the tax, iu~ludiug super-tax, payable by him or on his belulif on !.is 
tola\iucomeahallbeun amount equal to-

~'\) tlte income-to>;: which would be payable on !lis total income 
at themaxlmumrnte, plus 

~b) either the snpel"-tax which "'ould be payable on his total incoute 

• attbemteaplllicablein the case of au individual to the slab 
next to the slab cxemtJt from super-tax, or the soper-tax which would be 

payable on his total income if 1t -wer~ tl1e total incom~ "I a Person resident 
in the taxable territories, whichever is greatu : 

l'rovided that any such person may, ou the fi:st occasion on wl!ich he Ia assess· 
able for any year snLsequcnt to the year eudiug on the Slsl day of March, 
IU51, a11d before tf.e 30th da:; of ]1mc in tilat yca1·, or wliCJ"C t/wjird occasion 
Oil wllic/1 l1cis so asscss~blc frills ilutwg tile year e1tiliug ou the 31st llay of 
M11reh, 1952, before wch date as the Ccutral Board of Rcvcm•c may, by 
11otijicatio11 ill the Official Gru;etle, specify itl t/Ji! behalf, loy notice in 'vriting 
to the ineome-'fax Officer declare (such declaration being final and being 
app1icablclo all assessments thereafter) that the tax, includiug super-tax 
11BJal!le by him o~ on biB behalf on ltis total income shall be determined 
witlt reference to his total world income, nud thereupon such tax shall be an 
amount haring to lhc total amount of tax inclttding st1 p~t·-tax which would 
l:nnloeen payableonhistotnlworld income had it J.oecultis total income 
\he same proportionashislol.nl incomel:earsto histotnlworld income", 
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Taxation of Non-residant Shareholders & Pensioners. 
li.No.5e(I3)I.T./51. 

CENTRAL BOARD OF REVENUE 

New Dcllli, tlw 9th May 1951 
CIRCULAR No. 21 ( XLHI-1) 011 1951 

l'fon-rooi!lcnts-Option ot being ass~sooa on tho Jmsl.s of world 
incoma-Inatruotionsrogarding. 

Attention isinvitcdtotheamendments mailetoseetionJ7ofthcludian Iucome
'J',\x Act loy sediou 3 of the Finance Act 1951, Before this amendment, a non-resi
dent wlto was a citizen of Iudin or Ilrit!sh subject, was chargeable to income-tax on 
his Indian Income at the rate appropliate to l1is total world income, while nuy 
other noe-resident \Vas chsrgcnble at the maximum rate, In regat·d to supe;-ta:<, 
ho,vever all nou-rcsitleuts were treated alike and had to p'!.y super-tax at the rate 
applicable to thclr t:>tal\vorhl iucomc. 'l'he n!JJeUilmeut uo,vmnde nbolislt('stlte 
distinctionlJascd on nationality with thcresultthatthetotalincomeof all non-resi
dents is now cltargenblc to income-tax nt the mnximntn rate, In regard to super-las: 
the basis of charge has !Jecu lll6terially altered, 'l'he totd income of all non-residents 
other than companies will henceforth be chargeable at a fisl mte of Super-tax, namely, 
the rate npplicnblc to the slab next to the slab exempt rrom Super-tax wbicll, accor
ding to the Finance Act, 1951 is 3 ann as in tlte rnp~c }>!u.1 1/:!0th thereof as Surcharge. 
'J'his is, ho\vcver, subject to tlte condition that the amount of Super-tax plus Surclta~ge 
sltullnot be less than the Super-ta:10 nn~l Surcharge payab'e by a resident having the 
same totalineo!lle. 'l'heamended section 17 of the Indianiuconte-:n:<Actdoes, ho1V· 
C\"Cr, give to all non-resident persons an opportunity to e::.:ercisc, 'Vilhinn certain 
time limit, tbc optiou of beiug assess~d on the old hlsis, i, c, Ill the rate applicable to 
their total worl ~ income the option once exercised being: irrevocable. 

2. A non-resident person may ou th~ first occasiou on which lt~ is nss~ssaUie for 
l951-52oralatcrycaraudbeforethe30thdayofJnneinthstycar,declarehynoticeiu 
writing to lhe Iucomc-tn:< Officer that th~ la."':, including the super-tax payUie by him 
or on his behalf, on his total income shnll he detcrm[ned with reference to his total 
world income. If, however, tlte first occaskn on whiclt a non-resident person i~ 

asscssalole falls during the nssessment year !951-52, Ute said option m~y he exercis~d 

by the 31st October 1951-thc d6te specifi<>d by the Board lu this behalf. As obsen-ed 
abo,·e, the option once exercised shall be final and will be applicab:: lo nll s1:boe· 

quentasscssmentyears. . 
3. AU Income-tn:o;;: Officers who assess Comtmnics should immcd{.rrlely mform 

all Companies ill tflcir }urisdictio11 tltat they (the companies} should, without d~lay, 
\JJiog the new provisions t·elating to tltc c:<CJ"cisc of option referred to above to !he 
uotice of their non-resident shareholders sons to enable them to esercise the option 
within the tlllle limit to their best advantage. !'ending the declnraUon of sncb 
oplion, the companies must be told that super-tnx and sucharge sllould be deducted 
in accordance with clause (b) of scctionl7 (I) i.e. at3nnnasin therupeej>lus5pct 
cent, unless the gross dividend of lite shareholder concerned exceeds Rs. 73,75(1. 
If the gross dividend exceeds Rs. 'l3,750, super-lax and surcharge should be deducted 
at the rate applicable to snell gross dividend treating it 6S the total income of the 
shareholder, 

4. It should also be brottght to t11c notice of all prh•nte employers, lliat tltcy 
tnay <lc<luet income-tax nt t11e ma:<imum rnte and Super-b:< at 3 annas ln the rupee or 
at the rate applicable to the pension paid to a tton·rcsidcnl persotJ, trcatin~ it 115 Ute 
lucome of a resident individual, wJ1iche\'Cr is higher. lf the pensioner el_ects 
tobenssessedat tbcrateapplicab1c to bia to!Biworl<l income, locforc the prcscnbed 
dale, aud nnyaddltional toxbecotnespayablc, the employerRhOtlidunrlertnkc to.ad· 
just lite short deduction, ifauy, ntisiugonlbebnsiaoftltepensi_onc:'sfinnl optton. 
The employer mny obtain the declaration of his pensioner aud file It with the Incotnc-

tax Officer who assesses the employer. (Sd) s. r. r,AHIRI, 

Seoretary, C111tra1 Boa!"d of Rcvcm<c, 
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Tax.ation of non-resident shareholders and pensioners. 

Circular No. 122-1951 Calcutta 2Gtb May, 1951. 

From-Beng.<J.l Chamber of Commerce, 

To-All Members of the Chamber. 

~· Members ~re aware that non-residents have been affected by 
Section 3 ?f the Fmauce Act, 1951, which has amended Section 17 (!) 
of the Indtau Income 'l'ax Act, and it is felt that they should now advise 
their non-resident shareholders of the position. 

.. 2. Under the Finance Act it is necessary for all companies paying 
dtvtdeuds to non-resident individual shareholders to deduct:-

(a) Income Tax at the maximum rate (i.e. 4 antms plus 5% 
surcharge) 011 any profits which have not borne tax and 

(b) SnJ:er Tax at the rate applicable in the case of an' indivi
dual to the slab next to the slab exempt from Super 'rax 
(at p:esent 3 nunas plus 5% surcharge), or the Super Tax 

~S~~::.ble to the total of the dividends paid, whichever is 

alte:~at~:::~ as a non-resident individual is concerned there are two 

EITHER 

he is assessed to :-
(the basic method) 

(a) Income Tax at the maximum rate (i, e at present 4 anuas 

r~sl I5~. surcharge) or the Super 'l'a~ applicable to his 
0 a n tan lncorue, whichever is greater. 

OR 
(the optional method) 

he has the option to be assessed . I . 
at the same rates ll1 ndm ou his lttdian Income 
by reference to hisa~:~d af~~~:~~e to residents, but calculated 

4. If it is desired to e:xerc. h, , . 
~he first year after 1950151 in whic~se t .1s ~P~IOtttt .must be e~ercised in 
Ill years other ill an the current e anmdtv1dual 1s uon~:esrdent, and 
In the current year, IJOwever, it ~aasr before the 30th June m . that year. 
of additional time will be given and been agre~d that a .certam amount 
by notification No. 40 dated the tll~: Centtal Board of Revenue .ha~e 
appencled-extenrled the time witbi 1 ~ May 195~-n copy ofwluch ts 
up to the 31st October 1951. 1 wluch the option may be exercised 
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5. If the option is exercised it is apparent that there will be some 
saving in Income 'fax in that the rate applicable to individuals, however 
high the income, does net reach the maximum rate, while it is a ques
tion of the circumstauccs in each individual case to determine what rate 
of Super Tax, if auy is applicable, a Schedule comparing the incidence 
of these taxes (a) under the basic method and (b) under the optional 
n ethod on a selected range of incomes is attached. 

6, The rates of Indiau Income Tax and Super Tax for the current 
year {1951-52) for individuals are as follows:-

Income Tax Rate 
1. On the first Rs. 1,500 

of total income 
2. On the next Rs. 3,500 

of total income 

B. On the next Rs. 5,000 
of total income 

4. On the next Rs. s,oon 
of total income 

5. On the Ualance of 
total income 

Super Tax 
1. On the first Rs. 25,000 

of total income 

2. On the next Rs. 15,000 
of total income 

3. On the next Rs. 15,000 
of total income 

4. On the next Rs. 15,000 
of total income 

5. On the next Rs. 15,000 
of total inc0 me 

6, On the uextRs. 15,000 
of total income 

Nil 

Nine pies in the rupee 

Que anna and nine 
pies iu the rupee 

1'brec auuas in the 
rupee 

Four aunas in the 
rupee 

Rate 
Nil 

1'hree aunas in the 
rupee 

Four annas in the 
rupee 

Six aunas in the 
rupee 

Seven annns in th:! 
rupee 

Seven aud a half 
aunas in the rupee 

Surcharge 

Nil 

Due-twentieth rate 
specified in thl! 

preceding cohwm. 
Do. 

Do. 

Do. 

Surcharge 
Nil 

One-twentieth of tl1e 
rate specified in the 
preceding column. 

Do. 

Do. 

Do. 

Do. 

7. On the next Rs. 50,000 Eight annas in the Do. 
of total income ntpee 

S. On the balance total Eight and a half Do. 
income annas in the rupee 

7. At discussions with the Central Board of Revenue it was 
pointed out that hardshills would arise if Compnni~s were compelled to 
continue to deduct Super 'l'ax from non-resident shareholders whose 
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World Income ''as below the Super Tax limits, aud the Central no:nd 
of Ren:onne .-erba1ly Lhat Tax exemption cerlific:1tes 
may bC' issned by Tax Officers such cases. This pro\'ision 
cannot until the Act has beeu amended to of 
Super exception in llu.' case of income from 

8. 'l'he proceOure visualised is that llle individual shareholder will 
obtaiu from his of Taxes in the U. K. or el~e'l·hcre :l 

ccrtific~te of his Income based on his bst completed assessment 
and that certificate will be fon1·mdcd to the Income 'I'ax Officer in 
whose District he is assessable. Jn the case of those with 110 income in 
India other than dividends, the Income Tax Officer with jurisdiction 
is the Non-Residents' Refund Circle, Bombay, 

After the Tax exemption certificate has been obtained it will 
be filed \\·ith the Com patties from whom the slmrehoWer n:ccivcs 
dil'idcnds aut1 those will thr:n cease derlnctiug Super 'I'nx 

out, the arrangement with reg-ard 
a>vaits an amc11tlment to the Act, 

it is essential that shareholders shonld consider their position 

at ~n date and decide whether or not they wish to exercise the 
optton. option-it is emphasised-can only be exercised 
oc1ce and in the case of thore uow non-resident the option must 
be exercised during 1851/52 prior to the 31st October Hl51. It is 
desirable that non-resident shareholders should be advised of this 
position as soon as possiLle. 

10. It wny Lc of <Jssistance to iudividunls in the U. K. if the 
letter exercisillg the option is first forwarded to a Company iu which 
they have shares and that Compa11y forwards the letter to the Income 
Ta~ ~llicer in Bombay in a manner CllSttriug ackuowlcdgmeut, so that 
thete lS :l. permanent record that the option has been exercised. It is 
of course possible that some Compauies will be to act as 

~g:n.ts for their non-resident shareholders but a matter for 
mdtvtclur~l decision. 

-:-ell. A of the Central Board of Rcvetnte's Circular F. No. 
5G(~S) I. 1'/:Jl 9th ~'fay is attached. In so far as it relates to noll' 
UJSidwt {!cusiotlcrs, it adds to the information already known two 

tlwt the option nuder Section 17 (I) must be 

1 the 31st. Odober 1951 nnd (ii) that employers may deduct tax at 
tIe rate:~ -~pphcable to the 011ly provided the employer assumes 
responstbthty for any short of tax. 
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Circular No. 128-1951 Calcutta, S'th Juue 1951. 
From-Beugal Chamber cf Commerce. 
To-All members of the Chamber. 
Deduction of tax from dividends pn,id to non-resident shareholders. 

Prcpamtion of letters for use in application. 

Chamber ha1·e taken iu hand t!tc 
lctler which compa11ies with uon-resirlcnt 

may to utilise in explaining to the latter the effects on them of the 
receut nmcudmcut of Section 17(!) of the Indirtu Income T[tx Act antl 
the action they should take as a result. 

2. The letter is attached with the draft of a 
letter which non-resident shareholder a'Jdre~s to the 
priate income-tax oilicer in India in exercise of the option to 
non-residents nnder the proviso to section 17(1) as now amended, Addi
tional of the specimen letlcr and its accompJnimcnt may be 

to the Cltal!lber bctt if these are required in 
for them at the actual cost of paper 

Income Sub-Committee hr~ve examined a number of 
points which have been refet'l'etl to them \l'ith the following results:~ 

(:1) It has been confirmed by reference to the Central Boarcl of 
Revenue that the ~~1st October 1951 is the date before which 

a!! assessees, whether or not 
resideuts, may e;.;Ncisc the optiou under 17(1) during 
the rtsscssment year cm1i11g on tlte :'list 1\rarch 1852. 

(b) As the onus I'esls en the of determining whether a 
sltarchoidcr is resident 01 for the purpose oftnx 

not a tJOil·n:sideut. 
(c) U11lil the company 

tiou certificate 
cleclueted from shr.reholder, it is 

deducting tax at the 
in 17(1), j, c. income-tax at four 

annas iu the plus 5% and super-tax at 3 annas plus 5% 
or, if the total grossed-up di'l'idencl exceeds Rs. 73,750 
(£5531_) a year, at the incrcnscd rate :1ppropriate to the 

higher ludi:111 Income . 

.-.s.-~.1 .................. ~------------------c·.~ ~~~-~~ 
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Indian Finance Act, 1951. 
Deduction of Ta.'-: from dividends jJaid to Non-Resident Shareholders. 

The purpose of this letter is to explain to you, as a non-resident 
shareholder iu the abovefonr Company, the eiTect which the recent 
change in the Imlian Income-Tax Act (amendll!e:Jt of Section 17, Act 
XI of 1922) will have in the first phce D!l the actual dividend you will 

receive from the Company and secondly ou your liability by virtue of 
that dividend to Indian Utxation. 

2. Defore the introdnction of the amendment the position was as 
follows:-

Income Tax: ]'~on-resideut British subjects were assessable on 
their IJH1ian income al the rate appropriate to their total 
world income, while subjects of other natio1Jrrlity nurl 

your own efTc:ctivc: ra(c and the: maximum rate of 
income tax as pai1l by the Company. If your lobi world 
income (]ill 110t exceed Rs. 3(i,OOO/· (.C270) you were 110t 
liable to tax in Imlia nncl the whole amount of income lax 
paid the dividend coul1l be 

authorities. 

Super Tax: Alll!On-resiclents, whether British subjects or 110t, 
were assessable on their Indian income at the rnte applicable 
lo their total world income snbject to the statutory free 
allowance of Rs. 25,000/- (£1875) 011 which no super tax 
was payable. 

No credit was however given for the su1Jer tax by 
the Company on its profits, hut neither was added 
back, as was tbe case with income tax, to arrive at tl1e 
gross clivide!J(l on which your liability to Indian taxfllion 
was dcterminecl, Only when }'Ollr total world income 
exccellcd Rs. 25,00Jj- (£1875) were you liable to pay !';It per 
tax_ 011 yonr dividend and then at the same rate as a 
rcs1dent of J]J(]i:l,. 
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3. "With effect from 1st April 1951, following the 
Indian Parliament of the ameuclment referred to above, 
of n non-resident has been changed as to :-

Income Tax:-\Vhere the person, irrespective of n::ttioualily, is 
non-resident and is not a comp:llly, income tax ""'ill be 
chargeable at the maximum rate (at prese11t As. -/4/-in tl1e 
rupee plns S% su1chflq:;e) with no cxemr·ted minintum, 

nnd 

Super Tax :-At a flat rate (ll present As.-,:'3.'- in the ntpce plus 
5"/., surcharge) or, if the total of the Indian i11come exceeds 
Rs. 73,750(£5531) at the increased rate appropriate to tllc 
higher Indian income. 

It is to note lhal there is 110 louj;er flll}' neces.sity to 
non-huf.irm i1tcomc to arrive at the appropriate rate 

of tax. 

In future then, subject to tlte 
graph 4 below, a compa!J}' when to a 
shareholder will be ohligetl to income tax flt the maximum mtc 
on such part of the dividend as is attributable to profits which have not 
been taxed in the hands of the allll also super Lax (ou the 
g"rossed-up dividend) at either l11e rate noted above or :tt the rate 

the higher. 

to the t<Jtal of the dividend paiJ to the non-resideut 
by the company dnri11g each financial ycflr whichever is 

4. 'l'he aJJlenclmcnt illtrodt1ced in the Itdian Finance Act, 1951, 
coulflins however the 
writing to the Income 
in India on yonr Indiau income at the rates 
world income. 'l'his ia [flct restores you, you are a U. K. non
resident, to the applicnble to the iutrcdnction of the 

amendment as 

1f yon find it in your interest to exercise this and 
it will be to the of a11Y person to do so the 
iuc:ome is below Rs. anunm, yoa should obtflin from your 
Inspector of 'raxes in the K. (or the country residence) a 
certificate of }'Our world income based on your last as:oessment 
in that country and forward this in oriJ:;inal to the Income Tax ~fficer 
j 11 India by whom you have been previously assessed a~ a uon-rcsldcnt. 
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As husbands and wives are separately assessed in India, individual 
incomes shoulrl be stated ou the certificate so that only the income of 
the shareholder will be taken into account. If yon have no income in 
India other tluiu dividends and have not previottsly been assessed iu 
this country as a uou·resideut, then the certificate sl10nld be forwarded 
to the Income Tax Officer, Non.Residents Refund Circle, ChurclJgate 
Street, Fort, Bombay. In both cases the certificate should be accom· 
pauied by a letter stating tbat you wish in future to be assessed in 
India on yonr Indian income at the rate appropriate to your total world 
income and stating also your income from the companies in India iu 
which you hold shares. 

If you wish to adopt this optional method you must exercise your 
option before the following dates:-

(a) If you had income accruing or arising in India during the 
year ended 31st March 1951-before 31st October 1951 ; 

(b) if the current financial year (i.e. 1st April 1951 to 31st 
March 1952) or any subsequent year is the first year iu 
which you receive Itldian income after becoming non· 
resident-before 30th June 1952, or the 30th June of snclt 
subsequent year. 

In ~ither cas~ the option 011C~ exercised is final and biudi11g Dlt afl 
juttll'e «ssessme11ts and ca11not be revol~ed. 

A specimen letter for use in this connection is attached and it is 
suggested that iu the C\'ent of your decidit1g to exercise the option 
available to you, a copy of your letter to the Income '!'ax Officer shotlld 
he sent to us for purposes of record. In the event of your being unable 
to obtain the required certificate of world income from your Inspector of 
l'axes iu time, you should in any case file the option with the Indian 
Illcome Tax Officer before the date specified, indicating iu your letter 
that the relative certificate will follow. 

5, As regards the deduction of super tax from dividends, it is 
uuclerstoo~ that on receipt of your Jetter and accompanying c~rtificate 
of ~orld tncome the Indian Income '!'ax Officer will, in the event of 
Y_our tot~l world income being below the super tax limit, issue an exemp· 
tton certificate enabling the Company to pay you clividends it1 fnture 
whilhout any deduction at source on account of such tax. It will be 
ap_preciated that until such time as the exemption certificate is registered 
wtth the Company, super tax will continue to be deducted at the appro· 
priate rate as laid down in paragraph 3 above. 

We are, dear Sir/Madam, 
Yams faithfully, 

Agellts/MamJgitlg Agents. 
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specimen fetter to be addressed to the I11eome Tax Ofjice1·. 
Note :-In the event of your being unable to obtain the required eertificatc of 

world income from your Inspector of Ta.'!:CS in time, you sl!Ould in any case file this 
option lvltb the Indian Income Ta:.: Officer before t11e date specified, indicntiug In 

your Jetter thnt the relative certificate will follow. 

DEAR SIR, 
Indian Finance Act, 1951 : 

Deduction of Tax from Dividends 
paid to Non-resident Shareholders. 

Itt terms of Section 17(1), of the Indian Income Tax Act, 1922, as 
amended by the Finance Act, 1951, I hereby declnre my desire to be 
assessed in India on the basis that the tax including super tax payable by 
me or on my behalf on my total income shall in future be detenuined 
with reference to my total world income. 

A certificate of total \vorld income as shown by my last completed 
assessment in the United Kingdom (or other country of residence) duly 

signed by the Inspector of'1'axesi!.~~~1~4~1~~:ith and I shall be obliged 

if in acknowledgment of this intimation you will send me a form of 
Indian income ta.x return for my atlentiotJ. 

I attach a list of the Indian Companies from which my income is 
derived and sha.U be glad if you will notify to these Companies the 
appropriate rate of tax for deduction from my dividends in future. 

Yo111·s faithfully. 
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LAW & LEGISLATION-TAXATION 
INDIAN INCOME TAX (AMENDMENT) BILL, 195!. 

Circular No, 13~-1~51 Calcntla, 18th ]nne 19S!, 

From-The Se~retnry, 

lleng~l Chn:n)Jer o[ Com:nerce. 

'l'o-Alllllember~ of the Cha:nber. 

I nlll directed to attach fur the inform~tiou aurl e~rly c.msidcration of ltlember~ 
of the Cl!alllber" C)j>}' of the lnrlinn lneJ uc _'I'.1x (A uendmeut) llill, 1951 intro-
dnced in Pnrlin.uent on the Gth]tl!le, 

The Cha1nbero' informatiJn ic, lh~~ the Jlill will be taken Hp by l'nrlittlllCnl at the 

ill the hands of the Governl!lent of 
Imlb by abonlth~ 2.1n1 July. It will be appreciated in these cir'-'L!!ll~trmcc~ if mem· 

bers of the Chamber who WiBh to sulntlit CJm:ncnt~ on th'-' Bill will kindly do"" to 

that iti tosaybv 

The Indian Income Tax (Amendment) Bill, 1951. 

(AS i:>TJ<.OfJUCl!,!J IK PAR!,IA.II!~N'l') 

DILl, 

ll>eitenactetl by l'arliatnenta,•. fvllow•1 ·-

Tux 
1(An~:~~ltn:~t~:)a::lc,o~~~coment.-(l) This .'l.~Lmny lJt callcll th<O Imli,.n Iucotne· 

(2) It Slinll bc d~emed lo ln1ve come illl·J force 011 the J•,l da)' of April 1£151. 

l\JUA;~:~~~~~~~:,: ::~~::,~;·l~~~s~~,:fl~t9i~12;i·p~:,~:~)t::' Z of the Indian Income-tux Act. 

(a) (2). ll1e fullv1>iug cla11o~ ,,] 11,11 hc ~uhotilllled, ,;am ely:·-

"(2). means n pcrtoll Ly Who:n income-tax, wl1clltcr with or wi!hont 

{b) 

:1111:~:cc;l;0~5 ~~~~:~h011~;,~~:~i~::l ~~:,~:'~,:~~~~ ],:e~~il~~:l~~~ ~;::~~yo::::~-~~·.~:'., ~.: 
Jlaya!JJc nndctthisAcl :" 

i!l 

tobeDirf'clorvfJns· 
poc,o" oppoloCe<lto Lc au Adrli· 
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(c) inclause(6A) :-

(i) itl snb-chl1se (b), after lh:= WJnl "or of 

whet!"' with •Jr withJllt intercot" shall 

{ll) to sub-clnnse (a), the wJrcl ''an\" OCCLtn·ing at the cntl shall 

(iii) after sub-clause (d). the fvlbwing •Lib-clause ohn\1 be insc!'lell, namely :-

pnrl of the a8scl" of the cJn!pany 
any of it~ ehan::hJldere, or 

the compnny <.>n behalf of or f0r tho indi,-i,\LHd benefit of 

ohnrcholders, tv the extent to whi~h Lhe poss<es""" 
accunntlated proJits whether capitnlh;cd or not;" 

J'ro,•idcd tl!nt the lllCOllle·ta-..: Qffl~er j,o of l1jJilli0ll that the Sllll\ HO puir] is in 

effect out of thc ncc1unulnted proftts of the cum~JUilJ : anrl 

any 

the 

which iti9 
<lenrl' fcor flllJ of the ptaposcs of thi~ Ad:" 

(d) for clnu~c (liC) the following clause shnll he snbstitnterl JULl\lcly :

(6C) "income' inelucle 

(i) anything incltttlerl iu 'tlivirleml' 

to haY<.'- been P"id, creditetl or 

meaning of tloi~ An; 

(if) anything wllicl~, l~ndcr Exptrmatiol! 2 to sui 
p:olit received w heu of salary lut lhc 

or nnythi11g dcemerl 

a~ dividend \\ithin tit<> 

(iii) nuy snm deemed !Lnder the ~eCOllll proviso to dnusc (v1i) 

of "nll·Section (2) !0; 

{'<) ~:;:,~:,:ii::::~~:'l:~~:;::;:,:.;~:j;:~::;,::;:;;;:·:,~c::~,: o:,,,::;:;::;,::~,I~~ji:~f 
hy!1imforntcrmoffiflyyenr"or1ess; 
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be deemed to be the inccHne of the year in which the lease is terminated 
or (he lee•or die~ or is dissolved or wotmd n-p as the case nny be; 

interest, \Vhether direct or indirect. in the mauageil 
enterprise or in the new mannging agency, or in both; 

(vi) any capital gain chargeable according to the Provisions of se~ti'" !ZB; 

if any, in any lmsiuess of insurance carrieil ou 
associ~tion c<:>mputed in acconlnnce 

(e) after clansc (GD) the following chu~c shall be inserted, nnmely :-

(/)iuclanse(/1).-

{i) in the provi~o to snb-clnnse (a), after the words "profits nnd gains," the 

words, letter and bracket, "or has exercised the opti~u under clnLJse (c)" 
shnll be inserted; 

(ii) in sub-clause (c). after the worrls "option of the assessee" the words 

"which shall he exercised within twelve months of the setting up of tlte 
business" shall be inserted; 

(g) for sub-clause (a) of clause (/2) the followiug snh-chnse "hull he snhstitntcd 
ttnmely:-

"(a} the secretnry, tre~snrer, man~ger, m"naging agents and, where Ute 

case may be, or the agent of the authority, 
compauy, botly or n~sociation or, in the case of a comp~ny Leiug woHull up, 
the liqllidator thereof, or'": 

bencJidallyeutillecl 
to he 

3, Jt.mll!ldmentof section 4, Aot Xl of 1922.-Iu section 4 of the principal Act,
(a) ittsllh-section(l)-

{i) for tlte second pro,·iso, the following pro,·iso shall be substituted, 
namely:-

'' rr~~:~,~~e f :~rl::~:;i~l~'::, i~~~t!':,~~s:f o:h: ~~:::~~.:,~~~: i~~;~;,~',~i~ ::~d;;~~c~:d~::; 

INDIAN !KCO:>fl! TAX A~IF.NDt>rEN'.r niLL, 1£)5! 71 

"\vhcrc,·erpaicl if-

(i) il is canted in the t"-.:ablf' territorie• or 

(ii) it is P"yab!c to a citizen of India by llte CE'ntml GowrnmE'nt or the 
Government of nny State other thntt th" StRl" of Jammu and K:<ohmir; 

(Ui) it jq paid or paynb"e ot:l of any ~uperannuation fund, C-Jntrihlllious lo 
which have been "-llowe<l ut any time us <\ de<lnclbn ottl of the 
in~ome, profits ntHl ,::ni11R nccrning or arising in lhe tnxable terril<Jrics' , 

(iii) nfter Ex/>lrm~tiDII 4, the (ollowiu,:: Exj,/mwliDII sh~ll be in;erted, 

nnmely :--

"R.t·J>!rmation 5-For \he ptorpuee" of thiR Act.-

(i) incotnc. profits !l\\d g~itt• resu11ing from the' mnttLLfacture <<1~<1 sale of 
in full in the ta,al>le territories if the 

\nO< able territories; 

(ii) incotlle from interef\ (including iutere"t on securities) acttwlly uccrne~ 

or arises in full in the lEIO<al.Jle territorieB if the money horr.>wed is used 

in the laO<n.ble territories in cash or in kind ; 

(iii) income from palcnl, 
secret process or properly 
accrues or arises in full in the taO<nble territories i! such properly 

11set1, or exploited in the tuxable territories ; 

of or relate to any ri)!hlS of exhibition or clislribntion in respect 

thereof."; 

(U) in sub-"ection (3).-

(i) for clauses (i) und (ia), the following cluuse shall he substituted, munely:-



72 LAW AND tEGISLATION-'l'AXA'l'ION 

(ii) for clauEe (vi), the following clause shall be substitutell, nnmelr :-

"(,.,;) nny special allowance, benefit or perquisite apecifica\ly granted to 
to meet expenses necessary for the perfommnceofthe duties of an 
office or employment of profit, to the exteut to W]Jicb such expenses 
nrenctuallyincurred."; 

(til') in clnuse(:r#i) in the definition of "charitable purpose", the 'vord, 

letters and brn~kets "clause (ia)" shall be omitted, and for the ll"ords 
"iucome of n private religious trust" t11e words "income from property 
l.eld under n trust or other legal obligation for pri-vate re·igbns 
purposes" shall l;esub~lituted; 

(iv) after clause (xiii), t11e followiug clnu~ea shall be iuserted, namely :

"(:riv) Any income receiYetl b:r an emplo;ee of a foreign enterpri~e not 
engaged innny trarleorbusinessin the tRxn.ble territories ru1 remnue
rntionforservicesrcndered byllim during tl1ecourse of hisstn:r in tlle 
tn.xable tenitories, \l'here such stay does n.lt exceed in the aggregate n 
periodofninetydn:rsin any year: 

Pro-vided that no such remuneration slmll_be allowed as a deduction in 
computing any income, profits and gains chargeable under this Act, 

(x;.) Any income receh·ed ns remuneration from tile G.-,vermnenl of a 
l~orcign State by an employee of Utnt Stute, who is ll!lsigned to duties in 
India in connection with any co-opernth·e technical a~~aistl•uc e prognmt
mes and projects in accordance with an agreement entered into by the 
Ccutral Govcnuuent ami the Go,·ernme!it of the forcigu State, and nuy 
ollHlr income of such employee or of the members of his family ~~;ccom

pauying him to India, which accrues or nrises\vitltout the bx~ble 
territories, andisnotdcemerltoaccrueorariaein Utetaxablet<lrritories, 
upon wbich suclt employee or the member~ of hla family nrc rcquirtd 
to pay any income or aocinl security tQX to the Government of the 
foreign State; 

C:nri) Any income from interest on, or from premium on Ute redemptiou 
of, any llonds issued by the Central Government under a loon agreement 
between the Central Go'\"crnmeut Dnrl the Inlernntlonal Dunk for Recons
truction and Development, except \l'hcrc the holder of such bond is a 
person resident in the taxablcterritolies; 

~11ii) Interest on the 3l per cent. Ten-}eRr Treasury Sa\·ings Deposit 
Certificates issued by or under Ute aut110rity of the Ceutral Go,·ernment 
for an amount not e:..;ceeding Ute mh:imnm amoDlll which no nasessec 
is entitled todepositinanclt certificates." 

4, Amend!ncnt otaeotl.onU.,ActXlof 1922.---Jn ecction 4A of the principal Act,

(a) for clause (b), the following clnuac sha;llJe substituted, l!li!llely ;

"(b):Hindnnndlvide~l family, firm or other nssociation ofpersonsbresident 
1n thetaxableterritoriesiuanyycarif during the year the control and 

:::~~:~::~~: of its affairs is not situated '"'ltolly withoDt the liiXIIble 
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(b) nt t11e end of the section, tltc following E.e}>lrmatirm ~hall be inserted, 
namely:-

''E.~f>lanatiOJ•--An imli"tirlnal, n Hindu llU<liviolc<l family, firm or other .\ssocia
tionofpersonsshalllJechargenhlensr.-r,identinthet>r"nhlctl'rritoriesin 
respectofnllhisoritssuurccsofincome. notwitbstnn<ling that ltc or it 
"'ns re~ioll'nt in the taxable territorieB in the pre-vious year in respect of 
unyoneonlyofbisoritssourcc-sofincome,profitsandgnins," 

. 5, ommtssion of ~eotion 4 B Act XI of 1022. -Sccti<Jn 411 of the principal Act shall 
!Je-omitted. 

G. Amondmont of section li,· Aot XI of 1922.-In section 5 of the principal Act,

(a)insub-!lcclion{1),-

(i) after clause (a), thefollowingclauscshn\1 llcinsl'rle<l, namely:

"{a~) Directors of Iuspcetion,"; 

{ii) nftcrclaur,e (d), thefollo\\ingclaurelh~ll heinrcrte-duamcly:

"(<"}lnspcctorolinco!He-tax,"; 

t/1) aftersul:-section(l}, lhcfollowiugsub-sectionshalliJeiuscrted,nnmely:-

'·(lA) The Central Government may l'PilOint one or more Director• of Inspcc
tioll as it thinks fit ntul Directors ofin~pecton shall, subject to the control 
of the Central Bonrd of Revenue,~ perform suclt fnnctionsofanyincome
tnx nnthotity as may he n9signc<l to them by the Central Go\·crumeut.''; 

(c) for 5u1J-sccti.:~n (J), the fol\,m·iug sub-sccthu shall be snlJ~tituterl, nnmdy :-

"(J) The Ccuual Guverunu;nt may "ppoint ns unmy Appcl!nte or Im;pecling 
J\~d~tant Commi~>hJllcrs of Income-tax an<! Income-tn:s: Officers of Clall!l 
I service as it thinkh fit, null the Commi!'Sioner uwy, subject to the rul<M 
nml onl<.>n' of the Central G<neJmn~nt 1cgul:•ting the con<litirms of <Crvb~ 
of t~tmou~ in tml11ic sc1vice~ au<l post~. aplJoiut ns mnny lucomc-tax Officers 
of Clm"' 11 senicc atul ImrcctorH of lucome-taxns may, from time to 
timche•amctiouc<l hylheCeu\rn\Government.''; 

"(JA) SulJject to the rule~ and order~ of th~ Ceutr~l GoY~nuneut regulating 
tJ 1e conditious of tJervice of persons 111 pubhc sct\'Jce~ aud pof.ts, nn 
iucome-tax antltoritymny appoint snclt executive or ministerial staifas 
mnybcncccesary toassistitinlltecxccntionofitsfnnctions."; 

(d) in the secoml !ll'lltencc of suh-sectiou {5), the \I'Ortls "'~ith the pre\·ions 
aJJpro\'nloflheC<'nlml Jloarrlof Re\·cnuc," shnltlJconutted, nndf_orthe 
words "AJlpcllate Astistanl Commissioner ", \rh:re_,·er ~;tcy occur 111 thi_s 
sentence the words "lnspectiug Assistnltt Comunss1oncr sltnllbe substi

tuted; 

(.} after Sl<b-scclion (S), the following snb-~ectiou shall be inserted, namely:-

"(SA) Inspec~o1·s of Incotne·t:~gt~~:t:0P:~,f:,::\;'~~:~ f;:::;;,::'.8t~: ~~;::;c:z; · 

~~~:~:~~~~~~ue~;:,.,11: 11 ~:: .. ~:~ under \dto111 they arc n~lp~!~J\ed to work, autl 
lllmll!Jesubordiuatctosuch o!Jicetorothcr nullu;mty,' 
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(J) in sub-section (7), for the words to them by" the wouls "in resp~ct 

of cnses nssigned \o" shall be ~11bstituted : 

(g) niter sub-~ection (711}, the following oub-sections Bhall be inserted, IIUillely :

"(7!3) The Director of Inspection, the Commis~i0ner or the Inspecting 

Assistant Commissioner, as !he case muy be, nH•y such instructio11~ 
as he t11inkr. fit for the g•1irhnce of any Income· tux Officer snborrlinMe to 

him in the tnaller of any assessment, nnd for the purpoHCS of making nny 
(whi~h he is l1ereby enrpJwered to do), the Director 

the Colllmisr.ioner lllH]the Inspecting i\.sbislant Commis
sioner shall llnve all the powers that an Iucotue-tax Officer lws llll<ler 

this Act in relution to tlw making ol inquiries. 

1, Amsndnwnt of eoatlon oA, Act :XI of 1922.-Iu sectioJJ EA of the principal Act,-

(a) in sub-section (2), the provi~o slwll be omilletl; 

(/J) in ~ul;-rection (3} for ll1e wonl" beginning with "A jm1icialmember slw11 be" 

with ''the Auditors Certificates Rule~. 1932 :", the followiug: 
namely:-

(c) in Stlb-sectiou (4), the \>ortl "jndicial" shalll'e omitted, 

B. Amendment of section 7, Act XI of 1922.-In section 7 of the ptincip~l Ad,-

{i) in sulJ-o,ection (1). [or Exj>lrmatio" 1, the following ExPhmalion shull be 
Sllb~Htuted, numely,-

'Exitmtalioll 1-I1or the PllJ1lO!OeH of this sub-tee lion, "perquisites" includes-

~:;~~:::~:~~~~:;.aE~~~~::ri~: ~:f;1 ,~f~~!:::::s~fsee :~'!,, reap~~~ :oft a u:::::r·u~: 
l'wvided that whe1e tlte 1JH<Jllisile5 nrc [01 the ]JetJefil of a numlJCr of 

CllllJloyee~ collectively, the \'nlue of the !JeJwfitto lltC nsses.<ee shn11 be 

(iii} aub-section (2) shull he omiltterl, 

9, Amomlrnent of Hootlon 8, Act XI or 1922,-In scdion R of the }lrincipal Aet,-

(i) for the ,o;onl ''r~ceivable", wherc?ver it oecnrs, the wonl" "received or receiv
able" shnll he snbstltnterl; an<l for the wonls "a local authority or a com• 

{ii) in the fir->l provi~J, f<>r the \I"Or<]R ""'] fi[.illr<08 "not being intcrc"l on a lonn 
i,'suer\ hr public subscript! m bebte the let rlay if l\J3S," the words 

~nd fignrcs "not heiug i"tzre~t on Stlch loun i~sue<l 
Hl3H, a" tile Central Gwern:nenllii"J'• by genernl 

10. Ammu1m011t of aociion 9, Aot XI or 1922.--In r.ection fl of the tHincipul Act,-

namely:-

"Provider! fnl'lhcr that nJ atlowance ~hull he ma<le in Rll}'a111lll"1 

chatg<.> wloich is crcatcrl in conRir\cration of tlle uny present or 
pnst member of n Hi11<ln tlll<lividerl 1>\l\lily to m1y 1nnintcnance a1\owan~e 
whcte 110 tax is payahk l•y snell meml1er in ncspe~t of the mnintenaucc 

ofsectionl4,"' 

in addition 
inclmlerl in the income of the Iesgor !Jy 

oection ~. tlte unntwl '·alue "hall lm so com-

puted sucll premium: 

Provided thnt, wltere the property is in the occapntion of the owner for the 
purposes of his own rcsitlcncc, the unuunl vnllle sllnll be cleterlllilled in !he 
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~ume lll[ll\ller as lf the properly lwd been le>l ton tenant, so however that 
where the sum so determined exceeds ten }JCT cent. o[ the total income 

of the owner, thoc nunul v;~.lue of the property shall be deemerl to he te 11 
per c~nt. of such totnl illCO!llt' :'', 

ll. Amoudmont of socUon 10, Aat XI of 1922.-In M~ctiou 10 of the priJJcipul ,\ct.-

{1) in Rtlh-section (2)-

(i) to clnn"e (i), the following fnrU1er proviso shall be adrlcrl, n:~mely :

"Provided fnrther th!lt where in ad clition to such rent o.ny pr<>nlinm is p~id 

shall !Je compitle<l so"" to in~lurle al~o flnCh pvrti~n o! the 

equal to Ute pre•nillnl pnid divider] by the nnmbet of 

Stlhject to !I minimum of on"·lwentieth of the premiam 
for tl1e perio1l of the lensc or for !I of 20 year~, as the 

(ii) irtchns~ (iii),-

worcban<l fi;;ures "not !Jeinr; 

Buh\ocripthn h=fore the Is\ rb)· of .~ptil, 1\J~:•, ns tlte Central Govern
ment may, hy general or epeci<tl order, ~peeify in tlii" 1Jeha1f," slill.ll 

tc Rllbr•litltted; 

(b) after \lie J>roviso as ~o nmencled, Hte followi11g further pro,·iso ~hall be 

itts~rlc<lm~tnely :-

"Provirkrl ftirlh<er that, wh<'r<e nfter the, co111111 "' 11 cetnettl of the husinesl 

pr ,fc,,siou or vocnli~n hnq ma<k inveolntent or 

arc not for llte purposcH of the Jm,itte'"• 

voen\hn or the i11com<e from which i< not wholly c\tar,:;eab~e 11n<ler 

this Act, so much of !lte harrowed capitnl '" ;., ec111 a1lo the ;unouut 

utili,crl i11 JnvefllliWll\s or shall not ]1<? <i~Pmctl to he 

capital lJOrrowctl fm the puq>Osce. of \lte profe•sion or 
vo~ntion . '' 

(iii}iuclau"e{c} (vi), for the words "wllele full" the 

'liln!c<l: 

(iv} 

menns tmnhf~rretl fo1· n 

nnrl~r nny lnwfor 

aNp>isi\i()tl wa~ tunde 

tax {Am~IHltlleUl) 

('V} nt the en,] of the provieo to cla11se (.v), lhe following wonls shall 

inscrted,umnely ;-
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"nny pHl of tlle amolml which, in the opini m u[ the !nc·J:ne-uu:: officer, is 

unjllslitic<l hcill)'; di"lllo''""''l :"' 

{~·i) for tltc w>tcls a•~<llHwckcts "(hcing in \hl' n~l!lr<C of capit.d 
of th<e aurl 

(~) ittElllJ·>edi)ll (/),-

{!)forth<> word, leller•nndl"''"kc"t" llvwJtd, "cl:HJ<c 

1111<1 ]Jmckets "(.cv)''e.halllJ<e snhh\itnte<l: 

(h), for the wvrds "<tll)" partner e>f the firm 

,JwllLcsuhslitntc<lnamcly:-

the """ocintiun, 

!antily 

{3) in ~itlJ-secli•)n (::i},-

lheword,lcllers 

the fvl!owing 

(b), the fullowi1tf;" cbnse ehall he in;erted, tw•nely :-

''(c) in the hy way of gifl or 

oWlll't ortllemnrkcl 

(i 1} at tltc cn<l, l\t<:" [ullowing F;xj,/a!!aNo" shall L<> iw.erte<l. uamely :·~ 

'' Exj>la,af~~~;,~:<ot t ltf pnr;>m'~' of this sLLh·''~,~~:.,;:~;,~~~ ~,~.P11;~;s~~:~::::~~:~~; 

(5} rrfl~t· Htlt-c,~ctinn (G), 

'•(GA)(a) Wh~tf' lhc \tns 
oi\Jtrr 110\ COtl11C'C[0dWil1L\ltC'lt"'illN,O, 

~~~1~1 <'11 :~r ~~::,~:~:~e::':~,~~~::~l:,'~~~~:~~<i::· t\:~' Income-tax Offi~::·:~~~:~,;1e~~ 
tett>enn!Jle, 
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(b) In.compnting tl:e 

o.s th~ c~se may be, an allowauce lws b~?ll lilt\ 1~ nn-lor 
thl,Act." 

