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OONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE)

REPORT OF THE SELECT COMMITTEE ON THE ESTATE
DUTY BILL, 1946.

We, ths undersigned, members of the Selectt Committee to which the Bill

_ to provide f6r the levy and collection of an estate duty in the Provinces of Indis

was refetred, have considered the Bill, and have now the honour to submit
this our Report with the Bill as amended by us annexed hereto.

. 1. We have considered whether a Succession Duty would be preferable to
;an Estate Duty. In view of the practical administrative difficulties involved
‘~ the levy of a Succession Duty and the smaller revepue¢ which it will yield,
.3 are of the view that an Estate Duty instead of a Succession Duty should

‘be imposed. .

5 2. In view of the absence of unanimity of opinion among the Provinces for
authorising the Central Government to legislate on their behnlf in respect of
an Estate Duty on agricultural land, we have confined the Bill as previously
proposed to an Estate Duty on property other than agricultural Jand.

8. We consider that for constitutional and other reasons it is not advisable
go include in the estate subject to duty agrioultural land situated in Indian
tates.

4. We have considered the question whether probate should be made com-
pulsory for a!l in order to facilitate administration of estate duty, but we think
that this would be too radical a change and that it is not practicable to insist
upon this ar a preliminary %o taxation. We, however, recommend that when
the time is considered ripe, separate legislation should be introduced for this
purpose. :

5. We have also considered the question of estate duty »is-¢-vis the Mitak-
sharu Hindu family. Although we are of the opinion that if the draft Hindu

*Code is passed by the Central Logislature in the form in which it now stands,
it would facilitate the adoption of the proposals contained in the Estate Duty
Bill, we feel that the passage of the Estate Duty Bill need not be held up
further pending the passing of the Hindu Code. We think that amendments
to the Estate Duty Bill can, if necessary, be proposed later so as to bring it
into line with the ultimate form of the Hindu Code.

8. We copsider that, having regard to the limit of exemption in the United
Kingdom which is two thousand pounds, the limit of exemption at one lakh of
rupees proposed. in the Bill is quite liberal and does not require any change. In
this connection we have also considered whether anv concession could be given
in respect of dwelling house by way of either an exemption or a reduction in
valuation or a reduction in the rates of estate duty, and we are of the opinion
that much will depend upon the rates of estate duty to be prescribed by the
annual Jinance Acts and this question would more appropriately come up for
conrideration at the time the Finance Bill is considered each year.

7. Upon the ‘changes proposed by us which are not formal or consequenttal

we note below:— »
Clause 2.—We have inserted a definition of”*‘legal representative’’. Bee
note clause 49 (old clause 48). N
m?:;m 8.—We (aocept the principle as stated in the existing clause, but In
view of the high rate of infant mortality in Indis, we consider that an excep.
tion shonld ba made in the case of the Inferest in ahcestral property passing om
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the death of a member of a Mitakshara family before attaining the sge of
eighteen years if he has & male ascendant living. We also think that the pro-
visions of this clause in their application to a joint Hindu iamily should apply
mulatis mutandis to Marumakkettayam and Aliyosentana families subject
to the modification that the condition regarding a living male ascendant should
be omitted from the exception, that is to say, in the case of a Marumakkatta-
yam or Aliyasantana family the exception will apply to a person dying below
the age of eighfden years whether there is & male ascendant living or not for
the reason that the male ascendant is not a member of the tarwad, tavazhi,
kutumba or kavaru governed by the Marumakkattaynm or “Aliyaguntanu rule
of inheritance. We have accordingly inserted the new sub-clauses (E) and (3)
in this clause and have made other consequential modifications therein.

Clause 7.—We have added an Ezplanation to this olause to make it clear

that the expressiqp ‘‘gift made in contemplation of death’’ has the same mean- -

ing as in section 101 vf the Indian Succession Act, 1925.

flause 8.—We feel that a time limit of six months before death in the cagse
of gifts to public charity and a time limit of two years in the case of other gifts
would suffice and we have accordingly made necessary changes in this clause.
Wz have also substituted for the expression ‘‘public or charitable, purposes’
‘the expression ‘‘public charitable purposes’ in the proviso to this clause
to restrict the app’ication of the proviso only to gifts to public charity.

Cause 9.—We have made it clear in the main part of this clause that
property taken under apy gift shall be deemed ‘o pass on the donor’'s death to
the extent that bona fide possession and enjoyment of it was not immediantely
sssumed by the donee and thenceforward retained to the entire exclusion of the
donor or of any benefit to him by ‘contract or otherwise.

We have slso changed the words ‘‘three years'’ to ‘‘two years” in the
Pproviso to this clause as we have done in clause 8.

(laus: 10.—We have also made certain changes in this clause similar t{o
those which we have suggested in clause 8.

Claugse 12.—We have recast this clause to make it clear that the liability of
the whole properfy to duty under this clause will arise on'y in the case where
a person, having been absolutely entitled to any property or to the funds with
which any property was purchased, has caused it to be transferred to or vested
in himself and any other person jointly so that the beneficial interest in = some
part of that property passes or accrues by survivorship on his death to the
other person. The clause will not therefore apply to a case where the trans-
feror was entitled only to a portion of the property or of the funds with which
the property was purchased.

Claguss 16.—In our opinion, all rules made under sub-clause (4) of this
slause should bé laid before the Legislature not less than fifteen days before
the date of thelr final publication, and we have accordingly added a proviso to
that effect to thab sub-clause.

Olause 19.—We are of opinion that for the purpose of determining the
liability ‘of any property to duty under this clause, both “domicile’’ and
*‘regidence’” of the deceased or the settlor, as the case may be, should be taken
into considerstion, and that for the said purpose, the expression *‘residence”
should have the same meaning as that assigned fo it in seotion 4-A of the

el

Tndian Income Tax Act, 19022, We have modified this clause accordingly. We

also coneider that property, whether movable or immovable (not being agricul-
tural lend), within an Indian 8tate should, as far as possible, he subjected to

dufy. We have, therefore] provided in fhis olause that all property, movab'e i
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-or immovable (not being agricultural land), in an Acceding State is liable to
-estate duty in any case where the deceased or the settlor was domiciled or resi-
dent in any Province of India at the time of death or settlement.

Clause 20.—For greater clarity we have redrafted this clause by incorporat«
ing the proviso in the body of the muin clause itself.

Clause 21.-—We think that a provision similar to that contained in section
47 of the United Kingdom Finante Act of 1988 should be inserted as Ezplana-
tion (2) to this clause to make it clear that a residuary interest under a will
within an estate whose administration is not complete will not be regarded as
a case of feilure of interest before becoming an interest in possession. We
have sccordingly inserted a second Ezplanation for the purpose.

Clause 28.—The clause us at pregent drafted may rot be quite fair to India,
in that it may enable a foreign country to take an unduly large share of cstate
duty in respect of movable property in India belonging to persons of foreign
domicile.  We therefore consider that a provision for the avoidance or relief
of dounble taxation on the busis of agreement entered into by India with other
countries on the lines of the agreements entered into between the United
Kingdom and the United States of America under section 54 of the United
Kingaom Finunce (No. IT) Act of 1945 will be more suituble thun the existing
provisions of this clause. We have recast this clause accordingly. We desira
that before any agreement contemplated by this clause as redrafted is ratified,
it should be placed before the Standing Finance Commiittee,

. New clause 30.—This clause is new. We think that there should be com-
plete exemption of duty in respect of a coparcenary interest devolving upon the
wmembers of the coparcenary or any of them upon the denth of a Hindu widow
if she dies within seven years of the death of her husband and if estate duty hed
been levied in respect of the same on her husband’s death. We have accord-
ingly inserted this new clause.

Clause 46 (old clause 45).—We consider that the operation of this clause
shouid be confined to territories other than those covered by cluuse 28 as revised
by us. We also consider that a discrption should be couferred on the Board
to make an allowance of the whole.or any part of the duty payeble in auy such
territories. This clause has beem modified accordingly.

Cluuse 49 (old clause 48).—We have redrufted sub-clause (1) of this clause
for defining more clearly the liabilities of the different categories of persons whe
will be aceountable for the estate duty. We have made it clear that a legal
representative of the deceased shall be accountable for the whole cf the estate
duty on the property passing on the death of the deceased but shall not be
liable for any duty in excess of the assets of the deceased which he actua'ly
reccived or which, but for his own neglect or default, he might have received.
We have also made it clear that a trustee, guardian, committes or other person
in whom any interest in the property passing on the death of the deceased or
the management, thereof is at uny time vested and every person  in whom any
interest in the property so passing is vested in possession by alienation or other
derivative title shall be a'so accountable for the whole of the estate duty on
the property passing on the death, but any such person shall not be liable for
any duty in excess of the assets of the decessed which he actually received or
which, but for his own neglect or default, he might have received.