12. Amendul.ent of section 12, Act XI of 1922.-ln section 12 of the principal Act,_ 

tc ~IIhstitiitetl ; 

(iij ailer lhe proviso o.s ~o amended, ilw fol1owiiig further pro,·iso shall be 
inserlell.IIUlllely:-

''l'rovide<l further 

'lor snl!-sccli.JII (2) of section f), as the case mny bCl, annllowance shall !Je 

made in lhCl like manner and to lhe same extent ns \\',JUld he ma,\e \UHler 
clau~c (f) of "ub-scctiou (2} of r.ection 10. "· 

(ii) after sul•-secli~II (-1), the followiug !!llh·scdi.;lliihall he inserted, na:uely :-

''(:i) c~:~:~:rcu~:•cconnected 1 ::~u, his int::::;·;~~1i1~]1:~ :~,:';';!:~~t~~::::; 8:11,1::~~:,:: 
the income whereof is not 
"llCes a(\lllie&ih1e under this 

such extent n> the Income-tax officer considers reasonalJ1e." 

13. Insertion of now section 12A in Aot XI of 1922.-After Recli:m \2A of th~ 
plincipnl Act, lhe following f,ection slwll!Je insertetl namely:-

INDIAN 1!\COIIH: 'l'AX Ai\!END.ldlm'l' nii.T., 1951 7D 

H. AmGI!dm~nt of soct.ionl3, Act XI of 1922.-For the provi'lo to scctionl3 of the 

principal Act, lloe following proviso slu\11 be substituted, namely:-

''l'rovided llw.t-

(a) if no method or acconntlng has been rO'gularly CllltJlo:red, or if the metho<l 
employed is SllCh lllrlt, in the opinion of the lncome.tax Officer, the 

income, profits and grlins cannot prOjJCrly Lc deduce,] tllerdrum, tile 
Iucome-lu:-.: Officer mny, after reconling the reasons for his opinion, 

compute the income, profits and g-ains "n such lmsis and in such manner 
as he nwy determine; 

(b) when•, in computing the income of the third :no:~r i•nmecliately prccetlin!: 

the preViJllS year, nu allowance lw~ Leen m~,]e fDr any 0.1liDUilt due but 

(c{ 

p;evi""" J'e~r, snch nmonot shall be <lcemerl to 
"ml to nccrne or arise in the tnxn!Jie tetri· 

lories Uuring the previous year; 

wllicl• it i~ paid; 

tloepnO\·iousJ'enr." 

J(;. Amcndmont of section H, Act)(! of 1922.- In l.cctiun 14 of the pducipa1 Act,

(Q) for HtllHcction (7), the following sut->ectiun sl!all I e l'Pb,litutcLl. liEIIllely :-

"(1) 'l'he tax shall not Ice pnynlJle h} nny Slim which 

l!eieceives-

nsaunit;or 

(ii) no a member of a Bindn mHlivide<l falllily frolll tho holdl"t' of nn illljlnt• 
tiL1e estate ]Jelotlgillg to the fnmily, out of i11e to1nl inCOll!e of il1e 
ho1<ler of the estate wllero such incoJlle has heeu or cnn l:o n~.•;esr.ed 

~s n unit." 

deemed to )"L'"e l;eetl sn!Jstiluted with elTecl frolll the lsl dny of April, 1950. 

IS, Anwmlnwut of ~oct-ion 1~, .Act J(! of 19~2.-In ceclion 15 of the priudpnl Act.-

(a) i~t,:~~~~-~~.~~i:.';,;:~ :;:~~·r ~~~~~~,~~·::~ l·,::~~~~)(]J:~~u:~ t~L:r:~:~~~~ 1,',~~~·;:~~~:1 ;:,f c~:~~ 
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(a} in Sllb·2(0C\ion (2,1), the words 'other llwn a connacl for a defcnetl annuity" 
··Jw11b<:>owi!ted. 

17. AmenduJCnt of soction l~C, Aut XI of 1922.-In section J5C of the principal 
Act,-

{a) insuh-cection {2),-

for the won] "fifly" llle won] "lwen(yih·e" shall be oub-
sli\ll\cd; 

(I•) fo!· sul:-~ection {6), the followi11g sul.-;cction shall be snbqj llL\e<l. lJnl!lely :-

''"' ;,o;ocfollcwiogii>e JHe;iiC<w;o,,.· '" wllich the begins 

to mnnnfaclurc or prot! nee nJliclcs n!Hl for the four a~,c~SlllCll!s immc
dial<>ly Bncce~•ling, '' 

lB. Amen,llnunt of soction 16, Aot Xl of 1S22.-ln c_cclion Hi of thco piiJlcip;d Act, 
(a)insnl;-2ection(1}-

(4} of ecction 25" shall Lc ineulerl; 

(ii} i11 clnnrc (b) 1\{ter the proviso, l11c fo1luwiug- furl\IC'I" Jll"Oviso shall 
im.er\c<l,tmmely:-

(iii) in cl~ure (c) n.fttr lhco Wolds "income of the trnuofcror'' the followillg 
shall l.e inrertcd, JlH1ll<'ly :-

or usoctswlJich )IR\"chcll 

Htlk!llent, or trnusfcr. nnd nll~uch 
property or olin!! for i11e ]lllrposes of this clnuRe, )JC clcc!liC<l lo 
he the tr~maciions, property or of ll!c ~cttlor, <lbpollor or 
transferor, ns the case may Lc ;" 

(b) in sulHcc\ion (~). ufter the wordH ''r.u asref·~ce" the 
holclcr inn. company" f.hnll he incerted; 

wlw is a ~)Larc· 

'LLlHcctionshalltesu!Jsti\nterl,ll!\lllCI)":

imlividuat for (he purpooe of 
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(d) bO 11mch of tloe inc()ll!C "fa ~pou.,e or nLinvr chil<l of "uch ilnli\•i•lunl 01 

of the mill Jr child of a brother of snell ill<livj,]ual a': ariocs direc\ly or 
in<liteclly-

{i) from the me:n))<;r,ohip ol Uw hP"Ill~e in a fm11 of whi:h ench ;n<livi<lttnl 

E.,}l<matio.,-For the 

i11cllnlc" advplc<l 

ntnl gJall<lcllilll," 

of thi" "nl.-scctbll, ll1e wunl 'chile\' 

fo"ter-chihl, otcr-cllild, il1egitimute child 

19(a) Amendnwnt of w~~~:~. ~~; ~~~ ~·~o~~~:g2.:;~- ~;~~~,::~:~:~:!.~. ~:,:1 ~0J::·,i,~1 ~1i:~ ':1:~:~1: ::: 
estimalc<linev\l;eui"iloc 

""],,(i(ll[Cr\!IUlllely:-

"o\1 ~\~: ~~~;;.'!',~~~:~ ~:~~~:~':,:.c 0{~) 0 [ SLtiJ->:ecli·:',:"{l~)t·~ ~ 1 [ .. toe.~• I ;~, 7'\<:CQt<\mtce w!L h 

l'ro-.;·j,\c<l that wherc-

(i) t ~~~c~~~~:~:~~~· '~~; c:~' :~:.~.~;~i,' ::~~~~:~,:tlc:ll ~~~~~~:~~;:,L:-~~~11"~ ~~~:~::~~~:~;~~~ 

certificutc or order cancelled Ly 

":''"":" '" '~~:::·:~:~:~:·:::::·~:;::~:,:::·.::~::;:~~~:.:.· ~·.:::. '::::: 
(b) :~~::,~!!::' (.:u\~~::::~~~~~rcd t\1~ followiJ 1g sn!Heclion ~l1nll he l!lscrtcd, 

mtmcly:-

11 

L!i&&.4X E.Ut 
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'(JA) The person resp:111~ible for paying nny incollle chnrgeahle nuder the hea•l 
"lulereot on Eecnritics" ton person whou1 he l1as 11~ reason to JJelieve lo 

here!;identinthe taxable territories, shall at the lime of payment, de(lLJct 
super-laxoJ!lheanwuntofsnclJ iuteresl-

(1} if suc11 person is n compauy, at the rate applicable ton company, 

(ii) if snelL person is not a company, in accordnuce with the proyisions of 
clause (h) ofsnb-seclion (1) ofsectionl7: 

Provided that where such person is not a company, tl1e pro\•ba to ~uh· 

section (28) shall apply to the deduction of super-lax nuder this 
sub-section ns it applies to l11e deduetion of snper-tnl< nuder suh-sectiJn 
(2B)' 

{c) in snb-Eecliou (38) RS so reunmbererl, for the words commencing with 
"income-laxtlLereonnsnungeul, dednctincome-taxatllJeLl\a'<imumrntc" 
Rnd ending witl1 the words "or detlnct t11e tnx nl su~\1 les~ rate, as the case 

lliaybe:" 11Lef>Jl!owingshal!be$uhstiluted,uamely:-

"income-tnxandsnper-taxt!Jcreon as an agent, deduct income-tax ~<t the 
maximum rate ami SlllJer-tax at 1l1e rate applicable ton company or in 
ncconlauce with the pro,·isions of sub-clause (b) of secliuJJ (1} of ~ectim 
l7,nsthecnsemay!Je: 

Provided that wl1ere tile person not so resident i~ n::>t n company, the proviso 
to sub-secti;~n (2B) shall apply to ihe deduction of income·lflx nml 
super-tax under this su)l-sectiJlJ ns it applies to the lleductbn of 
income-taxan<lsntJer-taxnndcrsnh-section(2B) :"; 

(d.) tltcexistingsub-sections (JB) a11d (JC) shall be omitted; 

(c) for sub-sectbus (3D) and (3E), the following sub-sectionsha!l }Je ~nbstituted, 
nametr,-

"(3D) Where tl1e person responsible for lliiJ'ing any sum chargeable mulcr 
tlJisActother tl1an interest, to a person not resident i\1 \lLe taxsble 
territories,considersl\mltltewholeofsuch oum would uol ]Je inco1ne 

chnrgeable in ll1e case of the receipient, he may make all applicntion to 

the Income-tax Officer to determine, by geueral or special order, the 
nppropliate prot>ortion of snelL sum so clmrgeable a11d upon sucl1 deter
mination tax ~hall be deductetlt!Jcrefrom by u1e person responsible for 
making suclJ payment in nccordnuce ''dtt1 the provisions of sub-section 
(38). 

{3E) 'fhe principal officer of nu Indian company or 11 company which hns 

made such effectiYe nrrangellients as may be prescribed for the derlnction 
ofsnper-tnx from rllvideJJdsslJall, att11e tln1e of paying auy dividend to 

;e:::~~~~;~~d~~:e~:::~~~h~!:~'LJ:!f~:l. o~~~~:c~Jn;,;~:r~~:o'~ntotl::el~~:::u~~ ~ 
suelL divideutl us iucrcnr.ed in acconlnnce with t11e pro\•i~ion of 
stJb-sectlon{2)ofsectionlG-

t~ ~f th~ fi!JnrelLolder is a company, at the rnte npplicable ton compauy, 
11 tf the shar~JLOMer is a person ollLer than Ll compauy, in acconlance with 

tl!e t>rovJsJoUH ol clause (b) of ~uh-section (7) of r.ecliou 17 : 

l'rovidetl lhatln the ea~e of Ll Hhareholder other than a cOJupn!Jy, the 
proviso to€ul>-seclion(2Ll)s1Ln\1 apt>ly to the deduction of auper-tax 
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under this snll-11ection as it npJlli<:!B to the deduction of super-tax mule~ 
snb-sectiou(2B),''; 

(fl ittsnb-ooclion(5), nftertlu~'vonls ''Anyderlnction tnnde'' the warda "ntul 
11nid totlte nccout•l to Ute Centm1G'l\'erument"nha111Jeinserted ;alter 
the \I'Ot<ls ''given to !tim t.l•erefor" the wonls ''ou the production of the 
certificl\lefurnisltedundersub-section (9) of r.ection 2(l, as tl•e case may 
be," shall be inserted, nmlafter Om second proviso, the following further 
pro,·isosbnlll;einserted,nnmely:-

''Pro\·ide<i further that where nny ~ecnrity or share inn company jq owned 
jointly by two or more per~onR n'>t comtilnting n partnership, credit in 
respect of the tax deducted or in respect of any sn111 by which the 
dh·idend l1as been increaser! under sulJ-f'eclion (2), of a~clion 16, may be 
giveu to eaclL such per11on in the same proporlion in wlLich the interest on 
linch 1ecurily or dividend on such ~hare hns been incluoled ilL his total 

income." 

(g) in ~ulJ-section (7), for the wonls, hrncket9, figures and lellcrs "sulHeclions 
(3D)mul (3E)" ll1e \Vonla, brackets, figures and lellcr "sub-section (3R)" 
s!Jallbesnbstilnted: 

(JJ) in snll--eection (!.), lh<:! brnck<:!lP, figures IHlrl letters"(JC), (3D)" sbnll be 

omitle<l; 

(i} after stJb-~ection (0), the followiug sulJ·section shall be inserted, namely:

(10) In this section, the expre!l!liotl'person respousiblefortmying'slLallmcan 

Act,-

nudslJallbedeemeol nlwayslohnvemeant-

{i) in the cnseofpaymentsofincome chargeable tlll<lertl•e hea<l 'Snlades' 
other thnn payments JJy the Central Government or the Govermnent of 
a StR\e, the employer llimseH or if the employer is a company, tJJ(~ 

compat•yitselfortheptincipal officerl\1ereof; 

(ii) inl\1e cnre ofpnymeutsofincome clmrgeableunderthe hea<l 'Interest 
on securities', other than paymeuts mnde by or 011 behnlf ofl11e 
Central Govermnent or the Gm;ernmentof Stale, l\le localanthorlty, 
compauy or t11e co-operative society concemed or 1\Le principal there· 

of". 

Amondmont of aoetdon lSA, Act XI of 1922,-lu section !SA of the principal 

(a) in $1lb·seclion (1) (a), for U1e \l'onb ··u thnt total income exceedetl six 
tllollsnntl rupees," the words "iftl•at totnlincome exceed the maximum 

nmounl not chargenJ11e to tax iu his cuse by two thousand five hnudred 

rupees," shall besuhBtitutetl: 

(~} insnb-sectiou (3),for the words "is likely to exceed six lhou~aml n1pees," 
u 1e,vonls "likely to exceerlthemnximnm amountuol clLargeableto tax in 
tliscaoobytwothonsmulfi,·ehnmlred rupees,"slJallbesnbsliluted, 

{e) aftersnb-sectiou(J), tlJefollowingaub-section slmllbein~rted,namely:
"{3A) If at nuy lime during a financial year, the Iucome-tax Officer hns reason 

tobelicvcthnl-

(a) that tux pay11ble hyauyperson nuder this section in that. year on his 
income in respect of the period \l'lJich woulol be thet>revtons year or 
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RSs<:gsmeul for lllc-yc:~ruext following 

(i) the \>lx that he h~" heen, or wonlrl have been, noqnire,] to puy nml~r 

snb-fection (I) outhe ba~ig of his last compl<=t<?.l a""""'"uen\, or 

(ii) the estimnte of llt" \llx payable by llim nmkr snl1-sectiun (3), or 

itiCZ>ltHO for lhf' pc:hd which WOitld 

pnrtlhcrec'f for the purposes of the n,,,:,,·s:clCill br the 

an<lmay also re>.Jilite him to pro<lncco SitCh aCCJllllt bouks or oll•er 

'"":-' l'C(jlLire in rc"pecl of tkll JlCriJrl to ena]Jic hhtlo 

<leler:ninc the lax payahl<> by such person under lllio, ;eeti.Ju : 

t!Jl frtt uioh ll r.l~lcmcnl of his in!:Jtne or 

j"'lgc;nc-nt and Jll'lj' flllhcr tliiCCl that 

•;Hch jl0l·son ~lw11 p~y J1_r way of pct1a]!y nut exce~ding one-fifth 
of llt<: taX!'O detccrmincd. 

21. lu~m:tiou of now soction 2011 iu Act :XI of 1922.-·Mt<>J u;ction ~OA o! th~ priu-

(2) Ko ;>en:on rdcrrcd to llll<]er suh-!ocetion (I) shulllJ<e etttitleil \o claim t11nt 
he i" not l1imee1f linlJle to ];e 011 the htle:·est ou r("curities or 

dividends ttnlnshe ho.s lllllllshe<l tho t<>turns and cct'\iflca\e!J !CCjllire<l in 
re~pec\ tlteJcof," 

Amomiment of soctlon 21. Act Y.I of 1922.~Mter clatiSC {b) of section ~I of the 
lJliUcipal Act, the f\.llowing clmte.e Hllllll iJe ill"C\ \c.Jnnmely ; 

"(bb) the vo.l\1e of any 1 f'lldit or l>Nqui·.il<e to any p<>roon UJHl the 

mnonnt of "-"Y spPci:ll allowanc<" grunted to meet expen~~s 

neeef"'try in \he '(lerfonll<'.JICC of the <lutics of "-1\ Office or employment of 
'(lrofit;" 

23(a} Amondmont of ~~ctlon f :~-. t~:t ~;0o1f<l: ~.~ :~~~~',j'~~~t ~~:~ z L ::: :111~1 ;:1ril,:~1i1t:':~ n ~~~ ;:c 11 

ditl not fat! r.hDrl of the 

more than flvc l!ltllllrc<l 
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{b) in sub-teet ion (2), for the \t'"Or<le ''w\iocc lot~llncome iR- in the 

Officer's opi11ion, of f,JICh nn ~1110111\l as to ren<ler ~uch 
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(<') after snb-secti '" {1). th<> following mllJ-eedi,JlH ;hall l1e inoer\ccl, namely :

with a notice underr.ub· 

(d) in snlJ-sectiun 

en!mlltuted, 

ve 1 iti~cl in the pte·~•ilwd m•JILL\01', inf.>rutatL•n in 

such fonn and un >OlLCh pninl,; ot· matterR ns tho Income-tax Officet· may 

req11irc;" 

2;, Amendment of section 23, J1ct:XI of 1922.-·ln >Cctinn n of the ptincipal Act.~ 

(a) in snb-.<cction (1) for the worrls "without rcqniti\\g:" the wonls "without 

further infot mat ion cor "'ithont tn]niting'' ,chall Le ~nb<ti\n\col ; 

(I•) nftcr ~nl;-lection {2}. fvr the [..,!lowing suL-section ''hnll be i119e1 ted, llmnelj•, 

f\CCOIIllt 0! (]oCU\l\Cill, ;,, relied tl'(lOI\ b)' the 
the 0111w of pro>ing t\lc conectnr's" of such fnct, 

ncconnt or <locmncnt and of prodng the fJ!\nntmn of his l0tnl income or 

lo\ftl world incotllc, !hnll ]Jc on the n~resoee 

2ti, Alnen<lmo11t of soctlon 23A, Act XI of 192~.--l\\ r.eetiml ~~A oltlte J>riucipnl Act,~ 

(a} for sul;-section {1), the following snlH~ction shn11 Le suh<tituterl. l\Uttlcly ;

"(I) \Vltcre the lucom~-(f\X Officer i~ ""tiofic<l that in respect of '"'Y previous 

J'Cflr the profits nll<l ~;ni11~ rli~t1·ihutcd ns 

1, 11~~':---~~tc ewl of ll1e twclvtll 
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are less llwn sixty per cent, of tlte asses~able iucome of the COlllp~uy 
of lim\ pHn·ious year,~~~ reduced hy-

(a) tlte amotmt of income-tax payable by the compauy in respect thereof, 

(b) the amount of any tnx le,·ictl by the Government of a State or by n local 

authotily, whelltcr such tn:ll: is wholly or pnrtly nn admissible deduction 
umlersection 9orsectiou!Ooruot, nud 

(c) in tlte case of n bnnkiug company, the amount transferred ton resen·e 
fund under section 17 of Ute Dnnking Compnnics Act, 19~9, 
lte may, unless he is sntis!ied tltntluwing regnrd to losses incurred b)' 

the company in cnrlicr years or to tlte smal!uess of the profit made, 
the payment of any dh·idcml or n lnrge dividend than lltntdcclnred 
would be tmrcnsonable, nmke with the previous appro,·at of the 
Inspecting Assistant Couuuisst:oner nn order in writing lhaltlte whJle 
of the IUHlistdbutedportbu oftheassessableiuco!ueofthecouiJlnnrof 
tltnlprc,·ionsyear ns computed for income-tnxpurposcs and reduced b)' 

the amounts afor<:'saidshnll be deemed to illlve been distributed ns 
dividends nmougst the shareholders nt the dnle of nuy gcncrnlmeetit1g 
which has bccu held \~ithiu the twelve months nforcsaid, or ns nt the 
cud of L11c aforesaid period of twch·e months whiche\·cr isentlier,nnd 
thcrenpou t11e proportionate shnre thcrcofofenclt sltarcholdcrshnllbe 

included iu the total income of such sharehulder for the l'urposcof 
asscsr.ing his totaliueoutc: 

l'ro\·ided that in the case of a company who~e income is derived mainly from 

iuYestmeuts or from dealings in inve~tmenls, nnd in tl1c cnse ofml)' 
0 tl1cr company, if its reserves rcprcseuting accumulations of pa~t profits 
whicl1 hnve uot been the subject of an order mulcr this sub·scctioll 
exceed the pnhl up cnpitnl of the company, together with any loan catJitnl 
\'l"hich is Ute property of the shareholders, or thenctual costofthcfixell 

as~ets of the company, wl1ichcver of these is greater, this ~ection shall 
apply ns if instendofthc words '>ixtypcrccnt.' nml'fifty-!iveperccnt' 
the words 'one l1111ulred JlCt cent'. 'nud ninety per ceut'. respecthel)' 
lind been substituted: 

l'ro,·ided fnrth~r thal wbete the compnny Jms disttibutcd not less thnll 

fifty-five per cent. of it~ asse!!<"ablc income, n.:; reduced by the nmount~ 
nfore~nid, the hlSJtectiug As~istant Connnis~ioncr of Iucoutc-tnx slmll not 
give his appro\·nt to nuy ord~r propor.e.J to he tmsr.ed by t11e Income-tnx 

Officer nnderthisscclion,unlessnftersen·ieeof at1otlcefromthelnspec· 
ling A~'i"tBnt Commissioner, the con1pauy fails to mnke witl1in two 
months of tl1c ~en·ice of sucl1 notice a furt11cr distribution ofils profits 
uurl gnins sons to hti1>g up the totnl diotrihution to not Ie~s than sb:ty per 
cent. of the ns~essnhte income of u1c company of the previou~ yenr 
conccrued,nsrcduccdhythenmount9asnforesaid: 

l'rovidetlfnrt11er tltnt this snlHectiou r.ltnli not npply to nnyeompnuyiu 
Which lllepnlJliC arc snb•.tnnlinlly interested or to asubshlinrycompauy 
of such a company if the whole of the ~1 1 n 1 e ca11ital of such suhshliury 
comt'1'ny ha~hecn h!!\d J,y tlJctmr("Hl compnnyorl>y lbcuomincesthcrcol 
ntthectl!lo!thatprc,·illnsyear, 

--, 
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Exj>lrmatio11-llor the purp.:o~es of this snb-scctitJn, n CJ!Upnny shn\1 be •lceme<l 
to ben compsur in which the Jlii!Jlic aresubslantinllrintercstcdonl; 
ifnt nny time llnring that previous year its shares hn\·eb~cnolTere•l for 
snle inn reeognisctl stock exchange in the to.x,.bletertitoriesand it is 
neither n private eomp:my within the meaning of the hulbn Con!Jmnics 
Act, 1913 (YII of 1913), uorn compnuy illwlliellshnrc~ Cllrtying more 
tl!all ,fifty percent, of the total voting powc•·hnvc,ntanytimeduring 
tlu<tprc\•ions year, becu held or controlled by less tlumsixpcrs"us"; 

(b) in euh-seetions(J)and(4),fort\m WJr•l'"member", w1Hlre,·er it occurs, the 

worll "slmrel!OI<ler"shall besuhstitntcd; 

(c) after sub-<leclion (S), the fcllowing sub-se~tion• shall be inscrle•l, namely :-

''(G) Any notice required mulet the pro,·isbm of this s~ctiou may, '~ltere the 
contpanyisin liqni<lation,£erve•l onthcliqnid11tormul the li•Jni•l"-tor"hnll 
b~ re~pon~ihle for doing nll matters or thiugs teqnirecl to be •lmte hy or 
unbell:<lfofthe companynndfor the).lllj1lll"n\ofllllj taxt'"Y•Ihle hy or 
teCO\"emble hom thecompnnyumler thctJro,·i•iJnso[ thissecli•JU. 

(7) In the c:wc of n compnny which is not a comp"-llj in which tl1e puhlic are 
sulJsl!>ntiai!y interested within thememtingo[su!J.sectbn(l), the accu
mnlale•l profits ofthecompauyofthcpHiodfrom the C!Hl of the last 

~~:io::: ~~~:~:hr::, ::::~:h0 ri tre~~~~~~:~::::ef:r t:ti::~.~:.~: :~~~~~~: \:~~~~~:~~:~,',.~~. ~~~ 
for the purpo~es of nsressment of u~ slmrehol<lcrs, he <leeme.\to htwc heeu 
di~lrihutej as <liYhletul !11t1ongst the sharel\;Jltlers on the •hltc of that 
order or resolntiou, nutl the proYisions of ~nh-se~li,ns (J), (4), (5) aud (t.i) 

~luiU nJlt'ly in the like mlltlller tiiHI to the snme extent 11s thcr aJll'ly in 
thecnreoftutonlerundersnh-seetion {1).'' 

26. Anumdmont of 60ot1on u, AotXI of H!2,~In ~ectiou 24 llf the ptinciJHII Act,

(1>) in snb-M~Cli m (/), for the f.n;t pro,·iso, tile follo\'l"ing provisos shall be 
substituted namels:-

"l'ro,·iderl that in computing lhe income. profits nn•l gnin~ cilargenble uud!!r 
nuy head or lim loss uf profits un<l gnin~ hlling nntler nnr hen<l. so much 
of nny loss 118 would but for the ltJ~s tnwe acen1e•l ot· nri~en within tl1e 
State of jammu and Kn~hmir, /\hall not he tnken iuto account except to 
the extent of the amount of income, profits nnd gains, if nny, which 
wout.l be exempt under tl•e pro,·i•ious ofclnmre{c)ofsub-scction (2) of 

feCtion I~: 

l'ro\·ided furtl1er thal iu computing t11e profits nntl ~nins chnrge~bl~.~mder 
tlle hend ''Pro!its a1ul gnius of bnl\ines~, profeFs\~11 or Yocall?n , nny 
lo~s sustainc<l in n buslne~s con~lsting of specnli111Ye tmu~ncllon sltnll 

n~t be tnke11 int0",,',",",",nt ::,ce~~~::r tl~~~~;:~::tco:fs:::~n~11 :;11~~:~~~~:~~~~= 
and gnina, if 
transactions."; 

(b)insuh-section(2),-

(i) {o:0t:~:i:~.~:~l.s :~:~'(:~::.~~e.~;:a(:11:~r~~~~~::~. ~:~~:s:~o::u:!1~~:::,t~::~~:;:::: ~: 
subsllluted: 

., 
' 
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(ii) in clause (a) ofllteprm·iso, for the words "India, but outside the t~"ab!e 
territo1ies" tl1e words "tlte State of Jammu nn<l K!!Hhmir" shall be 
snbslitnted; 

(iii) after clause (c) of the proviso, the following c1anses shall be inserted, 
namely:-

''(f) where the assersee is a company which i~ not rc~idcnt in Ute tnxal)le 
territories anrl tlte loss cr.rried forward i~ a 1ossofprofilsar.rlgains 
which r.rose without t11c taxnllle territories in any year in which the 
compr.ny witS aSSCESCd ns a re>idcnt company undersub-ctanse(b)ol 
clnu~e (c} of section 4A, such loss shr.ll n::.t LeaU.:owed to he setoff 
agninat the prolitn and gains from the same bmincss adsing in the 
taxable territories except to the c"tent to which t11e profits aucl gains 
arioing '~illtout the tn....,;able territories IH!Yc, asl'ednced bythenmoltllt 
of such losses. if any, allo\~ed pre,·iously, been a~!1Cssed in t11c pa~t; 

{g) where there arc two or more Imsinesscs other limn a business consi"tilll:' 
of &peculath·e transactions ancltheloDscs sustained therein caunot be 
wlJOllysetoflundcr aub-sectiou{l), thenmonntuf loss whichhns'uot 
becnsosetoffslmll, for tlwpnrp'lSC'S of thisEnb·secti•Jn, be allocated 
to each snelt bnsiuessinthe same prop'lrlion aotheloss susbir.etlin 
each such lousiness bears to t11e aggregate of tl•e loa~cs sustnined in all 
suclJbusincsses."; 

(c) after ~ub-~eetiou (3), the follolring snlJ·XetiJU ahall be insertetl, namely:
"(4) Ifor tlte purposes of this Act,-

(i) life inmunnee business shall be deemed to be n di~dnet an<l separate bnsi· 
nessfromanyollter kintlofinsumnec business; aml 

(ii) wh<Hc the Epecul:llive tmnsncti·Jns carried on nrc of such a nature n•.to 
conetituteabudness, the lmsiuess shall JJc dccmcrlt~JJcdistinct a1!(1 
sepr.ralc frolll any other On~iness. 

{iii) a speculative tmnEactiot> mcnnsatmmactbn in whichncontraelfur 
purcha"e and sale of any commotlity including stocks aml share" is 
periotlicn11y or nltimntely settled otherwi!IC than by the aetnn1 delivery 
ortransfcroflltccommodityorserips: 

l'ro,·idedUtnlneolltrnctinre"peclofrnwmaterialsormC"rchamlisccntcre(\ 
lnto llyn person in Ute course of l1is manufttctnriugormere\mnting 
business to guard against loss through future price fluctnatious in 
. respectofltis contracts for actual delh·eryofgoods mannfactnretiby 
llim or mcrcli[Jntlisesold hyllim shall not be deemed to be aspecnlati\'e 
transaction. 

27, ~~ont of sootiou 24A, Act XI of 1922.-ln r.nlJ-section (7) of Ecction 24A 
of the prmctpnl Act, for the words ''ltas UeenMsessed in his hands'', the words "luis 
been fully asses~e<l in his hands" sltnll be snbsliluted, 

28. Ame:ndmont of sootion 25, Act XI of 192a.-(l) In section 25 of the pl'iucipll.l Act,

(a) lnsnb·section (1), for tlte words"nny year, nnassessment maybe made in 

~~~:sri:ll\!~r~~ei~v:l:~; ·~~::~t~~~~a~~:~:l.,y:~:~~~nll:s:~~:~~::~t:l~a: ~,:;~~:tl~t:t B~: 
sub·!ICCtlon t11e following proviso shall be added, uamcly :_: 
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"l'rovided thnt where such p~rioil exceerls the period of the previous year 
relating to the ussessment year f..>llowing that financial year, a separnte 
assessment umy be nm,Je on the income, profit~ nml gains of such pre-vious 
year nnd another asoessntC!ll on lh!! iucome, profits aud gains of the 
remniningperbd"; 

(I>) in sub-section (3), after the \VOnls ''is di~coutinued", the words "in the 
course or a pre.,·i:ms yonr" shall bl! inserted, and for the words "tl1e previous 
year", wherever they occur, the w.;onl~ "the immediately preceding previous 
year" sl!allbcsubstitutl.'d: 

(c) in sub-scctir.>n (4), after the wonlu "i~ succeeded" the words "in t11e course 
of n previous yetl<" shall be in•orted, and fo.- the words "llte pre,·ious 
year", wherever tltey occur, the words "the immediately preceding 
prc,·ious year' slmll be ~ubstitutcrl: 

(d)f.;orsub-sectiJn(5), thefollowingsub-secti:mshallbesubstitutcd,uame1y:-

"(5)'l'hcbcnefit ofsub-sectiJn(J)atulsub.secli>n(.J)ahll1Inotbegil·ento 
any pcrnon nulesssuch person !taR, bel.;orc the e"piryofoncycarfrom 
the date on wltich the lmdncn9, profc": iou or y.;ocution wne discontinued 
o!·sncccedc<l to. :wtltccarcumybc, given notice ofsuclt diacontinnancc 
orsucccasioutothe Income-tax Officcrcoucerucd." 

(2) 'l'hc amemlruent~ made by clauses (a), (b) aucl (c) of sub-section (7) slta11 be 
givencffecttoasif they had lJccn originnllycnactetl, 

29. Insertion of new seat:lon 25B, Act Xl ot 1922.-After rcction 25A of Ute principal 
Act, thefollowingsectiousltallLeinserte<J, namely:-

'25D. Liqnidators, etc.-(!) r•:vcry t'erson, in ltis section referred tons Ute 
''trnstce'',-

{a) who is the liquidator of any company which jg being wouud up under the 
onlcrsofacourtorotherwioJc: or 

(b) who has been appoiuted the receiver of nny arscts of a company; or 

{c) whoi.•anagcnt ofnperson not resident in the taxable territmics, nud 
ltnsbccn required byltisuou.residentprineitlll.lto wind up Ute business 
or to realiuc the assets of the principal, 

shall within thirty dt\ys after he has become such trustee, gh·e notice of 
his nppJintmcnt as such to the Iucomc-tnx Officer l~ho is entitled to IIIISCSS 
Ute income of tl1ccompanyorof Ute uon-rcfidentperson . 

(2) 'rhc Ineomc-'rax Officer sha11, after making such inqniden or calling for 
such information WI he may deem fit 'l'itli respect to the assets of the 
company m· the propertie~ in t11e hamlv of the trnsll~t". notify to the trustee 
the nmouut which in the opinion of the IucoJuc·lax Officer would be 
snflicicnt to providcforauy tax which then is or is likely thereafter to 
become payable by the comtn•ny or the principal or the agent of the 

principal, nsthccaacmoybc. 

{3) The tru~tee-

(a) shall nol without tlte le:wc of the Incomc·Lnx OITlccr part with nnr of the 
nss~ts of the C"Ol11pauy or of the principal; 

12 
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{I•) nk\11 OLl[ of the G~sel~ coming into hi" pooscs•ion. ~sscl'< to the 
valt:c of the ~lllutml s::~ n~tifictl, o\' the whole of such 
ol "valnc NJlHtllo or leo~ than thnl amount; aml 

(J) \\'here lhcrl' is mor~ lh:J.n one lcnslcc, the ohlig:ation" ll[l<lliabilities ~ttaclt

~:~~l:c~~~a~;;.t~tec nmkr !hi'' section ~lwll ntlD.dt to all the trustees jointly 

{5) 'l'lte 

ns if it \H~re nn nnrcgiolcrcd firm, ""socialiou of person~ or in<liYidulll "" tltc 
ca~c may be." 

he :1~;itt~11~~Bsion of seotiou 27, Aot XI of l92Z.-Scctiou '27 of the principal Act slwl! 

3 2 (a) A:;ns~~:~:c ~~o ~~o~;-~~n I~~:· r!:~:~~ ,~; s~~ ~-2;: ~;~~::~,~~~;~!Ss~~,::; ~n~::;~c;,l:':,It~;t ;= 
'(I) If lh~ lncotnc-hx Officet·, the Apjtellatc or AR.eis!!l n! Co1nmi-

thc commi~doncr or !he the co 11 rsc of Dll)' 

!'IIller !hi< Act, wl1clher or not suclt proceeding-~ relnlc to 

~a 1 is~:~~";'1':: ~ 1:1~,!~ '~,e~:~~~~~ 11
11 '~~l)'wi:ll~ ~':::I I rc::o~::~ ~:n ~':\~:~t f ~~;~:(] occ u rc ,] , is 

i" the lcs~: 

[£ 
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l'ro,·idcd th11t if ~ rctnrn i" fnrni•.hed lclvre the comm~nccmcnt of 

tl!c next fimmcinl y<'tlr ""'I !Jdvrc lh~ i<snc of n n Jtice lllhlcr oul·-occli~n 
(2) of ,-cction -:!~. there ,;hnll he 110 

(/') whcre the return of tJtnl incJme rc~nire.] Ly lh~ nolkc 1\IHlcr r-nl·.,cc
tion (/) of o:ectiJll 2~ ;~ n >l fHrni·,hcd nr i> fnrnHt~d ocft<'r tlw com
mcncem~tlt Gf the next linnncinl J'C<!\1", or wh~1·c the return of lottll in-

(d) Wl!CfC [\te l'e(\lll\ of (o(~J 
nnder,oul:-•ccti•ll(Jlnfnccli•>n 
'cctiJn2:lh,u; 1wtlernconlJ>lie<lwi\hwillointlLe lime n1lo\>i?-<ll 1Y !11<' 

~';,~~:c ;J~ ~1'~e~,1~:::~:.\~' ~~~~~~'::;,!,~ :::: t ~ 1~11('-0 ~',', ;~~~ ~:~~~~ ,:: :~l~:c~~:~ l :~71'~1~~! ::~~ ~; 
nny wlddt wo 11 1cl l"''"e l'ecn pnynlole hn<l the incume n~ rell!TliCcl, hecu 

ncecp\ccl n~ the corrc~t income: 

(e) :~:~~;,:,:~~~;~:; ';~ ~': i ~~~~~1, ~ :' ,~ ~ :;'~u~ ~~: :::~~:~;~ci :11~~~~o~~r~,~~O~l~l'~~~~~',1~~~:~:~1>~~ 

(ili) 

L,,_ 



92 J.AW :\ND I."rtGIST,A'l'IOl\"- 'l'AXA'l'ION 

(iv) where n person hns fdiled to comply with tloe notice nnrl~r snh-scctio11 
(2) of ~ectiOII 2Z or section 3!, and -proves tlt~l h<!> has no income liable 

(t>i) 

Rhn\] he [l flCIIUl\y 

the return required 
nuder ~ection 22 Itule;;s n notice \lllrler su!J-sectiDn (2) of th01.t section 
or nnder sedio11 ~I has been SCl"Yed on Jdm ; 

or i~ an <lmcgistered linn trcate<l nml~r dnnsc (b) 
o! section 23 ac, a registerer! firm, 90 that the amount of the ineo:ne-tux 
nne\ Sllper-lnx the firm il,;elf h:w not ]Jecn c~e!erminc1l, tile 

the rct;i,lered firm sho.ll he Uwl nl!lOI!ll! 

lliiredstercrlfinn.'; 

(h) in sub-scction(2),-

(i) for the words "Appcllnle Assi,tanl CommiH;ioucr or the Appdlntc 'l'ribu-
nn\" tl:(" words 1\s!istnnl Commis~iouer,!llc 
Comlllisoioner or ~nb~tiluted , 

(ii) o.fter the worrls "proccellings tmder !llis Act" the wonls "whether or 

llOt S4ch relnlc to the nf'rcssmcnt of whicl1 the distribution 

(c) after sub-s~ctiou (~). !l1c following: Bnh-~ccti'lll ~hall h• iwcr\e(], 1tn111cl.r :

If the IllCOiliC·bx Officer, 
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nnd se,·em11y liable for lhc penalty levier] 

(d) in snL-section (5), for t11c wonl". bmcket~ nnll fignrcs, "Appcllntc Assistnnl 
the 'l'ribHnal on nn or<ler 1111<lcr 

sul:-sectioll (/) be substitnled, 

llam~ly:-

(e) after sub-section (li), the following sub-"ection ehnllhc in~erled nnmo<ly :-

"(7) 

33 • .Amendmont of soction 30, Act XI of 1922.-In rcction 30 of the prindpo.l Act,

(a} for snb-~eetion (1), the fol'owi11g • uh-> eclion ~hall be Stlhtitlllc<l, nnn•cly :

''(1} Atl}' i\SSCS'.'ec-

(i} to tllt~l~n~::~ 1:1~a;f1J~:1 ~1:,:~:r section 2~:· o~11;o a:;:: 11:11~10~:11 ~:~ 
lo~s computed under section 24, or 

(ii) to tile cnnc5~:~~~i0o::i:~· an ~;'c::~·;i-~;~'\~~ff~~crl~f ~~~;c~~~;,;lrtn~ 

(iii) 

(iv) olJjccliug to 011 order of rcc~ificntion ot of Jdu;al to JCClify made by nn 

Jnron1c*tax Office• uu•~n occti"n :o5, ot 
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(b) 
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of section 4G, nuhoss the tax has 

the notice of tlemnn<l forptna1ly; 

par!n~r m•y, 011 

!Jchalf of the linn nn•l after partners to the petition, appeal to the 

,\ppella!~ As•istant Co-nmiHsioncr U);ainst any ordH of the IliCOme-tax 

OITicccr <letcrmining the amonut of theo total incom;o or the lOll 

of the firm or the apportio!l ncnt thercJf Uelw<:en the severn! jlRrtncr~. 

(h) iu sub-r.ectioo (/A), the bracl;cts, figures, letters and wonl '' (3A) nnd ''or 
(2Ci" shalllJe omitted; 

(c) in blli.J-sectiou (2). !Jr the "'onls, figures anrl letter "to regi~ler a firm uurler 

section Zl'A or of the date of the refusal to mal:c a frc"h llf>Sessmentnn<ler 
section 27," the following slJa\llw snlJstil<i!ed, JJnmely :-

"or of theiutinlaliott of the order 

rcgi9tration ofo. firm nnler sub·J~diotl (I) 

''nml the cousi1le!alion of thnl ;:r01md docs 
nll}' e·vi<lencecont•n•:;·tothcprol'isionocontnincd 

(&)after ~U]H;ction (2..1), tl1c following suJ,.ocction shall be iu5crted nmnelr: 

"(213) 'l'he Appcllnte A~~i~-lanl Comnds• loner shall not, nl the inslnnc" of the 

Co 

Commi,sioner mny, nftcr recording llis 
prorlnccd nny nr\ditionnl .,.,.jdence which mn)' 

be necco,ary to ena1J1e l1imto rli~poce of the Bppeal, iJ1clndiug thcpnsdng 
ofa11 onler ther€ill enbancin~; an aoresr,!ll£'111,"; 

(e) for Slll.J-section {3), the follo"ing s!l]Hcction 1.ha11 be snbDlitulcd, nntuel}' :-
"(3) 

(i) intl!ecn~eofanorder ofasscsS111Clll-
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con~;·,'~' ::::~~~~;e~:~':1,11~Je, <l~;~:~"~he Inc<JIIW-lax omce•· to m~~,:c·~ ~':~~~~ 
aosc,smclll uftcr making such fnrlilcr inquiro "" the lncomr-tac-: 
Officer may think fit or the 
<lirect,nnd tl•clncome-tax 
~nch fresh asscssmclll anLl determine, whcrr ncccos~r)', tlLC o.moHnt 

of tnx po.ynblc 011 the La.<is of snch fresh 

(if) in the cnse of au "l'peal n:::aiu~t !l compnlntiou of lass ll!Hkr section 24-

cOJdirm or vnry such computatio11 : 

(iii) in the case of an onler co.nccllit•g or rcftosi11g the rl'gislEation of a firm 
umlcrsnL-scction {4) ofseclion".!:J orsection2FA-

co11firm such orrlcr or cunc~l il and clirccl the Income-tax Offoccr to 
register the ftrm nml to assess the par[ll01'S "CJ'nrnlely fJll theit 
reepcctiv<:>shnns; 

in t11e case- of all orrlcr lliHkr snlJ-s~cli'm (.1) of "ectinn 
of sccli~ 11 (2) of see lion "2.ii or 

sectim1 4~F.-

con r~::" ~ ~~ ~~~ 111 ~~ •;1 .,:'"~~~ 1 ::\~~:i:t~ '~~;, ,~~~: ·~: :~J ~~h~~~~s~ i:':c~ 11
" ;;;1~:~ ~~~~:·:,;:~ :~ 

mo(]ificntion of the noRessments of the prerlecess01s ~!Hll!Je onccessors 

conccmed: 

(v) in the cnsc: of 1111 01 rler 11nder snL-scctiou {/)of section 2~A.-

conrirm such order or cancel it and either· <Htccl the Inconte-tnx Ollicl'"r 
to mnke ftlrthcr an(] 

me11t in themnnncr laid 

(vi) 1~;.;~~~~- :::~e-r.::1 i::: ~;;!:~ s~~~:;::~ :~~-~'i<~~ :~;;~orc~-~~~~;~"tl\i':'; e~!~~!,~";~~ll 
conrirrn or cancel such order or vary it so nseitl•nlocnhancc or reduce 

tl•c penalty; 

(vii) :~'~:ilr~: c~:~toft~:~ n~~',",'~\,"/,~,~~ri~.",l:~:e:~,t,;:;~ ;~':?,:~:~:~,~:ll~,~~:i~n niHl in 

tllclatter case tlircctlhc JcfnuLl o[ the S\lnl po.irl ElmlcrsnlJ-;cclton (6) of 

section IS 
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and a copy of the order shall be Gent to l!Je uss~ssee and the Co :mi-
ssioner.'' 

35. Amendment or section 33, Act XI of 1922.-In section 33 of the principal Act,

(a} for suh-se~tion (1), the fQllowing SlllJ-~e·~tiollS shall he sul.ntituted, na1nely ;

":-13. AjJ}eals to Aj;fc!/alc Tribunal.-(!) An; assessee objecting to an Ol,ler 
by 

him, 

to any such onler as is referred to in snb section 

b; an Inspecting AHsistuut Commi"siouc.r when 
exercising the powers of an Iucome-hx Officer, mrty to the 

([>)in rub-sectiou (2} for the words ''the orrler is communicated b the 
Commi8sioner !Jy" the wonls "rt copy of the order is receh-etl by the 
Commisoioner from" shall Le snL"tituted; 

(c) sub-section (2A) shall be r~nmubererl, sn!Heclion {2B} and before the 

sulJ-sectiou as so renumbered, the following sub-section shall lJ~ inscrtell 
namely:-
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Am.omlment of section 35, Aot XI of 1922.-Iu section 35 of the principal Act, 
after sub-section (4), the following snb-section slw.\1 be inserted, namely :-

Where in respect of any completed assessment of a partner in a firm it is 

<.m any reduction or 
enhancement made in the income of the finn under tection 3!, 33, 
33A, section 33B, section 66 or section GGA that the of the par tuN in 

the profit ot·loss of tlle firm l!!\S not been inclucled in the asse"sment of the 
partner or, if incln<lerl, i~ not correct, tloe inclttsi:on of the share in the 

mentor the correction \hereof, n~ the case m~y be, shall Le rleemecl to be a 

38, Substitution of now ~ections for section 37 in Act xr of 1922.-Fo,· sectiull 37 of 
of llie principal Ad, the fullowin); sections shall he substitut~d. nmnely :-

rule~ made in this 

nnmely:-

{a} the attendance of any p~rson nud exn.mining him on oath or 

(b) compening the productio11 of documents: 

(c) i%uing commissions lor the e:<amiuatiou of witnesses, 

(2) 

(3) 

13 

of sections 183 nml 2~8 of the 
cvcn' snell n.uthoritv shall Le ckemetlto l1e Le n revenue court the 
pur;ose8 of section- ·JSO and 482 of the Code of Criminal Procedure, 1898 

(Act Vof189S}. 
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37A. Powcrto mfcr ]>rcmiFcS, clo.-(1) Any income-lax authority not helow llH! 
rank of A9si"taul Commis~ioncr nzu\, if r.pccinlly nnth01·b10rl in this behalf by 
nny otherincomc-tnx nntholily, an Income-tax Officer mny--

(1') enternny 1milrling ur place, whether helong"in!{ to the }JCrson linhle to 

~~~~cssment or otlu~nri..e, if it or he bns rensou to believe Lhnt any JJook~ of 
account or otherrlocumcnts ofnuy such pe.r~mz mnyhc found therein: 

(ii) ~cizc auy ~uch JJOoka o[ accounts or document~ or pll\Ce mnrka of iilentifi
cntionthereon or make extracts or copie~ therefrom; 

(iii? make:• note ornn itwcutory ofn.nyothcrnl"iictc orlhiugfonudinthe 

course of the 6enreh which in iln or \Lis OJ>inion mny ]Jc useful for or 
tele"Vant to nny of thepmpo~es of this Act, 

aml ~lie provi•.ions of the Code of Criminal l'rocedure, 1898 (Act V of 1898), 
relahng to cenr~he~. EO f:1r as may he, shu11 nptJly to senrcltes made under 
theauthorityofthissuh-sectiou: 

l'ro\:id~d llmt where in t!Je Ot>inion of nn Income-tux Officer of CIIISs I service 
~~ 15 not pr~cticnble to obtain llm special authorisation of any other 
meou~e-tnx nnthority before proceedillf! to act uutler this section, he may 

::~~::i::;:~~~:,~:;e ~~::~:rs given by.i11iS sub-section without such previon6 

thereof in ~vritlng to tlteheJt~~:scl;,~~ ~:~i:~~~! ~;~11111:::~!~o:~:k:l:~in;pt~;: 
:::~~~~9re~~:~sh 1!.\~~:~~s:~:u~he exercise of such powers without obtaining 

(2) ~~~~~t~:~~~;:ii~',7an,~y~l:il~g clontahw~ in snb-r.ection (1) but withont prejudice 

1111thority to enter a~ :,1~1 ~=~~0~:~~;1:11;; ;,t shall _l>c l.:ll~ful for any income-tn:t 
lo or occupic!] l>y nny t>crson lia),;ees nn} I;uJ.ld\llg o; plnce );e!ouging 
aJ.SC!'smentforthe l'llf! { . 'or hell!nerl by 1t to be linlJlc to 

of t1mt nulhority, wou:~~·~,:' 11 ,'~;~~"~~r nuy inquiry which, in tl1e opinion 

the nuthorily may examine ~he hook~l>e Jmtpo~cs of this Act, nml tile 

:~ :~~~;e~c~~:;~f:;::~ place mnrl•s of it1cn~ifi~:~~;1~0:1i,'~rc:n °~~~:~nZ:~:~~:~~~: 
(J) ~otwilhstmuliul: ~~:ything in nny othcrl 

sltalthchouurl- nw tu tltecontrnry,everypersou 

(<>)toprorlucctothc iucome-tnl( nuthOI' 

;~~~:~e~~cumcntn in his clmrgc or cns~~~/::\~0~::: ~~~ ::~~~~~;~td ~~ 
(b) \~/!"ivc to llmauthority nny informationiJ . 

(c) to :~:l~:;;e 0~1~:1:01:1:~1ur other documents ~vi::~~~ P1~1~;s;!o~q~~r:~s~ecl of 

d authority liB >uay he 1 c~;::~::~: /or, or !nrnisl! auclt information to, the 

() tonuswernliquc.•tionswlJichluny be H 
. 34. Amomlmont of IIOotion as I 11 to him hy the authority," 

he renumbered a~ BlllHe~liou (I) ~~~::~~,0:u~; 2:1;-~;;:~i=~1 .3B of the lliincitml Act shall 

(a) for clau~e (1) the fo!lo\\·inl' clnuse l!ou (I) as so rcuumbcred,-

• shal!J;esu],stltute!l,unmely:-
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"(1) l'cquire !l.IIY Hiurln nnrlhided family, firm, or association or per~ons to 
furnish him witlt a ret11rt1 of tlm names nnrl suclJ other parliculau 
of the members nsmnybeprercrilJml ;"; 

(b) for clnn~e {.3). the ful!owinj:!' clause ~hnl! 1m ~nbstitntecl, namely :-
"(.3) rcquheany person tofnmieh 11 r.ll<\~\!l<'Utof thenam~" nur\ a<lclrl'sses 

of n11 pcr~ous to whom lte has pnirl in any year tl'nt, J>leminrn, inlCJt'st, 
comntis~ion, ro;nHy or lJrokeragt>, or nny annuity not hcing nnlllli\Uily 
taxable lllllier the head "anlnril's", or uny n\ht'r ~11111 clu!T)!enl>lC under 
tlJC Act amounting lo more tlinu [our hnnrlJerl rnpe~s. lr>Jrc'Lher 1vith 
pnrticulnraofall sncl1 payment:;macle ;"; 

(c) after clnnsc (4), the following cll'.n~e3 shnll )>e inserter\, umnely :-
''(5) rcrjnlreaJlypcrsoudoingormnnagiug auylmhinessonbelm!fofnnother 

pen;on uol re,.irleul in the ta:tnh!e trrtitorka or having nuy laleiner.a 
connection with ~nclt othP.r J><'lSOll within the m~nning of section 42 to 
furnish a R[I'.\CillCI>t of the nruncs niH\ aclrlre~"es of all such persona on 
1vhose bchnlf he ha" done JJ\Isines• in the laxaiJie territorien or with whom 

l1e has such bnslncsa coJmcclionin nny year: 

{li) require nl•y l>anldng oriusurnncc comt>nny,nollvitli~tntaliJJg nuylhing ill 
any l!l\V to the coutrary, to fnmish n alatemcut of the names nncl 
nddreseea of nil peroous who hn\"e mnrl11 rlepnsils or !uwc tnken loans 
or o\·crdrnfts or wl1o lmvemnrleremittnncesor\vho havetakeu policie~ 
in auy year of such mnouut n~ mny be prescrihecl together with 
particulars of ll1e rleposil~. Juan~, ovenlrnfta, rcmillnnce~, policies nncl of 
thcaccnri\icn unrl other J>ropc!ty lodger\ with thehankingorinaurnncc 

compauy,na tl!ecnsc may he; 

(7) rerl'1irc nnychnrtcrccl ncrounlnnllo furui~h n stntcmcntofthcnnmcsnll<l 
nddres~~'>ll of the l>l!oiJJCS!<:-~ nnrl of the> propric>lors thereof whose ncconuts 
wcrenurlilerlby l1im iu 11ny JC'IIl' t<.ogl."tlwr 11ith the p<!rtknlnrH of the 
peri'lrl to which the nccom•t~ rclnte nnrl the sropcofsuchnnolit: 

(8) r"quirc nt>Y J>Prson who o1111n jointly 1dlhothcr J>HS011SIIIl}" security, 
stocks AlmH·s or <lrpo~itg or propNly lo fmui~h a slntmncnlof the nnmee 
ntul urhlreH!esof allt•crsong who l~:we nlenrfidnl itllcrcat therein and 

(9) require any JlClSol\ mnintnil>il'l: n ~nfc rlet><>Sih• ,·null ; to furnish the nnmcs 
nurl nrlolJ~li~Cf\ of nll t•er~<>ll" who hnve or hnrl nl nny time hired lockers 

or lml·elorlgecl nny property for~nfccustorly; 

(10) require nuy 1•er~on to .~mnil;h nnch informn\ion or <n·irlencc W}Iich 
may directly or indirectly be nseful or rclc,·nnt to nny nsre~stuentnuule 

or to]JC mn<lc"; 

(b) nfter llnh-r.cction {1) as ~o re-umnl>cre!l, lhcfoUowing sub-~>Cctlon slmllbe 

inBerte!lnamely: 

"(2) Any return or statement required tlllrler BJtb-section {I) ahnllb~ in the 

pRscrll>crl form nn•l verified in theprcsctlbml !1lnnncr," 

40. Amondmont or aoction 41, Aut XI or 1922.-In anb·!'eclion (I) of sectiou 41 oftlte 

JllillcipnlAct.-
(i) nflcr the worrl~ nnd figure~ "the l\Inssnhnat> Wnkf Vnlidnling Act, 1913," the 

words "or Ute Sl111bnit or otlter wntmger of n properly held under n t>riva.le 
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religious trnsl or an endowment or nny other legal aLligation" shaH be 
inserted; 

shall be levhll awl recoverable llllhe maximum rate, namely :-

(i) where the in~ome, profit• and gains are receivable on behalf of or for the 
benefltofannrlificialorjnri<licalperson; 

g~ins are not specifically receivable 011 

(i•i} WIJere the illco:ne, proJits and gains are rcceiva)Jle on behnH of or for 
the b~uefits of more than one tJerg"n, anrl the rc'ev<1.nt rlocmnenl or 

or juriclical per~on, have 
no other pereonal income chargeable under this Act, in which cnee the 
lax ~lJatl be levied and rccovern],le-, ,,s if such income, prof1te and gain~ 

or such r.nrtlhe:eof \>ere the iolnl inconoe of nu a~sociation of persons.'' 

H. Amendment of sootion 12, Ant XI or 1922.-In Pectiorl ~2 of the 1lriuciprtl Act,-

(a) for the words beginuing with "All income" and ending with the words "the 
asseo,eein re~;>ect of snell income.[ ax ; 'the fo1llowing sltall\;e substituted, 
ur.me'r:-

'Save 
(1) of 10ection 4, all income, proWls 

pr·ofit" or 

~~;;;::::~;::::::::;;,'~~;;::':;,::::::,':::~:~~::',,;';,~'::,::';::.~;:;::: :,:·,:':,::',\:: 
re,pect of "IICh income t""· ~ll income, Jlrofits or gains ol 

in lhein"nl!:" icnilaries whcll1er 
or from any other pcr"o11, Leing a~ressetl 
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(c) for sub-section (2). the following sub-section snbstitutetl, n~mely :-

''(2) Where a person carries on l.Jusin<'SS in the taxal.Jle territories nr"l it 

lllightl.Je expect<'d to arise iu the 
first mentionell persan shall Le clwrgeal.Jle to tax on SIICh amonnt of 

profits as 1night reasounl;ly bav<e expected to arise or deetued to 
atise in the ta"al.Jie tenitmies1m1 for tlre close connection between him 
and [1-_e other persc>n." 

the !vllowiug ftlll-,;ection r,\IalllJe inserted, namely:-

Notwithsinndinr: anything: contairred in the Indian Compmries Act, l!l13 

1~113), wheie, in 1cspeet of thO' profits nml gains of any pre-vious 
the year for the assessment 

for the as"ef"ment for m1y year prior or suhsoc'l_netll theteto, [B::i.: is or has 
l.Jeen m.se.<sed on n company, whether before or in the conrse of or after ·it~ 
liquidation, if any and any such tnx cannot be recovered frotn the compniiJ, 

43 , Sub~titution or now Cbilptor VA in Aot XI of 1922.-For Chapter VA of the 

principal Act, the following Chapter shalll.Je substituted, namely:-
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perBon ou his )Jcha11 

or goods bot)ked by 

such returns. ilnny, 

'"~~~;~~~~g~:~~:;;:~~.:~i:~::·~: 
(") 

INDIAN INCOJI!:G TA~ A;\IJ!NDlli!;N'l' Bitt, !951 103 

to )'imntthe snme is s~lisf1cd that the tax has ]J~eu duly T'llicl 

(5) EvNy Cm;toms Collector nnd any olhe~ officer authorised in lhi" ]Jehalf by 

l]1c Customs Collector who bJ.s collecle<l ll.IIY sums under lhi• Chapter 

sl1all, within Rnch litnc nud in such mnnner ns may be pH•8cribed by the 

Ceutrnl Ho[lrd of R"vemte, pny the amount so coll~cted to the Cidit of the 
Cen\rul Government ""'1 slwll abo fnrni·;h to the Income-lax Officer such 

slntcments and infonnation in thi~ behalf n~ mny b<' pre~c1ibeU, 

nn<l the diJTercuce bel ween the 

by him shall he rmid br 

H. Amendment of aaotion 44D, Act XI of 1922. HD ol the Jlrincipal 

Ael,-

(a} In sub-secliou (!}.the wor<ls "ur ton tJerson JJul no\ ordi1wrily 

resident" shotlllJ<O' omitted: 

{b) 1nsu1J-seclion(2}, tl1ewonls "ur resident Lntnot onlinarily resident" shall 

he omitted 

~u. Insertion of new ao~tion ~4G in Aot XI of 1922.-·CIHl.JJler Vll, nfler see lion 44F of 

the Jlriudpnl Act, the followin)i re~tion shall be insN\ell, namely;-
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week of the elate on which the com-pany or thai 
with n copy of the In~ome tax Officer's order-

an,] within one 

person is sencJ 

:"J the company sha11 cancel the origi1Ht1 share cerliflcnte or debenture 
1Joncl, nnd isstte n ilnp1icate shnre ccrtilicatc or debenture bond in the 
name of, and 

(b) in the Cnfe of n d~posils or credit, the Colllp:tny or other person slm\1 
lra•lsfer the same to 

the Reserve Bauk of India {Qr mnl on he half of tl1e Consolidated Fnn,) 
oflnclia, 

and snfficicnl 

Je"pc~t of the i"""e of duplicate 
or lhe transfer of the amount ut 

'"~::, .. ~:;'~;:~~::;:::·::::.':,~:~:::;::::':::i,:::~::~·":,~;:::,';: ·~~::;::' ;::.,·::t,~:: 
(5) Any person clnlming 

::Hl:':'~i~,]Ji.:e~~:~lect of which the lncomc·tax 
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i~ noltl!e o.slem·ib'e or leg~ I owner o[ SliCh n~sc(s, thc11, notwith~trmdiug the 
Jlrovi>dons cont~illccl other law for the fotcc, the tax in 
reopecl of the may );c recovcreJ the o~lensiblc or 
lcgfl.l owner of those no~els: 

l'roYidcr\ that 110 ench rccovc·ry "hall be made unless the o•;tensih1<> 01 
oW!lN l1ml notice of the procccdi11gs ~t nny lime before 
nsscesmcnt was made wlwrclJ:r the inc<mJC Cm!le to be r.o iuclndcd in the total 
income of that other pcnson" 

H. Amenrlmont of ecation 16, Aot; XI ol' 192a.-~-Tn section -!G of the principal Act.

(a) for snh-rcction (I), the following sHIJ-,ecction sl1~1I he 8111Jstitulcc1. nanH;,ly :-

'(I) \\'hen an <lefanlt in mukingajmymcnt ofincomc-tnx, the 
lncomc-tnxOflicet·llwy-

(a) direct, in l1io di~crctio11, thnt i11 addition to the amount of the nrrerLr~, n 
~till\ not c-x~cediug that nrnottnt >Ohall be teooYerc<l from the asse9,ce by 
way of pPllalty 

{/J) after ~ulJ-sediun (lA) the fullow:ug 8t•h·sec!ion ~hn11 L~ inserted, llflmdy !

income-lax nn<l pPnnlty 

him ncconlingly: 

rro:::~~~~~·r"~:.~: t;:~~~;.;·,,:~~~~e~,~~:~~,~:~s1~;·;;!:::~~";:, 1~~e~,~:"c~:~:;'~ ~::l':::~::L~~\:~ 
mcetil•glhc charge," 

(c) insub-6 ection (SA). for tltc lnst pnrngmph, \l!C follo\dnJ: J>llrttgrnph shn1l 

)JCOtt!Jstitu(Ct],1H\111Ciy !-

"\\'Jtere n p~rso 11 to whom'' notice m1dcr lhi~ oub-~ccdou is sent, o!Jjccts to 

it on the grr>li1Hi tlwllhc """' 
the ns"CRCC or tl•ni he doe" 110t hold :m) 
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(d) after suL-seclion (SA), the following sulHecliou slJUll be h1serte,J,na1neh :-

"(5B} The inco•ne-tax Officer may, by 110lice in wlitinp; (a copy of";lich 
shalllJe fowarrlcd to the assessee alllis lust address known to the Income
bx Officer}, prohibit any ]Jerson holding in his custody 
ill>: lo lhc assessee from varlillg with them, either in of the 
l\SS{sscc or any other person, aull any such notice slwll have llie same 
effect as if it were an allachmenl the Collector in o::erciBe of hi~ 

(2). 

(5C) 1f any person to whom a notice umlcr Bub-section 
COlllj>ly with tl1e notice fllHllJ~rls with the aseC'ls, 

in ddaull, RO liowe,·er that the extent of his liability shall 
not o::cccrlthe valne of the a%cls he haf so pnrtcU w·ith : . 

l'roYi<led that if any snell person parlB with the assets in fayour of the 
in case Wl1ere the particulars of the a~sets ]Hn-e not been 

dioclosed to whether at the limo.> when thC' nsoets 
thereto, he shalllJe 

l"II]Jees, or with both." 
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been made fvr the payment of ull or uny of well taxe~ ,vhieh are or n1ay 

become puyitble by that person: 

ProYilled th>lt if the competent authority i9 satisfied that such persOlt intends 

~eclion (1) of section 4S of this Act. 

( 4) T~~~ c::•t~~11c~:l:~;~:~ '~':n:1:~,a~~:~;~:e n~l;::;rry;~~~ u :~~~ n~1:n ~r'~~~i~~:~~~e:~~s\~:i: 
section. 

49. Amendmont of eect-ion 49D, Act XI of 1922.-For section 49lJ of the principal Act, 

the followi11g Eection slHllllJe snbstilnte,\, nmncly :-

~~~~:~~~~~ :'a~>:~edp:~:,~:::~::'~~:~~Cll;,le:~vri::,li~'f":;~~v~~:~~,~:~v in force in that 

be cntil1e<1 to the <lcdnction from the Indian income tnx 
l>IXCtl income nt the 

(2) The Central GoYernmE'nl may, by notif,cation in the Official Gazette, declare 

that the 

E:rjJiaHalion.-ln this section,-
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the other proYi~ions of this Act but before deduction ofnny rclief,hw 
lluderthis section, by the total inconte; 

~o. Amendment of aeoilon 49E, Aot XI ofl922.-In section 49E of the principal Act 
for the words the tax'' the words "ag-ainst \he tax interest or penalq·" 

51. SulJ~titutlon of now s~~tion for soction 01, Aot XI of 1922.-For sectio11 51 of the 
prindpal Act, the following s~clion shall be substituted, 11amely; 

"51, Failure to mal:c j>ay11W111s or dclf'I)Cf J'dtlrtiS or statements clc.-l[ a 
person fails without reasonable cause or excuse-

(a) to deduct aml pay lax as rcqtlircd under section 18 or sub-section (5) of 
section-!6; 

(b) to furnish a certificate reqt1iretl umkr sub-section (9) of ~ectiou IS or 
sc~tiou 20; 

(o) to furnisl1 in ·<lue lime any of tl1e returns mentioned in s<O~lion 19A, 
section ~0;\, section 2!, sub-section (2} of section 22 or section 3S ; 

(d) to furnish in due lime the retun1 required under "nil-section (I) of section 
22 in anT case Wl1ere the lotul income c:-.:cccds the amount not chnrgcu!Jle 
to income tax hy two thou9und ruvees provi<lcd the failure wns also 
wilfuJ; 

{e) to proclnce, or Calise ou or before the rb.te mentioned in 

anr notice under (4) of section 2~, snell accoulltS and 

(!) 
documents as are referre<lto in the notice; 

ofscdion25B or fails as n trustee duly to 

{1,') to grant in~pection or allow copies to be taken in aceonlancc will! the 
provisions of,-,ection 39, 

~ 2 · Substitution of now soottou for section 52, Act :xr or 1922,·-For section 52 of the 
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face valne, 

of sections 233 atHl 2:!-l of the CQ(lo of Crimitt~l Procetlnr:, 
shaH not ~pply to the trhl of offeuceo under tltts 

~:~~~\1,~~1 l~~n:,~ ~~cdc (Ac~~~:~e~~c~~G~;'::\~:,:~~~~0~1ff!~~~s 1~1;~ ·~~:~,~,~~tl:fd n;,~ 

~~~~~~~:~," :~:::ee::~:~ 0:::u~~~ 11:1rcoc~::~n:s1 s~~;~;:;i~~':,::t~l:e~l~~ef,o~:~s;l~~~:~~~ 
transactions,'' 

~3. rn~ertion of now aoction U2A in Aot xrof 1922-After section 52 of the principal 

H "" follo~•::::,::::0i:.:~~~i:~i;;~~:~~'~;:~E:~::~::: ~:·:~:::~:::,;:~::;1 ;:;:::: :: 
com·iction before a magi"tr~te, be punishal!le with the pUJt!Shment 

pro,·ider\ for [he offence ~betted," , -n n 

54. Snb~tltutlon of new sootion for soction 53, Aot:XI of t922.~~For secl!on ~~of lit~ 
jllincipul Act. tlte following fC'Ction f,ha!llJ~ BUb"tituted name!} ·~'!o court sh~ll tnke 

Utl offence 
1~1~:::::~~1 ;:nl:i~l;~:t~:;:f~;;:~:l~~~,:~~~~::~:~;::,'~ 

::::~crcd Ulltl~~~~~ti:':~·cl~t~';'~n arrear of income-tax. 

~5. Amon(!mont of BOot-ion 50, Aot XI or 1922.-·In ~ttil-scction (3) o! section 54 of the 

princip(;; '~::·~uses (a} nml {b), the folloY.ing clnu~es ~;hnll b<' Stil!SliluteU, umncly :~ 
in co 11 nection with 

"(a} of n11y ~nch of lSGO} ""'"""""'"''·'" 

~:~~~it:'; ~~:~~gin the conroe of the e:xeculiou of thi~ A~l, or 
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shall besuhstilltled; 

(<•) after chu"c U,), the following clauses shall )Je inserted, namely ;-

''{q} of any such particulars lo the Advocate GeneJnl where the Incomc·lnx 

Officer has rea"on lo belkve that there has been a breach of tn1sl relath1g 
trust or other legal obligati~" for religioliS or 

1mrposes to enaLlc the Ad1·ocnle General to take ~uch action 
u"hemnythiukf1t,or 

to any authority or 
action in respect thereof, where such purti· 

[Lintished Ly the person with a view to reduce the 
liability to tax or to HCClllC any oll!t:r adv1mtngc umlci tld~ Act, or 

{s) of mty alakmcnts to any person or court, if the 

~~~:s:~ ~~~~~ 0°:0 ~~~;\~ro~~:~~;;o0 ;:s:~~~l:l~; another pcmill 
(I) ~~~lh":'l~c·~:;:~:,~:.~::~t~1~~~ ;,:c~::~.,~:~n~i~!~~ccr~n;i~l:~;·l~:~~~ ~~::,~t~:~:~~ 

~:,'~~~::e:J:r in a posiliou to hell' hill! in the detection of uuy concculcd 

(") :~l~1r0:~~:~~,~~~:; 1~~s~~~J~:~~;i~~~~~~le~~"~;~tlon or 

(v) ~,:•::11~~,~~::~n~~p~t~111~~::r~~~~L~l1CI:•tllncnt of ~:.c Central Go\~~::~:~~~:~~:~ 

(i) 

uuthu•ily or court or chamber to confcJ 

~~~o~~tl~~'.'Y r>th-ilcgc, patronage, office, po>iliun 0{ 
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of the nccumnlnlc<l l1nlnncc due to him is rc!aiue<l in the fntHllo 11e 
drawn by him nt nny time on dcmancl" slwll l!e inserted, 

"(2) Where there is a rcjlU):!lll\llC}' h~tween 1\llY rnlcs of nn 
fund or the terms of the instrnmcntun,]er 

made thercumler, tl1c rnks of the fund or the terms of the i11~trument 
under which the fund is established s]Hlll, to the extent of the 
repngnnncy, be of no effect: nnd the Centrnl 13onrc1 of Rc,Tlllle may 

58 Amondmant of aootion !iSS, Aot XI of 1922.-)ll sectiOll 5SS of the r>l'ineipa1 Act.

(") in sub-section (2), the word~ "lmt not at or in connHlioll with the termina

tion of his employment" shnll be omiUccl ; 

(b) niter sub-section (2), the following snb-~eciion slw11 be inoerte<l, unmely :-

(2) I11 nd<iitiou to any power co11fcrred by U1is Chat>ter, the Centml Govel"ll-

mcll\Jllnymal<erules-

(o) other information to lJe snbndllerl with all 

(b) lillliting lll<" 'onli11ary annunl COllttilJ11tion' 11ml ally other contri!Jillion 

l(; un employer; 
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(ri) 

(c) provirling for the; withdrawn! of approval in the ca;-c of a fnnrl which 

ceas~~ to sati~fy lhe requirements of lhi" Chapter nncl of the rules marie 
lhcrennrlcr; nll(] 

tn purposes of this ChaJlter r111d to "llch 

u!lministralion of lhe approved 
fnnclsan<lthP 

namely;-

XI of 1922.--In sulJ-SCction (2) of ~ection 5~ of 
(d), the followin.t: clo.H£CS shall be sul.Jsliltlle<l, 

''(c) \he proce,]nre for .t:iving effect to the term~ of any ar,n:emeut 

of double tn,atioll on income whicl1 may be CII(Crccl i11to 

)ri) 
)>y the Central Governmen\untler "ection 4\JAA ; 

nc\l"artls lo }lCI'Sons gh-ing definite infor!tlatioll or 

concealment or nnder-st>\lc-
ment of income ),y nn assessee, or lo lhc recovery of nny lnx 
from him and the manner nnd cirCII!nstances in which rewards may 
gta!l\cd. 

01. Insertion of nnw- socUon 59A in Aot Xl of B22.-After s~ction S9 of tlw plincipnl 
Acl,tl!cfollowingscetions]]all ill,crtcd,muncly :-

has ~J:e:,h:~~'~:~~:,~l ~~~~::n;~:,i:n~ec~:~~: ~~~~;" 11~:r;~::ll~l~c~1·~~~:~11 
nnylltiug or is01~i~:·;;,l~h the ~~:~:i~lrc::·~;,n;;~'!c c:~1 :;n;v~f~~:~n:~:~"t~:::~ record a findin!!" to lhal dfceL 11 ncJ 
d{•c•uccltollflVe],c(·llwitlHlrawnancl 
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::~::::r1~~~!~"~cntn;~ 01~:::1,:~~~:~ ~;~::,:;~·olhct·wise ha\'C ~Jec!l lLthle'::.a"J' pcllalty 

62, Amendment of section 61, Aot Xt of 1922.--Jn eeclioll 61 of the print;ipal Act

(a)instll>-sc;ction(2),·-
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(d) whoo<= name= ha> been removed from the register maintained lJy any 
other Commiesioner acting mHler clause (b) Of chuse (c)."; 

(c) in sub-section (3), for the words beginning with "No person who has 
been dismissed" and ending with the words "to represent an .assesoee 
under sub-section (1)", the following sha111Je substituted, IJ[l!nely :-

"(3) :1\operson-

(a) who has been Dismi•scd from the service of Government after the lst 
day of April, lS-18; or 

(b) who ha~ resigne'l from the sen·ice of Government before the comple
tion of twenty-fn•e years of8er-.;icco; or 

(c) who was formc=rly in the service of such department of Government a~ 

I< I 

huve elapsed since the dale of his 

of another -person; or 

penalty for abetment has been imposed on thut other perBon tmder 
section 28; or 

(f) who ha~ lJ~come un insolvent, 

shall be qualified to represent an ns.es"ee unrler snh-scction (1), and if n!Jj' 

(d) after snb-scctiotl (3), the following snb-secti 011 shall he inserted, namely:

"(4} In addition to a11y •·uJe~ whieh may h~ 1nade under sub-section (2A) 

am1 (2B), the Central Jloarll of Revenue may make rule~-
(a) regulating lhecondnct ofincmue-tnx practitioners; 
[b) 

o.pplication 

(&) p:,~:~,r:~:-~~:e~:~:1 ~';11:,::~ ~~,!ce for.~ach initial registration and for tlte 
the tune anll mode of payment of BUCh fee; 

fees where \lJe application for enrolment 
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63, Amendment of section 63, Act X of 1~22.-In section 63 CJ! the principnl Act,-

( a) ~~ :jl:~::~~eti~=n~i};l [ ;:,~;; ~~~~Jr~ ;,:~'~ ,:~0 ;,;,::· 'n~ ~~:~~~~d :l: ;:u ~~ ~~~~~ :1~0~:~:~ 
shall be snb•titutcd; 

(b) for snl>-scction the fo1l0\>ing- sub-section s]Hl.ll be Sl!bstitnted, uumely :-

in tho case of an itk;ivi \u,cl, 

namco, if any, i1twhicl! 
IHinororalun·ni:or"n 
of a cleceased incli,-dual, to 

name orin the 

''" 

(<i) i ~~ t'~~ey ~~:c ,:~i~ ~ r:;11~ ~a~~:1icll;:-::l ~~r!;;',:~ y ~,:'"b ~~~~r0e~:<e~r tot; t ~~~ht~H:~a;~:; 
or to the of nnnor 

or wltcrc the cli;solution is caused l>y the 
any member to the legallcptescntati''" of any s1.1ch deceasecl meml>er: 

addressed to it iu the name of the 

''66, 
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to refer to lite lligh Court any qucotion of 
order, and enLjectto the otlJer proyf,ions coni Hi ned 

the Appellate '1'1ilmnal shnll witloin one lmwlrerl Rllli 

<lays rcc~ip\ of such npplication tlrnw- np a s\ntemcnt of the car,c antl 
itlo \he High Comt: 

I'rovide<l that 

(2} If 011 nn application ma,le under ~lt!J-rectiott (1}, the 
(-r} refnscs to Mlllc acacc on the f~T0\1llf] thntuo 

(/•) reject.~ in on lllc groll!Hl that it i~ timc-!Jarrerl, 

the nrscsece O<"lhc Comtni~"iouer, "" th~ 1nay ]Jc. mny, 1n 
fnliing within c1ame (a} of !hie snl:-,ec!ion, within ~h mont]le, fron1 the 

dnte on wldch he is Ren-c<l with i11e notice of refueal, :tn<l in any 

within chusc (I•) of \lli-1 ~nlJ+CctiOII, within tw·o mm1ths from the <I ale 111 

which bcrccd,·es 11oti~c to stMe the cnec 

cntion, awl if he rlocoso the fee pni<ll,y !JimlllHlersn);.section (l),slwll 
refunded, 

(J) :~~:;c1~ 1 ~01~~0 1 :~~c ~~~i~i1~1~~:,~~~i~~~~:1r~l:. :~~L"~:~r;~o~~% 1~f JD' 8) ~,],all apply 10 nu 

(4) lf 011 nn npplicalion mn(]e llllrlcr 
of opinio11 th<H ~itl1e 1 

(6) T:~::;~::;,:::::::~:,:::;::;'~:::iJ::::::;l::::l:~,l<l::p::,',/''";"' "''Y """'' "'" eh"ll 
the "]JR]l Le '~ 111 ll!H]er Sen) of the Court :tll(~\1::,: 

to Ute A]Ji'Clla[e Tribunal w!Ji~h shall pass such 
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onler8 to rli;po'oc of the ens~ conformnhly I" snell 

judgement 

(?)The cost>' 0{ n11 y rd<'-lencc to the Tli.~h C"nn or the Supre.ne Co till shnU 1Jc 

of the Conrl 

(") Ultnr Pr:td<'-sh <Jl' Vin<lh)'n Pracl"'sh.-

(b\ ~~~~11:~~~h ~~~.·:::~,~~ .• :~.lh~t;~~~~'~·:;\ Jlhnml. Rnj dlnm, Snnrn~htnl, Ajnwr 

or Kutch---
th<'- lligh Coli 'I nl JlomlJay: 

(c) \V<?-sl lkng:t', l\Innipur, orthc An<hnlnn <LnLl :-licohar 

the Jiigh Conrt at 

1•1 

(.d l'unj"b 
l'LLnjab State Union, Bilnspnr, Delhi or 

Him.~chal l'r:tde·;b,-

A:,•~~~;~;;~:,~:;;:: i:,A:,::::'::,::. '" ,,]<.eedloc< (') of •:;':::::"~~ :,~': 

'' ;, " ~·,;,·; r ,:,~ :::, ::, ~:,~;; : ;:,'~ ;,~;:,':::~:;::~~,:::;;':;::;·: ,\:~: ";,~,:~~~~:~, r, r, "1 

"nml ~i•all be cled<le<l ill accor<laliCC will\ lltc opinion of snch Judges or of the 

majority (if m1y) of HliCh JU<lg~s; 

ProYi<led that where th~~:~.",;:~:::c;:,~\hct· Jmlgc~ of tlie High Court,~l~;~~~~c'~: 
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67 . .Amandmento!seotion67,Actxrot 1922.-In scclion 67 of the principal Act, 
for the words "No gnil shall he bronghl in any ch·il court to ~et nsidc or nwdify an 
asscsSlneut ma(]e under this Act" the following shall be Sl1bstitnled, namely;-

"No snit or otherproceetling sho.ll Le bi'Ollghl in any ci,·il court to "et aHi<lc or 

Of !\1)}" IISSCSSDICII\ 

6B. Amendment of section 67, Act XI of 1922.-In £ection 67A of the Act, 
for the \~orris "and the time requisite" the words ''and, wherc a 

not h~en served on the pers~11 con,crnetl, the ll.ne requi"ile" shall Le subslitnlerl. 

69. Amondmeutofsootion 67B, Ac~, XI of 1S22,-In section 67/l of lhc prindjml Act. 

ns"essee", the words "as if the provi9ion proposetl in the Dill then before l'nrlinment" 
shall Le suh~titutecl, 

10. Insertion of new soction 67Cin Act XI of 1922.-After sectiou 67D of tho principal 
Act,thefo11owingsectionsha11Lcinscrtec1, tuunely ;-

prevented n suLstnutial 
compliance with ncconling lo its trne intent nntl purposes, nnd 
ha~ nul, in fact, occasiot1ed n fnihtte of justice, 

(2} 

11. Antendmont Of the Sohodnle, Act XI of B22.-Iu the Sdtellnle to the princivnl Act, 
(a} for the wonl~ 

(b)inrule2,-

(i) inclaltse (b), for the worrls 
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such al\lOHnt" the wonls nml Lracketn 
(one.Julll or two·third, 

(d) for rules, following tHle _,hall he BHbstitulc1l. namely--

119 

"S. The prnfils nml gains of the hmnclLcs in the taxah'e tNritolieA of n 

::.~~:;:::;:~:~::::~: :~~::::~~~~~:~::~~:,;::::;~:::~::~::;:,:~:,:;';::',:::,;:;::~::::: 
lo his totnl premiun1 income. 

this rule, the worl<l income in rebtion to life insurunce 
not reoidcnt iu the to.xahle lerritorie' oiio.ll he compn· 

~er'~ ~~:" tl~~~~H~~::'~ 1 ,~j;\ 1 ~~:w::l "i,:',.,~::~:c b:,:; ~:"~'or c,:~,r~e~t:,\;';\~" t~~~ ~~~(~,~~: 
terri tones 

S'l'ATI\llli\NT 0\\)"eC'l'S AND REASONS. 

nmendmenl~ mu1ertn1cen, 

N'"~\'0 D~:Lill ; 

Tllc2ndjUJw, 1951. 

C. D, DJ\SI-Il\IUKH 
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Memorandum on the Indian Income Tax (Amendment) Bill, 1951. 

From-The 
Bengal of Commerce, 

To-The Secretary to the Government of India, 
l\Iinistry of Finance, New Dtlhi. 

There are several 
amendments in the Bill 

points of principle 
on which the Chambl'r 

from the 
to offer 

comments before proceeding to a detailed analysis of its terms. These 
they wonld however, by the remark that an entirely inadequate 
aJiJOunt of has been commercial and industrial inte:·ests to 
commcut upon the ume11dmcuts proposed, based upon a 
voluminous report issued two and a half ye:ns ago. The Bill which was 
introduced into Parliament on the 6th J unc, 1951 incorporates not only 

the in that report found acceptable to Government, but also 
other provisions not contemplated in the 1·eport. of the 

13il\ ·were not generally available until much later than the 6th 

2. Industrial and commercirtl interests have been required therefore 
to re-examine the recommendations of the Income Tax Investiga· 
tion Commission; consider the extent to which these have been met 
in tht: Bill; study the full implications of that measure; and submit 

1'he amending Bill runs to se\'enty-one clauses 
involved refereuces and cross references embracing 

taxation 'l'hc Chamber interests, given 
less than two months b tbis 

this impetuous method of 
which should surely be 

passed into law. 

must register a 
an intricate aurl 

for public opinion 

3, '!'he Chamber will lend their full support to all endeavours 
to ame11d th~ tax legislation and the machinery and methods employed 
thereunder lll order to defeat abuses and evasions. 'l'he ways in which 

to do this-if the Bill is any criterion -are not, 
view, the solution. The Act as it stands contains 

powers. whicb, if properly and vigorously exercised, would 
the llla!u purpose. It is in the enforcement methods and 

lll~~h~uery. e!llployed under the act that the Chamber's main 
cnttclstn hes; and if the of the department were strengthened 
innn~bers and in calibre and up-to-date methods adopted of tabulating 
all available data to permit of effective and timely utilisation, better and 
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more rapicl rcSL!lts wouU be achieved. A strengthening- of or an 
no solution to the if 

the eufvrcemeut tht first instance fully 'I'he 
Bill tmforltllLtlc\y cunveys is that 

honest asse;>ecs the arc to be >nhjectecl to considcralJlc 
extra work and har,1some1Jt wilh little practical resttlt on the 

\vho, aware of weakness in the enforcement mnchinery, will 
not, it felt, be much aflectecl. 
Relro~pecth•r; H.(fect 

4. 'l'he Bill scdcs to ill trod nee a quite imlefeiJSihle in 
taxation by makin!-( its te1 ms 

at any given time wl1at are his precise 
commitments in tax. He should uot be subject at some 
further tax obligations a1:d clisthilitics cf an nnkllown chaJacter. 
I\L:tnY lhOU."fllh)S of lFS~SSCE'S in COilllllerce and '\'0\\lrl 

fc,r i1:stance be taxable on the in 1950-51 to 

tlielll bona fide atlll in satisbction 
for which, 

rdro.~pcetive n::1tnre of lhc intro:lLtces morcm·er in ccrt~in 
cl:n1 se~, fnnhcr rcspo 11 sibili:ies mHl oLligatiou~. io tax Yitally aiTccllug 

These com pa11its \YO\\ ld he liab1e -·d the Bill Lecou1co, law-to 
heavy tax raynHnts, for which no conld 

hav;: been made as they 

harm 
engendered 
is this so 
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:~i~~~01~~~~~:~~~:~:~~- wonld be some of the effects of the flill if pass~d 

Section 23A 

for a 

of the Companies 

this conflict in me;ns. co:tld be found of overcoming 

under the revised definition coulcl havegtsla:tve enactm.ents, a company 
exercise of the po\\'er which there .e 110 rem~d!' ag-atnst an arbitrary 
of Stocl{ Exchanges, vtsed defimtwn places i11 the hands 

7. 
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to encoumge capital development from whatever source emanating. 
'rhe fact is, as the Chamber see it, th•1t these chan~cs whilst they may 
achieve a short term incrense in revenue from income tnx cetn only in 
the long rtlll do in<'stimable ha:m to industry which willlatCl· be reflected 

in the country's revenue from this source. There has Leen no 
tnnily yet to other than the press reports of the draft plan 
by the Planning ; hut these reveal that if the 
ambitions there expressed arc to be realised, there must be a 
amcudmeut of the new Section 23A before the expected 

industrial expansion can achieved. 

The I. T. O's Pmoers 
S. wide powers are sought to he given to Income Tax 

Officers; and tl1e a:·e concerud that in the there are 
no safeguards against their possible misuse. \Vithont any reason 
ett all, an income tax officer can enter and search an assessee's premises; 
and should tlwt be done nwliciously (or on tlte false1·eport of a "common 
informer" for ·which the Bill also makes an assessee has no 
remedies. Documents of title and books can be seized and 

retained for as !on~ as the I. T. 0. thinks 
day-to-day conduct of btlsiness from the security as 
dentia\1nture oft he records. powers of a Court are lobe conferred 

on Officers not qualified judicially to act but tuHler which 
ancl/or detention of an assessee by order of the I. '1'. O. 
Whatever formalities and in the Act can now by 

Clause 70 of the Bill be 
officer as to the Rqmblic in obtaiuiug its revenues. 