We kave inserted n defivition of ‘“‘legal representativa’’ in clause 2 on the
lines of that contained in the Code of Civil Procedure, 1908; but we have mada
it clear that where the deceased was a coparcener of s Hindu family the expres-
sion would includé the manager for the time being of the family.

We think that where an heir-at-law proves to the satisfaction of the Board
that some other person is in adverse possession of any assets of the deceased.
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he should not be accountable for the portion of the estate duty payable in-
respect of such assete and that he should become so accountable if, and to the
extent that, he subsequently recovers possession ot such assets. ‘We have
accordingly inserted a new sub-clause (2) to this effecy in place of the old sub-
clause (2) of this clause.

We have omitted the old sub-clause (2) of this clause in view of the provision
which we have included in the new clause 64 proposed by us for ‘‘charging’ the
estate duty on all immovable property passing on the-death of the deceased.

We think that where two or more persons are accountable, whether in the
sume cupacity or in different capacities, for estate duty in respect of any
property pussing ou the death of the deceased, they should ve liuble jointly and
severally for the whole of the estate duty on the property so passing. We
have modified sub-clause (5) of this clause accordingly.

Clause 84 (old clauses 63 and 64).—We consider that there should be a first
charge for estate duty on all immovable property passing on the death of the
deceased (including agricultural land) in whomsoever it may vest on his death
after the debts and incumbrances allowable under Part VI of the Bill. We
think that it should be also provided that any private transfer or delivery of
such property would be void against any claim in respect oi such estats duty.
We do not consider that any exemption from this charge need be provided in
the case of a bona fide purchaser for value without notice, because nobody can
legitimately plead want of notice in regard to a charge imposed by the operation
of a law. As regards movable property, we consider that there should be a
first charge on the movable property passing to a beneficiary under a will, not
being an heir-at-law, to the extent of a’rateable part of the estate duty on the
lines of section 9(1) of the United Kingdom Finance Act, 1894. We also think
that there should be no charge on movable property acquired by a bona fide
purchaser for value without notice. We consider, however, that the
Board should have power to release from charge the whole or any
part of any property (whether movable or immovable) in such circumstances.
and on such conditions as it thinks fit. We have accordingly proposed a new
clause 64 in place of the old clauses 65 and 64. ‘o

8. The Bill was published in Part V of the Guzette of India, dated the Srd
April, 1948,

9. We think that the Bill has not been so altered as to require ciroulation
under rule 48(5) of the Rules of Procedure and Conduct of Business, and we
recommend that it be passed as now arhended.

JOHN MATTHALI

K. SANTHANAM.

RAM SAHAL

T. A. RAMALINGAM CHETTIAR.
R. K. SIDHVA.

8. M. GHOSE.. )

8. V. RRISHNAMOORTHY RAO.
NAZIRUDDIN AHMAD.
SATYANARAYAN SINHA.
BISWANATH DAS.

M. ANANTHASAYANAM AYYANGAR.

. New Ds=iar;
The 818t Maroh, 1949. . S



[As AMENDED BY THE SELECT COMMITTER)
(Words sidelined or underlined indicate the amendments suggested by the
Committee; asterisks indicate omisgions.)

A
BILL

to provide for the levy and collection of an estate duty in the Provinces
of India,

WHaEREAS it is expedient to provide for the levy and collection of an estatas
«duty in the Provinces of India;

1t is hereby enacted as follows:—
PART I.—INTRODUCTORY

1. Short title, extent and commencement.— (1) This Act may be called the
Estate Duty Act 1949.
(2) It extends to all the Provinces of India.
(3) 1t shall come into force on such date as the Central Government may,
by notification in the official Gazette, appoint. * *.
2. Definitions.—In this Act, unless there is anything repugnant in the
subject or context,—

(1) “'affidavit of valuation’’ means the affidavit of valuation made under
section 19-1 of the Court-fees Act, 1870 (VII of 1870), in connection with an
application for the grant of representation;

(2) ““Board"” means the Central Board of Revenue constituted under
the Central Board of Revenue Act, 1024 (IV of 1924), and, if in respect of
any matter, the Central Government has empowered any officer or authority
to discharge the functions of the Board, includes that officer or suthority
in respect of that matter;

(3) ‘‘company’’ includes any body corporate wheresoever incorporated;

(4) “‘controlled compsny’’ means a company which is deemed to be
condyrolled by virtue of the rules made under sub-section (4) of section 16;

.

(6) ‘‘deceased person’’ and ‘‘the deceased’’ mean s person dying after
the commencement of thie Act;

(6) ‘‘estate duty’’ means estate duty under this Act;

(7) “‘executor’’ means the executor or wdministrator of a deceased
person and includes, as regards any obligation under this Act, any person
who takes possession of, or intermeddles with, the estute of & deceased
person or any part thereof;

(8) "‘general power’’ includes every power or authority enabling the
donee or other holder thereof to appoint or dispose of property as he thinks
fit, whether exercisable by instrument inter vivos or hy will or both, bus
exclusive of any power exercisable in a fiduciary capacity under a disposi-
tion not made by himself or exercisable as mortgagee;

(9) “‘incumbrances’’ includes mortgages and terminable charges;

- (10) ‘‘interest in expectancy’’ includes an estate in  remainder or
reversion and every other future interest whether vested or contingens,

})eub does not include reversions expectant upon the determination of
aRes ; ! »
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(11) *legal representative’’ means s person who in law represents
the estate of a deceased person, and includes any person who intermeddles
with the estate of the deceased, and also inaludes, in the cgse where the
deceased was a coparcener of a Hindu family, the manager for the time
being of the family;

(18) ‘‘power to appoint property”” means power to determine the dis-
position of property of which the person invested with the power is not
the owner; .

(18) ‘‘prescribed’”’ means prescribed by rules made under this Act;

(14) *‘property” includes any interest in property, movable or im-
movable, and the proceeds of sale thereof and any Inoney or investment for

~- the time being representing the proceeds of sale. ‘
Baplanation.—(1) The creation by a porson or with his consent of a debt or .other vight
enforceable against him personally or against property which he was or might become
competent to disposc of, or to charge~ or burden for his own benefit, shall be decmed to

have been u disposition made by that person, and in relation to such a disposition tha
expression ‘‘properiy’’ shall include the debt or right created.

(2) The extinguishment at the expense of the deceased of s debt or other right shal
be deemed to have been a disposition made by the deceased in favour of the person for
whose benefit the debt or right was extinguished, and 1n relation to such a disposition
the expression ‘‘property’’ shall include the benefit conferred by the extinguishment of
the debt or right; .

(Iéz *‘property passing on the death™ includes property passing either
immediately on the death or after any interval, either certainly or em-
tingently, and either originally or by way of substitutive limitation, atd
“on the death’’ includes ‘‘at a period ascertainable only by reference to
the death’’;

(16) “‘representation’’ means probate of a will or letters of administra-
tion;”
(17) ‘‘settled property’' meuns property which stands limited to, cr in
_ trust for, any persons, natural or juridical, by way of succession, whether
the settlement took effect before or after the commencement of this Act;
and ‘‘settlement’” means any disposition, ineluding a dedication or endow-
ment, whereby property is settled.
8. Interpretation.—(1) For the purposes of this Aet—

~ (a) a person shall be deemed competent to dispose of property if he has
such an estate or interest therein or such general power as would, if he
were sui juris, enable him to dispose of the property;

(b) a person shall be deemed to dispose of property to which he has

acquired title, even if he has acquirod title to it in one form and disposes
of it in another;

(c) a disposition taking effect out of the interest of the decessed shall
he deemed to have been mgde by himn, whether the concurrence of any
other person was or was not required;

(d) money which a person has a general power to charge on the pro-
perty of another person shall be deemed to be an interest in that property
sf which the iormer has power to dispose;

(¢) the domicile of a persor shall be determined as if the provisions
ofd the }Indlan Buccession Act, 1925 (XXXIX of 1985), on the subject appli-
ed to him. -

(2) In Parts II and IIT of this Act, amy reference to any interest disposed
of, policy of insurance effected, annu'ty or other interest purchased or provided
or to any gift, settlement, disposition or transfer of propertv- made. shall he
construed as including any such interest, policy, apmuity, gift, settlement or
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disposition, as the case may be, whether it was disposed of, effected, purchassd
or provided, or made before or after the commencement of this Act.