9. The Chamber nnderstaud Government's actuatiug motives bnt 
why all asses sees shoul,\ he classified ~lS dishunest 

to an excrdse of wide, far-reaching powers 
misu5e, there is no remedy under any of the 

to the Bill say with regard to Clause 8 
so that it will include the 

that definition has been 
value of any benefits in to an employee by au employer 

sach as free meals, free domestic services and "any sum by the 
employe 1• in 1·espcct or other bt1t for 

sneh payment would have by the 

go 011 to ~7 1::~mber of bnsiuess concerns have facilitated tax evasion 

by their higher paid employee. The cash salary .of the 
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which wns to tax, was sho1vn at a 
low and the were compensated 

of amcuities provided in 'kind'. ·u. K. to 
mnke a similar provision in their law to meet this evasion.'' 

11. This of an important issue is to )1e dcp!e• 
catcd; for the sought to be (aud the comparison made 
tries to support is that ail ot] 1 ~r th:~n 
ndllitions escaping tax and the U.K. none permitter]. 

118tcs ta];e no account of the difference~ in llle ecouomics of the c011 ntries 

without which no comparison in tax legislation is valid. Free medical 
b~1tcfits, free eZ:ucation, esseJJtial food snpplics nt low cost to consumers 

throngh ''ast subsidies, llirect cash payments f:lHl allowances for chil
clrcn-:1s also dependnuts-before income is taxed, are i nstanccrl 

from these, tbere are in the: U. K. 
from ta:;:, The use the nn:-do<>Y bY 

Go,·erument sho:1ld follow a similar proc~dltre in ~~tis. 
should specify in the Act (nol in the lll]c:s) {i) 
tax wiil be in the 

to salary; 
are so commonly available in lmsinesses that 

Act tbey cnn be regarded as exclnlled, such as 
recreational facilities aud li1e like. The Chamber's case 

to h: foltnrl the detailed notes, is for tax exemption in re5pect of (a) 
mcdJca\ cosl.s, (b) pas.ng~ costs and (c) free office tiffins, canteen weals 

~r ~O.)cl ratJons at concessional rates. 'l'bat there should be a tax 

habJ\Jty in of housing is plainly to avoid (liscrimination between 
n~.ses~ee~; for. the case of nn employee 
Wtll be lc>s t Jan that given to a lllan with no 

l~ousing accommorlation, 'l'o mrct this, tnlcs i~s!JN\ by C. !l. R. 
say that IO%, of the employees salary or the rentnl value whichever i.; 
less will be arlcled for lax liabilit~ anlllhe Chamber 
that this too he in the 

Conclusion 

the whole mntter 
the Act itself. 

of administrative convenie11ce, in avoid
which lhe revised definition of 

as>esoor and asse.<:sce, the 

to the ~~~~Jten:ions here advanced. 'l'hey commend 
then· favourable ncc:ep~auce. 

!3. 'l'hcre are other points iu 
wonld ~ake strong- exception. 'l'he new 

5 vide Clause 3 of 
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the Bill seeks to cleny in taxation matters a 
(aJHI st'"lted by the Supreme Co111l of ln1lia otL1ers) 

profits fro:ll mannfactnre accnte aJJll arise ouly at the pb~e 
of 111 amt!"ac:nre Not OtJly that clause-whkh wonld pbce Iudm 

in nniqne isoln.tio:t-bnt another which the Chamba will quote, 
statHl to nfTcd a COJtsi(\crahle of their membership. Cbn<;e {]2 
seeks Jo impose nnjnstiGcd n1H1 restrictions on the assessee's 

[Jeedom to choose his p~·ofessiotwl 

Present complexities aud t:txation 
mensnre is made law :11H\ Gov~rnment',; ncerls ;~ncl those 

the ass,'ssees for r<econrsc to the best ndvice pos,ihlc hr::co111e e1·e1J 

JllOJ"e essential, the Clwmber can linll for the practice of 
(]iscrimination and for tile in:position (]isqnalification,; to the extent 
that (;ovcr 11 nHoJJt ]!:we proposecl. 'l'hi' ,lis-~riminaticlll is iutrodnced 

also to the cleni tl of clllp\oymcntlo tiw~e who already lll<IY 
be in bn~ines-; -becan-;e of it5 1ctrospr::ctiYC tt;ttLJrc: as al~o 
hy the wording of the clansc-an(l the Chamber do:tbt if this is in 

acconl with constitutional rigl!ts. 
14. '}'11r::se and other of ,\etail will be btonght ont in the 

their 
tk;t 
it will be widt a request 

opinion. 

trust thnt Go\"('i!llllet~t will a fiord 
110\Y most strongly pressed 

in the ~essh,n, 

CJ.AU . .;E I 

(2) Per rcasorJS fnlJy ::Jahorated 1\[!0ll in the prcnmblc', this shonld 

be rrmcnded to rcnrl :~ 
''It shall b~ opcraliv~ as from the 1st 

to asscssmeuts from fltc year 

asscssm~r1ts.'' 

!953 awl s}w/1 
but ·110 

CLAUS1!2 .. 
(a) The words "or any other sum'' inserted in tl~c deGm!ton of 

an assessee are not understooll nor is their pt:rpose apprec~ated. 



12G LAW AND LEGISI,A'l'ION-'l'AXA'fiON 

of 
by whom income tfl:,:: is 

of an asse5see, those who sustained losses 
in any assessment year and had paid no tax, Accordin~ly, 

cerbin accruing to such assessees could be lost. Are. 
to meet this point is suggested. 

(c)(iii) Advances and loans to any shareholders are to be regarded as 
"rlividends" for the purposes of the Act. 'l'he clause shoald not however 

advances made the to its shareholders 

or Ivan arose· from trading by a 
company with one or more of its shareholders aucl was of a pttrely 

character. Exemption from the of that section 
given for U'lvances and/or loans repaid. 

When a loan is not adjusted against a dividend but repaid otherwise, 
such amount shou\r.l be allowed as a deduction from the total income ol 
the assessee in the year of l'e}Jaymenl; and an amendment to cover tbis ls 
also requested. 

. Reso1u:ions creatinv. bonus shares are nsually so worded that they 
nnght b~ mterpreted as involving a by the on 
behalf of or for A compauy has 

funds are plrtced in the of the 
nothing in the natnre of super-tax evasion 

operatio11. 

least GO per 

'1'11.e latter half of Recommendation No. 35 has not been implimentecl. 
It prov1des that "when loans have 1Jeen treated as dividends under this 
c,lalt~e, these shotlld be taken into consilleration in the application of 

;~~~ou 23A.'' 'l'his should also be specifically provided for iu Section 

'l'he first proviso in this clause refers to the opinion of the Income Tax 
~ffieer where tl;; snrn paid is in eiTeet ont of the accnmnlated of 

t~: shoull~a~~s a llot but of C:.ct; and 
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(d) (v) Reference is made to the opiuion of the Income 'l'ax 
Officer on a matter not on opinio11 but on fact. 

Mention it als~ made the party concerned in the transaction 
having a direct or indirect controlling inler<:st in the !nanageJ enterprise. 
The new clause: is clumsily worded. It should be made quite clear that 
it only when the receiving the c'ompensation has a 

interest in the entetprise and,.'or the new 

As it stands, the cla•.1se would apply if another with a 
interest were concerned in the lr.tnsaction such a person 
110 doul)t b~ c0neerned in the tnnstction, but the 

relevance to the question of liability on the ""'P"'~"tinn 
reference to "lhc party concerue I'' wac to "lhe 

cover the point here mmle. 

between 
(g) No objection is taken to extended definition of "principal 

seeks, ho\vever, to say that the '•person res
mean and ''shall bc deemed always to have 

officer of a company. To the retrospec-
is taken. Unsatisfactory 

cons~quences could atteJI(\ any attempt to make 
events anyone who might not at that time 

have been the ofiir:er''. 
(h) The definition of ''shareholders" ~hottld be amended so that 

the recognition of the beneficial a question of fact-is 

uotlcft to the decision of the Income Tax 
It is that the: defiuilion shou\(1 read:-

mcmz.~ a fxrson holding a share in any co/llft:.711)' and 

registered as a mem/Jcr tJJCrcof in its books and (rn)J other p:,.son 
~vl10 is either ell titled for t!tc time to the sltare 

or ~vho ~vould be to be assessed 011 the if any, 
distriiHited or deemed to be distributed in re.~pect of the share." 

Cr.AUSE 3 

(a) (ii) Sub-section (i) of the proposed Bxplanation 2 should be 

revised to read :-
''is it earned in the ta).:ablc territories to the ex!eut_~9_:_v_~~~ 

p~~l-~~-~r_~~~~l!~~Jl~f,0s ~d g-ains 8-CCr_l:!.ing- or arisi..:!.R_.i__l_J the 

taxable lerntones ; or 
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Sub-section (iii) should be re-worded to rend as follows ·-

"it is or out supern11nnntion fttt~d, contriLtt-

. nt any ti111e as a de(lltcliou 

~;:! of the ltl~~:-J1J~;o~~i::fili:1 and gains accruing or arising in 
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of the amendment to make the full profit on s des in ln(lia ( 

any nntnnfncturing ) accrue or arise i11 India, there can 
no relief in re:;pcct manufacturing profit. 

5 (ii) would affect no!I-rcsident ban kin<.; awl insurance 

etc., and wonll1 bring in the whole of the liable 

for tax in this country. In that Slll!C sub·s~ction 
· (iii 1, it should be mnrle perfectly cknr that the extent of the taxa1le 

income woald be that which .:nose in lhe taxable territory 
particularly observed that Explrlllation 5 (iv) has such a 
Its omission from Explanation 5 (iii) is not understood except ns being 

nuintcntional. 

{b) (ii) J\eeomnKtHlalion No GO reads ns follows:~ 
''Ou the qucsticu of expenses incurralfor business jmtjJoscs, 

recommend tfwt income Tax Ojjicus may be im;lructcd 
not to be tmduly strict abo:tt the a11101111f of cXjJwditurc 

under heads like motor cars maintained and amenities 
the b!!ltCjit of customers so long as 

such amount was actuaOy 
wrrs continuously made to jHISS 

Govcrument should han~ dmfted amend~ 
to that proposal. !\luch of the entertain

ment done Ly in this country in the fostniug of good,vill 

mHllJcncfit to trade aud commerce (as also Indh's rcn:!nttcs) is in quiet 
nnostentalions in priv;1te houses or in Clubs where-perhaps 
natnrally am1 for business pnrposcs is 

cottctntralcll. 'l'he system is the reverse 0f that in, for iustancc, Great 
vouchers from public restnnrants and resorts 

as proof of their 
bills in this country can be submitted; it 

of expenditure on bnsiuess <~.ccotwt if the is 
of eutertainment, though legitimately cOJJstitu-

tiiJg an expense. 
'l'o certain classes of business in whatever fields selectrrl, this form 

17 

of essential contact work and n:eans of maintaining and 
the best method of 

business 

omctioc-'Lob'ccoo manufacturer~, the 

of consumer goo(ls, ;:md medicines for 
outlay freely p~rmitted as a legitimate 
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charge. 'I'hose whose methods of ''publicity" aNI "advertisement'' are 
oft he type and character previously mentioned ami detailed 
in Recomendation No. GO, would seem now to be from so 
continuing. 

The existing Act provides many examples of the varying procedures 
essential to cope with the tremendous range of difYerinp; tradiag, 
commercial, and industrial i11terests the taxable community. 
The C!Jamber would regard it as harsh and contrary 
to these pri11ciples, were differing methods of accomplishing a 
common rnorpose not to be allowecl as a business cxpenclitnre in the 
case of all assessees. The nature of the request makes impossible the 
the fixation of definite sums or scales related to taxable iucome. Over 
the years there has been hammered out with Income Tax Officers a 
more or less agreed and level of entertainment expenses 

attributable to bnsine>:s. The Chamber ask tlwt 
should be left undisturbed and, as at present, discretion 

the Income 'l'ax Officer to fix a figure at whatever 
may be agreed. 

(b) (iv) The proposed in clause (xiv) running counter 
to Section 10 concerning expenditure, is opposed. It is in 
the interests of the Indian economy that visits by foreign experts should 
be 'l'he exemption should apply even when the foreign 

in trade or business in the taxable territories, 
from the head office or other branches 

be of advantage to the Indian branch 
in The period of free stay, 90 days, is 

too short to he of real value, and should be extended to 183 days in any 
year. Furthermore, when the remuneration is bome by an Indian 
business or by the Indian branch of a foreign enterprise it should in all 
cttses be allowed as a deduction from income1 if the exemption is to have 
any value at all in su~;;h circumstances. 

In the proposed clause (xvii), refereuce is made to an exemption 
of the iltterest on 10-yeat 1'reasury Deposit Certificates. 
It is thought that shonld be extended to include Natioual 
Savings Certificates and Post Office Saviug Banks accounts, 

Cl,AUSE G 

As a general tcnmrk on this clause the Chamber would presS 
~o:ernment to J:ec?llSidcr Recommcndatiot; No. 148 viz, that Appellate 

sststant ConuUJsswners should be placed nuder the Appellate 'l'ribuual. 
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(e) The words "as arc assign eel'' offer too wide a of duties. 

This could even extend to assessments; and .. no: have 
such powers. Consideration could be given to defined lullltatJoll .. 

(g) No point is gained by an assessee approaching ~he. Comnn
ssioner of Income Tax under section 33.\ if the Conllms~toner has 
already instructed the Income Tax Officer to act in a cert~m. manucr. 
It is anomalous that the Inspecting Assistant CommtsslO~er can 
instntet an Income 'l'ax Officer to impose a penalty under SectiOn 28 
and also have statutory power to sanction the pen,1lty. 

CJ.AUSE 8 

For the reasons elaborated upon in the preamble to this de~ailed 
the Bengal Chamber of Commerce claim to have. estabhsl~e~ 

case for the iusertion in the Act of spectfie perqtnst-

frce tax. 'l'hese rue :-
{a) housing: accommodation ; 
(b) medical costs ; 
(c) passage costs; aud . 
(d) free office tiffins (or meals in canteens) and food ratwns 

at concessional rates. 
'l'hey would particularise these cnses. 

Housing Accommodation 

The Chamber have seen the poi:JtS 111.ade under ~~~;11: 1~~~c~yl~~\: 
Associated Chambers of Commerce Ill thetr mem~ral the points there 
July to the Finance and fully snpportmg 

mrtde, they have nothing to 

Mcdi~'~:ec~~:mber could find numerous inslanccs where _consi.der~bk 
sums have been expended by their members on medtc~l s;~:~c:: 
covering each and e.very catep;ory ~f stnff. We~~ ~~e~:~ cl~::e: severe 

an. en:ployeels t?lal mc~m: for tax be in any case a real hardship. 
cnpphng effect 111. ccrlalll l!ls~ancc~ 1 for the treatment of employees 
Whether in hosp1tals of thelr O\\: h arran ement with doctors nnd 
and/or dependants, whether thr_DL1~ es .ccial~y of urban areas-emplo

lJOspitals-the Chamber ~JOW th:~~~lie/and services. VVhere the need 
ycrs have medJcal anonduct of his business the expenditure 
exists and where . ~he yroper cch services will be fottnd. It would be 
on such services IS jtlstl!icd, ,.Sl1 a tax liability 011 a "benefit" equally 
wrong" to saddle employees "tth 

t1utt of the employer. 
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moon,ibilitv of the State in Great Brihlin 
for his State health 

in allowable as a dedaction before tax is levied, 
. here acts as the insurer against medical risks, by an 

expwchture undertaken to safeguard his busine."s; and as this in no 
way converlible into cash nor a consideration used to determine an 
emplcyee's salary grade, the Chamber trust that Govermnent will 
suppo.rt the contention that this should not be a perquisite chargeable 
to tax, 

costs 

an employer wishes to rccrnit staff and in this a change in 
of domicile enters, then the whole bLlrden costs will 

ou the employer. The Chamber make the claim as one 
cnlar nor peculiar to tllis country nor to ~ury pnrtictt!ar grade 
It whelhoer the move is from oue State to another in India or 

from another country to this; and affects all employiug 
interests inclnding Government. 

Persounel recr11ited from places 
w:llnot accept llre po<'ition tlllless 
recruitme11t as in co-c"rr'""'""' 
the legislati\·e 

alHl lhe Chamber would 
undesirable. 
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In commercial houses, facilities rrre 
office tiffins; the canteen is 
appreciated by all. It benefits the ma1>:ing the 

s~rviccs of his slaf£ available for a time than wonld be the 
and were it disallowed, more have to be recntited meaning 
less revenue to Government in less taxes from 

As is said Government catrnot have had in mind when 
the clansc ; bnt the result has been that these 

supplies woLtld be affected therefore render the employee 

liable in tax. 
·what lrerc has been sai,llends emphasis to the Chamber's main 

by specific: mention of taxable 
general catt~ory of those uot to 

be so reg-rtnlecl for income tax 
Turning to other amendments clause 8, the diects of snb-clanse 

(c) of Explanation I would appear to make an employee liable for tax 

in respect of a lnmp sum payment made either by his employer or by 

the trnstees of a snoerannnation fnncl (other them an approved fund) 
to secure flll annuit~ on his life. "Where the annuity contract stoo_d 
in the employee's own name this provision is unexcc:ptionable,_but ;t 
seems necessary to make a consequential amendment to snb-sect10n \) 
of Section GO to extc:wl these bene!i.ts to granted m 

consirleration of services. At present the only refers 
to salary and to in lien of s:.larv". 1'\r:;: latter phrase has 
been defined in 2 to Section 7(L;, hnt the present ddlnition 

docs not cover a perquisite. 
is for tr11stees of ""'""'"'"'''itm funds 

their own names on the of the various 

beneficiaries, either jointly or severally. In these circumstances the 
arc: investments held by the fnncl with the added advantage 

they tnl:e iuto rrcccnnt the actuarial of the fund. Under 

the proposed amendment, premiums 
of s11ch \Vould to 

that the amendrnelit h~ 
in respect of contracts taken ont not only on the of, hut 

also in the name of, the assessee. 
1 1 that there shall be 

If the principle has been accc:pte( am in Explanation 2 

~~~~~~~~~1; ~~1 tl~~1 ~e~)~~:~~io~;:ust~o~v of the Bill, there should be no 
attempt to discriminate betwceu one class of nsscssec and another. 
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what tl~e a~neud ment in question seeks to do by 
unconst1tutJ~nally, Government servants death-

that exemption to all othero:s:c:;:ec:st.al 'I'he whilst de.uyiug 
such discriminatory practices. c:xceptwn to 
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claimed ttnder this or any other section a. g. trade interest, deferred 

repairs etc. 
There is an error in the Bill in that the amendment starts off by 

including clauses (i) lo (xvi); that latter fignrc shoald be (xiv). 
(3) (i)-The words ''market value" should be omitted since firstly its 

satisfactory dcterminaLion 'vould be difficult-for instance, who would 
assess the "market value" and on what basis woald it be assessed ?-and 
secondly, it is unnecessary since 110 loss of revenue would be incurred. 

(3) (ii)-Where a contribution towards the cost of a 

depreciation to him, the 
an allowance similar to 
the recipient. 

(4) This involves the taxation of Chambers of Commerce and 

like Associations not run for which 
snrplus income. It is that these 
Clause (2)(d)(vii) the reference is to a lllt1tual insurance asso-::iation; 
and the reference in this amendment should, it is be so confined, 
The amendment should also be re-drafted making that where the 

business accounts arc in no 
busiucs~ assets, no reduction in 

(5) The necessity for this nmendment is not understood there 
is no knowledge cf expenditure b~ing allowed twice. 

CLAUSE 14 
The operation of (b) in the proposed proviso is UHJH'acncc.blc. 

would involve a tremendous amount of \Vork in the 
of accounts the results of which could only mean ~reat l1arassmcnt to 
the assessees and, so far as the collection of cxtnt taxes is concrrned, 
little if at1y benefit. Fnrthermorr. an assess~e is liable 
he misses only one item 1111der this not 
Accounts andited and by Chartered Accountants should be 
acceptable in showing the true position regarding the inclusion of 

liabilities. 
In (d) of this revised proviso, the reference to trading debts would 

appear redundant vide the proviso to Section 10(2)(xi). 
The Chamber had completed their notes in connection with the Bill 

when a further point of importance to their attention by a 
member : it concerns Clause 14 of the Bill in particular, (d) of the 
proviso. The objection is against the words "or otherwise" which 
immediately follow the word "compensation" in that particulat· parl of 

the proviso. 
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'l'hesc words are vague and wide and cau be held to mean receipt 

of money or money's worth by way of any conceivable circumstance. 
The words would cover, for instance, receipt by way of a windfall, or by 

of bounty on the part of some third party, whose 
inmak;ng the payment may be to fulfil a pttrpose quite 

from for trading losses or debts. .Moreover, the words "u1· other-
out of harmony with the as they 

1946, in clanse (vii) of of the Act. 
to machinery aud plant which have 

been d!scarded or demolished or and prm·idcs for making 
balancing allowances and balancing charges. In so far as "nny insu-
rance, moueys'' fall short of their written-down 
value, clause (vii) allovmnce shonld be made for the 
difference between the ·written.down value aud the amouut received. 
In so far as "any insurance, or compensation moneys'' ex..-:eed 
the written-down v.tlnc, so of the excess as docs not exceed the 
differeiJce between the original cost and the written-down valne is 
deemed to be assessable of the previous year in which such 
moneys were received, that to say the excess over the cost 
will not be taxable, but the remainder will be taxed. Proviso which 

it is to i~:sert in Section 13 of the Act is the counterpart of 
{vu) of Section 10 (2), 'l'he latter deals \vith 

satiou received for fixed physical assets, the former with 

for trading losses and debts, such as losses of stores, products aml stock 
iu trade. It is not then understood why such a loose 
'.'moneys received by way or otlletwisc" 

ll1 tl~e c~se o: circulating assets preference to the clearer and 
expteSSl0\1 "msnrance, salvage or compensation 

:::eo~fv~;~~~ ~~:.~:~c~~ assets. 'l'he Chamber's main lies in !lie 
is of the most vital im-

portance t? an ~ssessee, especially is intended to operate 
retrospeetJv_ely 1ll the ac:c:onnting year 'l'hey feel there must be 
so:ne restramt on decnu~g thiiJgs to be what they arc not to accrue or 
anse where they do not 111 fact accrue or arise. 

th Tl:c sl~'1m~er most strongly urge a replacement of the words ''or 
o erwrse y lie words "salvage or insurance". 

CtA"GSJ<; JG 

form am:~i~~Jce ~mall amount of lmsiness transacted in the 

alteration in the present~) 11
.
1
· ~ecfctnt ye~rs, the Cbambcr nrge that no 

U~l~ o axatwn he: made. 
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for life 
has been lo encourage thrift and 

the fntnre. As a desirnble cc uccssion to 
reasons for its main-

umler 
provision 

sQme basic object us a cleferrel1 annuity; and a 
should thus be :tllowed for snch premia. A defenecl 
medical examination is Call be proviried for tho.:e 
cal disability might them from a life as~nrance. Those 
viclnals will now suffer !he fmther disability of lJc)t be:ng able to obtain 

income tax relief in respect 
·what~ver may he in this, tl1e Chamber WO'tid urge an 

exemption in of cturent contracts. 'l'he"e contracts were entered 
into on the that income tax rebate would be allowed; 

\Vhen the cltange in the Act was 
cable to contracts enterell into after the elate 

pension schemes armngcd on the basis of the issue of deferred 
annuities for the individuals concerned would be affected adversely by 

chU11ge in the present concessions. It is suggested that the C. B. R. 
should treat snch schemes as approved superannuation fumls when 
complying vlith normr~l requirements. Section 5SP does not operate_ to 
pre\'eJ:t approval of schemes based on the isstJe of deferred auntuly 

; and accordingly thl·re should be no bar to acceplnuce of the 

Cr.AUSI\ IS 
to insert the words In suh- cction I 

"anrl sub-sectio 11 :1 or sub· section 4 This is ch·plored as 
Lcing a br(ach of faith ; and tLerefore deletion is very 

(b)~'J'bc addition of the words "who is a shaJehohlcr a com
is objtctionable: a1Jd the Chamber could agree to !he amendment 

if the words •'in a were deleted or, 
111,:de ton ''sh[]reholJer'' could be tJea.tcd or 

l\lider tlte proviso to Sec:tiou 2 (14). 
Cr.AUSE ID 

(e)-The officer of a is to l:e made resj;OIJSible 

for deducting super from any ,vhatcver ~he. a:uoun~ Jl<Jid 
"to a person whom he has 110 reason to believe to be tesJdcnt m the 
taxable territories." In efTect this wonld llltan an approach to every 

18 
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shareholdc!' before a dividend could be p:~i~l to 

magnitude of the task 

officer of a company 
his control the extent 

The obligation at present arises in the case of gross divillend of 
over Rs. 25,000, except in the cas-:: of a company, whereas now it is made 

in any case because of the complete change in Section17 
Act. 'I' he principal officer of the had 

attention of 

for 
meant company, a when 

upon his be required to to what extent 
company was in default under Section 1 S (7) and would have to take 
inlo. ac~ount the nuder that sub-section before proceeding 
to d1stnbute Lhe nssets. wo1!ld throw 311 intolerable burden on 
him as. he would then lJC~ requirctl to make a ·detailed eJJgniry to 
;:~scerlauJ that tax bad been deducted from all payments made 

~l;e t~~:tc on or, at <'\llY rate from 

If, in spite of such d~~ 11::! 1;~~c~~~~ea~~~~r~92:f 
a particular _inshn:ce of lax and to distribute 
the assets Without making provision for that he would probably 
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liability which in t.he circumstances wonld be quite 

lL is a further instance of the inequitable effects of the 
Bill to be fottml either in rc!erencc to time as in (I) (2), or by the 
usc of phrases like the one mentioned abovt conveying a retrospective 

effect. 
he further revised by 

of tax clcduction on that 
Tl1e n~osl uncertain nature 

aml the impossibility in certain in

stances of determiniug whether this made au employee liable. to tax, 
constitute the main reasons for the exemption now sottf>:ht. Partlcubrly 
is reference made-in snpport of this plea -to lite grant of foo\l con~ 
cessions on tea gardens. Rice is sold at cO!JSiderably ]0\;·er 
than existing market rrttes; and therefore necessitrttes for taxatton 

an assessment of the benefit. It is a trtsk of considerable 
if placed on the for monthly or even more frequent 

determinatiou. Yet since a clear is in the Act to deduct tax 

(c) 'l'he attempt 

the employer wonld require to make wch 

to peualties. 
Cr.AUSR 20 

further is strongly 
section merely that of 
liabilities, the extent of which cannot be 
vioualised in the llill. 'l'hc meticulous provisions for statements 
accounts de., will involve a vao.t amount of work all(l harassment to 

asse.osees to no great gaiu. 
;:~~Eessmcnt, it can 
ting ta:x; and there is 

'l'o an I. 'l'. 0. behincl hand with cunent 
he resorted to as a means ol collec

to use powers 
!JO'iVCrS of 

of Section !SA as 

in this way, 011e 
<\SSessmcnt nnder 

'l'hc Chambct· 
ample, r. '1'. full and adequate powers. The amendment 

is considered llllllCCCSsary and unwarranted. 
commenti 11 g npon this amendment, !he Ch.an.Jber consider it 

to !·efer to the need ex1stmg for greatly 

of iJtcomc lnx so paid. 
appropriate <~nc1 

acceleralerl action in 
CLAUSE 21 

The Chamber have bad occnsion 
great nwss of detailed information 
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As a genera] 
Chamber as 
110thi11g in rctt1n 1 to 
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(c)-'rhe clause as it is worded in the Bill seems to be of 
dis~riminatiou n.gainst a person ~nffering a trading lo~s; :tnd is 
no reason why he shonld not he treated t 11c same as :uty oth~r assessee. 

The s:tb·scction 2 (B) is 
in that 

accounts .:tnrlited by a 
tlte notes on the clauses state-in acc,lrdance with the recommenrlations 
of the lnveslig:ation Comrnissi(ln whr• charactc:i~c,J compulsory an1lits 

ab undesirable ex<:ejJt in t.!1e cas~ 

,\ 

apprecL1tion of the bun1en 
already imulequate !HIm bers 

reliably :~11(1 promptly to carry 
(d),-'l'herc should here be a ~afe~nard inserted limiting· the Income 

Tax Officer in hi~ call for :,ccounl':, (\ocnment~, de., to wch p:tpers 

as a1c n·levanl to the asse.ssmcnt nuder consi(leration awl aho such as 

couhl reasonably be required by the offic~r in guestion 
C'r.Am;g 24 

In the final the proof of the correctness of ru1 assessee's 

statement of income always on the assessee ancl therefore little 

purpose is served hy the proposer\ subsection 2 {A). It in no w:1y alters 

the prcse11t position. A remdy is alrea<ly \\ith the Inco111e 'l'ax Officer 
who thinks the statcmetll is other than true. He can reject it :mel 

flSSCSSillC!lL vrocccd to a 
As tbe 

stands, the Income Tax Officer r1oes not 

1e jllire to be nor need he give any statement why he doubts 

the correctness of tl1e retnn1. '!'his provision-the deletion of wl1ich is 
.<,tron~Jy urged-cotdd therefore he, unintentionally, quite uufairiy used 

in harassment of :1sses;cts. 

ill effects and disturhanccs, sntlicient has been stated in 

amendment:-
(a) Tl shonlrl be made ch•ar at a very llate that the 

proposed amenrlmeuls do uot effect of dividends 
on profits ~arned in the ascompm1ics have already 

meetings or are just 
present unc~rtuinty, their 

in many instaucc·o 
about to hold thclll :1ud with 
vosilion is extremely dillicnlt. 

:i 

llii .. P~LiWl!l· .................... .-~ .................... ~~~~~~iii--~ 
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(b) Compani.es shoul:l be giv:n, as at present, six months from 
the g.e~etal meetmg to dtstribute the required percentage 
as d~\'tdends and not twelve months from the end of h 
prev10us year. t e 

(c) In vi:w of t.lJe high cost of replacement of capital assets and 
the btg~ pnc: of commodities etc., it is considered tlmt 
com~an.Jes subJect to Section 23A should not be called u on 

(d) to dt:tnbute more than 40% of their profits a:; dividends. P 
~·ub::c Investment Companies should not be called upon to 

Jstubute ~00% of their profits as dividends for it is necessar 
~or dth;m tn th_e .interests of their shareholders to accumulat: 

~~~~vi:i:: a~,qltmng fres!1 investments; and any way the 
~·ill mean ;nhereby tl.H:y are called llpon to distribute 
bute out of eas~s that they are called upon to 