PART II.—IMPOSITION OF ESTATE DUTY
Eaxtent of charge

4. Levy of estate duty.—In the case of every person dying after the com-
mencement of this Act, there shall, save as hereinafter expressly provided, be
levied and paid upon the principal value uscertained as hereinafter provided
of all property, settled or not settled, not being agrioultural lund, which passes
on the death of such person, a duty called ‘‘estate duty’’ at the graduated rates
hereinafter mentioned.

Property which is deemed to pass

6. Property within dispoeing capacity.—Property which the deceased wus at
the time of his death competent to dispose of shall be deemed to pass on his
death,

6. Interests ceasing on death.— (1) Subject to the provisions of this section,

property in which the deceased or any other person had an interest ceasing on
the death of the deceased shall be deemed to pass on the deceased’s death to
the extent to which a benefit accrues or arises by the cesser of such interest,
including, in particular, @ coparcenary interest in the joint family property of
a Hindu family governed by the Mitakshara, Marumakkattayam or Aliyasantana
law.

(2) 1f a member of a Hindu coparcenary governed by the Mitakshara school
of law dies, then the provisions of sub-section (I) shall not apply with respect
to the interest of the deceased in the coparcenary property unless the deceased
had completed his eighteenth year, or unless, at the time of his death, his father
or other male ascendant in the male line was not a coparcener of the game
family.

Ezplanation.—Where the docoased was also a member of a sub-coparcenary (within the
coparcensry) possessing separate property of its own, the provisions of this sub-section shall
have effect separately in respect of the coparcenary and the sub-coparcenary.

(2) If a member of any tarwad or tavaszhi governed by the Marumakkattayam
rule of inheritance or a member of a kutumba or kavaru governed by the
Aliyssantana rule of inheritance dies, then the provisions of sub-section (1)
shall not apply with respect to the interest of the deceased in the property of
the tarwad, tavazhi, kutumba or kavaru, as the case may be, unless the|’
deceased had completed his eighteenth year.

(4) The provisions of sub-section (1) shall not apply to the property in which
the deccased or uny other person had an interest only as holder of an office or
recipient of the benefits of a charity, or as a corporation sole.

7. @ifts mortis causa.—Property taken as a gift made in contemplation of
death shall be deemed to pass on the donor’s death. -

Ezplanation.—In this section, the expression 'gift made in contemplation of death’” hae
the same meuning as in section 191 of the Indian Succession Act, 1825 (XXXIX of 1825).

8. Gfts within a certain period before death.—Property taken under a dis
position made by the deceased purporting to operate as an immediate gift inter
vivos whether by way of transfer, delivery, declaration of trust, settlement upon
persons in succession, or otherwise, which shall not have been bona fide made
two years or more before the death of the deceased shall be deemed to pass on

the death:

Provided that in the case of gifts made for public charitable purposes the
period ghall be_six months. * % &
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9. Gifts whenaver made where donor not entirely excluded.—Property taken
under any gift, whenever made, shall be deemed to pass on the donor's death,
to the extent that bona fide possession and enjoyment of it was not immediately

assumed by the donee and thenceforward retained to the entire exclusion of the
donor or of any benefit to him by contract or otherwise:

Provided that the property shall not be deemed to pass by reason only that
it was not, as from the date of the gift, exclusively retained as aforesaid, if, by
means of the surrender of the reserved benefit or otherwise, it is subsequently

enjoyed to the entire exclusion of the donor or of any benefit to him for at least
two years before the death.

10. Limijted interests disposed of within a certain period before death.—
(1) Bubject to the provisions of this section, where an interest limited to cease on
a death has been disposed of or has determined, whether by surrender, assur-
snce, divesting, forfeiture or in any other manner (except by fhe expiration
of s fixed period at tbe expiration of which the interest was limited to cease),

whether wholly or partly, and whether for value or not, after becomming an
inverest in possession,—

gz) if apart from the disposition or determination the property in
which the interest subsisted would have passed on the death under section
*4, that property shall be deemed by virtue of this section t9 be included
as to the whole thereof in the property passing on the death; or

(b) it epart from the dispogition or determination the property in which
the interest subsisted would have been deemed by virtue of section 6 to be
included to a particular extent in the property passing on the death, the
property in which the interest subsisted shall be deemed by virtue of this
section to be included to that extent in the property passing on the death.

(8) Where the relevant disposition or determination was bona fide cffected
or suffered not less than two years b:fore the death (or, if it was effected or
suffered for public charitable purposes, not less ‘than six months before the
death), the preceding sub-section shall not have effest—

(a) if bona fide possession and enjoyment of the property in which the
interest subsisted was assumed immediately thereafter by the person be-
coming entitled by virtue of or upon the disposition or determination and
thenceforward retained to the entire exclusion of the person who had the
interest and of any benefit to him by contract or otherwise; or

(3) in the case of a partial determination, if the zonditions specified
In the preceding paragraph were not satisfied by reason only of the reten-
tion or enjoyment by the deceased of possession of some part of the pro-

perty, or of some benefit, by virtue of the provisions of the instrument
under which he had the interest:

Provided that nothing in this sub-section shall be construed as affect-
fng any charge of estate duty arising otherwise than by virtue of the
provisions of the preceding sub-section.

(3) In the application of sub-section (I) to & case in which an incumbrance
on the property in which the interest in question subsisted has been created by
associated operations (as hereinafter defined in section 25) which included a
disposition of that interest, references to that property shall be construed as
references to that property free from the incumbrance, except in a case in
which the incumbrance was created for consideration in money or money's
worth which was applied for purposes calculated to maintain or increase the
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value of that property, and, in that case, shall be construed as references to
that property subject to the incumbrance to the extent to which the consider-
ation was 8o applied,

11. Bettlements with reservation.—Property passing under any settlemens
made by the deceased by deed or any other instrumient not taking effect as a
will whereby an interest in such property for life or any other period determin-
able by reference to death is reserved either expressly or by implication to the
settlor or whereby the settlor may have reserved to himself the right by the
exeroise of any power, to restore to himself or to recluim the absolute interest
{i such property shall be deemed to pass on the settlor’s death.

Bzrplanation.—A settlor an interest in the settled property for the maintenance
of any of his relatives (as defined in section 25) or of himself and any of his relatives
shall deemed to resérve an interest for himself within the meaning of this section.

12. Joint investments.—Where a person, having been absolutely entitled
to any property or to the funds with which any property was purchased, has
caused 1t to be tramsferred to or vested in himself and any other persen jointly,
whether by disposition or otherwise, either by himself alone, or in concert, or
by arrungement, with any other person so that the beneficial interest in some
part of that property passes or accrues by survivership on his death to the
other person, the whole of that property shall be deemed to pass on the death.

13. Polictes kept up for a donee.—Money received under a policy of insur-
ance effected by any person on his life, where the policy is wholly kept up by
him for the benefit of a donee, whether nominee or assignee, or a part of such
.oney in proportion to the premiums paid by him, where the policy is partially
kept up by him for such benefit, shall be deemed to pass on the death of the
asaured.

14. Annuity or other interest purchased or provided by the deceased.——Any
annuity or other interest, including moneys payable under policy of life assur-
ance, purchased or provided by the deceased, either by himself alone or in
concert or by arrangement with any other person shall be deemed to pass on his
death to the extent of the beneficial interest accruing or arising, by survivor-

ghip or otherwise, on his death.

14
Bzplanation.—The extent of the beneficial interest mug be ascertained without regard
to any interest in expectancy which the beneficiary may have had therein before the death.