. rhe puymellt of a dividend out of 

~~~~-~~~;~11~~ 1 directlr. cot:nter. to the Companies Act ; and, 

(e) A comp~ny e ,:~::::t~st~e thl~ respe~t sh~uld be 80%. 
should not be liable to 1 ss JS tradmg. In goods or services 
merely becanse in a Je .t~eated as an mvestmeut company 
results, its im•es • P~lttcular year, owitJg to poor trading 
a public investm::;~cnt tncornc exceeds other income. ·were 

purpose is holding, or de·!li y d~fined as one whose main 
would be met. ' ng nn-estments, then the point 

(f) Tbere should be .1 f 1 f tl • . nrt Jer provision adrled to cnaLle the 
0 lC Scct 1011 to he relaxed at the discretion of a 

from Commis ~-f IJ~c.ome ~fax in suitable cases with an appeal 
. . stoners rullJlg to the CeJJtral Board 

(g) ProviSIOn should be lll' d 
deducterl, in fnct au, lli .'\1 e .:o allow of :)ad debts 1Jeing 
bome lax shonhlbe~1 llo~~~ec~\\,tlllc _rcv~nuc rtems which have 
tion there is instmJcecl tile c to be Jetmn:>d, In this connec
could not in fact be utilised ase of reserves for bonuses which 

(h) \Vhen a Section 23A · for the paymeut of dividends, 

is being wound up, the (as now sought to be defined) 

which they ma neve _may su~er st:pcr tax on 
lo varions y r receive. It rs qtute possible, 

realise that the assets might not 
the or real value ; and therefore 

than sixteen aunas in the 
not be the case with a company not hit 
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by Section 23 A- Iu Section 2 (GA), the reference is to 
distribution made to the shareholders ont of the 

143 

profits. In other words, the distribution for Section 23 A 
companies is notionnl wherens in Section 2 it is fact. 

(i) The last to Sub-Section (I) 

make il 

public companies 
not apply. 

(j) The explanation sel ont in the llill which it is to 
substitute for the existing explanatiou of what 'Public 

is consideretl to be impractic;-th]e and most 
thal 

being raised to 
that a public company is part of the 

In the proposed new explanation set out in the a 
only be considered a in which tbc public are 

its shares have been 

quite arbitrary 

over the qnestion of quotations. It is cousiclerecl sufficient if the sliares 

ilte in fact freely t1·ansferable. In 

by the Section, if shares 
have been held or 

Cu.usF. 26. 
(c) 'l'he effect of the proposed (4)(i) appears to be that losses carried 

forward in the life depa1·tment of insurance companies may not be offset 

if .lill'iiT:~IIII•m•IIIIIBIIJIJlli!J:M•••------..-.J----------·~!I'll~t.;rc~·\~;"Jf:lztJiiiiiii.il.ll 
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made lax liabilities . 

to ~;1 ::~1~~:e l:ll]:,:~.!~? in tax paymc~tts 
th: I. '1'. 0., do not evetttuallyl rea.li~o,n ac:onnt_ofa notification from 
slnng the followiug declaration ::._c lhelr estJmatecl smn; aud fitJi· 

2a;;::t;;1 ~1 ~11°~~::l~:/~le IncOIJ.Je ~'rx Officct• 
court undet ;a~,flla;/;,csltolt 111 ""Y f>n•co"li"" 

have aff~ct '""'"!'''"""'"" 
in any 

I_t extends also to those who have bceu 
a.!'sets of a company, agents of non-resident 
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If non-residents imtruclecl a stockbroker to :·ealise a~sds-interpreted as 
meaning "any assets''-in this the Income Tax OfYicer would 
be givcu most cffecti ve powers to stop all remittances iu <fCS[Ject 

of snch realisations; and in whatever way used, the fiun.l provision of 
the proposeJ section precludes any action by the ordinary 
citizen against the even lack of orders. 

The notes on clauses issued by Govemment start off with an 

iueorreet statement io the effect that the new clause gives effect to 
Rccommenc1ation No. 85 and defines its iuteution as safeguarding "the 
interests of revenue the liquidator b pcty the amonut noti-
fted by the Income as the tax pnyable presently or in future 

by the company.'' 

The clansc goes far bcyoud lht: recommendations of the Commission; 
viobtes the provision of the Companies Act and Bankruptcy Acts; a11d 
leaves a!Tected with no of contenrling on Lhc5C or 
other against whatever in this respect are issued by the 
I. 'l'. 0. 'l'he clause calls for a protcctio•1 to revenue by asking 
the parties inv0lvccl to sd certain assets to meet tax commitment~, 
bul precludes any conduct of liquidation proceedings-or olher more 
normal bnl:iincss proceedings to which by its extensive nature the clause 
can apply-until the I. '1'. Q, so decides. By callit1g upon liquidators 

Hable: to pay tax to the extent of the 
same time, the power to prevent such 

doiug anything with these assets, the amendment could 
trustees etc., in an impossible position. It is gravely 

be willing to act in the~e 

capacities. 
'l'he clause should be entirely cleleted. 

Cr,AUSE 30 
1'his clause, as it stands, is again one to which stroug· ohjcclion is 

taken; and the grounds are:· 
(I) Any small slip in an application will, even if 110l material, 

deem such application to be incorrect for the of this section. 
amendments are required to 

applications made with au 

(2) An application found incorrect for a previous 
thouv;h differe11t persons ·were then part11ers in the particular 
the present partners liable for the tax incurred dtw to tl1e firm bei11g 

for that year r111 umegislercd fu·m. Fnrthermorc, it 
Income Tax to go back eight Yl'ars if he considered 

19 
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the offence to be deliberate; and the effects would be visited upon 

presently constituting: the firm even if they had uothiug to 
the offence r:or even knew of it. 

not tbe intention, the clause use of the words "for 

on account of a mistake 
one year, then in respect of all other years 

(even though the applicatious were correct) could also be cancelled. 
Drafting amendments to obviate this are necessary. 

Two fmther points are generally made : (1) the cancellation ought 
not to be automatic ; and (2) provision should be made for creditiug any 
tax paid by previous partners. 

(4) There does not appear toLe a clear light of appeal in this 

CLAUSE 31 

'l'his clattse seeks to delete Section 27 of the principal Act. Th:1t 
section should be retained as it gives the assessee an opportunity to 
question the of the assessment having been made under 
Section 23 Its deletion would lead to an increase in formal appeals. 

Cuus1c 32 
(a) The objection to this amendment is in the words "whether or 

defanlt or 
nnd have 

not been re-opeued under Section any should be 

time-barred. IV ere that not so, the assessee never know where he 

stood and could be caught for penalties on some point in respect of 
previous assessment ~vhich had been closed for perhaps 
years. These words 

The words '·has neRligently'' are too wide in purport and intention 
and could apply to common mistakes. 'rhe use of the word 
is stro:1gly advocated. In the revised sub-section (1) (e), the 
"negligence" should he by the words ''wilful default". In the 
revised sub-section (I) (f), ''wilfnlly'' should be inserted before 
the word "concealed", 

A minimum penalty should not be specified since this will entail 
the Income Tax Officer in applyb1g a penalty iu all cases arising under 
this sub--section whether justified or otherwise 'l'he officer handling the 
case can best determine if a penalty is fittin~ and should have discre
tionary powers. To meet the objection, the words "but not less than 
the difference between" and "and the income-tax and super-tax, if any'' 
could be deleted, and this is commended to Government's acceptance, 
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It is felt that the second of the provis~~s. to_ (f) ~~o~~:ion the 

sub-section (1) s:wuld_ be enti_rely de:eted. i/ Ius IS awonlci enable the 
principles emmcwted 1l1 Sectwn 34 ' and which is barred. 
D~partment to get back by another method, 

It is ttureasouablc tllflt a non-resident shouid,.be noti~: 
penalti,:s for failure to make ~ return t-r~:P~~~:c~~~'l. to have ]:;,_now-
under Section 22 (\). A non-resHleut cant~O-d" · 
ledge of announcements in the Gazette of n Ja. .· 

· , re "hould be a farther pro\ tso 
It is consic:ered t:Jerefore ~~~b.ttt!Jsee 32,(a) so that non·resic1eut_s shall 

acldeC! to the :>lx alre.1dy to furnish a return of then total 

under sub-section {1) of Sec-

tion n. 
(b) (ii) This should be entirely deleted: it is open to the same 

objeclions as noted under ~a) above. 

deleted ot alternatrvely, sbietly 
(c) This clause shoul~ be CommiSSion's Report. It 

limited to the scope of th . for instance, now 
far beyonrl that recommendation, aud,abetments being already punislm
a double penalty for the same offence, 

ble under existing law. d roviso for a private act of a partner 

It also in the secon ~rtners, a ftmclameutally 

to charged to all th~ a~ also in the re-draft that the 
sitnation. It should be m.ade/ :rtners are done "in course of the 
attaches only when the acts 0 P 

ness of the firm". cr thts clause nnght well have 

(e) \Vlnlst that act\~;ltt~~~powets Income Tax Officers to 
effects m present for fraudulent mtentton nnght exJst. r: 

use Jt petty cases where t~J~Sc powers are not c,lpllctously used . 
1s necessary to ensure th~~ 111 extreme cases 

actton should be taken OJ y should be defimtely subJect to (t), 

Further, i_u all_ t~~~e Officer to the person_ con-
prior notice belnR; g1ven . t 1 t- the assessees before taking a 
cerned; and (ii) a hearing belll!! gran ec o 

fiual decision. . nlment which can have beneficial 
The Chamber support thiS amct and suggest 

e!Iects but, equally, mos: t approval of the B. R. 
that nothing be done wlthott ' 
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CJ,>\.USE 33 

Provision should be made for the undernoted aclditioual a1)pcals :· 
(i) Right of appeal against 

(ii) 

(iii) 
(iv) 

an order uuder Section 18 (7). 

ISA imposing penal interest. 
" " 25(:1) & (4). 

Right of appeal regarding the computation of unabsorbed 

should Govenunent the several proposals made 
for a removal of the I.1', O's discretion, is nrged that a specific right 
of shoulcl be granted under section 30 against the opinions of 
the 0. in those contexts where the operation of the act is made 
dependent upon that opinion. 

Proviso (c) in Clause 33(a) should be deleted in toto; for, s!wuld au 
Income Tax Officer demand a tax beyond the ability of the nssessee 
to pay, lhe assessee has no remedy. 

CLAUSE 34 
(a) and (b) -Both these sub-c!anses shollld be deleted in toto since 

they must have the effect assessment rtnd 
Income Tax Officer the to to reconl any 

be produ?ed, no mrttter ho\vcver valid. Also an assessee ouly 
Tl . _evidence under Section 23 (2) as he thinks fit. 

1: posrtiOn is adequately covered by exist ina- Jaw. 

canc~~)l~~v~J-::h~re an order under Section 23A_ (I) is set aside or 
to make co~sc ue. ~· C., he sho~lld hrtve the power to direct the I. 'l'. O. 
of the compa~~- ntral changes 111 the assessments of the shareholders 

(v~i)-'I'he rig-ht to submit a brief statement of arguments shoald 
gtven to the assessee. 

(a) <\.l Cr.Ausr: 35 
• llhc objections under Clansc 34 (b) 

(c) Other appeals to the 'rribunal allow GO 
no good reason why this should be limited to 30 

the ~d;ib:~~~llg is taken to the denial 

change in t~1e ~:istiug p;o~~~~~;,peal. 'I' here is no 

Provision should be made wl 
ngaimt orders passed 1 Jereby delay in the case 

the 0/~ 11 ~~:c~1~11:P;~ting Assistant Co,nmi"i"""• 
noted under Cia ax Officer, cau be condoned. 

use 34 (b) are equally applicable. 
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Cr.AUSE 37 

'I'he amendment of sharehol(]ers assC"ssments in 
orders should nlso be morlificd if the 23A order is 

Cr.AUSJl 38 

of 23A 

(2) 'I'he powe1· given under this clanse whereby any income trrx 
may impound and retain for snch period as it thitlhs fit any 

books produced, could result in the utmost of harass-
ment to assessees aml, since busines> must continue to t1ansacted 
and b:JD1(s could be taken ~L~ direct legal inducement to 
more than one set of accounts. Even documents of title could be 

and retained. 
should b~.: sufficient to authority to~any income tax antho-

rities to compd the of docamcnts, the retention of which, 
if at all necessary, should definitely be limited to a stated reasouablc 

and 

should be nsecl for the limited period 
Commission ; b:1t it is considered 

wrong this should be so time. 
(3) The eJTect of this is to grnnt non-judicial officers the powers 

of a Court in which re5pect thr.y are not qualified to act. 
Sub-section 37(A) l(i), (ii1 and (iii)-The powds intencled to be 

of the Constitution but are 
for such searches. 

a search 
acconut 

(c) (5)-'l'he worcls "business COIJnection'' reqnire 

tion: their interpretation by tl1e income tax . 

iuclnde transactions not se;~~:~s~~~~~nd (?) from a 

and all}' attempt to fulfil the 
and 
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fers similar the Commission 
months to the amOLillt of 

demand for relatively smailcr work 

Bill. 

'l'hat W<\li but oue 

The Ch;ttnber the ou the grounds that 
the traditionally relations banker and eu.<>tomer 
will be violated and there could wdl result a bmclen of considerable 
dimensions. 

Apart from the b:mks, insurance companies have similar objec
tions; and the Chamber woald rc-invite attention to their general 

remarks again~t arlrling to the llclail alrendy \Vith the 
Chartered Accoantants shonhl 110t be shouldered 

stated in Sub-section (7) of (C) . 
assessor and the asse>see; and enquiry 
suitably made by the I. '1'. 0. 

It be C011tended that only enabling powers have been taken: 
if that there can be no objection by Govemment lo stating in 

what they inteud to do. 

in sub-clause (10) has the taint of the infor-

with sub-clauses (G), (7) and of the 
Clauo.e 38 (c), the Chamber press for entire 

Cr.AUSE 41 
(a) 'l'he Chamber would invite attention to their remarks under 

the Ciause 3;a)(iii); for it is c·onsiderecl essential that any revision of 
Seetiou 42 should exempt, in the ca~e of a non-resident who sells goods 
in Inrlh, the llHtnnfaetJlring and other profits attributable to operations 
carried on outside Inclin non-residents. 

Several tlifficulties because of the absence of any statutory 
definition of ''busineo,s conneetio11" tlHJs pennitting- a variety of inter
pretations by particular income tax officers. It is thought advisable to 

this omission so that non-residents may be more precisely 
liabilities 1111dcr the Act. Based on carrent international 

practice as to by most ccuntries in recent donble Letx agree· 
me11.9(an conld he ~ivc11 somewhett on the following lines=· 
~A non-resident jJerson .~hall not be deemed to have cr busi11ess counec
f'irm in the taxable tcnilorics unless he mai 11 tai 11s thucin a bt"m:cll, 
mallagemcnt,factory or other fi:wl place of business. An agent in the 
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taxable territories for a 11011-rcsidcni jccrsan ~hall not be deemed to be a 
business connection nnless he Jus and habiturrl!y exercises a g~ncral 

a11thority to IICJ~otiat& ,md conclude co1dracts 011 bdi,rlf of the 710/Jrcsidcnt 

a stock which he r~gillarfy 
sh,r/1 not be d:~mcd to a business 

conuectiott i 11 the territories mcrdv b~causc he couducts ln.si11ess 
a bona ficle broher or gcHcral c!Jm1ni1·sion agCIII actin;:; in 

the course of his businr.ss as such. A fixed of business 

or an agency maintained by a 1JOH-rcsidcnt 
of goods within, and the sale or of :lwsc goods, 
ta.·o;rrble te11·itorics shall not be deemed to be a buswcss 

If a person is deemed to be a slalnlory agent under . 
it is wrong to make him liable for tax clue ftom a notHCSJ{1eut on 
income which never passed tbrough his hancls in any form whatsocH~r. 
'J'he amendn;ent should b~ r~ drafted with confined application to 

an order to t.he extent 
Government's attention is 

only that the asset~ shonlcl be fror.en. 
notes Govemment assert tlmt wl1eu the 111les of the 

C. 13. R. arc issued the power now 
ascc1tain the e:xtent to tnx.'' 

regard to [lnd uncertainties in tax liability 

under the as drafted, this doubted. 
Far too great a power is songht to be tak:n by th.e . . and 

the Chamber mnst enter a agamst JcgLslntJO!l of l111s 
in the hands iu m:~ltns vitally aiTcctii1g· au 

tax liability and position. These can be unexpectedly and 
quite arbitrarily used; a 11 d Governll!CJJt's intentions shouhl be stat:d 
and written into the Act ilself to goveru a11Y rules thought JJeees.onry 111 

issnel~nrlher comment 011 the present amendment is denied ; for it is 

not known what Government's iulenlious are. 
42 

'I'he Chamber disagree statement in Ll1e notes .on the 
clauses that l]Jis gives effect to the principle in Rccommencla.twn No. 
28 :the amendment goes much further. It completely ncgatJves the 
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whole of limited 
Act shareholders 

4G as an assessee in default. 
Combined with the revision iu Section 23A, the ill e!Ject 

upon im1ustry of tbis be considerable. 
'l'hc Chamber 

Cr.AUSE 43 
\Vhilst the eiTect of this clau;e is to extend the present 

(related to shipping) to operated by non·resideuts 110 

office in India, the wonld take this opportunity of directhJ<Y 
attention to the adverse effects of the pre."ent tax on India~ 

demands. The restricted supply position in 

ports because of the tax disabilities are 
. Cousideration could be directed 

to this by Government, irrespective of the status of the 
it is assessed for tax at the rates applicable to a 

company. 

CLAUSE 44 
This asks companies to:-

(i) seck out and ftncl for the Income 'l'ax Officer the whereabonts 
of an unknown shareholder, depositor or creditor slwwn on 

.. the hook~, as also to cease all dealings in the sbClres concerned; 
(n) substantmtc the existence of all parties to whom debts are 

due by the company; 

(iii) publish a notice requiring any such party to prove his 
identity before the I. T. 0. 

If the company does not 
holder or creditor or depositor ; 
or to hand over money so 
treated as an assessee in 
shall apply 

with reque.:;ts to trace the share-

All the · 
shareholders is already w\~htl~~c I. . their 
torily to trace parties ·would lucan the e'st:~d· :o enable them . 
agency. Gon:rnmcnt's ' hshmeut of a detect1ve 

employed for this work; and the should be 

to throw upon assessees work which 
done by these agencies, 
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there is a most dzmgerous 

request for the issue of dttplicate shares; mtd whilst held indemnified 
Government, any Court action taken against the for 

of the laws of the land would be at their 

trouble and risk. 

Government have an Expert Committee now workiuv. on 
law; and any of the nature here could have 

section as is 
and procedure 

attention. To Clwmber the insertion 

the world over, 
Whatever action is thought here 

amendment of the Tax Act bul rather the 

Cr,AusE 4G 

should not be by 
Act. 

This transfers the onus in payment of tax from the actual defaulter 
to another ; and could if the revision in the definition of a 

is not aecepterl make for considerable harassment. 
Should this be made part of the law, two remedies should be also 
provided to avoid (l) a right of appeal and (2) tax on the 

ori~inal assessment to refunded 'vhere the ostensible or legal owner 

has sabseqnently been re-assessed. 

CLAUSE 47 
for 

(a) (1) (b)-The by tlle Chamber 

caution and care in of the uames of tax defaulters 
please be read vide the comments under Clause 32 (c). 

(b)-It is fuudamclttally for au adminislrator lobe deemed 
made liable to all the penalties 

imposed in such of name, etc. 
The followin,.,. words in the opinion of the 

Chamber be delete,d from the proposed amendmeut :-

"and for the purposes of this section, ~nch executor, administrator 
or ot11er shal1 be deemed to be the 
assessee in and all may be taken or 

contiuued agaiust him 
(c)-'l'hc rig;ht the I. '1'. Q. to di~allow filed by a 

person on whom under Section 4G (SA) must be opposed 
by the Chamber. Under the present law there is no such power; and 
the remedy in a Civil Court wottld be of little practical value. 

20 
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(e)-Til is to nq~atiYe a High Co·1rt rn1ing, 'l'h~ 

amendment is 
modes ofrecon:ry ue entin:ly alkqu3..te. It 

~ep:trale attachments being :1~aci.e in 

assessee, with the resnlt that no 

sa'isfied. 
Cr.Al:SE 4S 

To the idea of tax clearance cert-ific_i.tes the Cb.m1Jer offe: 110 

that the an;] 

resonsibility 

oppo~ition is 
air o~- sea, Go\·dnn:cut 

already hai·e elaborate arr<1ngements to ensure co:r.pli:<~Jce v:ith 
yarious Customs, Poiice, Health ru;cl other ;-eg-;tlatio!Js. .'\rrans.:tments 

cculcl well be made to usc the pnssenp,er's passp:Jrt for endors,;meu~ 

do \dth other 

;~~:',,"' ;~n~~;;,'· in ,~,~~~:~,g ~~',';;:,;~, n~;":;,~"~::•:::~:::F'::·~~,i~:~ 
can rest only on GoYernment. 

CI.ACSE 49 

Tl1e prior right of the territory, in 'i'.'l1ich income aclu~ilv accrncs 
or arises, to tax that income shou!d ])c rccognisec1 (v;]1e;her ~r not the 

iJJCome is deemed to accrne or arise in India) lw 

:~:;,;~::f;:i;~~1~~~~~ifLljJ:)YJ;;;;.:~i:~::: 
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The definition of th'? "r:<:e of tax of the s:1d cJnnt~y'' in (iii) 0f the 
in certain circl\1!1 tru:ces. 

::\jl~ri\\~I~~1,-~~1te 0~c\\1:~ ~~~;~1:11~~;: uncllr the 

India y;rjtdrl be in respect 0f iucome 
the nni'ater».l relief is spre;::d oyer the entire 
;:]1:: income calcnblal t·J the pre.<<-:Jt ~d 

n:isir;g in the U.K. wonLl be r~ ~nee,], 

kss than which \\'o::ld be <tclmi.-~:ve haYing 

tux rtctuaiiy paid in the U. 1.::::. on such irJcome. 
belo\V ginos the position of a limit~d sterling 
its co~Jtrol and maungement in U. r.,;:. assessed 

a there, but rts its Indian income c:-.:ceeds its U. K. income 

it is also assessed as residl'nt in India. The figures arc as below:-

Profit in India =6,00,000 

Profit in G. K. =4,0Q,OOO 
'l'ax in Ill(1ia on R s. 10,00,000@ R95 As == Rs. 5,59,375 

Proportio;1ate tax in India on R~. 4,00,000 =Rs. 2,23,750 

Tax in U.K. on £ 75,000 (Rs, 10.00,000) 
@ 9/5 d. in lhe £=5.: 35,(1?5,- (Rs. 4,75,000) 

Prop01tionate tr.x in U. K. on Rc;. 6,00,000 
=£ 21,375.- (Rs 2,85,000) 

Cnilatc-ral relief will he allo\\·,;d in the U.K. of 3,'4 tl1s. of 

Rs. 2,85,000=Rs. 2,13,750 (£ 16.031/-) 
U. K. rate of tax accor.liug to the proposed definition will 

now be 0, 

Re:-ief in India will now be on Rs. 4,GO,U00@ 5,.2·7 l1. (4'18 annns 

per J ,04,500 imtea1l of at 9/6 d. in the £. . 
will be seen tbat wherens the tax paid in India on the incowc 

also assessed in the U.K. is R;;. 2,23,750, the relief obtainable in India is 
Rs. 1,04,500, although the U.K. rate of tax (9,6 d. in the£) is lower 

than the Indian rate; and equitably, therefore, the whole of the U.K. 
tax on such income ~hou!d haYe been reco\·ered in I11dia. 

India and Burma (Income Tax Relief) Order, 1936 ceased to 
in 19,17 a11C1 hns net so far been renewed. Government might 

CPllsicler also in this amel1(1ment of the section, a of 

relief between India and Durmn from the date 
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Cr.AUSE 52 

. (l)~The words "which is false or incomplete, 
lUUnedtately after the words "Section 38'') should be 

tr:mendous_ complexity of the Bill coald readily lend itself to the subnli
ssro:l of an 111correct (aud therefore false) rctarn as also ouc tlu.t would 
be I_ncompkte. Only a person knowingly doing so should be 
pulllshable. 

. (2)-For the same reasons as g-iven above, the words "which is false 
or mcomplete'' should be deleted where they appear 
the first reference to "Section 22'1• Further, it is 110 

be laid down : cases not be prejudged 
, . . dealt with according- to their individual circumstances. 

'l he proviSlOll for a minimum penalty of rigorons imprisonmt'nt for 
three should therefore be amended w!Jilst, in addition, the 

of a minillltJI\1 fine should not be obligatory. 

CLAUSE 55 

(i) (a)-The deletion of the words ''of any Sclch statement, return, 
accolt:tts, c:ocuments, evidence, affidavit or deposition'' 
contmned 1ll this chttse and their replacement bv the 
matt~r" is a retrograde :otcp. The immediate cffe;t will be to 
SectiOn. 54 OJ and destroy the coufidcntial nature of assessment 
proceeclings. It is urged that the old definition be retained. 

(iii)-1'here 
words "in 
recommem1ed 
clauses claim to 

tb ~':') ;s)-Thi~ clansc is objectionable since it makes possible 
e tsc osttre o[ co:Jfidential in disputes 

therefore assessees OIJeH to Court 

far the purpose of the momn>e•ocbtjon; 

(v) (t)-'l'his is a ·nost hi 11 b' · 

beyond the of ~he ame~~~;;e~tt:~e~~s10c~1~~lt~i~~~~~::·tl;;~e~~~~ut~ ~~: 
cncouragementto blackmail, and could be readily 

The Chamber condemn the 
{v) (v)-There is little proposal and urg~ its entire deletion. 

data on which to act are thts clause ; for all the 
income-tax certificates 

INDIAN INCO"m TAX AMF.NNIENT BH.L, 1951 157 

or through the pttblication of names of offenders in the Gazette which 
should suffice to fulfil the intention of the amendment vide the notes 

011 the clauses. \Vhy a Chamber of Commerce should be inserted is 
; but since if this amendment is left as it is, 

as confidentinl to the Yarions of 
(or Chambers) mentioned in the sub-chuse, 

tngcd . 

CU1USE 56 

for this action to be taken 
employee dismissed or ; and there can be circumstances 

the retentirm of the monies as also the utilisation of the fund 
as a banking account would be undesirable. It is designed to meet 

to the ; and accordin~ly the 
that the "and with the 

be inserted after the word 

CLAUSE 57 

of government by 

Serious objection is noted against 
58 P. The power sought is entirely ;,".""''""'"''· 
of a fund are to the ntles 
of the Central or variation of the 
income tax consequences of approval. Under the existing- amendment 
the Central Board will have power to interfere with cr the 
whole basis of the between the the and 

This not only a serious into ordinary con· 
but it is also unnecessary for carriage out of the Pltrlloscs 

of this part of the Act. 

CLAUSE 58 

(b) Recommendation No. 71 snggestec1 that 11rovision should be 
made in the Act similar to 8 of the superannuation funds in 
the U. l{. Act and it is that the suggested sub-section 
considerably beyond this recommendation which provides . 
contributions are repaid, only income tax on the amount so repaid shall 
be paid by the trnstecs of the fund al the rate of one-fourth the standard 

-·--IBII···----------~-----------~~~~~~~'f::liiiiiiiliil 
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rate ~f income tax in force for the year. Tile proposed suh.::;cction 
pront'!.cs tlwt llt:; bx mnst be deducted by the trustees at. a rate r:qualto 
one·tlllrc1 of the rak of fnco!JlC tax and Super tax at which 
wr_,u\d han~ been liable in respect of the prcvic.us year. It 

lktl .tl~c suL-section shoulr1 be ame(l(lcd to follow the li:J·~'' of t:.e L'. K. 
pro\'t>Wn or a!tenwtively it should be provided that in calcttblin' L'te 

. rate of tax applicable to his income, the J;tmp..,. 

. ue deducted srJ that his avcmRe rate will not be 
mlhtrd by the ad(lition of the lump sum, It shotthl ah-1 he 
whtther the tax de(luctcd by the tmslces is inlcn,]ed to be the total 
au.10n_nt of tax on f.his lump stun or whether the indi\"irln<tl is 
s:JIIItahle, to_ pay tax on it. It .sltoukl also be ntaLle clear 
\\·helhcr Secl!Ou 60(2) of the Act would apply to such payments. 

Cr,ADSE 59 

1 
The same noted under Clansc: 57 

Jere. A set of he inc:oq)oratcd in the 
meam of a Schedule. This iuclusion iu the Acl vmnld 
ers, COllSideriug the formation of a fund, with 

It :voul(l ~li:uinatc intermiua!Jle corre.spondencc and c1days 
1ll obtmnn1g the: Board's ;Jpjnov[,]; and thcrc·forc in aiso 

t!Jeir work shoulcl he wc:komccl. There is the further 
anrl money in (hafting rn:es for a iunrl often 

\v;,ste:l hecattsc of with nc\V ntles issued bv the 'Board 
of wlw:h the c:mpluyer was entirely unaware. ' 

CLAUSR GO 

CLAUSEG! 

This clause is lncomJ t 1 
all th~ rigonrs tltc ltw~ :~at~:~~h~~:~c lltteJJ!Jon of the B!ll to 

No one should klve tl1e \\01 ~t nosstble t\pe of 
the nature mentioned: all effort lo olT~r i;nnmnitv in cases of 
cution of the offender. be dir~clccl to a vi~orotts prose-
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Cr.A"L'SE 62 

To amc'tHl the sectio:t fi! of the In1ian income Tax Act 

of 1922 by substitntitlg' defi:tition ol ''c.h.1:t<cre'l account.111t" 
i11 the Chartered f\ycountauts' i\c1. (XXX\. Ill l:J.:l91- In the 
tio:1s conlailv:d in Chapter I Sectimt 2 ut (I) uf the .\d, il is prescribe(] 
that a ''chartered accountant" sba'!J he a per5o:t \Yho i~ a mcmLcr of the 
Jnstitnte of Chartered AcconPlant~ oC LH:ia coustituted unr1er tlte 
C::arteH:d Accotlllhnls Act LJHJ, and w:w i-; iu pwcticc (1 (c) & ':e; ). 
This rle6.niti m is fnrtilcr 11y s~ctiou 2 w!ter~ it i~ stated 
that <l. n;emher of t~te b~ deemed to be in 
whc:n l1e cug:q~cs ldmsclf in the prJ.cticc acc'Y.m~ancy cit1ter 
dually or in Tn the light of 
these three: n".~Ltllle<l that an as5ocialt" oflltc 

Institu~c, wl10 though n·gisteteri at Llte Insticnte is a sa.briul 
of a clwrttre(l accountau~ or a finn of chartered accouuLtnts, 
from rcco.<:;n;tion as a charU:red ac~ormtaut under the Chartered 

i\ccoun~ants Act and wiil Le tkharr~d from conducting 
ttnclcr the I1Hlian Inconte (Amendment) Ilill. 'l'he 
rroposed in Clause G2 will thus alter the system for rcprescnti11g 
as.o;essccs which has worked successfully nuder the existing Act. 

Aft~r due comparison with the Income Ta>: Act of 1922, the ClJambcr 
con~idcrs this amendment an un:·c,tsonable and an nniulended 
alterJLion of the cxisdr1g stattttory po.sitiou. Gl of the 

may be representee] before an appellate 'l'ri
cmployee, lawyer, accoun· 

tionc-, not their slalus. ,\11 accountants, therefore, \vhose cre'lentials are 
recognised tttder snb-scction 2 (iii) of sec:ti:m Gl of the Act of 1922 and 

ru]c 44 attached, fliT cu,tblerl to of their 

being salaried implied 
i:t the word in:.>: comtilnte annnfair 
l1 i -crimination ar;rrinst accounting husi;;css, wl~ich has bcCJJ treated much 
]c.,s tbau tl:c other pa:lics mentioned above, who remain almost 

tbc Bill excepting income ta;.; matTe the 
It is-the 

taxaliou cases 
The ::tl!lCildmcnt will certainly 

for the as,;essec anxious to be re~ 
Tt wiJI restrict his choice of representative 
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and by ensuring that a senior practising accountant will have to 
this function, will increase the fees chargeable. Furthermore, will 
compel accounting businesses to make considerable readjustments in staff 
and methods while appeal more difficult for the taxpayer, thus 
defeating the object of the 

If, as seems probable, the point was neglected by oversight in tl1e 
draftiug, the Chamber would urge that the matter is worthy of reconsi
deration. It seems that the original provision has been dropped without 
clue readjustment made. The Chamber submits that, for the 
purposes of the Bill, appeal should not be restricted to 
accountants in practice but that all accouutanls, whether or not they are 
registered at the Institute, should be as competent to represent 
assessees if they are accountants hy and their standing as such 
is duly certified by their employers. 

(a) (iv)-Specific definition in the present Act is giveu to the term 
"income tax practitioner". That must remain ; for it is incouceivable 
that the assessors should have rights to determine who shall represeut 
the case of the assessee. 

ample powers to control the situation; and 
allege that the power of e1uolment would be 

vindictively used, there are no safeguards against such. 
If any roll of income tax practitioners is required, it should be 

under the control of the President of the Appellate Tribunal who, when 
objection is takeu to nny ]Jarty appearing before the authorities, mu 
authorise an investigation under report to and for action by the 
President. 

(b) (2B)-The Chamber take it that if the issue of certificates of 
registratiou be found 
with each Commissionet (or in this way might be 
mined as tl1e authority) and that therefore a 
would he valid India. 

(c)-A vicious provision Sltch as thrtt in the propose(} sub-section 
{3) (b) is unworthy of Government sanction : it could, the Chamber 
bdiev~, be on the grounds of clenying citizens the rights 
prescnbed by the There are quite a 1111 mber of Govern· 
ment ~ervants-lawyety aJHl accountants-who wonld be adversely 
a~ected, Not only must the effects upon the llilflicnlat· person be coll· 
SJd~red but nho the denial to assessees of their rights (as of 
theu need . complex legislation ) to call upon the services of 
the llest avatlable person. 
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The Government servant who resigns-for whatever reason-is 
most plnced in a far worse position than one who was 
dismissed from service before 1st April 1938. 

'With an intention to mnke this measure retrospective in effect, 
there can be evcu taken to the \Vhatever 
Government may would be 
(b) or (c) of the proposed sub-section (3) 

~~~ . 
'l'o (c) of sub-section (3) the Chamber also vmuld take exce1~tton on 

grounds that any discrimination affecting a man's livelihood IS most 
undesirable. 

Clause (d) can include persons committing a technical fault and 
convicted on a petty charge. To lose one's means of livelihood in such 
circnmsta11 ecs wonlcl be a particular and to avoid any such 

the first 14 words could be by 'who has been 
of miscomluct 

(c) {3) {e)-:Kothing in this 
the g-nilty partner acting in a private 

CLAUSE 63 

(a)-'l'his is hut a further instance more out of the Act 
aucl putting more into the hands of the C. B. ; l\J!cl matters of this 
kind should be ldt entirely to the Act itseH. 

(b) with the proposed amendment of Seclion 23A, this 

CLAUSE G5 

(1)-Thc time limit of 80 drrys contained in the sec~~o1;1: 

~1i1~~1cb~o::~~~~c~0:11.~~~~r~c~ 1~:~~:i~~~:. tl~~n ~]~~~::~~en to 180 days is 

umc~:~1~~:~~Jt is not understood why discretion should be limited to 
fifteen days. The words "within such period as it may specify'' should 
follow the word ''presented''. 

(6)-The words "within GO should be inserted between the 
words "shall" and such 'l'hcre is no need to leave 
indefinite and when orders in snch instances; 
and the assessees concerned should not be afTected .. 

(9)-An obligation is imposed o11 the assessee snb·sectwn 8 to 
income tax in lh!e ·with the assessment whether or not a case h~s 

taken to the High or Supreme Courts. To that ~10 JS 
taken. In equity, however, there should be deleted m 

21 
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9 any right on Government's part to withhold monie.~ 

assessee cot;sequent npou il High Co tat Juclgmeut in his 
matter whether the authorities decide to to the 
or not. 'l'he mouey is due for law is as 
High Comt nntil on appeal it _upset by the Supreme Court. 

\:Vere in treatment iu such matters careft1lly preserved, the 
Chamber t!Jat relatiouships betweeu the Department and the 

would be betteru1. Proceeding therefore in a belief that this 
8Cceptable principle to Goverument, the Chamber further 

suggest that expedition in payment be as. equally applicable. 
Accordingly, amounts overpaid given, should 
be refundable within GO days; and the extent interest should be 
for determination the Coml and not by the Comn::issioner who in 
this insla11Ce is the party. 

CLAUSE G7 
It is nolnmktstood what objection the Department can possibly 

have against an ussessee before a competent Court the 
initiated by income iax authorities. In cases 

faith the assessee in egnity should retain. the right to go to the 
High Court as a last reconrse. 

The existing section is cOJJside1'ecl adequate but to safeguard the 
Department, it might be to the proviso that any assessment 
delayed under this section not be barred under time limitation. 

Cu\.uEs G9 
The uotes on the clauses sav that administrative inconvenience arises 

through the • alternative calculations. The Chamber 
would have the reverse more applicable: it seems to them very 
much easier to ou an already knowu basis of ca\culatioJJS thau 
to stop and over again on different rates. Under-assessments 
are fully covered by Section 34. A further objection is taken because 
of an admitted a11d well known delay in obtaining- reft111ds. Were 
calculations under the Finance Bill to result in a higher assessment, 
the assessee would be deprived of his money for a very much longer 
period than Government would be of theirs. 

CtAUSlt 70 

of t]Jis amendment is inucceut namely to 
• 111 matters of fonnallly mere procedure will not 
mvahdatc assessment or othc1 procedures Snch a chaltge iu the law 
however, must have far reachi11g cousequences. Formalities in the 
matter of procedure, form of notices, etc. have been prescribed to 
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rotect both the taxpayer and the Reyenne ancl it is imperative tl.Jat all 
~te formalities be observed. Even under t~Je present Act the mcome 
tax authorities h:~.ve been granted wtde ; and the only 
real check is the assessee's rights by law. 

CLAUSS 71 
that no 1nrl of the surplus distributed \o 

to tCLx in the insumnce company s 
companies a~sc.,sed on the interest less 

expenses should be allowed deduction in full. 
the Chambers feel that the bonnses 



INDUSTRIAL 

THE INDUSTRIES (DEVELOPMENT & REGULATION) ACT, 1951. 

Circular No. 273-1951. Calcutta, lfllll November, ltt51. 

l<'rom-Bengnl Chamber of Commerce, 

To-Alll\Ieml!ers of the Chamber. 

l\[~;ro :-The nbavc-mentioned Act is reproduced for the information of 

The Industries (Development a.nd Regulation) Bill, 1951. 
(AS PASSilD 11\' P.UU,I,\.l.U;N'J'.) 

CHAPTER I 
l'REI,U!INARY 

1. Sllorttltlo, extont and commoncemcut.·· (1) This Act may be C(\llcd the I11tlustries 

Kashmir. 

'!'HE INDUS'l'RIES DF,V.ELOPMJ\NT AND Rl':GULA'l'ION AC'l', 1951 1G5 

, means prc~cribed by rule~ mudc under this Act ; 

:::1 ':':~~:;::::·:~ ,::1',:::; ,5::::::·:• ::;":: ~:,~ ""'""''"' epecifoed ;, "" Hoel 
Schcrlule. 

4.-Snvin~.-Nothiug in the Act ~hull 101111 in<lnstrial ll!lde!Laking if the 

capital invested 

;. """"'''m""' """"""""'""""n'~"" 

;;~iilii;:~~ti~~:::~ift):i:~~:y;:;j·::,:;;,',"~;:, '"'1 ,,,,,,·::;:;.,::~::~;~;;; 
::: ::::::.::::·::::;1~:::::~·.~::::::::::~~::::·:::~:::,;::::~:'1::~:::::::::,::;·1,:::1'.::::,; .. 
(d) ~uch oll•cr of persons 

of Ute C~;utrul Government. 

inrluetriea; 
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(d) persons n~t b€lonziug to any of the aforesaid caten-aries wh 
npreocntmg the interests of consumers of goods ~lanttf,;ctu:~r~rcapa]Jle of 

T by the sche<lulcd industry or group of schc:l.uled inJustrics. produced 

he "'1~1;b~;;c~;d the tcrrn of office of, Hnd 
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E,fti'm•m•im•-I" this s•Jb-~ectiou, the cxp<·c,;ion "valllc" in r~btion to uny 
1Je deemed to be the wholesale pticc for l>hic\1 snch good 5 o{ the 

quality arc oOlll or nr~ the 1 )~cc' of 
!lln!lnfactnre and at the time of their tcmova\ thc<efro!tl, "ilhout any :cbatcn1ent 0 , 

dcd 1cction wlialevcr except tra<Oc di~connt nml the nmounl of <\H\y \]1cn pnyal.Jlc 

(2) The cess shnl\ be at s<llh inlcn··1l~ 

(3) The snit! cess mny Ue reco,•ered iu t11c Bll mreat of land 

rcv·cnnc. 
The Centrnl Go,•crlllneut mwj" h1nd over th~ proceuls of the cess co\lecter\ 

this section in •·cspect of th<:> goo<ls l1lfl.l1Ufacturc<l or pro,luccd by 

of ;chcdulcd in<lustlics in respect of which the 

is estaUic;lled. 
(I>) to promote impt·ove!ncnls in design aucl qunlity with reference to the 

prnducls of such industry or group of i!lllllstdes; 

(c) to provitle for the traini11g 'f t<·chnicians nnll bbour in ~uch indmtry ot 

group of ind11~trics ; 

(d) to meet such expenses in tl.c ex~rcisc of its fnnc\ious nud its administra\ive 

expcuscs as mny he pr:o~libd. 
CHAl''l'ER lli 

10. Regist1·ntion of e;dstin!l" industdal undortakings.-(1) The ow11er of every exioting 

every existing intl\Js\rial un<lcrtakin;.: of which it is the owner 
11. IJcemdn!l" o( new imlnslri(l.\ undortakings.-·(') i\o pet son or ~uthorily other 

than the CQn\rnl Government, shall, after th~ conuncncemcnl of thisAc, cstahli>;h 

;, 

·\ licence or permission nmlcr suh·scction {I) mny contain such conditions 

iucllldiug, in pnrticnlnr, conditions as to the location of the nmlertaking and the 
minimum standards in respect of size to ],e providctl therein as the Centtnl Govern

ment may deem fit to impo~~ in accordance 'yitll the rules, if n11y, lllU<le under 

Government i~ satisfied either 
or authority, to w!lOlll or to which, u licence has been iosned under 

has, without reasonable cnusc, fHilcd to eotnblioh or to tHke effective 
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l'rovitlecl .that no ~nch power shrrll lw cxe•-clRc<l nflcr cn\:cth·~ step~ hElVe l>c~n 
tnken to cslnhlish the new intlustrinl nndcrtuki.n~ in ucconlnncc with the licence 
issued in this behalf. 

13. Ltaonoins- of Bttbstrmti:>l e:;:pannions of inrtnstrlrtltmtlortnkings. -The provi,;io110 ol 

""''Y"''""'"'"""""!J~ll:'\011 
to the c~tnlJlishiug of nny 

14. l'rocodnro for tho grant of llconso or porlllission. ·-Before g1nn\illg nny licence or 
pcnniosion unrlcr section 11 or scc!iou 1:1, the Central GoverlliiiCUl 

lli, I'owor to c,_two invostis-ation to lJo mn.!lo in~o ochoilulod indnstrlos or llulnsf.r!nl 
unaort.n.kings.--Whe:·ethc Ccntrnt 

{a) in respect of 
mukrlnJ,ing \It 

{ii) 

{iii) lh~rc hrro been or is lik<:ly to ben 1 i8c in the price of nlly nrticlc or clm;s of 

nrt1clcs rl'lutnblc to !hal iu<ltlstry or mnnllfllclurcd or produced in the 

(b) 

or llU<\cr\nkitlgf., us the cu~;c mny Lc, for wllich 

"' 

'l'IIl\ JNllUS'l'RJHS DEVFJ,Ql'il!l•N1' A:\D Rl'.GUT,A'l'I0:-1 t\C'l', 1P51 1GU 

tltc Ccnll·nl G:wcrnnlent m~1:c or c·m~~ to be made n fHII nud COIHpktc 

iuvcstigntion into the eit~llltl>'lJ\nc,•s of the CHC hy o<tch person or bo<ly ot 

aoillllilJ'II[lJJOiHl for llw ]liH-posc. 

lG. P~wors or contra\ Govornmont OJ! oomplotlon of invo:ti,~n.tion umlor r,ool-lon 15.-~ 

i< rckncd to '" 

, f ,~:: • •• ':::.:!·::: ~~:::~.~:: :~.;~: ·:~:::~::. ·~~~:::·:~.::~:: ::::.~::.::~:::~:·:::.::.~:·: :.::r:~~~:~~"i:~:~::: 

<Hhn pctoon whok or any 

orlo\h<>]JLL:•IL!' 

:: tl],~l ~~:~:~~:~~:r~,:•lc ::~::i~~:,::ci~l•~'.";;:OI::\1:,~';"11'~,~;:~·::1\]l~:·~:~·~l~~~~n~~ Ol'<'r ~:~c 11\Lln:tg<:nle~'l' 
~=;:i~n~u~: ::.\:iccl:•s:~~yit:::·n~~~,~j~;,~\11~'~~+~~~,~~ i:l~r npp~;:,1:;\ l~JC <lccntc<l to be in ll1~ 
prop~rty ,lll<l clfccls of the 11!dllstrut 

pcr~on 1w~ ],ccn 

~:;I:i;:i:if::~:~::,:~~::;j::::.:;f!!!:ir::::f;·::t~:::~:::.,::::,·:;.:;:·,;:·.::;:~~:"::·.,~:· .... , 
d!tcctionH, 

22 
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under this scclion has been fulfilled or that 

lhnt the order should remain in force, the Cenlm\ 
cane~! snch order and on the c~ncellnlion of auy such 

~~~l~:~.,;;:::~:.caoe may he of the industrial "'"'"'"'d""'holl 

(6)_ Any onler made tttH1er this section shall have effect """'''"'"""'"''"" 

~~~=~~:?:.:~~;fglft:;;~~;;.;,=: 
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21. cer~ain rulminiBtrntivo m:pon~os or llovolopmout councils to bo tmtd from monoy~ 
to th•· •·molmuents of 

Development CollnCil who n.rc npp<);nlcd, ""with the npproYal of 

the Central Go,·ernntent, shall be defraycll out of moncyo p•ovillcll Ly l'Eirlinmcllt 

22. powor of thO Contrnl Govornmont to iust\O t\trootionn to Dovolopmont Co•moils.--Tn 
the e:-:ercioc of it~ fnnction,; under tilL; Act, every llevclop:ucn\ Council olw\1 Lc 

J:llided by such iust:nctiol'" a~ may be ginon to it Lj' the Central Gol'nntncnt nJ](\ 

~nell inslrnctions may inclntle tlitections !clntillg" to the 11\E!llner in which, nml the 

puq>OfC for whi~h. nny proceed~ of the ce~~ k\·ietl umlcr oectinn 9 which tnay h:l\'C 

]JCC1l handed OYCI" tO it, shallJ.:c C:<jlC!HlCd, 

23. Question relating to nmo1mt o[ capltnl i,nve~totl in nn lm!lertnlti.ng to bo dcch\oll \Jy 

coutrnl Govorntnont; -IE, for lh~ pnrposc of ocction 

6hnll be final 

~·l. l'Onnltio~. -·(I) \VhOcYcr contruvcncs or attempts to contraYenc or aheb the 

C(J!Jtrnvention 

{JJ of section 17 or of nny direction is,;ued 1mder section Hl, 

contnwention of which iB punishable unacr llti~ seetiou sltalll>C 
i1npri~oument which to si:< mouth~. or with iiue which may e:;ctCIHl \o 
fil'e thononnd n 1pees, nnr1, in this cnoe of a continuing contt'aYCIILiou, 

with nu mlclitiot1nl line which mny Gxtell(l to live hnwlred C\'Ct"}' Uny 

<lllt'illl! which snell contm,·e11Lion conlillllCS afler conviction 

contravention. 
(2) If the person contmYCJJilll! any of the r,nir1 provison> is n compnny, cve1y 

pc•son who nt Ute time the oiTence was commillecl was in charge Df, nnd wn~ 
to, the company for the courlncl of the business of the company. as well 

company sltni11Jc deemed to Jw guilty of \he conltavention and shnll he 

liable to Lc proceedctl ngnlust aml punishe<l ncconliug\y ; 

l'rovided that nothing c<mlnincd in !lois sub-section shall render nny such person 

linlJ\c to any punishment providetl in this Act, if he proves thnl the offence was 
committeJ without his knowledi-(C or lhal he e:<CIJ'i:;ed all due Uiligcnce to Jll"CYClll 

\lie commission of such offence. 
contained i11 sub-scclion (2). where nn offcw;e 

hns )JECll compnny nnd it is proYc<l that the offence 

:::;:::~",,:"""'ittod ,;:i:~, ~::,:,::::::d::,;~:,~::~::','',;':,"::.::~~~::::~::~~,:::,:~: 
,;)Jall t1c linblc to Jw proceeded ngninst nnd p11nished 

ncconlingly. 
ExjJ/nnaliolf -For the puqJOscs of this section,-

menns nny lJO<ly corporate nnd includes a fit·m or other nssocin-

(b) "director'' in relation to 11 firm ltiC>IliS a p~ttncr in the ftr!ll, 

2B, Power to (10\egnto-'J'hc Ccn\rnl Government mny IJY notified order, <lircs:~~:~a~ 
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UI!y 1 ~e~~~o~:::~:t b~o~::;~:J,0 ~~::e 0~0:.::.:::,r~~~. 
26 · Provious sanction of CautJ•al Govornoont for Pl"osaoutions.-~oth;, ~:~~e~c~::~:: for 

with the previous 

(/J) ~~~u:~:i;'; of the ~lalcmeJJl of ucconnt to Lc furn:shed by n Development 

(c) t ~~~~!::,~e~:~~l:e :~:~~~:." :c•c ~~Joe n t~l: ~~~~·: t~~"p;~.~: ~~~'a ';,':ld t~ll~ c t:~::lcn~~ril: ;~)~~~n~ ~~ 
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the granting or is>uing of 

Development Cot1ncil or both 

in regnrd to the gr.mt or i;suc ol uny such liccoc~s or permissi011 : 

(I) (he ptoccolnr~ to l1e followed inmal:ing- any iuveotlgntion under this Act: 

(m) the conditions which llllll' be inclnded in nny licences nni! permissions: 

(11) tbo conditions on which licences and permissions may he varied or amen-

dcdunderscc\ionl:<: 
tlw maintenance o! bo~ks, U';connls ani!rc~ords relating to !lll indnslrial nn-

(ql any other matter which is to !Jc or may be prcscribci!llnder this Acl. 

(J) Any 1'\llc mml~ 11111lu thi~ section may provide \hal n ~O!llravcution thereof 

shall lJC punishable undn section ~.J. 

(I) All niles made nnckt this ~~ctiou shall lw laid for nol k·;,; than SC\'Cll da'i's 
bdor~ Pnt'limnenl as soon as poss~'t>lc after "L.hey nr~ made, and shall IJC sn!Jjcct lo 

molliilcations no 1\ulirunenlmny make Llnring the session in which they are so 

laic\, or the oeooion immedintely followi11g 

31. Application of ot.lier Jaws not barrod. -The provisions of thi~ Ad shall !Jc in 

aclllitiontonn<l 

32. Amondmont of Section 2, Act XlV of 1947.-In section 2 of the Industrinl Dis-

pulE> Act, lfl·l7 (XIV of 1947).-

inlercht:" 

'l'IIl·; FIRST SCHEDULE 

[Sec :;~ction 2 and 3 (i)] 

Any industry Cll)\nged in H:e uwnuf~dlii"C or producti011 of nu:y o! the lollowi11g-

(2) 1\rms und ununu!lilion. 

(3) Coal, includillg colcc 1t1td other tlcrivativco, 
(4) Irounnd steeL 

(5) Malhemnticnlaud scientific l!Jstrntncnts, 

(G) :Motor and aviation fuel, keroscuc, cruUc olls and syutbctic oilo, 



174 INDUSTRIA f. 

(7) Ships a11d other ves~els propelled by tbe agency of steam, or !Jy electricity or 

other mechanical power, 

(8) Sugar. 

(9) Telephones, telegraph apparatus and wireless communication apparatus, 

(10) 'l'cxiiles mmle wholly or in pnrl of colton or jute. 

(11) Automobiles, including- tractors, 

(12) Cement. 

(JS) Electric lamps and fans. 

{14) Electric 1\IOlors. 

(15) Heavy chemicals including fertilizers. 

(ii) J,ocomolives nnd rolling stock. 

(JS) 1\Inc!Jinetools. 

and roller l;enri11g uud gear 

(19) ::llnchiuery and equipment for tile generation, transnlission and distdbulion 

of electric energy, 

(20} Non·ferrous metal iudurlinJ,; alloys, 

(21) Paver ineh1ding newsprint and paper ln:nd. 

(22) l'!Jnrmaceuticals ani! drugs. 

(23) Power and In<luotrialnlcohol. 
{24) Rubber gooUs. 

(25) I,eatbcr and Lealltcr goo Us. 

(~G) 'l'cxtilcs made of wool. 

(27) Vanaspali aud vegetable oil~. 

{28) Agriculturalitnplemcuts. 

(29) Jlailcrics, dry cells and storage 

{30) Bicycles, and part~ thereof. 

(31) I-Inrticnue lnnterns. 

(32) Internal combustion CDJ;ines. 

(33) Power-drhcn pumps. 

(S4) Radio receivers, 

(35) Sewing all!! kniliinp: machines, 

(3G) Small and haDd tools. 

{37) Glnssandceramics. 

THE SECOND SCHEDULE 

[Seo section G (4)] 

r:u!lctions which mny be assigned to Developmcllt Councils~ 
(!) Recommending targets for productio,,, co-ordinating production progmnnues 

and reviewing progreas from time to time, 

'I'IIE INDUS'tRiltS DEV.Ef.ONH<';:-1'1' AND RHGULA'l'ION AC'l'r 1951 175 

with a view to cliruinn\itlg waste, obtaining 
rccluch1g costs 

(S) Recommending measures for securing the _fuller ntilisati~n of the ill stalled 

and for improYing the working of the Industry, pnrtlcnlarly of the less 

(5) Promoting stamlardisntio11 of Jltoducts. 

in t\;c- distribution of controlled materials Blld promoliug nrrung-c
for the industry, 

(8) l'romotiug the retraining in alleruati,·c occupations of pe1soni1cl engaged in 

or retrenched from the industry 

or undertaldng sclentif1c and industrinl 

oiTccrr,., iu<lu;C<i"l research into 
;mioo;;uppliud 

{! 7) Promoting or undertaking the collection nuU formnlntion of statistics. 

(13) possi!Jilitic5 of decentralizing" 
to cucoumging the growth of 

the Devtlopmcnt Council BO to aU vise, ";:,~,king n:vnilnble to the 

on matters with which the """"'"""""1 C"'"'"''"'' 
of their functions. 
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The Industries Development & Control Bill. 

Circular No. 202--1951 Calcntta, 3nl September 1951. 

From-Bengal Chamber of Commerce, 

To-All Members of the Chamber. 

The Plauniug Commission in their first fivc~ycar plan draft 
outline have made clear their wish that l)arlianu~nt sl10uld now 
pass at the earliest possible opportunity a measure for the rcgnh· 
tion and control of industry. It is however not very apparent 
from their report whether the Commission [avonr the 
Bill as emerged in 1950 aflcr 
consicl<oration by Select Committee. It seems however from 

enquiries which ktve been made that it is tlH: latter mentioned 
Bill. 

2. The Chambtr Committee have therefore rcnc~vcd COil" 

sicleration of tlH~ detailed which were taken to the 
Bill as amended by Select and wl1ich were set forth 
iu their letter to Governmellt of 24th ]\fnrch 1950~,~ (copy 
attached). This has been done as a necessary preliminary to the 
consideration which feel will have to be devoted to the 
measure in its and Govcmment, it is understood, 
are at the moment redrafting certain sectioJIS of the Bill, as 
it emerged from Select Committee, in order more closely to 
conform to tl1e wisl1cs of the Pht11ning Commission. No news is 
fortl1coming yet of the shape of tl1esc amendments bnt the 
C.bam1Je~ has made arrangements whereby t11cy will be immc· 
chately mf6nued >vhenever the amendments in question are 
published. 

"Sec. Volnme II of !950, Report. 
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THE INDUSTRIES DEVELOPMENT AND REGULATION BILL. 

Copy of a letter dated 15th September 1951. 

From-Preside11 t, 
Be11gal Chamber of Commerce. 

To-Secretary, 
Ministry of Commerce (l.Wl Indnstry, 

Gvvernmcnt of India, New Delhi. 

You will recall that when the Industries (Development atlll 
Coutrol) Bill was originally introduced in J9-l9, there was yery 
stro11g ovposition to it on the part of commerce and industry 
p;c11emlly. 'Nhcn the Dill was amended by the Select Committee 
the opposition to the measure modified considerably and we in 
Eastern India reconciled ourselves to the accciJtancc of it in the 
form of the Industries (Development aml Regulation) Bill, 1950, 
subject to 011e or two amendments wl1ich we put forwanl in our 

letter of tl1e 24th 1\larch 1950. 