15. Annuity or other interest purchased or provided out of property derived
from the deceased.—(I) SBection 14 shall have effect in relation to any annuity
or other interest that was purchased or provided wholly or in part by uny person
who was at any time entitled to. or amongst whose resources there was ot any
time included, any property derived from the deceased, as if that annuity or
other interest had been provided by the deceased, or, if it is proved to the satis-
faction of the Board that the application of all the property derived from the
other interest, as if a similar annuity or interest of an amount reduced to an
extent proportionate to the insufficioncy proved had been provided by the
deceased:

Provided that for the purpose of determining whether there would have | een
any such insufficiency as saforesaid, and the extent thereof, there shall be
excluded from the property derived from the deceased anv part thereof as to
which it is proved to the satisfaction of the Board thl.lt the disposition of <hich
it, or the property which it represented. was the subject-matter, was not 1nade
with reference to, or with s view to enabling or fac'litating, the purchase or pro-
vision of the annuity or other interest, or the recoupment in anv manner of the

cost thereof.
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(2) 1n this section the following expressions have the meanings hereby assign-
od to them respectively, namely: —

(a) “property derived from the deceased’’ means ahy property which
was the subject-matter of a disposition made by the deceased, cither by
himself alone or in concert or by arrangement with any other person, other-
wige than for full consideration in money or money’s worth paid to him
for his own use or benefit, or which represented any of the subject-matter
of such a disposition, whether directly or indirectly, and whether by virtue
of one or more intermediate dispositions and whether any such interme-
diate disposition was or was not for full or partial consideration;

(b) ‘‘disposition’’ includes any trust, covenant, agreement or arrange-
ment; and '

(c) ‘‘subject-matter’’ includes, in relation to .any disposition, any
annual or periodical puyment made or payable under or by virtue of the
disposition.

(9) Por the purpose of section 82 the deceased shall be deemed to have had
an interest in any property included by virtue of this section in the property
passing on the death of the deceased.

Special “provisions relating to transfers to companiecs

16. Froperty transferred to a controlled company.—(1) Where the deceased
has made to a controlled company a transfer of any property (other than an
interest limited to ceamso on his death or property which he transferred in a
fiduciary eapacity), and any benefits accruing to the deceased from the coffr-
pany accrued to him in the three years ending with his death, the assets of the
company shall be deemed for the purposes of estate duty to be included in the
property passing on his death to an extent determined in accordence with sub-
gection (2). * * *

(2) The extent to which the assets of the company are fo be deemed to be
included as aforesaid shall be the proportion ascertained by comparing the
aggregate amount of the benefits accruing to the deceased from the cornpany in
the last three accounting years with the aggregate amount of the net income
of the company for the said years:

Provided that—

(a) where, in any ®f the said accounting years, the company sustained
& loss, the amount of that loss shall be deducted in ascertaining the said
aggregate net income of the company;

. (b) where the company came into existence 1Q the last year but one,
or in the last, of the said accounting years, the ‘references in this sub-
section to the said accounting years shall be construed as references to the
last two, or, as the case may be, the last, of those years.

(8) The nssets of the company which are deemed to be included in the
property passing on the death of the deceased by virtue of this section shall
include any aseets thereof which have been disposed of or distributed by the
company at any time between the beginning of the first of the accounting years
aforesuid and the death of the dcceased. either—

(a) in or towards satisfaction of rights attaching to shares in or deben-
tures of the company, or

(b) otherwigse howsoever except as follows, that is to say, by way of
gale for full consideration in money or monev’s worth received hy the com.
pany for its.own use and benefit, or in or towards discharge of taxes or
rates or other liability imposed by or under an enactment. or in or tnwnrds
discharge of & fine or penalty or a lisbility for tort incurred without
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oollusion with the injured party, including assets which have been so dis-
posed of or distributed in & winding up, whether continuing at ar complet-
ed before the death:
Provided that tbhis sub-section shall not apply to assets disposed of or
distributed by way of payments from which income-tax was deductible,
- or which were assessable to income-tax, of amounts not exceeding in the
aggregate, as respects payments made in any accounting year or. in the
period between the end of the last accounting year and the death of the
deceased, the amount of the income of the company for that year or period.

{(4) The Board may make rules—

(a) preseribing the clasg of compenies which shall be deemed to be
controlled companies and the class of dispositions or operations which shall
b: deemed to be transfers;

(b) prescribing the matters to be treated as benefits accruing to the
decrased from such a company, the manner in which their amount is to
be determined, and the time at which they are to be treated as acoruing;

~ (c) prescribing the manner in which the net income and the value of
ih¢ assets of such a company are to be determined;

;“(d) prescribing the maenner in which the accounting year 1is to be

regoned ;

. (e) prescribing the manner in which the shares and debentures ot such
a ompany passing upon the death of the deceased are to be valued for
esfite duty;

() prescribing the conditions upon which and - the extent to which
irasactions in the name of such a company shall be deemed to be bhona
fid transactions for full consideration; and

(9) generally for the purpose of checking the avoidance of estate duty |
thagh the machinery of such a company:

Proded that all rules made under this sub-section shall be laid before the
CentrafLegislature not less than fifteen days before the date of their final

publicaon,

(5) lor the purposes of section 82 the deceased shall be deemed to have
‘had armterest in the property deemed by virtue of this section to be included
in the roperty passing on his death.

17.Duty of company and officers of company to give information to Board
on deaj of transferor.— (I) Where the deceased has made a transfer of properby
to a cftrolled company as described in section 168 the company shail be under
obligatn to inform the Board within one month from the date of the death
of theeceased, of the death, ‘of the fact that the deceased made o transfer of
ropar, to the company, and of the fact that benefits acorued to.the deceased
g'om company, and every person who was an officer of the company at
that de, or if the company has been wound up and dissolved before that
date, ho was an officer of the company at any time, shall be under the like
obligam as reepects such of the facts aforesaid as are within his knowledge,
unlesge knows, or has reasonable cause for believing, that the information in
»quest;r has already been given to the Board by the company or some other

perso X
* (41 the company or any such person as aforesaid who is under obligation
by Wue of the preceding sub-section to give any information to the Board
maki default in the performance of that obligation, the Board may impose
upoghe defaulter a penalty not exceeding one thousand rupees.
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18. Gollection and incidence of duty under section 18.—(I) The following’
persons shall be accountable for the duty payable on the death of the decease

by virtue of section 16, namely :—

(a) the company; ,

(b) any person (other than a bona fide purchaser for full consideration
in money or money’s worth received by the company for ite own vse and
benefit) who receives, whether directly from the company or otherwise,
or disposes of, any assets which the company had, whether as capit:] or
as income, at the death or at any time thereafter;

(c) any person who received any distributed sssets of the company
on their distribution:

Provided that a person shall nob,—
(1) by virtue of clause (b), be accountable in respecs of any assets for
any duty in excess of the value of those assets, or
(1) by virtue of clause (c), be accountable in respect of any asets for
more than a part of the duty bearing to the whole thereof the sane pro-
portion that the value of the distribution of those assets bears to the prin-
cipal value of the assets of the company passing on the death by irtue of
section 16. 1

Tor the purposes of this sub-section the expresrions ‘‘distributed pssets’’
and ‘‘assets of the company passing on the death’’ do not include an] distri-
buted assets of the company which the deceased received on their distrbution;
and a person who, having received any distributed assets of the compay, has
died before the deceased shsall be deemed to have been a person accontable

by virtue of clause (o). * * * * *

(2) Where a company incorporated outside tha Provinces of Indin 1s scount-
able for any duty by virtue of the preceding sub-section or of this subbction,
every person who is a member of that company at the death shall ilso be
accountable for a rateable part of that duty in proportion to the valuéof his

interest in that company. '

(%) A person accountable for any duty by virtue of this sectinn sill, for
the purpose of raising and paying the duty, have all the powers confeed ou
accountable parties.

(4) On a winding up of the company, sub-section (1) of section 23(bf the
Indian Companies Act, 19013 (VII of 1918), shall have cffect as if they were
included in clause (a) of that sub-rection a reference to any duty pawle in
respect of assets of the company passing on a death by virtue of sectio!16 of
this Act, and section 129 of the Indian Companies Act, 1913 (VII of 1918 shall
have effect accordingly.

(5) The duty payable on the death of the deceased by virtue of secon 16
shall be a first charge by way of floating security on the assets whi the
company had at the death or has at any time thereafter, and any partf the
duty for which by virtue of clause (o) of sub-section (I) * * * any peon is
acocountable in respect of any distributed assets shall be a firs} charge a) on
thosé assets: ' :

Provided that nothing in this sub-section shall operate to make any prerty
chargeable as against & hona fide purchgser thereof for valuable cansidetion
without notice. -

(6) Where any duty has been—

(a) paid by a person accountable therefor by virtue only of C‘"““"(c)
of sub-section (I); or ) ‘



(b) raised by virtue of sub-section (5) out of any distributed assets:
charged therewith;
that person or, as the case may be, the person who was eatitled to those ussets
subject to the charge, may (without prejudice to any right of contribution or
indemnity which he may have apart from this sub-section) recover the amount
of the duty so paid or raised as aforesaid from any person who is accountable
therefor otherwise than by virtue of the said clause (c).
(7) No part of the duty paid by the company shall be recoverable by it from.
any person on the ground only that he is entitled to any interest in, of to any
sum charged on, the assets which the company had at the death of the

deceased. :
(8) The provisions of sub-sections (1) and (3) of section 49 shall not have

effect in relation to the duty payable by virtue of section 16
PART I11.—EXCEPTIONS FROM THE CHARGE OF DUTY

19. Foreign property.—(1) There shall not be included in the property|

passing on the death of the deceased—
(#) immovable property situate outside India;

(b) immovable property situate within an Acceding Indinn State and )

movable property situate outside the Provinces of India at the time of the

death unless—
(i) in the case of any property, whether settled or not, the deceased
was domiciled or resident in any Province of India at the date of his

death; or

(it) in the cmse of secttled property of which the deoceased was 8l

life tenant, the settlor was domiciled or resident in any Province of
India at the date the sebtlement took effect.

(2) For the purposes of sub-section (I), & person shall be deemed to bef

resident in the Proviuces at the dute of his death or at the date the settlement
took effect, if he—

(i) was in the Provinces for a period amounting in all to one hundred|

and eighty-two days or more during the year ending on the date of his
death or on the date when the settlement took effect, as the case may be; or

(#) maintained or bad maintained for him a dwelling place in the
Provinces for a period or periods amounting in all to one hundred and
eighty-two days or more during the year aforesaid, and was in the Provinces
for any time in that year; or

(iii) having, within the four years preceding the year afuresaid, been
in the Provinces for a period of, or for periods amounting in all to, three
hundred and sixty-five days or more, was in the Provinces for any time in
that year otherwise than on an occasional or casual visit; or

(fv) was in the Provinces for any time in the year aforesaid and the

prescribed authority is satistied that such person had arrived there during]|.

==

that year with the intention of remaining therein for not less than three

vears from the date of his arrival.
(3) The Board may make rules prescribing the manner in which the nature
and the locality of different classes of assets shall be determined for the pur-

poses of this section.

20. Property held by the deceased as trustee.—Property passing on the death
of the deceased shall not be deemed to include property held by the deceased'
a8 trustee for another person under a-disposition not made by the deceased or-
under a disposition made by the decessed where (whether by virtue of the
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-original dispesition or of a subsequent surrender of any benefit originally
weserved to the deceased or otherwise) possession and enjoyment of the property
was bona fide assumed by the beneficiary at least two yeurs beiore the death
-and thénceforward retained by him to the'entire exclusion of the deceased or of
any benetit to the deceased Ly contract or otherwise.

* * * * * »

21. Interest failing before becoming an interest in possession.—In ihe case
-of setded property where the interest,of any person under the settlement fails
-or determines by reason of his death before it becomnes an interest in possession,
-and one or inore subsequent limitations under the settlement continue to sub-
sist, the property shall not be deemed to pass on his death hy renson only of
the failure or determination of that interest

Ezplanation.—(1) Where property is settled by a person on himself for life and after his
death on any other person, with an ultimate reversion of an absolute interest or abmolate
power of disposition to the settlor, the property shall not be deemed to pass to the settlor
on the death of such other person by reason only that the settlor being then in pasaession
of the property as tenant for life becomes, in consequence of such death, entitled to the
immediate reversion o1 acquires an ahanlute power to dispose of the whole property,

(2) Where the interest of a person in settled property consists of an interest in tha
residue or part of the residue of an estate of a testator or intestate and the said estate
A continucs to be under administration until the death of the person, the said intérest of the
] person in the residue or part of the residue shall be doemed to have become an interest
in possession on the date as from which the income from the residue or part of the residue
Jwould have heen attributable to that interest if the residue had been ascertained immediately
d after the death of the testator or intestate.

22. Property reverting to digponer.—(1) Where by a disposition of any pro-
perty an interest is conferred on any person, other than the disponer, for the
life of such person or determinable on his death and such person enters into
possession of the interest, and thenceforward retains possession of it to the
entire exclusion of the dispouer or of any benefit to him by contruct or other-
wise, and the only benefit which the d'sponer retains in the property is subject
to such life or determinable interest and no other interest, even contingent,

' is created by the disposition, then, on the death of such person, the property
shall not be deemed to pass by reason only of its reverter to the disponer in
hie life time.

(2) Where by a disposition of any property any such interest as is mentioned
in sub-section (1) is conferred on two or more persons either severully or jointly
-or in succession, sub-section (I) shell apply in like manner as where the interest
is conferred on one yerson :

Provided that sub-section (I) shall not apply where such person or persons
taking the said life or determinable interest had at any time prior to the disposi-
tion been himself or themselves competent to dispose of the said property.

24 Tncome of settled property acquired on death of spoise.—Where a hus-
band or wife is entitled, either sclely or jointly with the other, to the income of
any property settled by the other under a disposition which took effect before
the commencement of this Act and on his or her death the survivor becomes
-entitled to the income of the propertv (ss distinguished from the property itself)
gettled Ly such survivor, estate duty shall not be payable in respect of that
properiv uutil the death of that survivor.

24. Property passing by reason of a bona fidr purchase for full or partial
considoration in meney.—(1) Bubject to the provisions of sections 25 and 48
estute duty shall not be payable in respect of property passing on the denth of
the deceased by reasdn only of a bona fide purchase from the person under

~
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whose disposition the property passes, nor in respect of the falling into posses-
sion of the reversion on any lease for lives, nor in respect of the determination
of any annuity for lives, where such purchase was made, or such lease or
annuity granted, for full consideration in money or money's worth paid to the
vendor or grantor for his own use.or benefit, or in the case of a lease for the
use or benefit of any person for whom the grantor was & trustee.

(2) Where any such purchase was made, or lease or annuity granted, for-

partial consideration in money or money’'s worth paid to the vendor or grantor
for his own use or benefit, or in the case of a lease for the use or benefit of any

person for whom the grantor was a trustee, the value of the consideration shall
be allowed as a deduction from the value of the property for the purpose of
estate duty.

25. Dispositions in favour of relatives.—(1) Where u person dying after the
woommencement of this Act has made a disposition of property in fuvour of a
velative of his, the creation or disposition in favour of the deceased of an
annuity or other interest limited to cease on the death of the deceased or of
any other person shall not be treated for the purposes of section 24 or section
41 as consideration for the disposition made by the deceased.

(8) If the deceased has made in favour of a controlled company a digposi-
tion which, if it had been made in favour of a relative of his, would have fgllen
within sub-section (I), this section shall have effect in like manner ns if the
disposition had been made in favour of a relative of his, unless it is shown to
the satisfaction of the Board that no relative of the deceased was, at the time
of the disposition or subsequently during the life of the deceased, a member of
the company.

For the purposes of this sub-section a person who is, or is deemed by virtue
-of this provision to be, a member of a controlled company which is & member
of another such company shall be deemed to be a member of that other
company.

(3) Where there have been associeted opcrations effected with reference to
the receiving by the deceased of any payment in respect of such an annuity or
other interest as is mentioned in sub-section (I), or effected with a view to
enabling him to receive or to facilitating the receipt by him of any such pay-
ment, this section shall have effect in relation to each of those associated opera-
tions as it has effect in relation to the creation or disposition in favour of the .

decensed of such an annuity or other interest.