One of the main factors which influenced our attitude was 
the inclusion in the amended Bill of provision for the establish
ment of a Central Industries Boaxd to which would be assig11ed 
tl1e functions of and refusing licences 1111de1· the Act 
and of ensuring the powers of control vested in the Central 
Government would be exerciset1 only after fnll investigation by 
lhc Board. VIe have now heard from Elkins, who was verso-
ually invited to evidence this week before the nc\Y Select 
Committee on Hill, that the latest proposals involve the 
dropping of the Central Imlnstries Board to wltich we formerly 
attacl1cd so much imtwrtancc:. \Vith this latest proposal we must 
express strong disagreement. 'vVe would, however, be prepared 
to S11Jl])Qt·t the suggestion which Elk:ius infom1s t~s was ur?cd on 
the Select Committee by Sir Ramaswamy Tvfmlahar and lumself, 

the Ccntml Advisory Councilsl10ulcl function vis-a-vis 
the Government in much the same way as the former 
Central Indnstt·ies Board, certainly insofar as the investigation 
and control provisions of Chnpter IV are concerned, except tl1at 
the actual investigation would be undertaken under the aclltoc 

23 
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arrangements envisaged for the pnqJOse nucler tl1e latest amend
meHtS. b other words, the Central Advisory Council should be 
in the position of advising GoYernment on any action contem
plated nuder Clmpter IV. I\Iy main pnqJose i11 writing to yon 
llo\\·-at short 11otice-is to emplwsise the impo1·tance we attach 
to this in view of tl1e proposed removal of provision for a Central 
Industries Hoard whicl1 was tl1c main factor responsible for our 
acceptance of the 1950 Bill. 

In other respects, we agree with and sup1)0rt the snhmi
ssions maclc by Elkins to the Select Committee, p::~rlicnlarly as 

the DeYelolJmcnt Conncils, tl1e need for a rednction in 
cess fi.gnre, the ohjeciions to the delegation of powers to the 

State GmTmllleiJls, the retention of tl1e former diYision o'f 
the schellnlc of inclnstrics into two parts and retention of tl1e 
existing fc,r the control of cavital issnes if tl1is is uot 
to be vested in a Industries Board. 

In our letter to GoYemmcnt of the 24th ivfarch 1950 we 
pressed that where a case \Vl'IS referred to the Ce11tral Industries 
Board for inYestig"atiolt, the hearittgs of the Board should tah 
])lace in as in the case of the Tariff Board. \Vc tllink 
that vrovision should be made in 1·espeet of i11vestiga-
t!ons carried out under the auspices of the Central A,hisory 
Coumil. VVc notice in tltat connection that ]mbhc hearings are 

i11 the vroposcl1 revised Clause II of the Bill de::~ling 
Hcensi11g, where we do not r:.:gard tltem as desirable ; but 

we do attad1 major importance to vuhlic hearings under Chapter 
IV of tlte Bill. . 

I tntst it will be 
consideration hy the 
of the Bill is completed. 

for these \'iews to be taken into 
Connnittee before their revised draft 

'I'ITE ElllPLOVIms' S'l'ATI( INSURANCE (f>iiH'.ND~!llN'I') ACT, 1951 179 

THE EMPLOYEES' STATE INSURANCE (AMENDMENT_'! ACT 1851. 

(Dill J:.;-('1, of 1S51) 

A Bill to amoull tho Emplo:rees' State !nBu:rmtee Aot, 1948. 

su!JslittllCl1, 
3. (n ~·n;;~a~:~::::f(~;~~:n ~~·ll:~:;~,:x~~a~'fs; 9f~~~~ ~;~ :~,c~:~i:: :~~'~ ,l ~: ~:~:::c: ~:~,~::~~c 

C!) "!Jcltdil period" means snell p~riocl 

]not 110 [ exceeding twenly·ocven 
month~; corresponding to lh~ co.:tribution 

(D) 

wonlsnn<l 

(f) iu clnuoc (221. for the worrl~ 
thewngc rcrioil" 

be::~ fit period n longa or ohorlcr 

4. Al:~~~1:,:t :~ brsot:L1i~~ c:l .. A~:~~:~;~,~~fr~~:s~: ~ ~s .~\~: ~o~;,0 :1d ~~ n:1~]e 1c1: ~~·; ~i ;,'~1•n,~lc~~ 

·--['fJl -~---------..-..i.----------j~~~~~·-iiiill 
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~. Amondmont of soatlon 8, Aot XXXIV of 1948.-ln section 8 of the nrincip~l Act,

(a) ~ftcr clause (b) the fpllowinr; clatr;c sha1! be in~,crtcd, namely:-

''(blJ) lh•·cc members of the Corporo.lion rcp!escllting such three State 

Governmeutr, thereon ns the Centml Go,·emmcnt may, lJy notification 
in tltc Official G.~zelle, specify from time to Lime;" 

(b) in clanse (c},-

(i) for the word "nillc" the words "six" shall be snbstl\uled; nnd 

(il) snlJ.Clause (i) ohnl! lJC omitted, 

G. Amendment or so1tion 9, Aot XXXIV of 1918.-I:t s~clion 9 of tllc principal Act, 

in both tllc place<; where they occur, 
(lJ],)" sh:tll be SlllJ~lilnle<l. 

7. Amondmont of ao<Jtion 10, Aot XXXIV or 19~8.-In section 10 of the principul Act, 
in clause (d) of sub-scdion (I), for the worrl.~ an<llc!lcr "l'arl A Stat~s" ll1e words 

and letters "Part A States am] Part ll States in which this Act is iu force" sball Ue 
substituted, 

sball be renumbered as ~u!J-section (1) thereof. 
l!et~<l, the following sn!J-section shRll be in~crte<l, namely:-

9, Amcml.mout or Section 22, !.ct XXXtV or 1918.-Iu clause (11 j of section :l2 of the 

Act, for the word•; "the Corporation, U1c Strllu:ling Commiltecnn(]lhc 

the words "the Corporation null the Stnlllliur; Commitlce" 
shall he r.nboliluted. 

10. Amondmont of ~cction 2G, Ad Y..X:XIV of 1918.-1 11 Section 2G of the principal 
<.-

{n) in sulJ.section (~). ll1c words and letter 'Tart n Slates" slwll be omitted; 
nnd 

(b) for sub-sectiOIJ (3), lhc following onb-sectio 11 sl1olJlJc Rllbstituted, numcl:;:-

Hinde in bchn]f, 

lm\1 ], ~':'::,~, y ~~~1 ~lp~;o~~~; d bi}~l ~~0l~:,ll~r:;c~:~.~~~~~~:~~~ e~: t 1:~1!~ :~;~:~i~ oo!lha~~ 
account ~lyle,] the acco!lnl of the Employees' Stnlc Insurance l•'umL" 

prin~~~nt::~.d;~;:~v~r:l~~:~ ~:·l;c:t .~::ritVJ~~S~~::~:-: l5';,::;1;;:e0~:;i~lfe;~ction 28 of the 
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12. Substltntlou of now ~action ior.sootlon H in Act X~XIV of 1948.-~1or section H of 
the priudpal Act, the fo1lowi11g scc\!on shall be snbstltutccl. nnmely •-

,, 44. I'd ::~';,~c~'i,~t~" ~~:: ~~~';;;e~i:~~;·" :,','b~,~~~ll~~ l~:~,c~~~ 
(~~ration or to snell office> of the Corporntion as it 

returns in such 

l h c ~~-; n c~~~:~~~~:, lot~~e;~~~:: ~~ ~~~~ :~~~~:,~~ ,~;·~8\.: ~~'," :~:J,;~~~'~ ~;,',~2;\~(: ."~,:~,:~~; Y 1:5-of 

E\Ccotmtbook or other 
''(d) muke co pie; of. 

docun1cnt nl:lintaincd ill snell ollicc or other p1e-

miscs: 

{c) cxcrcinc r.uch other power~; as may Jw Jll'cscrilJc<l " 

Ameudmont of ~cotton 5o, Act XXXIV of 1946.-ln section 50 of Uw pritlcipnl 



182 INDUSTRI,\L 

16. Amendment of section 1i5, Act XXXIV of 1948.·-In section 55 of the prindpol ,\ct, _ 

(a) for Sllh-section (l) the following sub-section slmll be substituted, uamely :-

Provid~cl that nt1lcss olherwiHc sp~ciGed in the regulation~ m~de in this 

beJ1ulf every ap['lication for t11e review of n disnblemenl beneflt shall be 
nccompanierl by n certificate of a duly appointed medic~! officer." 

(b) in 011b-section (2),-

(i) for t!:e worils ''the Commio~ioner'' the won]g "the Corporation'' shall b~ 
snhstittlled; and 

(ii) for the Wor<.ls "disalJlemellt benefit" the worcls "disnblcmcn~ or dcpcn-
<1nllts' ]J~ndit" cha\1 be snbstitnlccl. 

17. Amendment of soc~on 56, ActXXXXV of 1948.-In sub-section (3) of section 56, 
of \he Act, for the words "or as proviUed under the regtllation~. is in 
receipt ]Jenefil" the wor.!s '"or is in rec~ipt of >IICh disablement 
benefit as does not disentitle him to medical benefit undet- the r~gulo.tions" shall be 
substituted, 

18. Amondmont of sec~ion 58, Act XXXIV of 1918.-In sulJ-scction (4) of section S~ 
of the principal Act, for the words and letter "for a ?art A .Stale" the words ''of a 
Stale" slw.ll]Jc substituted. 

sub-section (I) of section 68 of 

"(i) the difference l.etween t11c amount of hnefit whicl1 is paid l>y the 

Corporation to the ~aid person all<] the nmo1111t of t11e bene lit which 
tl1e !Jnsis of the conirlbutions which we1-c in 

20. Ins~rtion of new Clmptor Y-A in Act x_n:rv of 1948,- In the principal Act, nftcr 
Ch,tpter V, the following shall be iuscrtcrl ns Chapter Y-A, 1m mel}':-

CI-IAPTJo;R V-A 

TRANSITORY l'ROVISIO~S, 

special contribntion sl1u1!, in the case of a fnclo:-y or 

nrc in force, lJc in lieu of the :';~:::'J':::~c:onl:~~hl:,:~~·:,si~~;ao~l~'::,~le~h~~,~~::,~~';_"d V 

(3J_'fhc employer's special conltibutio:~ r.ha!l consist o[ ,,-11 ch pcn:cntage, uot 
CO<ceedmg frvc "PCr ccut, of the bill an,Jllw Central 

time: 

~ •• l 
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intrntion 80 to do r.n<l shalt in s•1eh notlfic.1tion which it 

fix or, as thc the cxt•·nt 

istobevariccl: 

Provided further thnl tbl' employ,•r'" >Opccia\ contribution in the case of inctoric• 

or estnblishmenh situate in r.ny 111 ibc 

nn<l Yarcl" force s"ha\1 be fixed rctrr 

e.ota!Jiiblllucnls situa-:.c in any area'" which \h~ 

arrc·nr of land revenue 
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or returns to such nnlhority, in such form nnd within such time ns may h~ specit:cd 
in 01c order. 

73F. Power to exemj,t to l!c exercise<! by Cellf>'al Govcn<mCIII olonc in rcsp~ct of 

conlaincll iuthis Ad, 

orthcnnturc 

Lc dcc::tcd to authorise any 

,1cfto cmj,foycr's sfrciaJ coalrilm

in this Chaplcr, lhc pro'l'isions of 
Chapter IV, section 72 anll Chnptcr VII l\!Hl ru:y rnlcs and rcgulutioJIS made llHdcr 
this !let she.ll. so far H~ n:ay Le, apply in relation to the pn~·tllcnt or recovery of 

in connection llo~rcwithnnJ 

employer'~ contrlhtilion if ll1is Chapter were not in force aud the employer's ~ontri· 

Pro,·idc<l thnt on the provisiono of this Chapter so ceasing to han~ effect the 

!897), shall np!Jlyn.df 

21. lunondmentof noction 75, Act XXXIV of 1948.-1 11 su11 -s~cllon (I) of ocction 75 of 

of 

23. Alncndmont of socUon D1, Act XXXIV of 194B, _In ocetion 91 of the 

~c~~r~:~Ert:::r'~~~~::; ~~7:;~~Vnl~~(:a1~;-,~-~l~:l~l::~~;~::,:~ni~~ f~~~~ :~2~ l'nl'l B Stale' •;hnl\ be 

2 ~· In~ertton ot now ~oction HA ln Act XXXIV ot l94S,~1\ftcr sccliou 94 of the 
prtuctpal Act, l11c fo\lowill)~ section slinlll,c iMcrt~d. namely:-
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follncd )Jy the CotpornliOII or the Standing Comtuitlcc, ns tlte .c""c 1J:ny be, 

:,':",~';,~~, 1 :~e ~~::~: ~~~~ ~ ~~: 1~ 1 :•;,n ~~:~~:i;:~~l: l;:~!:~:y l: fli :~~ 1~r c:,:•; ~: ~~~~:; • s:tfh:,::~~ 
ltnlctollteCorJ•OIGllc>ll.' 

20. Amollilmont of EOction 97, Act XXXIV or 1948.-In oulJ·section (~) of sPction 97 

of the pdncipnl Act,-
(n) for <:ln115e (xix) the following ~ln.usc shall lJc suLstitnlt·<l. unmdy :-

" (o-i 7:,i~:~:l r~,~~tr:~~el~Jr~t~c~;~;nil<etl nnd the rcgiste1 s or t~~:~:~:~ 15t: 1 1;~1 clll1tll:.l~: 
returns shonld 

cordo should contnin:" 

(L) fot c~n.usc (xxi) the following clnnse ohnll ]Jc suhlitute<l, mlttltly :-

', (xx:::~',';l:ii,'~:~;~~~~~:~~ ~~ ~~~~~::~~~:;•i:~11;~·~~: ;:~~.'~,~ o~:::~;~~;,:~~~i:~i ~;::~.~~;~'·\·e~~:',; 
(CJ after sniHrction (~)the following ~lllJ-Ocction olwlll!e in,edc<l, ";~~~t\~~t:;:,G 

20. Omi~aion of ~eotion 98, Act xxxrv of 19~8.-Scction 98 of the principnl i\cl 

c\inll2~." oi~tsi;;:~n of new soction 100 in Act XXXIV of 1918.-i\flcr section 8\l of the priu· 

ci !Jnl At t, ::~,::1: ::v: 1:: r:c1~•:1: 11°1 111. 1111• •1l.l 1L:::::::·~:~~~~::i::~~~~~:~~;•Y ~::·~.:;:;;;':,:•:•: 1 ~.:: corrcsponllin! u " o 

l'rovidcd that the repeal sllllilnol nilcct-

(n) L11c vrcviotiS opcrnlions 
(IJ) nny pctllll\y, iucurrctl i11 rc~pcct of nuy offence 

(c) ,~~;1 ~11111~.~tgc:i\;~~:~~:"~·, ";~~,,:•;;~~·i::'~'~, 1~~~~ of on}' stwh pcunlty, forfeilllle or 

pm>ishmcnt; 
an<l any snch 

/ocl,2:~r 1~:;,;:~~~1~t~o:l~:l;:~:~~vi;'n:c~~~:~:l~l~ s~~,:~~·-;;:~"~"ctlio;,~1::~~. '~"::d~;~:~ptiucipnl 
'1, 'l'ltcavcrngcdHilywngcsshallJJc:- period isn illc mnount of 

the dny~ worked il1 

thntwcck; 
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{b) in respect of any employee cmp!OJ'C'l on the basis of othct wa~:e 

~:~:~~!~;'~1;1~11 .~;:~~~~tlleofdi:~Ce(~ b~a:;::du~::,b1e~a~f':~~: '~~:~~~in such wage 

(c) in respect of an employee cmploy~d on auy other basis, the amount 

~:~~~~~~~!~~~~~f:\l:t:e~~~~;r ~,: ,;~,:~,es o~;~~~c~ayf0:s ~:~:. Jw sp::i~:~;lic;l111 ~::: 
Exf>lrmatiou I.-Su)Jjccl to made in this helwlf, the term \lays 

prin:~~at::~~~ont ot Schedule li, Act XXXIV of 1948--Iu Schedule 11, 

(a} in paragraph 2,-

(i) rrfler thcworrl anU figllres "section 4R" tllcwords 
any other week~ in !ltnl contribution 
were paid in respect of the pcrsou" 

of 

(ii) In 3, for t_ltc words "benefit year" the words' !Jcnefit period" 

{h) in paraJ;:I:aph ~.for the won:o "provided that", the followin).; words shall 
be Sllbshtuted, namely:-

"Provided that where no conlrihnlion was paid in respect of the "mployec 
the afore~aid of fifty,two weeks the disablement and 

he an amotml 

that:" 

(c)(';u pamgraph 4, in the second pro-dso \o sub-pnmJ,;taph (ii),-

:::::;~}1\~t};l::~:~{~l~::2~::;;;i:, :::: :::::: .::~:::,::~:: ,,::;:~:,:',,:: 
(d) ' \he wonj "altered" shall 'be su]1stilltled : 
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lion of the scheme by stages, 

2. ll was iute11de1l thnt the scheme ohoul<l be impkmentcd in th~ fitst instance 
of ench ochemes is always 

The main objcctiot>-> of c1nployen; centred round the 

former difficulty and those of the Uttar l'nhlc~h GoTCl1llll~nl emphasised the Iutter. 

3, A<1Ynnt,r;c has been taken of this opportunity to clfcct ~ome other amend
ments to the Act which have been fouud nccco,>lry fat tcclifyiug certain defects 
aud rcmovi11g certain lacunae iu the Act. The tCEl>On~ for the nmendmeuts arc, 

however neceHsary, given in the No teo ou Clanoc~ attached to tbio Dill. 

NI\W DELHI; 
JAGjlVAN RAl.I. 

1'11~ 13/h Marcil, /95!. 
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Employees' State Insurance (Amendment) Act 1951. 

Letter No.-2610, Calcutta 4th April 1951. 

From-Bengal Chamber of Commerce. 

To-The Secretary, 
Government of India, 

I\.finistry of Labour, New Delhi. 

I am directed to address you on the subject of tl1e Bill 
referred to above on behalf of the Industrial interests co:mccted 
with this Chamber. 

2. The h1terests mentioned arc gravely concerued over 
the vrovisio1IS of Chapter SA which it is .proposed to add to the 
Employees' State Insnrance Act. From tht! Statcmc11t of 
Ob~ects and Reaso11s attaclted to the Bill, read with the t·cports 

~vlncb have appeared in the Press from time to time recently, 
1~ appears that it is Government's intention to utilise the provi
Slons of this new chapter to make a levy 011 all employers 
co:'e1-cd by the Act of of tl1eir total wage bill, the intention 
bemg to remoYe the clisa(l\'antages wl1ich would be suffered hy 
c.mployer.s in Kanpur and Delhi because of the proposed intrm1uc~ 
tlon of pllot schemes under the Act in tl1ese areas. \Vl1ile the 
industrial interests counected with the Chamber have every 
sympathy ·with the industrialists in the nreas mentionct1, tl1ey 
arc ~nos~ strongly opposed to sncl1 a proposal, which they 
consH1er lS not only completely ineqnitahle but will also prove 
to be a very serious burden upon industry througlwut t]Je 
counh·y. ' 

h 3· l The proposal in fact means that employers in areas 
ot e~ t lan the two mentiolled are 1Jei11g' asked to contribute very 
c~nsule~able sums of money withont anything wlmtever in the 
s a~c 0• a return for such contributions. In addition, this co11tri
but1onh1: to be imJ)osed upon them over and above the cxpe1Hli-
ture w ich they have air 1 _ . 
own existing medical s:~~f to bear lll Colmcction with their 
maternity ben fit 11 f ~es, workmen's compensation, and 

e 1 a 0 whJch are supposed to be covered by 

'l'HE E:'IIPI.OYJ\i<'$1 S'I'A'I'E INSURANCE (AMI\ND;'\H\NT) ACT, 1951 189 

the Act. Such a is not only contrary to all principles 
on the Act is snpposecl to be baset1, but is 

most unfair because no return wlmtevcr will b2 
for the contribntions. 

4. Secondly, comes at a time 
In addition when 

years it is clear much extra finm1cc will be 
rcq~tireLl to meet the greatly increased cost o·f raw materials 
due to world conditions and the recent trade agreement 
with It may therefore be imvossiblc for industrialists 

to meet this extra levy. 

5. For these reasons the Chamber would urge that the Bill 
should not be proccctlecl with al!Cl that if no cqnitablc 
:solution can be fomul for the difficulties faced by industrialists 
in De111i and Kanpnr tl1e11 the proposed introduction of pilot 
schemes in these areas should be postponetl indefinitely. If, 
howcve1·, Government arc unable to this point of view, 
then the Chambe1· woulcl press most for provisi.orl to be 
made in the Bill that employers arc to deduct from 

le,·y rcferrecl to the cosls of runni11g their existing 
schemes, the payment of workrnet1's compensation ancl 

maternity benefits. It is felt tltat snch a11 is 
completely justified in ''iew of the Provisions of tltc itself. 

G. The ClHJ.mber lmst that ll1C3C views \\'ill receive the 

most serious attention of Government. 
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EMPLOYEES' STATE INSURANCE ACT, 1948 (AS 
AMENDED IN 1951), 

l!IINISTRY OF LAW 

Circular No. 268-1951 Calcutta, 15th November 1951. 
From-Bengal Chamber of Comwerce. 
'l'o-All Members of the Chamber. 

MEMO:-'J.Ihe undernoted Act as amended by the Em lo ·ees' Sta e 
Insurance (Amendment) Act, 1951 is published for the i~fo~matiou ,'r 
members. 

GOVERN:MEN'l' OF INDIA 

The Employees' State Insurance Act, 1948. 
ACT No. XXXlVO!I 1048. 

(as amended by No. LII [ of 1951) 

A11 Act ·~~•PP;ovide :~··.certain bc•lcfits to emj>loyccs in cau of dalmcss maternity ami 
1 O.)l!IICJI m;ury' and to make j>J'ovisioll /or ccrtai11 other matters in 

WIIJUl.J~A.s it is ex • rclal~on tlierelo, 
sickness, nmternit ~~~~e~~~nt to proT.ld~ for ccrtnin benefits to employees in ease of 
matters in relntion~hereto; ploymeut InJUry null to make provision for certain other 

Itisherebyeuacte!] as follows: 

CHAP'rER I. 

.fL 
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Provided that In the case of t11e first benefit perio(l a longer or shorter perio(lmny 

be specified by or under tberegulntions; 
(J} "confinement" mennslnbourresullingin the issue of a 1ivingehi\d,or1n1Jour 

after twenty-aix "reeks of pregnancy resulting in the issne of a child 'vhether ali ''e 

ordend; 
(4) "contribution" menus the sum of money payable to tl1e Corporation by t11e 

prineipnl employer in respect of nn employee and includes nny amount p!lynble by 
or on behalf of the employee in ncconlance with the provisions of this Act ; 

(5) "contribution period" menus such period, being not less than twenty-live but 
not exceeding t"renty-seven consecutive 'veeks or six consecutive ll\Onths, as may be 

specified in the regulations: 
Provided that in the case of the first contribution period n longer or slwrtcr 

period may be specified by or under the regulations ; 

(li) "Corporation" 1neans the Empl"yees' State luaura.uce Corporntiou set up 

undertbisAct: 
(7) "duly appointed" means appointed in acconhmce with the provisions of this 

Act or with the rules or regnlntious mrule thereun<ler: 

(8} "employment iujtny" !uenns n pers<:~nal injury to nn employee caused lJY 
nccideut or on occupational disease arising out of nu<l in the course of his employmeut 
Inn factory or establish111ent to which this Act applies. wl1iCh injury or occuptltioltal 
(lisensc 'voutd entitle such emplo;ee to compensation under the Workmen'!! 
Compensation Act, 1923 (VIIl of 1923), it he were a workman within the meaning of 

the said Act: 
{9) "employee" menus a.uy person employed Ior wages in or in connection with 

the work of factory or establishment to which il1is Act applies and-

(i) Who is directly employe<] hy the principal employer on nny work of, or 
incidental or preliminary to, or connected with t11e work of, the factory or 
establishment, whether such work is done by the employee in the factory 

or establishmeutorelaewhere: or 
(ii) who is e1nploye<l by or tluough an iml)lediate entployer on the premises of 

the factory or establish!nCIII or nuder the supervision of tlle principal 
en1ptoyer or his ageut on work which is onlinali.ly part of tl1c wo~k of u:e 
factory or establishment orwhicl1 is preliminary to tlle work cl\rr!ed on 111 
orincideull\ltothepurposcof tile fnctory or establishment; or 

(iii) wt1ose sen·iees nrc t.emporari!y le11t or let on hire to t11e principal e!llployer 
by the person witlt whom the person whose ~ervices are no lent or let on 

hirelii\SC!Itered into acoutrl!.ctofaenice; 

bntdoesnotiuclnde--
(a) any member of the Indian naTal, !llilitnry or air forces: or 

(b) any person etnploycd ot1 n renmneration 'yhich in the aggregate e:><ceeds 

fourhundrcdrnpeesntnontll; 
{10) "exempted employee" n1eana nn en1ployee who in not liable tmder this Aet 

topaytheemployee'scontribntion; 
(II) "family" menua u1c spouse mHl minor lcgitinmte nml ndoJ>Led chiltlre.n 

1tependent upon the inonred peraou nnd where U1e insured person Ia nmale, hta 

dependent parents; 

II! 

1: 

ii; 
r: 
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(12) 

shed, 

INDUSTRIAL 

the precincts thereof whe!·cou 
on nny d:ty of lhe p~eee<ling 

Leing ''anier\ 011 
on but does llol inclurlc a mine su!J

Indifln l\liues Ad, 1923 (I\' of 19:!3}, or n railway running 

couucclcd vcith nny of tl.Jc nforcsai<1 processes; 

~~~~:,~~:'s~~~~::',~):~:~::~ :·~:~~~s:~~:;,;~::::;~~~~:io:,:,:,~cs or llll<~:r ;1::~::~::~~~:~1 ~~:,:~~~~:i;~;:~ 
principal employer or his agent, of the wholf' or ally part of nny work whi~h is 

of the wor};: of 

Fnct~~L;·~:~:~~~:~"(;~\~~~ ;;~~~~y sllnll have the weaning assigned to it ; 11 the 

(16) "prescribed" means prescribed by rnle~ mntlc tllllkr this Act: 

(17) "princij1Ul en1ploycr" means·-

agen(~) o; "s: !~,ct~;,:;;e~h~r o:·~~~:~~:r ~c~~~~~li~:;:lll;:p:::~::;: t i~-~~ ,] !~~~ \r~~::~~~~l'~:~::~ril~: 
l1as h~e11 lllUllell ns the mnnagcr of the factory nuder 

19iS, lhepcrso11 so named· 

men~:;, ~1~~:~,~ et~~:lJlishmelll ~~~;~:l;n~~~ l~}~~~~:~: ~~o::~·m:~:~:'j~:111~::~ ~~~~:i 0~~:·~~::1~ 
the head of tile Department; 

h'lliill 
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(22) means Rll Tetnn11~1lllion pai<l or pfly[L!Jie in cash to nn <employee, H 
the contract of ""1''""" or implied, were fulf,11ed :tnd 

includes other adllilhllnl 
month~. bnt clocs not inclurlc·-

j[ n.ny, rni<l n.l inlE'rV:tl~ not excce<ling two 

the cmplo;crlo any pension fnml or provitlent fttnd, 

(b) any tmYc-lling nll.:owance or the vnhte o[ nny travelling concession : 

(23) "week" menus n periorl of se,·en dnys commencing nt miclnight or Snturdny 

nigllt; 

CIIAl"l'ER II. 

COltPOJt,\'I'IOX, ~'i'A~DJ~{; C011~!lT'fF.I~ A:>D ;1!1\DIC\T, 
Cou:c:cn, 

3. E5tnblishmont of Employoos' State Insm:anco Corporation.-(!) \Yith effect from 
sliCli <late as the Central Govcrmncnl mcty l1y notifu,ativn in the o!Tici<tl Gazelle, 

:~v~;::t~J;~:~~:. 11~~~':!· ~::::~.,~1~:~~1 ::: ::~~~~,~~::,:':[.:or the 1:~ministr<ttiou :~ 1~\:i:c~~:'~': 
Corporation to be knoWll ns the Emvloyces' Stale Insllrnnce 

I llOll~:,:~~b ~o;J~~~:lfi'~~: O~~ \~ ~~~lJ :eerp:t :~~iJ: \~:;~S0S1;:~: "~~:\e fL J~:t::l:I~Ofnl :~;; ~~~~~e::,~:a~; 
the snid rwmc £ne aurl Uesned. 

4. Constitution of Corporation.--'fhe ColJIOialion shall consist of the following 

members, nnmely .-
(a) the ~linister for I,nbuut in the Central Govemment. c_,·.officio, ns Ch~irman; 

(b) the l\linistcr for Jlcnlth in the Centml Go-verumcnl, ex-officio, ns Vicc

Ciwinnan; 
(c) 11 ottnorc thcn f<''C persons to be uomin~le<l b1' the Ccntml Governtucnt of 

y,-hom al least \lllec sh~ll he oiTtcials of the Cenlrnl Govcrmncut; 

(d) ~;~:i:l~r:~1~1s c:~:~ ~~:r:1:ct;~~~~:.e'~~l ~! l:::1~';::~t,~d~~;t~l~em~l1 ~:,.~,.::.~~~~,::11: 
coucernetl; 

(c) one Jle>SOll to l;e nomiunled by the c..,.ntrnl Governlllent to repr~sentthe 
Pntt C Slates; 

In ':::::,;:~" fo< <he pmJ"" hy "" c::,;::,::~~;:~:,::,::::,::::o::""~: ':::,~: 
(g) fiye persons 

Go,·cnuncnl in 

25 
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(h) two persons rPpresentiJJg the medical 

1 Centrnl GoYerJJmcnt in consnll~lion 
to ho noJllillnle<l by Lbe 

such orgnnisation uf llloilical 
practiollcrr. ~9 mny be recognised for the purpose )JY lh~ CcJilra\ Govern. 
ment; and 

(i) two persons to be elected !Jy the Parliament. 

5. Term of ofllco or mcmlm:rs of tho Cor}loration.-(1) Save 
provil1cl1 in this Act, term of oflice of memlJers of the 

n•embersrderredtoinclunses{c), 

is Jlolified. 

7. Authonticlltion of ort\ers, decision, etc.-All orders and dedRions of the Corpora-

(a} a Chairman, nominated by the Central Go,•emmeut ; 

(b) three member9 of the Corporation, being officials of the Central Govern· 
meul, nominated Ly that GoverumCJJ!, 

(lob) three memlJcrs of the reprcsenlillg- such three Stnle Go''Cnl· 

mcnts thereon nR the Government may, by notilication in the 
Official Gnzctlc, SjJecify from time to time; 

(c) fix ""'ml;ers elected by the CorjJOtMion as follows:-

(<'} two members from nmon!{ the members of u 1e Corporation representing 
employers; 

(ii) two mcmber8 from among the member~ of tJ1e C0!1JOtlllion rcprcoenting 

(iii} one mcm],er from nmong the li!Clll]wrs of the Corporuliou representing 
the mcdicnl profession; nn<l 

(it•) one 111ember from "-lll01J>: the lllC!Hl>ers of the Corporation elected l!Y the 
parlinn1ent, 

o, Term or office or mon\bor~ or Slm!d!ng commlttoe.-(1) Save ns otllerwisc e:o:prcsely 

other 
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(a) the Director Gctleral, Henlth 

(11) a Deputy Directvr Genem1, !Ie~llh Services, to he nominate'\ t>y the Ceutul 

GoYernment; 

him. 

(c) the Melliea1 Commissivner of the Corpomli~,:::.lc:·::::s; ancl Part n Stntcs 

(d) GoYemmcnl 

12. CosBatlon of 

;:~~~\'!t~~c~~~~:l~\:l~::~l~~::~ecHlive 1necting,; thereof ; 

(2) \Vhcre ill the opillioll of the Central 
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from !Ueh date as may b:! specified therein snch person shall cease t :! ~~: ~:::::~ob:·. the Standing Committee or the Medical Benefit ~ob:n:il,"::·"::: 

Con:;~~·i:ae:h:h::~h:~;~~~:~;,n~:=jee::::~i:t!s ~~:~~i~tee or the Medical Benefit 

in this behalf, restore him to membership. Y the Central G•Heruntent 

bein DlaquaUO.oation,-A person shalt be disqualified for being chosen as or f 

Cou!c~l:ember of the Corporation, tl1e Standing Committee of the Medical Bene;; 

(a) if he is declared to be of unsound miud by a competent Court. or 

(b) if he is Rllllndischargcd insol~ent; or ' 

(c) if h~·h:~ directly or indirectly by himself or by his partner any interest in a 

:~cetst ng cont:act with: _or any work being done for, the Corporation 

of n ~0~8p::;.e;d~:al practitioner or as n shnrel!Older (not beiug a Director) 

(d) ifbef;re or.after:hecommencement of this Act, he has beeucom·ictcd of 
an o euce mvolY111g morn! turpitude. 

me:~~rs~~~e 0~0:::~;:-;(:~;acanci~s in the ?ffice of nominated or electea 

Council shall be filled t.y nominatio:~rn~;::ti~:.::'~~~::a::~,a~t~e Medical Benefit 

Ben!:~t ~o::~7ber ~f the Corporation the StanC:ing Conunittee' or tlte Medical 

long ag the nle~~~:~~~~~:~a:r el~:ted to f!ll n ca~unl -..·acnncy shall hold office only so 

entitled to hold office if the -..·nc~nc~ b:~ ~:t :~:~:~';:::1 or elected lvonld htwe been 

nnd !:;e ~~~ic~d 13:,:~v;~~;;~~c:;~~9 of ~he Corpornt:on, the Stnndiug Committee 

tim~ to tinte be prescribed by the Centr:;~~::;~:::~~s and allowances ns may from 

npp!:~~~=~:~~::~~;:-t~~ ~n~: Centrnl Governme~t mny, in the ense of the first 

~~=::s~:t!~n~ appoin~ the follo~!i:~tb:~=~t(~l~;~~~;~';;'!:;ei;~e~~~~:u~:~;::,~~~~~ 
e orporalton, namely:-

(11) a Director General of I;:mployees' State Insurance ' 

(b) aninsnrance Commissioner· ' 

(c) nMedicslCommissiouer. ' 

(d) n Chid Accounts Officer •; and 

(~)an Actuary. 

~: :he Di~ct~r Generalehall be the Chief Ib:eentive Officer of the Corporation, 

shall not ::a::~~~~~~:~ Offic~s, ahnll be whole-time officers of the Corporation nnd 
Centml Go,·urnmunt. y war unconnected with thdr office without the sanction of 

year~~) asA ~~;~c~~a~p~=~:~ ~ha~: ltol<l office for anch period, not exceediug five 

Offi~r ol11Lll be eligible for re:;poi~~x:::;~f ~!~:i:~~:~lil:~n~uiL~il~e~~tgoing Principal 
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(5) A Principal Officer shall receive "uch salary and allownnces as may be 

t>reseribedbytl!eCentral Go,·ernment. 

(6) A person slJnllbe disqunlifie<l from being nppointe<l as or for being a Principal 
OfficeriflJeissubjectto auyof thedisqualificl'tions apecif1ed inseclioni3. 

(7) '.l'he Central Government may at any time re)llove a Prindpal Officer from 
office and Pl!alldoif snchremovnlisrecommendctl bynresolutionoftheCorpornlion 
passed at n special meeting cullcrl for the pu111ose and supported !Jy the votes of not 

less than two-thirds of llte total streugth of tile Corporation, 

1'1. Sta.fi",-(1) 'fhe Corporation may ctuploy such otl!CI staff of officers nnd 
servants as may be tl,ecessary for the efficient transactiot• of its business pro\•ided that 
the sanction of Ute Central Government shall be ubt~ine!l for the certnin of any poBt 

with a lll~:dnmm monthly sala.ry of fh·e hundred rupees and above. 

(2) l'he Corporation 11hn'l, with the approval of the Central Government, make 
regulations regarding n,e metlHid of recruitment, p:1y 0.11d allowances, discipline, 
Buperannuationbcnefitsnmlothercoudilionsofsen·iceofthe membersofitsstaff. 

(J) I;:very appointmeut to posts cturying a maximum ulonthly P~'Y of f1Ve 
hundred rupees nnd nbo•;e slmll be u1nde in cot•~ultation with the Feli.ernl Public 

Sen·ice Commission : 
Pro-vided lh!\t tl!is sub-section shall not apply to 11on officiating or temporMy 

11.ppointmentforaunggreg11.tepeliorl uotexceetlingoneyenr. 

lB. l'owersotthaSta.ndlngCommittee.-(11 Subject to tl•cgenernl onperintendence 

and coutrol of the Corporation, the StauUing Committee slmtl mlminister the affairs 
of the Corporation and umye:r.ercisc any of tl•epowersnnd performnnyofthe func

tions of the Corporation. 
(2) The Stnnrling Conuuittee slta11 submit for the consideration and decision of 

the Corporation all Bllclt cases nntl matters us may be specified in the tegnlnti:Jns made 

in this behalf. 
(J) '£he Standing Counnittee mny, in its rl!seretion, snbmit any other case or 

matter for 0\e decision of the Corporation. 

19. Cor)lorntion's power to promote measures for hoalth., eto. of .tnaurell PIII'IIOUB.-Tlte 
Corporation may, in sdditiontotl!CSeheme ofbcnefltsspecif•e<l iniltisAct, promote 
ntensnres for the hnpro,·<.mteut of the l1ealth and welfare of insured persot•s mul for 
the reltnl!ilitntio11 and rc-etuployment of htsnred persons who ltave been disabled or 
injured and nmy i11cur in respect of such meuauresexpemliture from the fnnrls of the 
Corporation witltin such limits as m:"IY be prescribed by the Central Government. 

20. Meet.tngs of aorpOTation, Sta.nding committee and Medical Benefit CotmoU.-Snbject 
to any rnles mnrle under this Act, the Corporation, tl•e Standing Committee and the 
Medical Benef1t Council 6t1allmcct at such times nnrl plnees und sltnll observe such 
rules or proce!lnrci11 regnrtl to trnusl\ction of business at their meetings as maybe 

specified in the regulatiousmadeinthisbeltnlf. 
21, SnporseB!don of the Corporntion and &tanding Com.mittce.-{1) If in the opinion of 

ll1e Central Govcrnmeut. the Corpor11.tio1• or the Standiug Committee persistently 
111akes defaultil•perfonuiugtt1etlnlics imposed onitbyorunderthis Actor abuses 
ita powers, u 1at Government mny, by notification in the officinl Gazette, supersede 
the Corporation, or in the cn~e of the Standing ComntiUee, supersede in cousuttntion 

with the Corporation, the Staudiug <?onunittee: 
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Gov!'::~:~::~ s\~~~i g~:::c~~~:::~lc n o;;~~L~~~:~;1 t~n;~:r ;~~~d :~~~:-~:~:~~~i:ti~:.C:~~r:! 
cnse maybe, to show cause why it should 11ol be superseded nudshnllconsidcrthe 
explanations nntl objections, if auy, of the Corporntiou or the Standing Committee, as 
thecaseumy\Je. 

{2) UtlonthepuJJ!icntionofa notificalionuudersu!J-scction (1) aupcrsc<lillgthe 
Corpo:ntion or tl.te Stnmling Committee, nil the members of the Corporation, or the 
Stnnthug Co!nmtltee, as the case may be, sllall, ns from t11e clute of such pnblicntion, 
bedeemelltolmve\•aeated their offices. 

(3) When the Standing Committee has been superselled, n new Stnndiug Commi· 
Uce shall be immediately constituted in ncconlnuce with ~ectio!J s. 

(i) When the Corporation has been superRcdell, the Central Government !1\:l.y

(a) immediately nominateorcnnseto be uominatedorelected new mentiJCrs 
totheCorporntioninnccordance with Bection4nmlmnycoJwtitutenuew 
St:l.lld\ugCommittee unilcrsectiouB; 

{b) in its discretion, appoint such agency, for such period as it mny think fit, to 

exercise the powers and perform the functions of the Corporntion and snell 
agency shall be conJpetent to c:~:crcise all the powers nnd perform all the 
funcliousofthcCorporation, 

(5) The Centrn! Go\'ernment shall Cllltse a full report of nuy action taken umier 
this section ami t11e circumstances le:ulhJgto such action to be lnid before the 
Pnrlinment nt the earliest opportunity :uul in any c~se not later tlinll three mouths 
from the rlnte of the nolilic~tion superseding the Corporatiou or the Standing Com• 
mittee,nsthecaaemaybe, 

22, DIJtiOil of 1\Icd.iaal Bona!lt Council,-The Medical Council allnll-

(a) arivise the Corporation ami the Statuling Conunittee matters relating to the 
ndmini~lrntiou of merllcal benefit, the certifictJtion for purposes of the 
grunt bencfitsnntl Otl!erconue~tctl matters; 

(b) h~vesncl!Jlow~rs and. duties of itJI'eBtigation as may be prescribed iu relll· 
hontocomplamtsagnmst metlic"IJ>rnctltioners !n connection with medical 
trcatmeltlnlulnttemlnnce; and 

{c) perform such oUter <lnties in connection will1 mcdicnl treatment and 
nltentlan~e as n1ny be BJlccifier\ in the mgulations. 

ami ~i~'scl~::~~:as~J~\~~~~::la~~~B,~'fhc l'r.incipnl,?fficer9 shn!l exercise such powers 

functions as may be Rt>ecific<l ill ~h~r~~:~::~::1'~: I hey shnll nlso perforn1 ~uch other 

No :ei~ o:~:~: ~torCorpot~ation, otc,, not invo.Ud by roa.uon of doloot in OOQ.lltitution. oto.
al!atl be <lecmc<l ~:r~ 101:' tl:~ Standing Committee or the Medical llenefit Council 

Corporation, Ute 81,.1~<1i::;:<.~:,~~t~~~:on of ntJy tlef;ct iu tlte constitution of the 

~::~~::1 o~h~~,;':iis;;:~;;~~:t.thercof wns ~~o~h:u~~~~~;c:~ h~~~~~~Lc~~t~~~\~~l~uo:~~~et~; 
by fCIIBon of such 11ct1Juvin;";' or~~ nuy lr~"'gn!:<rity in his nomination or election, or 

~~:',:~i::>cmber of the Corpor~~~~~~~ 0:;~011 ~::::~\i~:; ~":.~,~:;1i:~e~1:r~~:"'~~~;~:~h~e~:~~ 
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2U, Rezionnl Boo.l'd.B, Loa!l.t Oommittoos, Regional and Lo!!.'l.l Modioal Bonoflts Oonncile.

The Corporation may appoint Regional Boards, Local Committees llll<l Regional awl 
J,octll Medi~nl Benefit Councils in snell nrens and in sn~h m'l.mter, an• I de!eg1.te to 
tllem such pDwers and functions, ns may be provi<lerl by the regl\lntionn. 

CIIAP1'ER III. 

PINANCl! AND AUDI'.r 

26. Employooa' state Jnsura.noo l'nnd.-(1) All c~ntri!Jntions paid under this Act 
and all other moneyn receivec\ on belmlf of the Corpomtiott shall be ptlit\ into n fnnol 
called the Employees' Stl\te Insurance l~und which shall be held nnd mlministere<l 

by the Corpo!'ulion for the purposes of thin Act, 

(2) The Corporntion mny nccept gmnts, donntious :1.11rl gift~ from the Central or 
nnyStnteGovenunent, local nnthority, ornny itlflividunlorborly whetlie:rineorpot"
ted or not, fornll or nuyof llJepurposesoftllis Act. 

(3) Subject to t11e other tnovisio11S container\ in illis Act and to n11y rules or 
regulations Iunde in this belmlf, all moneys nccruingorp"J"bleto the Md•l Fmul 
shnll be paid into the Rese1ve llank of India or SEiclJ other llllnk "s may be "PIHO\'erl 
J1y the Central Government to the creditofnn nccount styled the nccount of the 

Employees' Stnte Insnrance Fund, 

(4) Snell nceonnt shall be opernted on by snell officera ~s may !Je nnthorisell by 

ll1e Stn.ntliug Cmumittee with the npprovnl of the Corporniion. 

27, Grant bY tho COlltrnl (Jl)vm:nmOllt.-The Centrnl Government s\H1JI, every yen.r 

tluting the fir~t fiveyenrs m11ke a grant to the Corpon:tion of.a sum. equh·nl~11tlo 
two·tldrtls of the ndministrnth·e expenses of tl1c Corpornllou not me haling thereJil the 

eostofMlY !JenefJtsprovirle<l !JyoruurlerthisAcl. 

28, l'urponos fol' whioh tho l'und may bo OXIIOlldod.-Subject to the provisions o! 
this Act nnll o{ any rules made ]Jy the Centrnl Government in that 1Jeha1f, the 
Hmployees' Stll.te Insnmuce Fund sho.ll be e:xpendell only for the following pnrposes, 

Jl:l.11lely:-
(J1 payment of benefits null provision of merHcal trentment n.nd nt~udl\n~~ to 

iusured persons 11nd, where the medicnl benefit ia cxtemlcrl to th~Jr bunh~s, 
the provisions of such merlical!Jeuefit to their families, inncc.oulnnce W.lth 
the pro,·ibious of this Act11nd <lelrnying the charge~ and costs Ill connechon 

tl1erewilh; 
(ti) payJne!JL of fees a11rl nllowanc~~ to u1embera of.tlJe Corporntiol•, tl1e Swmling 

Committee aud the Medical l!enefli ComJcll, the Reglm~nl lloarlls Locnt 

Committees ·anll Regiounland Local :Medical Beuefit Counc1ln : 

{iii} payment o[ snln;:es, 1:::" ;:!u!~i~~it~,;il:':ut~:.::s~v:,~::·al~:~:::,1~::. ;;:~ 
:~~::~.ei~S:,~~~u:io~::11~0 t;ro,·itlent or otlter benefit fu~Jd of officers nn<l 
servants of the Corl'oratiou aut\ meeting tlle el>.-pcnlliture tn respect of ~~ces 
anll other 1\ervlce~ set Ill' for tlJe purpose of giving effect to the pro,·ts!ons 

oftl!isAct; 

(iv) establlslnneJtt nnclm~ittena;Jc~ :~~~~:~p!~~~\'::~:re~~~~~:~l::;u~e~:~~s ;;:Ht\~~ 
~~~~::fi 1111~! ~1111:ur:~o~:~::u: nlu:l: where tl1e medical beu<l'fit is cxteuded to 

their families; 
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(t~) payment of contribn11ons to any State GoYC!'I\11\ent, local authority or any 
privnte l>ody or htdh·idnnt, towards the cost of medical treatment and 
nttemlnnce pro,·ided to iniured persons nml, wlterc the medical benefit ii 
extended to tlteirfnutilies, their fami!iesincluding the cost of nny bnih\ing 
and equipmeut in accordance with nny agreement entered into lJJ' the 
Corpornlion; 

(vi) defraying the cost {inclmling n11 expeuse~) of auditing the accounts of the 
Corpomtionnntl oftltevntnalion ofitsassetsnmllinbiHlies: 

·(vii) defraying ltte cost (incltuling nll el<pcnses) of the Employees' Insurance 
Courtssetupmulerthis Act; 

("iii) pnymenlofnnysnmsundernny contrnct entered into for the purposes of 
this Act by the Corporation or the Standing Comlllittee or by nny officer 
duly nutlLOrised by the Corporntiou or Ute Stnmliug Committee in thnt 
bel1nlf; 

(ix) pny1uent of sum~ under nny decree, onler or awarll of nny Comt or 'tribunal 
ngninstllu~ Corporation or nny of its officers or servnuts for nuy net rloue in 
01eexecutiou ofhisdutyorundern compromiseoraettlemeutofnnysuitor 
otherlegnl proceeding or claim instituted or made agninsttheCorporathm; 

(x) defmyiug the cost am] otl!Cr charges of iustitutiug or de[cntling any 
chil or criminal proceedings !l.risiug out of any action takcnnndcrthis 
Act; 

(xi) dcfmying expenditure, within the limits prescribed, on measures foJr the 
impro,·cment of the hc!l.Hli tmd welfare of insured persons nmlforthe 
relmbilitation.and re·cmploymcutofinsured person who havclJeendisalJietl 
ori11jurcd;nnd 

(Xi11 such otltcr purposes as may he authorised by U1c Corporntion with the 
prc..,·ious approval of the Central Government, 

n. Holding of property, oto.-{1) The Corporniioumay, subject to such conditloi\S 
na may be prescribed by Lite Central Government, ncquirc nnd ltold pt·otlcrty b"th 
movable and immovable, sell or otherwise transfer any mova!Jlc or immo,·nble 
property which muy ha,·e become ve~t~d in or \uwe 11een n~qnircd by it nnd do aU 
things necessary for Lite purposen for which the Corporation is established. 