(4) In this section—
(f) ‘‘relative’’ means, in relation to the deceased—

(a) the wife or husband of the deceased,
(b) the father, mother, children, uncles and aunts, of the deceased,
and

(c) any issue of any person falling within either of the preceding
sub-clauses and the other party to a marriage with any such person or

1s8ue; .
(i) reference to ‘‘children” and ‘‘issue’’ include reference lo illegiti-
mate ohildren and to adopted children;

(#i7) *‘annuity’’ includes any series of payments, whether inter-con-
mnected or not, whether of the same or of varving amounts, and whether
‘payable at regular intervals or otherwise, and payments of dividends or
interest on shares in or debentures of a company shsll be treated for the
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purposes, of this section as & series of psyments constituting an annuity
:imited to cease on a death if the payments are liable to cease on the desth,
or the amounts thereof are liable to be reduced on the death, by reason
directly or indirectly of the extinguishment or any alteration of rights
attaching to, or of the issue of any shares in or debentures of a company;

(fv) “‘associated operations’’ means any two or more operations of any
kind being,—

(a) operations which affect the same property, or one of which
affects some property and the other or others of which affect property
which represents, whether directly or imdirectly, that property, or
income arising from that property, or any property representing accumu-
lations of any such income; or

(b) any two operations of which one is effected with reference to
the other, or with a view to enabling it to be eftected or to facilitating
its being effected, and any third operation having a like relation to
either of those two, and any fourth operation having a like relation to
any of those three, and so on;

whether those opecrations are effected by the same person or by different
persons, whether they are connected otherwise than as aforesaid or not,
and whether they are contemporancous or any of them precedes or
follows any other. ’

28. Effect of new or increased rates of duty on certain prior sales and
mortgages.—Where an interest in expectancy in any property has, whether
before or after the commencement of this Aot, been bona fide sold or mortgaged
for full consideration in money or money's worth, and the rates of estate duty
in force in the case of a person dying when the interest falls into possession
are higher than the rates in force, if any, in the case of a person dying at the
time of the salo or mortgage, then—

(a) no other duty on that property shall be payable by the purchaser or
mortgade when the interest falls into possession than the duty, if sany,
which would have been payable f the rates of estate duty applicable had
been the rates in force, if any, in the case of a person dying at the time
of the sale, or mortgage, and

(b) in the ease of a mortgage, any higher duty payable by the mortgagor
shall rank as a charge subsequent to that of the mortgagee.

27. Settled property in respect of which since the date of the settlement
estate duty has been paid on the death of the deceased’s spouse.—If estate duty
has already been paid in respect of any settled property since the date of the
settlernent, on the death of one of the parties to & marriage, the estate duty
shall not be payable in respect thereof on the death of the other party to the
marriage, unless the 1aiter wus nt the time of his death, or had been at any
time during the continuance of the settlement. competent to dispose of such
property, and, ‘f on his death subsequent limitations under the settlement take
effect in respect of such property, was sui juris at the time of his death, or had
been sui juris at any time while so competent to dispose of the property.

28. Agreement for avoldance or relief of double taxation with respect to
ate duty.—The Central Government may enter into an agreement with the
overnment of any reciprocating country for the avoidance or relief of double
taxation with respect to estate duty leviable under this Act and wunder the
ocorresponding law in force in the reciprocating country and may, by notification
in the official Gazette, make such provision as may be necessary for implement-
ing the agreement.

Ezplanation.—The oxpression *‘reciprocating country’’ for the purposes of this Act means
any country which the Central Goveynment may, by notification in the oficial Gasetts, declare
to be a reciprocating country. . -
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29. Allowance for quick suocession to land or a buSiness.—Where the Board
is satisfied that estate duty has become payable on any property consisting of
land (not being agricultural land) or on a business (not being a business carried
on by a compuany) or any interest in such land or business passing upon the
death of any person, and that subsequently within five veers estate duty has
again become puvahle on the same propertv or Any part thercof passing on the
death of the person to whom the property passed on the first death, the smount

of estate duty payable on the second death in respect of the property so passing
shall be reduccd as follows:—

Where the second death occurs within one vear of the first death, by 50
per cent.;

Where the second death occurs within two years of the first death, by 40
per cent.:

Where the second death occurs within three years of the first death, by
80 per cent.;

Where the second death occurs within four years of the first death, by
20 per cent.;

Where the sccond death occurs within five years of the first death, by
10 per cent.:

Provided that where the value on which the duty is payable of the property
on the second death exceeds the value on which the duty was payable of the
property on the first death, the latter value shall be substituted for the former

for the purpose of calculating the amount of duty on which the reduction under
this section is to be .calculated.

80. Exemption of coparcenary interest of a Hindu widow dying within seven
years of her husband's death.—Where on the death of a member of a Hindu
coparcenary, his interest in the coparcenary property has devolved on his
widow, then, if the widow dies within seven years of her husband’s death and
the inferest aforesaid devolves upon the members of the coparcenary or any of
them, no estate duty shall be leviable in respect of the pnssing of the interest
aforesaid on the death of the widow, if and in.so far as estate duty had been
paid in respect of the passing of such interest on the death of her husband.

81. Exemptions, reductions, and other modifications.—The Central Govern-
ment may by notification in the official Gazette make any exemption, reduction
in rate or other modification in respect of estate duty in favour of any class of
property or the whole or any part of the property of any class of persons.

PART 1V.—AGGREGATION OF PROPERTY AND RATES OF DUTY

32 Aggregation.—(1) For determining the rate of estate duty to be paid on
any property passing on the death of the deceased, all property so passing in
respect of which estate duty is leviable shall be aggregated 8o as to form one

estate and the duty shall be levied at the proper graduated rate on the principal
value thereof:

Provided that any property, so passing, in which the deceased never had an
interest, not being a debt or right or benefit that is treated as property by virtue
of the Ea:planattons to clause (14) of section 2, shall not be aggregated with
any other property, but shall be an estate by itself and the estate duty shall be
leviable at the proper graduated rate on the principal value thereof.

(2) Every estate shall include all income acerued upor the property included
therein down to and outstanding at the date of the death of the deceased.

(3) Property passmg on any death shall not be aggregated more than once

301- us,hnll estate duty in respect thereof be levied more than once on the same
eath. . .
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33. New retes of duty to be agcording to Gentral Act.—The rates of estate:
duty shall be according to such scale as may be fixed by an Aet of the Central
Legislature:

Provided— v
(a) that no such duty sha]l be levied upon estates whose principul value:
does not exceed one lakh of rupees; and

(b) that by way of marginal udjustment, the nmount of estate duty
payable on an estate at the rate applicable thereto under the scale of rates-
of duty shali, where necessary, be reduced so a§ not to exceed the highest
amount of duty which would be payable at the next lower rate, with the
addition of the amount by which the value of the estate exceeds the value -
on which the highest amount of duty would be so payable at the lower rate.

PART V.—VALUE CHARGEABLE

34, Principal value how to be estimated.—(I) The principal value of any
property shall be estimated to be the price which, in the opinion of the Board
it would fetch if sold in the open market at the time of the deceased’s death.

(2) In estimating the principal value under this section the Board shall
fix the price of the property according to the market price at the time of the
deceased's death and shall not make apy reduction in the estimate on account

of the estimate being made on the assumption that the whole property is to be
placed on the market at one and the same time:

Provided that where it is proved to the satisfaction of the Board that the
value of the property has been depréciated by reason of the death of the
deceased, the depreciation shall be taken into account in fixing the price.

85. Valuation of shares in a private company where allenation ip restricted. —
Where the Articles of Association of a private company contain restrictive
provisions as to the alienation of shares, the value of the shares, if not ‘ascertain-
able by reference to the value of the total assets of the company, shall be
estimated to be what they would fetch if they could be sold in the open marked
ou the terms of the purchaser being entitled to be registered as holder subject
to the Articles, but the fact that a special buyer would for his own special
reasons give a higher price than the price in the open market shall be dis-
regarded.

/86. Valuation of interests in expectancy.—Where an estate includes an
interest in expeetancy, estate duty i respect of that interest shall be paid. at
the option of the person accountable for the duty, either with the duty in
saspeet of the rast of the sstnie nr when the interest falls ‘nto possession, and
if the duty is not paid with the estate duty in respect of the rest of the estate,
then—

(a) for the purpose of determining the rate of estnte duty in respect of
the rest of the estate the value of the interest shall be its value at the date
of the death of the deceased; and

(b) the rate of estate duty in respect of the interest when it falls
into possession shall be enleulnted acecord'ng to its value when it falls intc
possession, together with the vnlue of the rest of the estate as previously
ancertained.

87. Valuation of benefits from interests ceasing on death.—The value of the
benefit accruing or arising froin the cesser of an interest ceasing on the death of
the deceased shall— ©o

(a) if the interest extended to the whole inceme of the property, be the
principal valve of that property; and . , '
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(b) if the interest extended to less than the whole income of the pro-.

perty, be the principal value of an addition to the property equal to the
income to which the interest extended.

38. Valuation to be made by the Board.—Subject to the provisions of this

Act, the value of any property for the purpose of estate duty shall be ascertained
by the Board in such manner and by such means as it thinks fit and it it autho-
rises & person to inspect any property and to report the value thereof for
the purposes of this Act, he may enter upon the property and inspect it at such
reasonable times as the Board considers necessary.

89. Oosts of valuation.—Where the Board requires any person to report on

the value of any property for the purposes of this Aet, the reasonable costs of
such valuation shall be defrayed by the Board.

40. Board may accept and certify valuation when comvemient.—The foard
on application fforn a person accounteble for the duty on any property forming
part of an estate shall, where the Board considers that it can conveniently be
done, certify the amount of tle valuation accepted by the Board for any class
or deseription of property forin'ng part of such estate.

PART VI.—DEDUCTIONS

~ 41. Reasonable funeral expenses and, with some exceptions, debig and
incumbrances must be allowed for in determining chargeable value of estate.
Exceptions.—1n determining the value of an estate for the purpose of estate
duty, allowance shall bo made for reasonable funeral expenses and for debts
and incumbrances; but an allowance shall not be made—

(a) for debts incurred by the deceased, or incumbrunces oreated by a
disposition made by the deceased, unless, subject to the provisions of sec-
tion 25, such debts or incumbrances were incurred or created bona fide for
full consideration in monex or monev's worth whollv for the deceased's own,
use and benefit and take effeet out of his interest, nor,

(b) for any debt in respect whereof there is a right to reimbursement
fromm anv other estate or person, unless such reimnbursement cannot be
obtained, nor,

(¢) move than once for the same debt or inoumbrance charged upon
different portions of the estute,

and nny debt or incumbrance for which an allowance is made shall be deducted
from the value of the property liable thereto.

42. Purther exceptions.—Where a debt or incumbrance '1(11” :ieen ifncur;’;d

eated in whole or in part Tor the purpose of or in'consideration for the
;;rﬁ:ézdor acquisition or gxtinotion, whether by operation of law or otherwise,
of any interest in expectancy in any property passing or deemed to pass on the
death of the deceased and any person whose interest in expectancy is so pur-
chased, acquired, or extinguished becomes (l}nder any disposition made by or
through devolution of law from, or under the intestacy of, the deceased) entitled
to any interest in that property, then in determining the value of the estate
of the deceased for the purpose of estate duty no allowance shall. be made in
respect of such debt or incumbrance, and any property charged with any such
debt or incumbrance sball be deemed to pass freed from that debt or
incumbrance:
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Provided {pat—

(a) if part only of such debt or incumbrance was incurred or created
for such purpose or as such consideration as aforesaid, this provision shall
apply to that part of such debt or incumbrance only; and

(b) if a person whose interest in oxpectency in the property 8o
purchased, acquired or extinguished becomes entitled to an interest in
part only of that property, this provision shall apply only to such part of
the debt or incumbrance as bears the same proportion to the whole debt
or incumnbrance as the value of the part of the property to an interest in
which he becomes entitled bears to the value of the whole of that property.

43. Turther exceptions.—(1) Any allowance which, but for this provision,
would be made under section 41 for a debt incurred by the dceceased us
mentioned in clause (a) of that section, or for an incumbrance created by a
disposition made by the deceased ss therein mentioned, shall be subject to

abatement to an extent proportionate to the value of any of the consideration '
given therefor which consisted of—

(a) property derived from the decensed: or

(b) consideration not being such property as aforesaid, but given by
any person who was at any time entitled to, or amongst whose ressurces
there was at any time included, any property derived from the deceased:

Provided that if, where the whole or o part of the cousideration given
consisted of such consideration as i mentioned in clause (b) of this sub- -

section, it is proved to the satisfaction of the Board that the value of the
consideration given, or of that part thereof, as the casc may be, exceeded that
which could have been rendered available by application of all the property
derived from the deceased, othor than such (if any) of that property as is

included in the consideration given or as to which the like facts are proved in
relation to the giving of the consideration as are mentioned in'the proviso te
sub-section (1) of section 1

€ f 5 in relation to the purchase or provision of an
annuity or other interest, no sbatement shall be made in respect of the excess.

{2) Money or money’s worth paid or applied by the deccased in or iowards
satisfaction or discharge of a debt or incumbrance in the case of which sub-
section (1) * * * would have had effect on his death if the debt or
incumbrance had not been satisfied or discharged, or in reduction
of a debt or incumbrance in the case of which that sub-section has effect on
his death, shall, unless so paid or applied three years before the death, be
treated as prope:tﬁ deemed to be includzd in the property passing on the death
and estate duty shall, notwithstanding anything in section 24, be payable in
respect thereof accordingly.

(8) The provision of sub-section (2) of section 15 shall have uffect for the
purpose of this section as they have effect for the purpose of that section.

44. Debts to persons resident out of the Provinces of India not to be deducted
in first instance except from duty-paid property outside the Provinces of India.
—An allowance shall not be made in the first instance for debts due from the
deceased to persons jyesident out of the Provinces of India (unless contracted
to be paid in any Province of India or charged on properties situate within any
Province of India), except out of the value of any property of the deceased
situate out of the Provinces of India in respect of which estate duty is paid; and
there shall be no repayment of estate duty in respect of any such debts, except
10 the extent to which it is shown to the satisfastion of the Board that the
property of the deceased situate in the foreign country in which the person
to whom such debts are due resides is insufficient for their payment.
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45. Oost of realising or administering foreign property may be allowed for
within certain limits,—Where the Board is satisfied that any additional expense
in administering of in realising property has been incurred by reason of the
property being situatu out of the Provinces of India, the Board may make an
wllownuce from the vulue of the property on accouut of such expense not
excoading in any cuse five per cent. on the yalue of the property.

46. Allowance for duty paid in a non-reciprocating country.—Where any
property passing on the death of the deceased is situate in a non-reciprooating
country aid the Bourd is satisfied that by reason of such death any duty is
puyul—)le in that country in respect of that property, the Board may make an
allowance of the whole or any purt of the amount of that duty from the value
of the property.

Ezplanation.—In this section, the expressien ‘‘non-reciprocating country’’ means any country
other than India which has not been declared to be a reciprocating country for the purposes
of thie Act. -

PART VIL—COLLECTION OF TBE DUTY

47. Duty may be collected by stamps or otherwise.—Estute duty may be
collected by stamps or such other means as the Board may prescribe.
48. Payment of duty may be accepted in preascribed Government

securities.—1'he I3ourd may prescribe that Government securities shall be
secepted in payment of estate duty on such terms as it thinks fit.

49. Persons, accountable, and their duties and labilities.—(1) Where any
property passes on the death of the deceased—

(¢) every legul representative to whom such property so passes for
uny beneficial interest in possession or in whom any interest in the pro-
perty so passing is at any time vested,

(b) every Srustee, guardiap, committee or other person in whom any
interest in the property so passing or the management thereof is at any
time vested, and . ,

(¢) every persou in whom any interest in the prcperty so pussing is
vested in possesfion by alienation or other derivative title,

shall be accountable for the whole of the cetate duty on the property passing

on the death but shall not be liable for any duty in excess of the assets of the

decensed which he uctually received or which, hut for his own neglect or
- default, he might have received:

Provided that nothing in this section shall render a person accountable for
duty who acts mevely as agent or bailiff for another person in the management
of property.

(2) Notwithmstanding anything contained in sub-section (J), where an heir-ut-
law proves to the satisfaction of the Board that some other person is in adverse
possession of any assets of the deceased, the.: heir-at-law shall not be aceountable
for the portion of the estate duty payable in respect of such assets:

Trovided that he shall become so accountable if, and to the extent that, he
“gubsecuently recovers possession of such assets,

* * » L]

(3) Every person accountable for estate duty under the provisions of this
section shall, within six months of the death of the deceased or such later tiine
as the Board may sllow, deliver to the Board aud verify to the best of his
knowledge and belief, an account of all the property in respect of which estato
duty is payable.

3
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(#) Where the person accouniable knows of any property which he has not
‘included in his account because he does not know its samount or value, he may
state that such property exists, but he does not know the * amount or value
thereof and that he undertakes, as sooll as the amount and value are ascertained
to bring a supplementary account thereof and to pay both the duty for which
he may be liable in respect of such property and any further duty payable by
reason thereof for which he may be liable in respect of the property mentioned
in the original account.