. (2) Subject to sucl1 conditions oa may be prescribed by the Ccntrnl Govcrumeut, 
the Corporation nmy from time invest nny moneys whiclt arc not immediately 
required for expenses properly dcfrny!l.11tc under this Act and 111ny anbjcct as 
afores~<.id,fromtimclotimere-investorrcalisesuclt htvcstmcnts. 

(3) The Corpomtion may, with Ute prcYious sanction of Ute Central Government 
11nd on such terms as may be prescribed by it, raise lonna and take ntcaaurcs for 
dischnrglngsucltloans. 

(4) '!'lte Corpot~<Liou mr.y constitute for tltc 1Jcncfit of ita staff orauy cln~sof 
ll1ent, ~uch provident or olltcrl1encfit fuu(l nsilmay.tJtiuk fit, 

cst~~~ish:=go~f t~0 ~~=~i:t ~~al~~=~~~-:~11 C~:;~::~~0~1c~::~c<~~~i~;:o~::: 
~=~;;o~:::tl:::endtturc 111CIIrtcd iu Litis behnlf slmll be J1rought into the books of 
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31, Expondlturo bY ccntl'nl Government to bo tloated ns n lon.n.-A11 expenditure 
ineutrcd by the Central Government for nml in connection with tltccslablisluucnt 
of the Corpomlion up to the date of its cstablislnnent shall be treated n~ n lo~n 
mhnuccd by the Central Government to the Corporatio11 awl such lmm sltnllbc 
Rlljustcd against grnnts !rom the Central GoYet1nncut to the Corporation. 

82, Bndr::ot ostimatcs.-'l'hc Corporation slwll in each ycnr frame" budget showing 
the probRble receipts nnd tl•e c:>.penditnrc which it propo~cs to incur during the 
follmdng year aml shall submit a CO]')' of the luHlget for !he nppro,·at of the 
Ccntrnl Go,•cmmcnt before ~uch dntc ns mny lc fixed I!J' i1 in that bchal{. 'fhe 
budg<t shall containtJro,·isions ndeq1u\lc in Ute opinion of the C<1'nlrnl Govcrumcut 
for the disclmrgc of the linJJilities incurrcll by the Cort>ornlhm nml for the mnintc· 
nnuccofn,vorkinglmlance, 

BS. Aeoonntll.-'l'ltc Cotpolatiou~<hnlllltninlain correct nccounts of its income nnd 
expenditure in such form and in such tnunncr a~ mny bc JlrcEcribctl by the Centrnt 
Govcmmcnt, 

34. Aud1t,-{7) The Accounts o[ the Cortloration shall !Jc nmlitc<l, at such times 
1111d sncltmamtcras maybe prescribed, by nllllitora "l>I>ointcd by the Cenlml GovCrlt• 

(2) 'l'hcnnditors shnl! nt l\1! rensonnblc times lmvcnccess to the books, accounts 
and other documents of the Corpomti"u and mny, for the purposes of the tuidil, call 
for such explauatiou nud informntiou ns they mny Jcquirc or e:>wmiuc nml princip!l.l or 
othcrofficeroftlteCorpornUou. 

(3) 'l'ltc auditors shn11 forward to the Central Government a copy of their 
reporttogethcrwitllnnandite!lcoJJYOfthcaccountsoftlleCorpomtion. 

(4) 'l'lH~ cost of Ute audit ns determined by the Ccntrnl Go,·cJmnent sl!l\ll be pnitl 
ontofthefundsofthc Corporntio1t, 

sn. .Annunl repcrt.-'l'hc Corporation shall submit to the Ccutrnl GoYcrnment nn 
annual rcportofitslvork nndncthiti~s. 

36, Budget, nudit.ed a~colllltB and th11 annunl l'OPOd to llo plncod bofore tile Clll!trnl 
LO&islRturo.-'l'hc nnmtal report, the a•1ditcd accounts of the Corporation and the 
budget ns r.nnllv ndoptcd by the Corporation shall be plaCcll before the l'nrlinmcpt 
null publish~d in the Official Gmr.ettc, 

n. Vn11mt1on or nBBOto and llnbllit1os.-'J'he Corporntion shall, at intc1·vaJs of fi\'C 
years, ltn,·cavnlnnlionofitsnssctsanll liabilities madchynvolucr !1Jlpolntcd lvith 

thcapprovalofthcCentrntGowrumcut. 

Provided th11.t it shall !Jc open to the Central GoTcrnmcnt to direct o Taluntion 

to be made at snchothcrtllnca nsil mnyconsidcrnccessnry. 

CJIAl''l'UR IV 

CO:N'1':Rll1U'1'IO:NS, 

26 
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(2} 'l'he contributions ~hnll be pnj,\ nl the rates sp~cified in the First Scheme, 
mul in cn~e where the prov:i~iJns of this Act nrc made npplict\b!e to any employee or 
class of employees in any factory or establislHnent or cln~s of factories or establish· 
ment in such manner thnl t11ey are excluded from some of the beuefits nuder this Act, 
ut such rates ns the Corporo.tion may fix in this ln~hnlf. 

{3) A week shall be ll1e tlllit in resllCCl of which nl! contl"ibutions shl\11 be p;,y. 
abletmderti,isAct. 

{4) 'l'he contributions pnyl'.ble in respect of each treek sltnll ordinarily fall tlue on 
Lhe lnst dny of the week, nud where an employee is employed for pnrl of the week, or 
is employed nuder two or more employers dtuiug the sante week, the coutribution~ 
shall fall due on snell dny~ as umy be specilied iu the r!?gnlntious. 

40. Principal cmplOYGl' to :PRY eontribntion in tha llrst inatancc.-(1) 'l.'he principal 
employer shall pny iu resJlect of every emJlloyee whether directly employe,\ by 
liin1 or by or tbrongh nn itnnle!linte employer, t!oth the employer's contribution 
nuil theemployee'scoutribntion. 

(2) Notwithstnndiug auything contniue!l in nny other emlchueJ•t but subject to 
the provisions of this Act nml the regulation, ifnnyumde t11erecnder, the principal 
employer s!Ja11 in tl1e cnse of nu employee direct!)' employed by him (not !Jeing nn 

exempted employee), be entitled to recover {rom the employee the employe<l'B 
eontri!Jution by deduction from his wages and not otherwise. 

Pro,·ided tilnt no such deUuetion shall be made from 1\llY wnges other tlum such 
ns relate to the period or p:1rt of the period in res}mct of whlel1 tl1e contrilmtion is 
pnyn!Jie, or iu e,;:cess of the sum rqm$Cntiug the employee's contribution for the 
period. 

(J) Notwitbstandlngnnyeontrncttothecontrnry,ueither theJ>Iincipalemployer 
uortheimmediate emt>loyer shall be entitled to tletlnct theemJ>loyer's contri!Jntion 
from nny wnges payn\J!e to an employee or otlu~ndsc to HCO\"Cr it from him. 

(4) Any sum deducted by the priJICiJ>nl employer from wn.ges under thia Act 
shal\J;e deemed to have been uttrustcd to hint by the employee for the purpose of 
y.ayitJgtllecoutributiou in rcspectofwl1ich it Wl\sdeductcd. 

(5) TI1e l'rincit>nl employer sl•all bear the ext>eusesof remittiug the eontribu· 
lions to the Corporntiou, 

41. Recovery or contrlbntlou from ilnmodlnttl oonploy(lt,-(1)A prindpnl employer, 
Wlto hns tntid cont!ibution in respect of an employee employed by or tluough nn 
inuuediuteemployer, shn11\Jecntil1edto reco,·erthenmo\lltloflllecontribtttionso 
t>aid (thnt i6 to say the emtlloyer's contribution ns well n~ the employee's contri!Julion 
if any) fromtheimnle,liateemployer,eitherbydeduction fromnnyan1onnt paynlile 
to ltim by the t>rincipul employer nuder uny contract, or ns 11 debt payuble by the 
immediate employer. 
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42. Goneral provislousastopaymon.t of oontributlons.-(1) No employ<.>c'scontrlbu
tiou"slmli !Je tmyn!Jle by or on !Je11alf of nil empl•>Y-<'e whoM <Wewge daily wages nre 
l;elowonernpee, 

Explauafion-'l'hc nverngc daily wages o{ .111 c:mplo.>yce ahall!Jc ctlleulntc<l in the 
mnuuct·specified in the 11irstSchedulc. 

(2) Coutri!Jntion (\JJlh the cmpl.:.ycr's contrilJntim a111] thcC'nployC'c'scontriiJ\1• 
lion) shnll be puy~<ble by the pdncip<~l employer fo•· e.tt'h l'rC'Ck tlurin):l the wl,olc or 
Jlartofwhich nuetnployeeiscmplo.>yc<l. 

(3) Where wngcs arc JlnyaJJle to nu C1Ul•loycefor u porti<>nofthe week, th'e 
c!ll:[lloyet•shall !Jcliable to Jmyhoth the en'lol<>yct·"s contribntiunnn<l thec1Uployees 
contribution for the 11Teek in fulllJ\\l sha!llJ<.> entitlc•l to !c.>co,·er fromtheetuployee 
the employee's contribntion 

(4) NoJ contribution ~hall !Jepnynblein respect of 1111 <.>mployce for nny ,,-cek 
during the whole of which no services arc re1Hleretl \Jy!ln emt>h>yee an<lin respect of 
whicl!no\.-!lgesnre payable to him. 

(5) Notwithstnmling- the )li"OVisi<)IIA o{ sn!J~Cct\Jn (J), contributioli slwll te 
)layuble, in respect of nny week during ,.-hich n" s<.>r•;i~es nrc rcutleretl ~y and uo 

~~:g;:i~~e P:~'~:~~a:'; ::::;:o~:~i:~: ~1se ,;:::e t:tt;:~'!~~~1p ~:~:~:il~~~:~~~ ~~~a:1:;!:~1~;:•,~· ;:~~;: 
oristlneto n lock-oulorn legal strike, if in respect of the periml co,·ere<l by such 
legnlstrikctheemployee receirns ll"<tges in full orinpnrt. 

Cor;:~nt~::h:~u ;f ~~~:on,:;~ I ::~:~:D::ru~~::::~~tre\. ~:1 ~~:~,~r:;·i;;~~;:~:~~:~:: -~~~-;~;. 
ment 1111!\ collection ofc'"lutributions payt~bleii!Hlcr thisActl\Utl withontprcjutl!Ceto 
the geuernlity of the foregoing pO\fer such r<.>gnl:1ti~us nmy proYi<le for-

(<~)ihemnnueran!ltimeofpaymel!tofc<>ntributi,ms: 

(b) t~~::: ~::·:~~::~~;:! :i~~::;:~~~::~,~:~~~:~Jl\~;:;~:~f~;:;:~:~~;~~ :~~~::~~~~~~~~~,,=~:~ 
(c) t:~ei~;,:::.s::l:: upou JJoukR or cnnl~ of parlicul,un of rm1tribntioJlS pnid nu~l 

benefits di~tributeol iii the case o( the insured J>ersotl~ lo whom such \J()oks 

orcnrdsrelntc:und 

(d) the i9s11e, snl<.>, e',",'J,'I~.~~:,,",::~ll~cfti~~~ki;l~~:l"~~~-:;s a~:.~,i~~li~:~~ 0:e~~~o~:s~: 
curds nn<l the ··~~ ~ 

destroyedordefnce<l. 
tnr nndmnintaln rO!:istors!n(Hll'tnincnsos.-(1) Hvery 

prin::;ml~~~~y~:u:<l~:l:11;oy:: Rlm\1 submit Lo _the: C~r~:;~:~~:1°:0~~:;:~~:;~::l: 
of ll1e Corpolllti;n 119 it umy dircc~,;:~~; 1 ;,et~1ti1,:: ~,; ~~~~1,',y factory or cstnlJ!lsluncnt 

~~rr~~;~~~80;c~~~~~~~ :~e l::rt~~~~~t~J111~~"~ or in~nedintc mnploy<.>r 11~ muy be specified in 

regulations made in tl!isbel!l\lf, tor•orestalJTislnueut thcCorporntlon hnsrensou 
(2) Where in I"Cst•<.>cl uf any f~c e:u sn]Hnitted under su!J-scction (1) bnt has nol 

~:e~;:~::~::~:~t:tlt,e~~;:• ~~:;~~~:~~~ ~uny ·,·cquirc any person in charge of the fnctcry 
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ns are entitled to ~:ompensation under this Act (hereinafter referred to liS 

dependa.uts' benefit): nnd 

{o) ttledien.l treatments for nnd attendance on insured persons (hereinafter 
rcferredtonsmedicnlbenefit). 

{2) ·rhe Corporation may, nt t11e request of the appropriate Government and 
subject to such con<litions ns may be lnid do\vn in t11e regulations, extend tl1e 
medicnl benefits to the h.mily of an Insured person. 

n. When peri!OII eliglbls for eioknoss b!mefl.t.~A person shalt be qualified to claim 

sickness benefit during nuy benefitperiorl,if duriog the corresponding contribution 
period, weekly contributions in respect of him were paynble for not tess tlmn t\VO
thlrde of the number of weeks during which lu~ sh11\l be deemed to have been nvllilnble 
for employment within the meaning of section 48, subject to 11 ntinimum of twc::lve 

eontributiona: 
Provided that the Cotporntion'may waive Ute minimum uumber of contributions 

dnringtbefirst contribution period. 

48. When person deemed nva.ilablo fOl' employm.ant.-A person shnll alway~ be 
deemed to ltnYe been nvuilnble for employment iu any week, except wlten during the 

wl10le of such week,-
(a) he was unable to work on account of sickness which bnd been duly 

ccrtified,whctherentitlinghinttorecci\'e sickness benefit oruot, or 

(b) he wns qualified to receive disablement benefit for temporary dis11.ble-

ment,of 
(c) intlteca.seofll.n insured wotnon, slte \l'nB entitled tothemuternitybeucfit 

provided in section 50 or site \voul<l hnve been enl!Ued to such benefit if 
sltelll\dfnlfilled nll other conditlonsentitlingherthereto. 

49. Sicknen be:D.efit.-Snbject to Ute provisions of this Act and the regulll.tions, 
if nny, n persou qttulif>cd to clnim oickuesa benef>l in accordance \?ith section 47 shall 
be entitled to receive such benefit nt the rates specified in the Schedule for the 

period ofilisaickueas: 
Provided t11at he shntt not be entitled to the l;enefit for 111J initial wnitiug period 

of two dnyP except in Ute case of a spell of sickness following nt an inten·l\1 of not 
more than fifteen dnys, the spell of sickness fot \l'hich sicknesslletlefitw&~~ lnst pnid: 

Provided fnrtl>er tlw.t sickness benefit shl\11 not be paid to nny person for n 
number of dnys in excess of llte number wltich tl\ken· togetlter \Vith the number of 
dnys for wltiel1 he h~d already received the benefit makes up n total of fifty-six dnys 
during any continuous period of three hundred ll.Ud sixty·five dnys. 

50. Mntornity boneflt.-(1) An insured woman shn11 be qn11.1ified to clahlJmaternity 
beuefit for confinement occuring or expected to occur in 1\ benefit perind if during 
the correspoudi11g contribution period, weekly eoutribntions iu respect of her were 
payable for not tess thnu two-thirds of the number of \veeks during whicl> slte shatt 
be deemed to Jmve been nvnilable for employment within the meaning of section 48, 

subjeettonmiulnmmoftweh·econtributions: 
Provided thllt at least oue contl"iUntion liM beeu poid between thlrty·fiTe und 

forty weeks before the week in \l'ltich the confinement Lakes plnce or in which notice 
of pregua.ney is given before conf.nement whichever is mere advnntngeona to the 

insured person. 
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be paid to the otlterdepeutlnntsof the clece"sed nt such rate~ as maybedetermi11ed 

by the !~mploye!"s' Insnnmce Court having iurisdicli(ltt. 

(i"<') The amount of dependants' beneftt payable under claus~ (iii) slm1lnot el<ceed 
one-half of the amount which would luwc l.Jeen payable to the iusnretl person as 

benefttonpermnuent total disnblcmcut. 

('11) Save as morlifled by this Act, 1111~ obligations and liabilities imposed on an 
employer by the Workmen's Compensation Act, Hl23 (VIII of !92.3), shall continue 

to apply to him, 
u. Modical oxaminn.tion.-A\1 medical e:;::amin~tioltS aml treatment referred to in 

the Workluen's Compcns~tion Act, 192:1 (VIi of Hl23), sltnll for the purposes of this 

Act, be carried ont by duly appohtteU medical practitiouers. 

~5. Review of bonents,-(f) Snhjcct to the pro,·isions of this Act, Ute Coq>orntion 
may, either of it~ own motion or on the application of the person rcceh·b'g the 

benefit, re,·icw tbe pay1nent of any disnblel!lent o•· depcnclnnts' benefit: 

Provlrled that unless otherwise spccif1cd in t11e regulations matle il• this bebnlf 

every nppliealion for the revie'v of a disablcutenl benefit shall be accompanied by 11 

ccrtifirateofadulyllppointed medical officer, 

{2) Subject to the pro,·i$ions of this Act, thl• Corporation may, on such review 
as ll.foresaid direct tlte.t the disablement or dependants beuef>l be coutinued, increased 

reducedorili.scontinued. 
56. Madioal bonefit.-(1) An insured person or (wltere such medica.! benefit is ex· 

tended to his family ) a mentber of his family wl10se condition requires medics\ 

treatment and attendanccslmll beenlitle<l to receive medical benefit, 

(2) Suclt medical benefit may be gh·e11 either iu tile for1n of out-patient treatutent 
and nttemlanee in a hospital or rlispensary, clinic or other institution or by visits to 
the home of the insmcd person or treatment as in-patient inn hospital or other 

institution. 
(J) A person slmll be entitled to medical benefit <luring any \Veek for 'vhich COil· 

tribntions nrc payable in res11ect of liim or in which he is qualif1ed to claim sickness 
benefit or maternity beneftt or is in receipt of such disnblementbenefitnsdoesnot 

disentitle him to medical benefit under the regulations. 

Provided that a person in respect of whom coutribuliou ceases to be payable 

under this Act may be allowe.t medical benefit for s11ch period and of such nature as 

maybepro,·ided under the regulations. 

67. Scllle of modicnl benollt.-(1) Au insure!\ person and (where such medical 
benefit is extended to his family) his family shall be eutitlcd to receive tnedieal 
benefit ouly of such kind aud on such scale as may be provided by the State Go,·ern~ 
mentor by the Corporation. and snlnsnred person or, wilere such medical benefit is 
e:s:teudedtol!isfnn1ily, hisfamilyshallnothn'\'earighttoclninlallynlediealtreat
mente:~<ccptsueh asprovideU by the dispeus!ll'y, ltospilal, clinic or other institution 
lo\vhicll heorl!isfamityisallotted, orasJna.ybcpro,·idedbytheregnlalions, 

(:!) Notl,ing in this Act shall entiUe 1111 insured person (where such medical 
benefit is e;.:lended to hia fnutily) his family to claim reimbursement from the 
Corporation of any expeuses iucurred in respect of any medical treatment, except a& 

mnybcproYided by tberegula.tions. 
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58. Provial.on Clf moilicll.] treatmont by sta.to Oovornmont.-{1) '!'lie State GoYernmeUl 
shnll provide for insured persott~ and (•vhere snell benefit is extender] to tltcir 
fnnti1ies) tlteir families in the State, reasonable ntedicnl, surgicnt nnd obstetric 
treatment; 

Pro,·i!]cd that Ute Stale Go\·crnmentmny, with the approval of the Corporlltion, 
arrn11ge for medical lrentment nl clinics of medicnlpractitioneraousnchscnlcnml 
subject to such tcrmsnud conditions as mnybengrec<lttpon. 

(2) Where the incidence of sickness benefit payment to insnrccl pClrsons iu any 
State is found to exceed the nll-Indin 1\\"crage, the nmonut of sncb excess sltnll be 
sltiU'cd between the Corporation and the Stnte Go,·crnment in such proportion ns may 
befixetlbyngrecmeutbctwceu them: 

Provided Utnt the Corporation mny innny ensc waive tile recovery of the whole 
or any part of the shnre which is to be borne by the Stnte Go,·ernment. 

(J) 'l'he Corporntion mny enter into m1 ngrcemeut with a State Government ilt 
regard lo the nature amlscalcoftltemerlical tretttment that should beprovidetlto 
insnm!l persons and (wlteresnch me<lical !mnefit is extended to tile fnmilic~) their 
families (including provision of lmildings, equipment, ntediciues aml st"II) and for the 

sharing of the cost thereof an,] ofnnyexccssin the incidence of sickness benefit to 
insured persons between the CorJ>oration and tlte SLJtle GovernJilent. 

(4) In default of agreemeJtl betwcettthe Corporation nnd any State Government 
nsnforcsaid the nature nnd extent of the medical trealntenttobet>rO'\'ided by the 
State Go,·ernntent and the proportion in which the cost Lltcreof and of the excess in 
the incidence of sickness benefit shall be shared between the Corporation and that 
Govctnment shn11 be determined by nu arbitrator (who shnll be or slmlt lmve been a 
Judge of lhe High Court of u Stnte) appointed by the Cllief]natice of ludia nnd Llte 
avmr~l of ll1e arbitrator shnl! IJe l>inding on the Corporation and the State 
Government, 

D9. Ento.blillhmont and mat.ntonanco of l!ospitnlB, ow., by C::ol'Jiorntlon.-{1) 'fhc 
Corpornlionmny, with lite npproYnl of the Stnte Go,·ernmcut, cstalJiish t\ml mnintn\u 
in a State Blt~h hospilols, dilll'enanrie11nnd other llleJlicnlnnd surgical acrviccs nslt 
umy think fit for Ute benefit ofinaurctl persons and {where such medicttl bcuefitis 
exteniledtotltcirfamilica)ll•cirfamilies. 

{2) 'l'he Corporation may enter into ngrecmeut with nny l'nrt J1 State,locnl nutho· 
rlty, prh·nte lmdy or indh·idunl in ren-nn\ to the pro'\'ision of ntefJical treat!llenl nml 
nUenclnnce for insured personsBnd{wheresucltmedicnlbenefilisextended to their 
fnmilies)tileirfnnliliea,innuynrcnnll(\ shnring the cost thereof. 

G~Ji'l.;ll.AL. 

80, Dc:noflt nGt aulgnabJo or atta.IIIJ.able.-(1) '!'he ri~tltt to receive any pnytneut of 
any benefit under ll1iH Act &11111\ not be hnnsfernble or Msiguable. 

{.2) No cast, bencfitpaya1Jleun<lert1JisActsha11 belinble to nttnchmeutorsnlelu 
execution of any IlccrceoronlcrofunyCourt, 

61. Ba:rofBc:n<lD.taundercthercnnotmc:nts.-WJtenBpersonis;;1tlt1edtoBnyofthe 
benefit& provided hy this Act, he nhollnut be entitled torccelvennysimilnrbcucftl 
n<lmi$sible nuderlllcproviRionaofnnyolhcrcnnctmcnl, 

n. Persons not to oommuto CO.IIh bonontu.-Snve no mny be provided In Ute regn· 

~Bn~:=u~1:u!~::~b~e ~~:~~~rll~Ii: 1~~~~.etl to eotnntute for a lump ~um nuy periodical 

Jti.Il'LOY1~l~S' S'l'A'l'l~ INSURANCJ•: AC'l', 1948 (AS A~I'F,NDJm IN 1951) 209 

63. PerilOus not entitled to roGolvo bonollts In cm·t:tln oasus.-No pcr~ou Bhn111Je 
eulillell to sickucsa!Jcnelitor IIU\tcrnilyhcnelil. ur ,\i~:tillcnwnt!Jeuelit fur lCUIJlorary 
<li~•lhlcntenl in respect u[ any dny on which he W01ks ILH<i rcco:>in•" w~<ge~. 

64. Rooiplonts or Biolmo~o or tUsablomout bonont to ob~ervo condit.ions.· -A pets on 
who ;9 in receipt of sicknc~s IJCtlCfit or di~ahl1•ment ht>neliL (•>thcr than benefit granted 
ont>ermlm<2'nlllisablcmcnl)-

ins! i~~t~:~l ~,:.:1~·1i~i~:l 11 :~,~~~~te:·11t~:~:~:~1c~ r::::;'~~::.~ 1"~,:;~:-·,~·:~'·:';;~· ;,::::::~~~:1' 11:1 ~:~~c~\,:t:~~: 
mc1licalofficerormedicalaltcm\anlincharg(' thereof: 

(I!) shall not while underlrc~<tmenl<lo:u>ylhingwhichmightretnrdorpreju<licc 
hischancesofrcco,·cry: 

::rD~f~i~:t\EI;~j:;i::;~~o~;;::}:;ti};;:1:i~\?t~::~;~;;?~:~:~::::,:~::::~ 
65. BonO!Ltanot to bo comblnod.-(1) Aninsmed pNIHJII shntl noll•e cntit'ed to 

rccdvefortl!esamcperi•Jd-

}U~~: ::::~:~~~:,~~~~~:;:.~.~::::~:~:i:~~.:~::~:;::~~:.:;::::;::~::::.:::::::::::.:::,::.; .. 
~eclioll {f),lleshnlll.eeutiLlc<llo chuo$ewhich henclil hesh!Lltrecetvc, 

66• Corporntio.n'a rlg~1t to rocovor dmnng~s from omplo~~a~ .~::~ ~:~=~-1{1~;,]e~t~~;;: 

;~::~.~:;:;~::.;:;;;::;:::,~.:.~::::·~~:~f~;:;~;fi~~[:;[~~::: E:::::!::::~:~:~::;,.::·:~:::~:: 
of any wronJ,:fnl ncl of lh<:' ~ 111 1 Y . 1 II ·cckly contrihuti'JU~ due mulct thiB 
atruuling llu., f<Icl that the cnq>1uyer 11 "~ 1"m. 1 1~ '~ \·c !dmhmactl J,y the employer 

Act in reapc~t of such. in~UI"eol person ::~ 1 e,:::~ .. :;011
11

1111 :1cr ~ection 12 of the Workmen's 
or the J>rincitml who IR Imide t<> pay c 1 . 1 resent ''"lne of llLc 11eriodien1 

ComJlCIJB:IIion ,\ct, 19~3 (Vrtl·"~11 :~;,~~~l:et:c,~:::~~'\m:l'er this Act. 

pt1YI;~~~~~.::v::::l:1:::~~:~~~:~~~:::~11 ~:~;, :~':,,~~~~;,:r~~~Yt;:::;:~il~·:~·~~~ ~l~e ~:~~~::;i:1,:~~ 111 
JlRYI:l;,llt::::a:o:\.8 rig}It to be Indemnified in certain. ~7~;-r:e~:.~:;:;;, it~;~~~:::e:,e;;:;::: 
iR en!itletl to 1eeeive or to tec.oYH :~::~ ~~:~::~~~:·:c1e;;,:: 11,gcs under anY .law fur the 

lti~ e!Ut>1oy<2'r or nn~ otl1er J>PIS~I::u cu~>loyment injurY cauBed under ~Jrcnm~tauce~ 

~~:~~~~:~':l~~:lo~i~~J;;:l~e:;:~~~~~e l';·son ut·\~erl ~~~":~,:l~ecr:::!'~::V;i:tb~; ~ts ttgenl, the 

Cotimmlion shaii]Je entitle<] to:'" Il~:;~;~n:,:: l:e entitlctl to l>C in<lcumifie<l by nn 

emp~~;e'~~~:;~ otl\t:~sth;ni~oJ;~~:~ur~~~~:ltiona i.n ~R:>ec~;:l'~l~~~ e::,;:IBo~:~.::l(~:;i:~~~l~~~ ~~~:-
ploymeut injury ns •on Cn<tliOY::o 1~ 1::~~: 0:1:1:~or fllilB or :ncgloot~ to ~ay .any con~rl~ 
bnti::~(~;r~::~~a~;j:~~:~,~~ :~nployer fltil~ or neglects lo }li'Y tmy contubnlton Whleh 

27 
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under this Act he is Enble to pny in respe~t of any etnployec ann by tea~on thereof 
such person bec:;~mcs dimmtitled to any benefit or et•!Wed ton ]Jenefit on lower scale, 
the Corporntionmny,onbeingsatinfied lhntthec:llllribntionshonld h:webeen pnitl 
by the principal employer, pny to the person the benefit nt the rate to lvhich he 
\Vonld hnvebe!!nentitled if the failure or neglect had notoccured nJHl the Corpora
tion shall be entitled to reco,·er from Ute principal employer either-

(i) the clifference between Ute amonnt of benefit which is pnid by ll1e Corpom
tion to llte st1.id per~on nnd the amount of Ute J:enelit which would have 
been pnyable on the bnsis of the coJltribntions which were in fu.ct paid by 
the employer or; 

(it1twice the u.mount of the contribution which tll(~ employer failed or neglec-
ted topay,whicl!everisgreater. 

(2) The nmouut tecoYerable under llds section mny \:e recovered as if it were an 
arrent oflnnd-reYenue, 

69. Liability of own~r or cooupler of facl<OriG.!, etc., for 001:cossivo sickness. bena:fi.t.-(1) 
Where the Corporniion considers t111•t the incidence of sickness among insured per-
sonsiaexcessivebyreasonof-

(i) h1sanitnry working conditions in a factory or establishment or the neglect 
of the owuer or occtlpier of the factory or estalJli~hment to ob&erve nny 
lJesttb regulations enjoined on him by or under any enactment, or 

(ii) insanitnry conditions of nuy tenements or lodgings occupied by inoured 
persons nnd such insanitn:ryconditions arenttribntnble to the neglect of 
tlu;, owner of the tenements or lodgiugs to obeerve nny ilenlth regulations 
enjoined onl1im byorundernnyeuactrueut. 

tl1e Corporation may tend to t11e owner or occupier of the factory or estnblishn1ent 
or to the owner of t11e tenen1enta or lodging~. as tl•e case may be, n claim for the pay
ntent of the nmout1t of the extra expenditure incurred by the Corporation ns sickness 
benefit; nml if t11e claim is not seUled by agreement, the Corporation may refer the 
matter, 'vith n statement in support of itsCTahn, to the appropriate Governntent. 

(2) If the appropriate Government is of opinion thnt o prima facie cu~e for 
Inquiry ia disclosed, it tnay appoint a competent person or pernJils to hold an 
enquiry intothemntter. 

(S) If upon such inquiry it is pro_ve<l to the satisfactiOll of Uu~ person or persons 
hoMing the inquiry that the excess !u incidence of sickne~s among the insured 
person~ is clue to the default or 11eglect of t11e owner or occupier of the factory or 
estnblishmeut or the owner of tlte tenemen!B or lodgings, 119 the case may be, the said 
lJersonorpersoJ•sshnll dcterntinethenmonntof the extra expenditure incurred as 

sickne!lll benef1t and the person or penons by wlton1 the whole or nny part of such 
nmonntsltall be paid to tl1e Corporation, 

(4} Allcterminaiiouundersnb-scction (3) nonybeeuforced nsif il were a decree 
for payment of mmmy passed h1 a ouit by Civil Court, 

(~ For Ute purposes of lltls section, "owner" of tenements or or lodgi11gs 

::~l ~;~~:,:d;e;::,:~:~~~r0:0~~~:;:une: nn~~:~:~~Y0~::::w~::~~ ls entitled to collect the 

10, l!.cpaym.entotbencnttmnro!lfll 1 . 

any benefit or payment nud<!r tlt;s a:tyw~~~~:·~(2otw;~~:;ul~;y e~:;;l:~ 11t~~e;;:~~v~: 
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!lint 

conlri1nttion 11mkr Ch:rpl<"t' ]V wottld have ]Jeen 

73D. Tl!o<lo or recovery or om lo. ' . Clwpter 

~,~,~~~r;~~~~:1~1I~. pn yalJle n 11 der 1 hi~ ~:n ~,~:~0~:~ yc~:t~:~~:~::~~; '~'~, ~[ i~n:,:~,o:·::,·~ r~~:rc~11 

;:~:;~:f,:;:,fi!::~~~,:f~;:,:;~::,i:::•:::"~:,~'""'m"''""' '""m.-WHiw'" ,,,;,,;;c, ;o "'" 

""':lt in formation or cetnrn~ to 

~:::::::~~:::::.:::.::~::::~ .. ~;::~~::::::.~,:::.~;:.:~; ·~:::,:.:::;':::~:·· ~:::::~::,,:: 
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1uents, exempt the factory ot· e9lnb1ishmcnt or P.ln"s of fndories or estnbli"hmenls 

Stale G0venmHc11t to gmnt any such exell!ptiotl. 

73G. Appl1catlon of cortnin nroviBions of thi" Act to OmJlloyer'B BIJOC!al contribution.-· 

::nw as olhcorwi~"' <>xprcossly pro,•irl~d in this Ch~ptC't l\', RC'cti<>u 72 :m<l Charter VII 

nn<1 .~uy rnks and r~gnhtli~tlS marl<' tttHl~r this Acl 

rehli ill to tho payment or t·ccnvN-y of employer's "PPcinl 

Rpeciliecl in cmmection l1torcwitl• allCl all other mailers inddcutnl \ltNclo ""they 

wonlrl howe npplietl in rehtk>ll to an entployet 's eottltibnti~ll if this Ch.~pter were not 

in lore" aml th<' e>mployor's contribution hnrl been pnp.1J1" nmler thin Act 

731. Duration of Chaptor V•A.-'I'he Cenlr~l Gf>vct'lllllelll may, by notiltcalion in 

CIHPTER VI. 
.~DJUDTCA'riON HI' DISJ'l!T>':~ ,.n;n Ct,APt~. 

74. Consttttttion or Employee's In~urance Cottrt.---(1) 'fhc Stale Government sltall 

by tlotificn.lion in l ho ol1icia1 Gazett~. c tllstil n\0 "" 1·~mp1oyeco' lll>'LLI nncc Contl for 

ouch local nren. no 1111\}' lJ~ speeifi<'rl in the noliticati:Jn 

(2) 'l'lie Conrt shall ""'"i't of """h nn111hcr of Jndgco ~s \llC Stal<" Gon•rnment 

mny tlli11l~ r.t 

(1) The Stale 

arcnso• two or more 

Stn ~~5) G~~:~:·~,::,~' en:.~; nlJ~''"'g~:~:.~~ ~~~~; ~~:~:a;~ !l~:~~:tr! c~~~~~: :~"' ~~~'"',,~:~;~~J::·;~;;,\1~~ 
]Jllr.ittcssl!ctwe<"n them. 

7ri, l\'lnttors to bo docidO<l \lY Employoc~' Insurnn~o Com·t.·-(1) Jl n11y tjUC8tioll or 

dispn!enri"""Mto-

(ll) lhe rate of wa~;es or nv~ragc daily wngco of nn emvloyee fot the l'nrpos"~ o! 

lhisAct, or 
(e) lhe rn!e o! contribution 11 ny•\llle by n principal ctnployer in re~pecl of any 

enq>loyee, or 
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(d) the pereon who is Jt wn" the prindp~l c 111J1uycr in rc:;pe~l of any employ\'€, 

" 
(c) the right of m1y person \0 nny hell(,fil ~nd us to the amonut aurl llta~lion 

lherccof,or 

{re) nny <lireclioll bsncrl by the> Corpomti-Jn umler sc,ction 55 on'' review of any 
p:tymenl of cli~abkmcnl or rlep<i'ndan ts' benefits ; 

(f) the ncln~ri:\1 present value of the 1nriodi~al payments rderred to in cection 
eG,or 

or"other llne" p.~yahl~ or nccoveral>k untlcr this ,\cl, 

~nch qnection or clispillco slu111 cleci<le><l ]Jy th<: Employe>eo' Insurance Court in 
acconlnncc "itll the provi,i~no of thi:o Act 

(2) The following claims ,,hall he ,Jcci<lc<l hy tl!C' Employee•( Jnsurance Court 
JHlmc'y:-

(•1) clninl for the recovery of contril.Julions from the principal comployer 

(b) dnirt1 by n pri11cipal emjlloyer to 1ecover co11tdbutions from ally imnle<linte 
employer; 

(c) CIE!iltl lll>tkr rcctie>n GG or G7 m!H]C' by tllc Corporation n~;ninst the etnployer 
or other perwn lirt1Jle thetcumkr: 

(d) clnim ngnine,t n ptincipnl employer lllHler ·e~tion 68; 

(c) chim 70 for the recovery of the> vnlne or <llllOIIlll of the bcuefit 

recc.incd llyn p<erson when he;~ !lot lnwfully entitle,] thereto ; an<l 

(r) ""Y claim for the re~overy of nny benefit '"lmie.•ilJle lllltler thi~ Act 

76. Institution of procoodings, etc.-·(!) SulJject to the provisiotiB of thi" Act and 
nny rulco lllrt<le hy \hQ Stnte Govemmcnl n11 procre<linr;s th<:' 

lll,n-nuce Conrt shnlllJc inetituterl in the Court "l'JlOinted 

the iti"Ured person WUH worki111; nt the lime> the question or cli•;putc m-ose 

If the Court i~ lhnt any mnlter out of nny proc~eclitll{ 

lli~nrunc~ Conrl \\,"~~:~ ~~~n:~0~tii~~:~~:~::~~~~.1 ~,1 1'J~:;~llt ::it~:1y rul:l~Ymude> by 

Go,·~, nmc11t in this ];~Jwl!, order !-nch mnlter to Lc trat~dcrrerl to nuch other Com! 

forthwith trnm.ndl to r.ucJ! othc1 Conrllhc re>~onln con11e>~ted 

ploy:~s' 'Ill;~,~~~~~~: Conrt in the \mll,fCI ~:~, ~~~~~~~~~il;l~:::~:~~erh~~':~"e ~~~;th1~~:~~ 
consent of lh<e Stnl(' Govcl'ltlllellt of thnt Strtlc. 

(:;h:h~~llt\ lo Whi~h any UHtltn is ltn1wfcrred 1111 rJcr oonb-eection (2) or sub-

-.Iii 
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cuh\~; m~'·:~~:,]:ul~~~ "~:~:~:;:~::1:1 11;~~'~11:~;~ :~~~nic!h~ 1;~.~·m ~n(] r.l\~1 cunl~in ~uci,~.~:~:~~: 
tnude by the Stale Go>ernmcnt in "onr.l!HntiJll 11ilh tlte C•Jrjl'"·at! •ll 

78. Powers of Employees's Insurunco Court.- (1) Tli<' b:~ployec"' 

~11 a11 have nll the powers of l\ Ci'lil Conll <>1 

enforcing the ntlentlnn~c ol C0!111JC'1ling the 

~:~~~:~~~:~;~a~~ :;~'~t1~,r~,~~C;~:1]::;; L~::~:::::~~~~~~·~::~;:::~, ~'~;s ;~,"~~i;~s~l •ccti~n Wi aml 

The Employe>cs' Illf.llnmcc Cnltrl shu11 follow such prvce<lure "" muy b~ 

rcrptire<l 

trade nniou authorioed 

State Government 

befoH' :en Jo;!llploy~e.;' lnsLit~llCC Conrt 

i11 this Le>hnli hy llw State Governlnenl, 

by a:,:: 0~:::~:~:tll :::~:~:~:~i:~~~~~os olnim~d in timo.-Au Employee'~ In>'Uilll!CC Conrl 

Lctlefil to a person 
tlie> rq:nlatioll" mnclc in that bchn!!, within twelve 

sha11llOl 

CJIAJ"l'ER VII. 

'""::;, ~:,"';,:',:',:::,:"'.:":':,::~'":::£-':::::::::. ::',::':";';:,::;:,,·:, ~::::::::, ;:; 



exceeding Hve hundred rllpees. or with both. 

85. Punishment for failure to rmy contributions, eto.-Jf nny persou-

(a) fails io pay any contribution which im<ler this Act he is liflble: to JlflJ', or 

(b) deducts or attempts to <leducl from the wages of an employee the whole or 
any purl of the employer's contribution, or 

(c) in conlrnveniion of cection 72 reduces the wages or any Jlrivileges or Lenefit's 
admissible to n11 employee, or 

(d) in contraYention of section 73 or flllY regulation disnJisses, disclwrges, 
reduce" or othcrwi~e Jlllllisheg fl!J employee, or 

(e) fails or refuses lo submit any retmn required !Jy the regulatiO!lS or mal:e• 
"false Jeturn, or 

UJ obstructs any Inspector or other officifll of the CoqJOration iJ, the <lischarge 
tlniies, or 

may e~tentl to three months or with 
fine which may extend to fi•·e hundred rnpeeH, or with both. 

SG. ProEecutiona.-(1) Ko prooecutiou unrlc<· this Act elu\lllJe in~liltltc<l except hy 
or with the previunH ~"uclic.rJ of the lnenmnce Commis.-;oner, or lJy ~uch other 
officer of the Coqwmtiou :1°. mny be :\nthoricc<l iu thi" 1Jchn1! by the Ceniml 
Government. 

(2) No Court iuferior to that. of n l'reoi<lency l\I~gi"tr[l[c or n J\bgidr~t0 of the 
fint clnss shall try fl11Y offence nn<ler tldsAct. 

(3) No Court ~hall take ~og11io.ance of any offence 1111 c]er this Aci except on" 

rcsrect ilwreof. withiu six lllOlllhg of the <late on which 

CIIAl''l'ER VIli, 

lltiSCI\l,LA~i"J.;DUs, 

B~. Exomptlon of n faotory or estrtbl!Blllnent or clnas of f11.ctorios or ost.1.blislllneu:s.-
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90. Exemption of factories or establi~llment belonging to Govm:nment or any Local 
II.Utbority.-'l'l!e flppropril\le GoYenl!lleilt mny by notif>catiJn in the official Ga-t.elte 

~:~~~:~:::c:~~\~~~:~;,:lc~~~,'~~::;~~~:~c:~:~~li~~~~~:~P~~~:~,'t::~;,~:::~~::~l~~;;~i:~'·:E:~:~: 
sn],stautinlly r-imil<lr or £llpcrior to the hc11elits proYirled nn,]er thio Act. 

:::::,;:,::,;::::':h:,::,,;;,,:;,:~~~~:::g~:I:.!:,:~;~:;~~~~:;;:~Zfi~~,~:i:~~,::i~i 
lJeuelit~ Jlrovided under thi" Act. 

92. Power ot central Government to givo diroctiona.-The Central Govern111ent. lllflJ' 

~:ive directiOJJS to n State: Government ns to tllc carrying into exccntion of llw; Act 

in the State. ~ 

93. Corporation officers and aer\'ll.nta to bo public sorvanta.-All o_llicers and se_rvants 
of the Corporation Bhall be deemed to be pllblic servants willlln the meanmg of 

section 21 of the Indian l'enal Code (XJ,V of 1860) 

lion, 

du~ to Corporation to bavo priority ovor otnor dobts.-There 
the debts whicb, under eection 49 o! the 

ol 1909). or nuder Bection 61 of lhe 

the Standing Com:nittce and 

(b) ~~:: the minillllllll Jtiun]Jer o! n>eetings of 

tho"e bodies to be held in a yenr : 

28 



218 1NDUS'tRIAL 

(c) the nceonls to be kept of the trnllHn.ction of bttsiness by the Corporation, the 
Stn.mli11g Committee and the 1\ledicniBeneGt Coundl; 

and duties of the Principal Officers and tlle coml\tiono of 

(e) the powerg aud duties of the 1\fcdical Bendit Council; 

(/) the t'rocedure to be ni!opterl in the e:<ecution of CO!IlrnclR; 

(g) tl.Je acqni~ilion, lwldi11g and ,]isposal Df property by the Cor-porntion: 

(II) the raising li!Hl repnytuenl of lo:ms; 

(i) the investment of the= lnnd!J of the Corporation and of any pro,·j 1]ent or 
other benefit fnnd and their lnllls[er or renliRn.tion; 

(j) the bneis on which the pedodicnl Yalnation of tlm arsetn nud linLilitie" of the 
CorporMion ~hnlllJe nmde ; 

(/;) tl1e Lank or hanks in whicl1 the fund~ of the 

the, proced11te to l;e followe,] in reg(lrd to the 

maylJeauthori£ed; 

(I) the nccount" 

funds and the officers by whom such payment 

the Coq>Oration fllld \hoc formA i11 which 
Hm time~ at which such accounts slJnll 

(m} the publication of the, accounts of the Corporntion nml the rE>por to! auditor~. 
tho? action to be taken on tho? nllClil the power~ of amlitors to 

tEsallow ant] Sllrchnrge the rcco,·ery of sum~ so 
disalloweU or smchEirged ; 

(11) the, prepnmtion of bmlget 

in the officifllGnz.eucaml 

(b) lh~ pro.cctlure lo he followed iu proceedings ]Jc,forc snch Courlr. !11H1Lhe 
e:xccn\1011 of orders made b)' A nell Courts; 

[c) 
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(c) 

(/) 
Jlrovirlcd nt snch Jwspitn.ls, 

{g) t11e conditions of service of the st"ffemptoycd nt ouch hospit~ls, <li>tJC11• 

sarie~ nmt instilntioas : nnd 

(/1) any other mn.tler which is required or n.lto,.,e(] by this Act to he prescribe,] 

lJy th"'Stnle Government. 

(2} Rule~ made under this se~liott shall he puhli~hetl in the official G""clte (llHl 

thereupon sllfl111wve effect f\S if enactcrl in this Act. 

to Ute conditbn of prcYious pnhlicntion, nutk<' 
this Act nnd the ruleR mmle thcrcumlcr. 
Corpomtion and for carrying iuto effect the provisiono of this Act. 

(2) In 1,n.rticuln.r n"'l without p;cjndice: to the: gcn~rn.lity of the forcgoi~1g power 

snch rcgul(l\ioll nJ(l)" provide for 1111 or n.n; of the followtng '""ttcrs, ll1\11l<i>IJ .-

(i} l11e time 

medings 
(H) the 11\[\ltcrs which shnll IJ~ referred by the Stnmling Collllllitle<' to llw 

Corpor(l\ion fortlecisiou; 
(iii) the lll(l\lller ;11 which ~liJ coulri\Hllion ptlyable nuder thi~ Act shall be 

(l"~essc<l an<l colleclc,] · 
(iv) reckoniug of wages for the purros<' of fi;.;ing the conltibntion I'"Y"ble nndn 

l11is Act, 
(e) the ccrtificallon of sicknees 11\\d eligibility lor tillY snell b<'tlf"fit 

("i) the meth,;.rl ol cletcrmining the nctnnrinl present ,-,tlne o( perio<licnt 

(<·ii) :::,~:;,:~r~~:~i~\~:1 ~,~~~~:~11: 1::::] \~·::~1 ~ 00r:1~ 11 y betlefil which is not" cn~h Lct1c1~~~-
thc "f'ltl"licul>lrs 

{ix} ~~~~~- ~::c,~~~:;,~::~",~~ '~~~s~::~i~~(~,11 
(x} the mann!'t in which nml the plnce mtd lime nt wltich (l11J' bcnefd shnll he 

pairl; 

the extent to 

ment (llHl <lcp<'ndnni'o benefit~. ~lHJ' be nltowecl nn<l tllc 

C!lkulnting the conunntntion ,·ahte • 

ntethod of 
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(xii) the notice of ptegnrmcy or of confiuemel\t and notice and proof ol 

(.,;iii) the conrlitions nwler which nny be11efit nmy be susp<?t;llerl ; 

{:<iv) the conditions to be observed by a per.eon when in rer.eipt of Rtl}' henefit 
nnd ilH~ periodicn1 medical examinntion of such person ; 

{.n) the ,·isiting of sick persons ; 

(xvii) the penalties for hrc=nch of regnlalions by fine exceelling two tlayo' 
rlays' wages for any 

which may be impoHcd on employees ; 

the circnmst:mce~ in which and the condition" ~object to which any 

the extent of such relaxation, and tlle authority 
)!ranter]; 

(:ri:d the rdurns to be submillell nml the 
by the principal anrl immediate 

or recorrls to he maintain<ed 
the forms of such returns, 

or reconls, rmrl the times at which such returns should be r.ub
ancl the particulars which ~uch retnrus, registers and record~ should 

contain; 

(xx) the rlulies ancl powers of Inspectors and other officers ancl servants of lhe 
Corporation; 

(:t•.•i) themethocl of 

Corporation other than the Priueipul Officers ; 
servants of lhe 

the procc<hlre to be followed in reruitting contributions to t11e Corpora
lion;and 

(x."t'iii) •u1y matter in respect of which re){nlations are reqnired or permitted to 
be nmcle by thio Act. 

P"''"''P»bHoo<i'e>> shall not apply to uny regulations 
of ~lib-section (2). 

Providecl that !he repeal ohall tlol affec!-

(a) llte pre1'ious operntio119 of nuy snch law, or 
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incurred in respect of any oiTcnee 

(c) any investigation or remedy i11 respect of any such penalty, forfeiture or 

this Acl had no! beeu-pn~sed : 

SCI-IEDUJ.,E I. 

{See scction39) 

pnncgrnph ~. 

inslituled,continued 
may be imposed, as if 

~.":.:: m:::,,::~::;;~::;",~::;~:,\~:::'',:::::~:::'::~;::,:;,;;,~'::~:::::;:~:::E•~:::::::~,:~; 
tltlrd colu11111~ thereof. 

! ! 
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Group of employees 

INDUSTRIAL 

Employees' Employers' 
contribution contribtllion 
{rccovemble 
fromem-
l'loyeeR) 

______________ _____::__ 

RS, A. P, Rs. ,\, I', 

Nil o 7 o 

'l'otnlcon
lribution 

{enlployeeo' 
und empl
oyer9' eon
lrilmtion) 

4 

Rs. A. 1', 
0 7 0 

0 2 0 () 7 I) 0 8 0 

() 4 0 0 s 0 0 12 0 

I. 'l'he nvera,;e rlnily w:L.ges of un 

iu the forst column of the tn1Jle below ohnll the sick· 

Uenelil and di;alJ!ement nnd rkpcmlnnlH' nssumed to 

specified iu the-correopollC]in!; Clllry in the ~e~o1Lll co.>lnmn thercv[, 

----------
GrontJ of 

3· :g,::E~~.~~~'~'~"~':t:,:';~~~~~ llnily wages are Re. 1 ~ Q nnd 

4· }~,~~;,~ol~:l~~vi~~~~~vernge rlaily wngc" ~re Rs, 2 ~tL(]nbove, 

5· Et;~~i01~~~;,;"i~~~e4~vemr.e lhily wnge" me R~. 3 nnrl nlJOYC, 

(l, Et]~i,!or,·:1~•":~~~~~i.nv~rnge rlnily wnge~ nrc Rs, 4 nnrl "bove, 

7. Et1~i,~oz:1"~1;"~~~~~-~vernge <lnily wages are Rs. 6 nnd nl!ove, 

8. Employees who•e nvcrnge rbity wn!:c• nre R~. 8 nntl nbove. 

A,·entge 
II~HllllWd <Jnil)' 

R5. fl. 

" 0 ,, 0 
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2. 'l'l>e daily mte of ~icknets !J~ncf1t rlnring nny Ue11<ciit perio<l sh,dll>e nn ~monnt 

equivn.'entlo one"lutlf of the snm of the"'·""""''! 
each o( ll1e weekf, for which contributionB were ]mid 
the cotresponclinJ:: contribution JlCriocl, ,]ivide<l 

bntiontJeriod in which he was de(>tliC<l to have !Je<?n nYllila1>1e for cmp\Oj"I'\Cnl within 
in thnl contribntion 

provi11c<llh.1\ where 

rall!Hle<l to Ute nexll>igller nnna. The calculnti >1\ in<lic>llC<l ab.>ve i< i!ln•;lmtetl by 

the following example 

sicknes~ JJenefit will be:-

~'' 211+WX28·Hlx40=z7}~ 

'l'he rlaily rate of ~icki><"SB benefit pnyal>le in tl>c benefit pcrio<l will then be 13!! 

'fhe daily rn.te of gjckncss benefit p~yn!Jle in the heucfit pcrioll will llwu be 10 

'l'he <hily mte of sickne"~ bencfL\ p~y~ble in the lleLLCfit Jleriocl will then be 
LUlllB !lBUlely, 13 LUlllllS, 

the nfore~>Lid periOLl of 

shnll be nn amount 

c:L.lculated in :L.ccordnuce with 
{VIII 1923), ""d pro·yidcrl furlltertlLnt ") 

hetm 

Cotnpcus;ttion Act, 1!)23 

-lillllliiiEW...IliYilliiiiiM.hlliji ________ _..-.. __________ IIT~~:= .. ,_;::;_Jiiiiiiiiiiiillifil 
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1'he disablement or depe!Jdants' benefit will then he 9!2 ann as, ro1mded lo ll!e 
next higher anna, namely, 10 amms a day. 

20X 14~14+2o, 16~annas. 

The disablement or dependants' benef1l will be 8 .~ mmas, rounded to the next 
higher am1a uamely, 9 nnnae a day. 

The disablement or dependant~' benefits calculale!l as aforesaid shall be called the 
full rate, 

injury, io his dependants as follows:-

(i) to the insured person-

to a person suffering 
us a11 employee in a 

(a) for temporary disablement, during the peri~d of such tlisablemeul al the 
full rate; 

disablement, at a percentage of the fnll rate, as pro· 

forlife; 
Act, 19~3 (VIII of lD23}. 

{c) for permanent total disablement,"\ the full ralc for life; 

(d) in the cases of disablement not covered by clanses (a), (I>) MJd (c) aho~·e, M 
may be pro·vided in the regn!ations. 

(ii) in the case of the death of lhe person, to his widow and children as follaws :-

to three· 

satisfaction of tlte 

:t;~!PLOYEl':S' STA'I'I\ Il'7SURAXCJ\ AC'l', 19,18 (AS AME!'\DED IN 1951) 225 

the rl~r.enrlente' benefltS dist1ilmled amo11g 
chiltlcm or acloptc<l son of the deceagcc\ person 
ft!ll rate, lhe share of Rllch of l11c dependants 

shllll be proportionatelly that the total amoUilljJnyahle ta them doe~ not 
exceed the an1ouut of dioablemcnt 1J~ncfil ullhc ll1ll rate. 

{a) to a pare11t or grmul parent, fvr life ; 

{b) to any other male llepenllnnt. until he attains fifteen years ol age; 

(e) 

K. \', K SU:c:IDARAM, 

Sccy, loth~ Govt. of luili<l 

29 

'~-'-' -fffliUjMfll' ---------.... -·---------~[~==== .. c:5" .. c::c:Jj!llllllf!ii 
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Employees State Insurance Act, 1948 (as amended in 1951). 

Circular No. 299-1951. Calcutta lOth December 1951. 

From-Bengal Chamber of Commerce. 

To:-Al11fembers of the Chamber. 

1'Iml0 :-There are reproduced below for the information of 
members copies of Noti£cations Nos. SRO 1831 and SRO 1832 
dated the 24th November issued by the Govennnent of India, 
Ministry of Labour, in contiuuation of Circular No.268-1951 
dated 15th November 1951. 

Notifications referred to 
S. R. 0. 1831,-ln pursuance of snb-seclion of sectiou 73-A of the 

Employees' State Jnsnmuce Act, 19·18 (XXXIV of the Central Go,•ernment 
herehy gives notice of its intention to fix Riter the expiry of a perlod of two months 

from the date of this notification, tho;- followi11g: pcrce11 tnge of the total wngc hill of 
the employer which shall constitute the employer's ~pedal conttib 11 tiou-

{·•} in the case of factories an(] establishments sit nate iu any mea 

provisiom; o[ 1Jot"h the said Act arc in foocc, 
cenL of the total 

(b) in the case of fnclorie" nnd establishments situate Jn any other nten, j per 
cent, of the total wage bill. 

S, R. 0, 1832.-In exercise of the powers conferred suh·section (3) of 
section 1 ol the Employees' Stale Juourancc Acl, J9~S 194S), the Central 
Government hereby appoints-

(n) tl1e 2Hh day of November 1951, as the date on whidl the provisions of 
Chapters I, II, III, VII mul Vlll and section 4~ and 45 of 
the sniU Act shall come into fotce in nil Pntt 
Jammu nud K~shmir : 

(h) the 24th clay of ~ovember 1951 as the date on whiclo the proyisions of 

Chapter \'-A o[ the said Act oh<~ll come into force in the whole of Indio 
except the State of Jammu and Kashmir. 
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Employees' State Insurance Act, 1948 (as Amended in 1951) 

Circular Letter No. G02-Int.-2Sth January, 1952. 

From-Bengal Chamber of Commerce. 

To~(l) All Industrial Associations connected with the 
Chamber. 

(2) To all members of the Chamber with industrial 
interests not covered under (I) above. 

As membe1·s are aware, the Employees' State hlsurance Act, 
1948 was recent.ly amended by the insertion of a new Chapter 
V-A under the Employees' State Insurance (Ame11Clment} Act, 
1951. This new Chapter provides for the levy of special 
contributions on emvloyers throughout the whole country al
though the State Insurance Scheme is being e11forced only in 
certain svecified areas in tl1e first i11stance. Furthermore, Sub
Section 3 of Section 73-A of this Chapter provides that the 
employer's special contribution shall consist of such percentage, 
not exceeding 5% of tl1e total bill of the employer, as the 
Central Government may, by in the official Gazette, 

SJlecify f1·om time to time. 

2. Several notificatio11s have been issued in connection 
with this legislation and the present position may therefore be 

summed up as follows :-

(I) By Notification No. SS. 21{2) 'dated the 31st August, 
1948 the of the following Chapters came 
into 'force all the then Provinces (now Part 
"A" States) of India, with effect from the 1st of 

Se1Jtember, 1948 :-

Definitions etc. 

II State Insurance Corporation etc. 

III Finance and Audit. 

IV Miscellaneous. 

The practical effect o-f this notification was to all?'v the 
setting up of the Employees' State Insurance Corporatwn and 
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other administrative bodies, and to empower tlte Central a1l(1 
State Governments to make rnlcs in respect of certain matters 
provided for by the Act. Certain of these rnles lmve since been 
issued bnt are not o£ any pmctical importance to members of the 
Chamber. 

(2) By Noti£cation No. SS 121(32) dated tl1e 3rd of April 
1950, the Goverument of India appointed the 1st of 
A1_wi1, 1950, as the date on \vhich the provisiollS of 
the following Sections and Chaptet· of tl1e Act 

came into force in Assam, Bilmr, Bombay, rvlac11Jya 
Pradesh, !\Jadras, Orissa, Punjab, Uttar Pradesh, 
West Bengal, Ajmer, Coorg, Del11i and the Andamm't 
attd Nicoba1· Islands :-

Sec. 44-Snbmission of Returns 

45-Fnnctions of Inspectors 

CHAPTER VII-Pl\NALTil\8. 

(3) By Notification No. SRO 1831 dated the ~4th of 

November) 1951, the Governme11t have i11timatcd 
their intention of fixing (after tlw ex])iry of two 

months from the notification) the following percen
tages of the total wage bill of the eJJ1])loye1· as the 
emvloyer's special contribution :-

(a) In the case of establishment and factories situated 
in any area in which tl1e provisiollS of both 
Chapters IV~Cor1tribution- and V-Be11efits-·of 
the Employees state 111surm1CC Act, 1948, arc 
in force:-

11:% of the total wage bill 

This is tl1e rate whicl1 will presumably be aplJli
cablc to iudustries covered by the Dell1i-Kanpur 
Pilot Scl1emc when introduced. 

(b) In the case of factories and establishments situated 
in any other area :--

;}% of the total wage bill. 
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(4) By a fnrther Notification No. SRO 1832 dated tl1c 
24th of i'\ovember, 1951, the Government of I11elia 
have fixeJ the 24th of I\ovcmber 1951, as the date 
on ·which the JWodsions of Chapters :-·· 

Definations etc. 

II State Insurance Corporation, Standing Committee 
aml Medical Benefit Committee. 

III Finance and Anrlit. 

IV Coutribntio11s (Section 44 & ~5 only). 

V Penalties. 

VI l\·1isce11ane01.ts. 

of the Act came into force in all part "B" States, 
except Jammu and Kashmir, i. c. in Hyclcr::t1J~d, 
1\Jadhaya Bharat, I'vJysore, Patie1.la am1 East Pnn]Ub 
States U11ion, Rajastl1an, Samasl1tra, TravalJCorc

Cocbin and Viwlhya Pradesh. 

(5) By tl1e same notification as in (3) above, tl1e Go~ 
vernmcnt of India have li.xecl the 24tll N ovcmber, 
1951, as the date on whicl1the of ~he 
new Chapter V-A-Transiiory rcganhug 
Employees' contribntions etc.--of the Act came 
into force in t11e whole of India except Jammu 

and Kashmir, 

3. The general effect of all these 110tifications is that all 

the Cha})ters mel1tio11Cd in (1), (2), (4) and {5} above h_ave bee_n 
brought into fo1-ce thmugh the whole of JndJa except tl1e St_ate 

of Jammu and Kashmir. No rules or . affectmg 
members have yet been issned and no 15 at present 
therefore requil"cd of Jt is, Jw,ve,~·er, _sugges.ted that 
members should make provision for tbeu· spcctal con-

tribution of ~-% of t.lleir total wage bill as from tlJe 2~th of 
January I 952, so to ensure that as they are fn11y preJ)ared m case 
their c~ntr:ibntions are actually called for from that date. 
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4. In this connection it is to be noted that one of the defi
ciencies of the original Act was that there was no definition of 
the tenn "total wage bill". This has, ho\vever, now 
been remedied in so far as it refers to em player's special 

contribution, by the following explanation to Sec. 73A intro
duced under the recent amendment Act :-

"Total Bill" in this section means the total wages 
which accrued due to employees in a factory or 
establishment in respect of suci1 periods as may 

be specified for the pmposes of section by the 
Central Government by notification in the official 
Gazette.'' 

For the purposes of clarifying this definition, members are 
reminded that the terms "Employees" and "VI ages" are defined 
as follows:~ 

"Emplo•yee" means any versoTJ employed for wages o1· in 

c01mection ·with the work of a factory or establish
ment to which this Act applies and-

(i) who is directly employed by the IJrincipal employer 
or any work of, or iucil1euta1 or preliminary to, or 
connected with the work of, the factory or establish-
ment wl1etber such work is done the emJJloyec 
in the factory or establishment or ; or 

(ii) who is employed by or through au immediate em· 
player on the premises of the factory or establish· 
me11t or nnder the snvervision of the pdncipal em
ployer or his agent on work which is ordinarily part 
of the work of the factory or establishment or which 
is ])reliminary to the work caJTied on in an inci· 
dental to the purpose of the factory or establish
ment; ·or 

(iii) whose senices ore tempomrily lent or let ou hire to 
tl1e }Jrincipal CllljJloycr by tl1e Jlerson with whom 
the person wlwse services are so lent or let 011 hip;: 
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has enlerecl into a contract of service ; but does 
notinclude-

(a) any member of the Indian naval, military or 
air forces ; or 

(b) any person employed 011 remuneration which 
in the aggregate exceeds four hundred 
1·upces a month." 

"Wages" means all remuneration paid or payable in cash 

to an employee, if the terms of the contract emplo:s-~n-tent, 

express or implied, were fulfillerl and includes o_thcr_ adlhtw~al 
remuneration, if any, paid at intervals not excccdtng two months 

but does not include-

(a) any contribution]Jaid by the emplo;~cr to any ]lension 
fund or provident fund or tmder th1s Act ; 

(b) any travelling allowa11Cc on the value of any tmvcll

ing concession ; 

(c) ::~::~:sp~:t:~~~l~e !cr~~::1 ~;plt~~cdn:~nre b:~e:!:~ 
ployment ; or 

(d) any gratuity payable on discharge". 

(N. B.-It \~ill be observed that the definition given lo "wages" 
embraces also dearness allowauce.) 

5. It will be recalled that an was made to ~ave 
ex enses on medical benefits, sickness etc.: 1.11ade dec:uc-
tib~c as an allmvance before the payment of the s_llCCl~l contnbu
tion b em )layers in arerts wlJere the scheme Vlsuahsed by the 
Act w~s n~t operative. That attempt ~~as unsuccessful ; and 

employers are liable for payments as explatned above. 
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'l'HE EMPLOYEES' PROVIDENT FUND ORDINAWCE, 1951. 

No. VIII of 1951. 

All Ordillmwc to P•·ovidc fot the iustitutioH of PrDvidwt Jun1h for cmjJ/oycc.> 
in factoties and oflicr cstablishmcHts. 

Whereas Parliament is not in session and the Presid~nt is sati~fied that circum,;. 
tanccs exist which renJer it n~cessary for him to take immediate action ; 

Now, therefore, in exercise of the powers conferred lJy dause (I) of article lZ3 of 
the Constit"tion, the Pre>ident is pleased to p:onmlgate the following Ordinance:-

1, Sho::ttltle, extent, oommoncemout and npplic:l.tion .. -(1) 'l'his Ordi~ance may Le 
called lhe Employees' Provident Fnnds Ordiuance, 1851, 

(Z) It extends tv the whole of Imlia e:<:ecpllhe State of Jammu nud Kashmir, 

(3) It sha\1 come into force at once, 

Gazet~e. apply th~ provisionR of this Ordinance to~~~ 
factories employing such number of persons less then lifty as may !Je specified iu the 
notif1cnti·>n, and cng~gcd in any onc!J industrs. 

2. Da!lllitions.-In this Ordinance, unless the context otherwise requhcs,

(a) "appropl'iate Government" mcuns-

(i) in relation: to a factory under the control of the Central Government or a 

:"ail way administration or the a<lminislro.lion of a major port or a factory 
Cll);ag~d in a controlled industry or iu an iudustry connected with a mine 
or an oilfidd, the Cealral Govcrtl!llcnt, and 

(ii) in relation to any· other factory, the Stale Govcrmneut : 

rcut al!cwuncc, bonus, conunis5ion or any other 
similurallowance payable to tl1e employee in reopect o[ his employment 
or of work douc in such employment ; 

(iii) any prcs~nl~ made !Jy the employer ; 

(c) "contribution" means a contribution payable in respect of a member under a 
Schen,e: 

tile control of whicll by the Union 

(e) "clUllloyer" llleans
the public interest; 

(i) in relation to a factory und~r the control of any department of the Central 
StateGoVerument, 

Government in behalf, 
hcud of the department: 
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(ii) in any other factory, the owner or 
agent of such owner or occupier, the 
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owner or occupier, and, where a pcrsun h~s ])ccn named as a manager of 

of su!J-scclion (i) of section 7 of the l'actories 

ID 

(\1) "Jlund" mean~ the provident fund esta!Jliohcd nuder a Scheme: 

(i) 

(j) "member" means a llletnher of thcJlund: 

(k) "occnpicr of a factory" 111caus the person who has ultimate control oyer 

the nffnirs of the factory, and, where tl1c ~nitl affairs are entrusted to n 
managing agent, such ngent shall be deemed to be the occupier of the 
factory; 

(1) "Scheme" means a Scheme framed lllltlcr this O•·dinauce. 

tion ~;, t~,:Jl~~:~~:; p~::.~d~~:t, ~luH~~:~~:l~::~~~ l~ee 1~~~~c~o:;~~-n~;,~:;:101~::~·:. L~·r:::~r:~,~· 
Ortli11a11ce for em-

30 
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J'Jovilled that where the amount of any conlrilJUlion p~ya)Jlo: umler lloiR Ordinance 

involve~ a fraction of a rapee, the Scheme Ill a]' provide foo· the rounding off of :;ucl1 

fraction to the nearest rupee, loalf of a rupee or (jlWrter of a nqJce, 

Explanation.-For the p1nposcs of this 5U)J·Scetion, llenness allO\l7aucc shali h~ 
deemed to include al~o the caRh value of any food conces,;ion allowed to the employee. 

of l.~ud revenue. 

10. :Protection against attachment.-(!} 'rhe amonnt staurling to the credit of any 
member in the Fund and 

of dc)Jt or liability incurred by the member UIJ(] neither the official 

under the J'residcnc_y-towns Jn~olvency Act, 1909 (HI of 1909), 110r auy 

appoit•ted umler the Provincial Insolvency Act, 1920 (V of 1920), Rhall he 
entitlcll to, or have any claim on, any ~nch amount. 

dcnth of the mem)Jcr. 

11. Priority of payment of contribn.t.ion~ over other debta.-'l'he umonnt rhte in "cspcct" 

in the ca~e of a company onlerc<i to lJC wound up, )Jdorc the elate of such order, be 

deemctl to l•e included among the de),!!; whicll under ,;ection 49 of the l'rcsidcncy

towns Inpolv~ncy Act, 19n9 (!II of lfiOil). or uttdcr ~cction 61 of the Provi11 cial lnsol-

''cncy Act, 1920 \V of 1921!) ot· nnde1 section 2~1J of the Imlinn acl, 1913 

(Vll of 1913) arc to lJe paid in Jlriorit:y to all other dclJls in the of the 

propc•ly of the insohenl or the n,,sct>: of the company being wound up, as the case 
maybe. 

12. Employer not to roduco wagos.-No Clll]>loyer sl1u11, hy 1-errso 11 only of his liabil· 
ily for any contri!Jntion ]mya),le unde;· th's Ordinance, red nee, \'>hcihcr directly or 
indirectly, 
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appointed nuder sUiJ-sccdon (1) may, for the purpogc of 

corrcctnes~ of any informalio11 ft!rnislte<l in conner,lion with this 

purpose o; as•ccrtnlning- whether nny of tl!e p 1-ovi
sions of thir; OnEnancc or of any Scheme have lJCCll complied with. 

(a) t·cqnirc 

(I!) at any rcnsonaOlc)ime enter any factory or any premises connected thcrc-

witloand for 

(c) examine, with respect to any matter tclcYant to any of the purposes 

aforesaid, tltc 

in charge of \he 

tl1c lngpcclor has rcnsonalJ:c 

employee in the factory : 

(d) make copies of, or take extracts from, any book, register or other 

docmnents maintained in !<elution to the factory; 

(c) exercise such other powers ns the Scheme nwy provide. 

rupees, or with bnth 

(2) A Scheme [ran1ed under this Ordinance may pro'!ide that any persou who 

Goventmellt. 
15 provisionsrola.ting to o:<iBlingprovi<IOntfund~.-{1) 

is n to 

~~~f~f~:~;~~:;f~~:i:~J;::::::::::!:~T?~;f~::~;,;:::::~;r:;'"" ,, ""'"\"' "lh• 

it would have lJccn if this Ordinance had not been P~~se<l 
(2) On ihe framing of m•y such Scheme a~ io refcned to ie snh-section (1), the 

to the credit 
eoelmcyeoeC''""" 

••• ,IWIII[MiiJI~JI·------------------------!'1'\)'c; c.C:ceec.,.,C±:J 
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i 
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nnder the Scheme, uud shall be creditecl lo the acconuts of 

of provident fund or old age 
pcn;ion "benefits which !Ire on tl!c whole not less fuvoltrnble to the 
emptoyeco thEm the benefits pro,·idcd nuder this Ordinance or nuder 

a~y Scheme in relation lo employees in any factory of a oimllnr chnractcr, 

under tlti~ Ordinance or uniler any S~lteme in relation to employees in 
any fm:tory of a ~imilarcharactcr . 

.Explanatlon.-The followiJtg conditions ~hall "be deemed fo "be alway~ iuclucled 
in the conditions which may be spccif1cd in a notificntion under clause {b), 
lllllltcly:-

{i) the amount of nccumnlations ill tloe yroddcnt fund shall be im·c~ted in 

such mnnner ao the CcJt\rnl Go,·crnruent may direct ; 
Iii) 

[o) 

to old nge pensiou "bene-
fils Which arc on the whole not less f.n·ouralJle to such the 
!Jenefits proyidcrlunder this Ql(\ilmnce or 

to pcrSO!IS employed in any fnclory of n ~imilar cllnractcr :-

shall ]Je isstwd unlc~s the Central 
. persons so employed desire to 

continue to !Jc entitled to such o\ilnge pension lJcncfits. 

18. I'rotootion for nctD dono 1n goo(! !:tith.~No suit or 
lie against an Inspector . 
faith done oriutcndcd to be 
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SCHEDUT,E 1 

{See scctious 2(i) wod 4) 

Any industry cngag~<l in the ma:ntfacture or pro<lnction of a11y of the Jollowing, 
namely:-

Cigarettes 

Electrical, ntcchauicnl 01 genc1al engineering ~·ro<lncts. 

Iron awl steel 

l'upcr. 

or jute or sil1c, whether n~turnl 

SCHEDULE 11 

(Sec sedio•1 G(2)) 

making any contributions. 

2. '£he time aud manner in which conltibulions shall lJe made to the l'und by 

may, 

which snclt contril>nlions may be <Ccovcrcd, 

which the payment shall be matlc, 

4. The con;titutiou oflJOaJdsofirustces for the atlministrntionof Funds, each 

of which shall consist of-

(a) nomi~cco of the Ce11trnl GoYcrnmcnt: 

(l!) nominees of such Stnte Government as the CeJ~lta~ Go~·ernmc~l mny, 
Jonviug re/.;an1 to the imiodictiou of lhc 1Jonn1, spec1fy 111 thos !Je!Jalf. 

(~) replcscntlltivco 'of tloe employers ""l'"'''"""'""'"l,no:loinntcdby 

the Ccutoa! Goveomnent "'"'' "''""""""" will• 0 '"""1""1"'" 

yccs concernc<l or wil;:,;~~:l:t~.f ~~,~~!-~,]c~~"~;,:~iv~he number of represcn-

cmployces shnll in no case be less than the uum!Jer of 

Wl>l:l, 11~:::~.::•:i:;;~;~;:~li:;~:;:;~~:~~:,,;:.,~,::::;:;:::~:::::~:~::~:l:;,:,:,::: of <e-



238 INDUSTRIAl. 

:;:~~:~ ~:~e ~:~esr:t;::~::on of reports to the Central Gover:~ment or to any 

7. Tlte co~ditions onder wl!ich withdrawals frou1 the Fund may be permitted 
and an~ deduction or forfeiture may be made and the mas:imum amount of such 
dcducbonorforfeiture. 

8, The fixation by the Central GoYernment iu consultation with the boarda of 
trustees concerned of the rate of interest payable to members: 

. 9. _The form in which Rn employee shaH furnish particulars about llimself and 
lnsfamtlywheue\•er required. 

10. The nomination of a person to rc~eive the nmount standing to the credit 
of a member after llis death aod the cancellation or Yariation of such nominution. 

II. '£be registers and records to bemaiutnined,vith respect to employees and 
the returns to be furnished by employers. 

. 1~ .. The form or design of any identity card, token or disc for thepurpo5eof 
tdenbfy1ng any employee, and for the is~uc, custody and replacement thereof. 

13. 1'he fees to be levied for any of the purposes specified in this Schedule. 

(2) 0~4~ec~~: ~~ntraventions or defaulh \Vhich sl1all be punisltable undu aub-section 

15. The further po\vers, if &ny, \Vhicll mp.y be e:.:ercised by Inspectors. 

16. The manner in \Vhich accumulations in any existing proTidcnt fund shall be 
tra~sferred to the Fund under section 15, and the mode of Yalnation of any assets 
whtch mny be transferred by the etuployers in this behalf. 

men:~~g ::: ;:~~::1:.atter \vbicl1 may be necessary or proper for the purpose of imple· 

RAJENDRA PRASAD, 

President. 

K. V. K. SUNDARAM, 

Secretary to the GOVGtiii!IBIIt 

ojl11dia, 
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Circular No, 374/174 Calcutta 9th January, 1952 

From-The Secretary, 
Bengal Chamber of Commerce. 

To..:.....The Secretary to the Government of India, 
Ministry of Labour, 
New Delhi. 

I am directed, on behalf of the wide range of industrial 
interests represented by this Chamber and its connected 
industrial Associations, to address you on the subject of the 
Employees' Provident Funds Ordinance promulgated by the 
Government of India on the 15th November last. 

2. These industrial interests do not in any way object to the 
compulsory application of the provident fund system to selected 
industries or indeed to the whole field of organised industry-a 
principle which their representatives accepted, subject to 
certain important reservations, at the Standing Labour 
Committee meeting on the 2udj3rd November 1950. They do, 
however, take the strongest exception both to the manner in 
which statutory effect has been given, by way of ordinance, to 
the proposal and to certain of the provisions of the Ordinance 
as promulgated. As regards the :first of these issues, they have 
studied the press communique subsequently issued by the 
Government of India and :find nothing in it which answers, or 
attempts to answer, the contention of industrial interests 
throughout the country that legislation by ordinance on this 
particular subject, apart from being wholly unjustified by any 
real consideration of urgency, involves a departure from the 
clear assurance given by the Chairman of the Standing Labour 
Coxmpittee meeting referred to above that a Bill would be 
introduced and an opportunity given of considering its 

provisions. 

3. As regards the Ordinance itself, several comments on 
the details of it are appended. There is however one provision 
namely Section 6, to which the Chamber wishes to refer at 
some length. This section provides that the employee shall 

il 
'i 
;i 
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contribute to the fund six and quarter per cent. of the basic 
wages and the dearness allowance payable to him, with a like 
contribution by the employer, and that subject to provision to 
that effect in the Scheme to be framed under Section 5, the 
employee may increase his contribution to eight and one third 
per cent. of this basic wages and dearness allowance. The 
explanation defines dearness allowance as including the cash 
value of any food concession allowed to the employee. The 
Chamber and its connected industrial interests regard the 
inclusion of the whole of dearness allowance in wages for this 
purpose as dangerotts and, in the present economic circumstances 
of the country, both unjustifiable and based on a wrong approach 
to the fundamental and still undecided issue of the extent to 
which, at a time of admitted price and wage inflation, dearness 
allowance should be merged with basic wages which have them
selves undergone very substantial increase during and since the 
war. It is dangerous because it will inevitably raise other 
issues of far-reaching importance both to industry and to 
Government, such as the basis of future bonus payments, 
gratuities, pensions and the like. It is, in the opinion of the 
Chamber, unjustifiable because, as already observed, basic wages 
have not by any means remained static and because it is wrong 
to make long-term provision for retirement on the present-day 
inflated level of inclusive remuneration which has been forced 
on private industry by successive.. adjudication awards-to a 
degree which, it may be pointed out, exceeds in the majority of 
cases the current payment level in comparable forms of Govern
ment em~loyment. Thirdly, as already. indicated, it sidesteps 
but nnfa1rly pre-judges the main financial and economic issue 
~vhich neither Government as the largest employer nor private 
mdustry has so far felt it desirable or possible to tackle1 namely 
the ~s~essment of the extent to which the present inflated cost 
of hv1ng and remuneration can be regarded as having reached 
{or ~xceeded) a stabilised level below which they are unlikely to 
fall1n the foreseeable future. The Chamber maintains that the 
present level of inclusive remuneration is too high for the 
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economy of the country, certainly of industry, to bear and that 
the fictitious circumstances of today should not statutorily be 
made the basis of retirement provision for the distant future. 
It is perhaps of significance that this mistake in policy was not 
made in the Coal Mines Provident Fund Scheme when it was 
drawn up a few years ago. 

4. There is a further aspect of section 6 of \he Ordinance 
to which I am instructed to refer because of its connection with 
the main issue of consolidation and the difficulties to which it 
will give rise in practice, viz. the inclusion in dearness allow
ance for this purpose of tl1e cash value of food concessions, this 
latter expression being undefined in the ordinance, This owing 
to variations in the price Of food, is very frequently a changing 
component in total remuneration and is in many cases incalcula
ble in terms of cash, particularly where free or subsidised meals 
are provided and employer-assisted canteens are maintained. 
The retention in the ordinance, or the perpetuation in the 
Scheme to be issued nuder it, of this particular part of the Ex
planation to Section 6 will certainly give rise to so much dispu
tation and subsequent adjustment of contributi011S as to make it 
an unnecessary nuisance and a valueless provision. 

5. In many respects, especially in its practical application, 
considered comment on the ordinance will depend on the terms 
of the Scheme to be issued under Section 5. The Chamber and 
its connected industrial interests wish therefore to urge most 
strongly the desirability of prior publication of, and consultation 
on, the draft of the Scheme before it is finally notified. It may 
be-and it is hoped-that the Scheme itself will be framed in 
such a way as to avoid or overcome many of the practical 
difficulties and flaws in the ordinance to which the Chamber's 
attention has been drawu and some of the more important of 
which are as follows :-

Section 2- Definitions. 
Item (f)-uE11ZjJloyee"-This definition is too wide, in two 

directions. Firstly it could be interpreted to include Manage
rial and like Super~isory Staff emplOyed for "wages" (itself uu-

31 
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defined) in a factory or in connection with the work of a factory 

and paid by the ''employer". It is suggested that in this respect 
a definition on the lines of that included in the I/lbour Rel:Hio11s 
Bill would be £. e. limiting the SCO})C of the definition 
by the of })Ci'Sons in receipt of basic p:1y plus clearness 
allowance exceeding a figure of say, Rs. 350/- per month. 

Secondly, it is noted with concern that "em1)loyce'' includes 
a person employed by or through a contractor in counectio11 with 
the work of the factory. This 1vill give rise to innumerable 
practical difficulties including, the risk of double contribution to 
the Provident Fund Scheme, and should, it is recommended) be 
carefully re-examh1ed i11 all its illll)licatious. 

"Establishment'-Thcrc is 110 definition of this term as 
used in the ordina11cc, e. g. in section 3 which is in itself 
objectionable inasmuch as it may be used nnduly to ·widen tl1e 
application of the onli1mnce beyond the field of industrial labour 
and to the detriment of other etn]Jloyees already more appro
priately covered by existing fttnds. 

Section 17··-Powet' to eXemf:Jt--In two respects tl1is section 
seems to call for clarification if not actual amendment. Clause 
(h) deals with tlH; exemption from the onlinance <mel Sc1Jeme of 
factories .under private cmJtro1 tl1c enmloyers of which already 
provide benefits eqnimlent to or mo~·e favonn1b]e than those 

in the ordinance and Scheme, The Explanation pro-
as esseJJtial conditions of cxcm1)ticn, conformity with 

Govcnm1e11t (1lrection as to the investment of ]Jroviclc11t fnnd 
accumulations am1 provision for the transfer of such nccnmula
tions to the credit of the e111J)1oyees' accm111t should he tra11sfer 
to ot!tcrcmployment to which the Scl~eme applies. No existing 
provtdent fnnU rules colltain vrovisious on t11ese lines and the 
Chamber would like an assura11ce i11at in the event of such 
~ro~idetJt fund rules heh1g amended to include tltem subsequent 
to the pronmlgation of tl1e Ordi11ance and the scheme tltey will 
ltot be precluc1~d h:om exelll])tion. As regard~ the pr,ovision for 
Government dtrect10n conceming investments tltis should surely 
be unnecessary J)rovided the rules-as is ~ustomm-y restrict 
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investments to those referred to in Clause 20 of the Indian 
Trusts Act. A connected point cotJcernittg investments arises 
nuder Section 15 of the Ordina1Jce whicl1 relates to the transfer 
of accumulated credits in existing ptoYicleut funds to the Fund 
to be establisl1ed nnde1· the Scheme. Sucl1 enforced transfers 
may, on the realisation of existing investmettts, result in very 
heavy cavitallosses to tlle detriment of the employee himself. 

The Chamber wishes to rescl'\'e furtl1er comment until tl1e 
Scheme is published -it is hoped -in draft form. 

R. P. W.-450-10·52, 
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