W

) L

{5) Where {wo or more persous are uccountable, whether in the same capacity
ot in different capucities, for estate duty in respect of any property passing on
the death of the deceased, they shall be liable jointly and severally for the whole
of the estale duty on the property so passing. -

60. Every person believed to be in poseesgion to deliver statemeni 0
particulars of property as required by Board.—Every person accountahle for
estute duty, every company to which, in the opinion of the Board, a transier
of property hus beeu wdde by the deceased as mentioned in section 16, evary °
pevson who is or was at any time an officer or auditor of such a company, and
every petson whom the Board believes to have taken possession cf or adminis-
tered any part of the estate in respect of which duty is leviable on the death
ot the deceased, or of the income of any part of such estate shall, if required
by the Bourd, deliver to the Bourd and verify, to the best of his knowledge

“and belicly a statement of such particulurs together with such evidence as the
Board may require relating to any properly which it has reason to Lelieve to
form part of an estate in respect of which estate duty is leviable on the death
of the deceased.

51. Penalty for wilful default.—A person who wilfully fails to comply with
any of the provisions of section 49 or 50 shull be liable to pay & penalty of
one thousand rupees or a sum @El to double the amount of the estate duty,
if uny, remaining unpaid for which he is acceuntable, acoording us the Board
mauy elect:

Provided that the Board shall have power to reduce the penslty in any
particular case. 4

52. Executor to specify all chargeable property with affidavit of valuation.—
In "Il coses in which o grant of representation is applied for within six months
of the death of the decensed— ‘ '

(a) the cxecutor of the deceased shall, to the best of his knowledgo
and belief, specify in an appropriaté account annexed to the affidavit of
valuation filed in Court under scction 19-1 of $he Court-fees Act, 1870 (VII
of 1870), all the property in respect of which estate duty is payable upom
the death of the deceased and shall deliver a copy of the affidavit with the
account to the Board, and -

(b) no order entitling the applicant to the grant of representation shall
be made upon his application until he has delivered the account prescribed
in clause (a) and has produced a certificate from the Board under section
54 or 57 that the estate duty payuble in respect of the property included
in the account has been or will be paid, or that none is due, as the case
may be. '

63. Estate duty when due and how and when to be collected.—Estate duty,
ghail be due' from the date of the death of the deceased and shall be collected
upon the account delivered under * * * section 49 or clause (a) of section 52
or prepared under sub-section (3) of seation 53, and amended or modified where
necessary as provided in sub-section (I) or sub-section (5) of section 55; and
interest at the rate of three,per.cent. per annum shall be paid on the duty from"

i

!
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the date of the death up to the date of the delivery of the uccount or the
expization of six months after the death, whichever happens first. .

4. Duty to be paid or security for paymenmt furnished on delivery of
acoount and certificate to be granted thereupon.—Upon delivery «f the .gecount
under * * * gection 49 or clause’ (a) of section 52, the person delivering it
shall pay to the Board, or furnish security to the sutisfaction of the ilourd for
the payment of, the estate duty, if any. payuble in respect of the prgperty
included in the wnceount, and the Board shall thercupon grant him a. certificate
that such duty has been or will be paid, or thut none is due, ss the case may Le.

85. Board’s powers in respect of valuations.—(7) If the Board is of opinion
that the person delivering the uccount has under-cstiated the value of the
property in respect of which estute duty is pavable (whether by placing too low
a value on the property included in the ‘acdount or by omitting to. include
therein property that ought to have been included;. the Board may inquire
into the matter in such manner and by such means as it thinks fit and, if still
of opinion that the value of the property hus been under-estimated, may require
him to amend the valuation.

(8) 1f such person does not amend the valuation to the satisfaction of the
Board, the Board may move the High Court to hold un inquiry into the true
value of the property:

Provided that no such motion shall bo made after the expiration of one
year from the date of delivery of the account under * * ¥ gectign 49 or clause
(a) of section 52.

(3) In any case where no nccount has been delivered as required by *
* ¥ section 49 or clause (a) of section 52, {he Board may cause an account of
the property passing upon the death of the deccased to be prepared in such
manner and by such means as it thinks it and may eall upon any person who in
its opinion is accountuble for the payment of the estate duty in  respect of the
property to acecept such account.

(4) Tf such perfon dispﬁﬁas his accountability or the eorrectness of the
account, the Board may move the High C'owrt to hold an inquiry into the
. matter. ’

(5) The High Court whan moved under sub-scetion (?) or sub-section (4
shall hold or cause to be held an inquiry aceordingly and shall record o finding

on the matters in issue. The Board shall be deemed tn he party to the
Inquiry,

(6) Any person authorized by the High Court to hold the inguire may
take such cvidence on onth as he considers necessarv and shall submit 1o, the
Court a report of the rosult of the inquiry togother with the evidence taken by

him and such report and the evidence so tuken shall he evidence in. the
proceeding.

(7) The Central Govemment shall,  within  twelve months  after the
commencement of this Act and may therenfter from time to time, appoint a
nufficient number of qualified persons to act ns valuers for the purpose f this
Act and shell fix & senle of charges for the remuneration of such persons jand
the High Court mny refer any queetion of disauted value Tinder this section to

the arbitration of anv person so appoi g ‘arbitrati
v pe so appoin and the eosta of anv such ‘ar
shall be part of the costs in the cage, ' bitration

(8) An appenl shall lie to the Foedernl Court from anv inder '
i . _the ourt any judmment of ‘the
\I:gh Qourt‘ de]!vereq on 8 motion made under this section in.]ar;_; case -";vh'iéf:
the High ourt certifies to be a fit ‘case for appeal to the Federfal Coupt.

Ad .
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B ion.—*“High Court” in this section means the High Court to which, or to a Coum
subordfaate to which, an application for a grant of representation has been made, or where no
such application has been made, the High Court’ which would have jurisdiotion to entertain
such an application.

56. Grant of representation not to be delayed by Board's motion,—Where
any grant of representation has been applied fer, it shall not be delayed by
reason of any motion made by the Board under section 55.°

57. Certificate of payment of duty, and penalty for non-payment.—-
(1) Where the valuation is amended by the person accountable upon the Bosrd's
requisition under sub-section (1) of gection 55, or is” enhanced by the High
Court upon the Board’s motion under sub-géction (2) of section 55, snd.in any

case where the original valuation hes been discovered to be too low, such
person shall within one month of the amendment or enhancement or discovery
pay the deficit duty which is payable in respect of the property wupon the
amended or enhanced or full valuation and the Board shall thereupon grant
nim a certificate accordingly. . '

(2) Where' the valuation is reduced by the High Court ou the Board's
wotion under sub-section (2) of section 55, the Board shall refund to the person
sccountable any excess duty paid by him and shall grant to him a certificate
that the full duty payable in respect of the property-has been paid.

(3) In any case where no account has been delivered us required by *
% #* gection 49 or clause (a¢) of section 52, the person who is called upon to
accept the account prepared by the Board under gub-section (3) of section 55
shall, within one month of his acceptunce or, as the case may be, of the final
disposal of the motion made under sub-section (4) of section 55, puy the full

duty payable in respect of the property and the Board shall thereupon grant bim
a certificate accordingly. . - '

. (4) If the person accountable doecs mot pay the amount of duty due from
him under sub-section (I) or sub-section (3) within the period specified therein,
he shall be liable to o penalty of one thousand rupees or & sum equal to five
times the amount due according as the Board may elect.

(5) Where a person accountable for the estate duty in respect of any property
passing on a death applies to the Board at any time and delivers and verifies-
a full statement to the best of his knowledge and belief of all property passing
on such death and the several persons entitled thereto, the Board may deter-*
mine the estate duty payable in respect of the property and on puyment of
that duty, the Board shall give him a certifieate accordingly.

58. Commutation of duty in respect of interests in expectancy.—The Board
in its discretion may, upon application by a person entitled to an interest in
expectancy, commute the estate duty which would or might, but for the
commutation, become payable in respect of such interest for a certain sum to
be presently paid, and, for ddtermining that sum, shall cause a present value
to be set upon such duty, regard being had to the contingencies affecting the
Hability to and rate and amount of such duty, and interest being reckoned at
three per cent.; and on the receipt of such sum the Board shall give a certificate
accordingly.

589. Assessment i complicated cases.—Where by reason of the number of
deaths upon which property has pasmjor of the complicated nature of the
interests of different persons in property which has passed on death, or from
any othe}' cause, it is difficult to ascertain exactly the amount of estate dutw
ggzable in wx_;:}slpe:t oi; any property or any interest therein or so to aseertain
the same out uncdue expense in proportior fo the value of the propertv or
iptereat, the Board, on the application of any person accountable fcﬁ' .tll);e duty
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and upon his giving to the Board ull the information in his power respecting
the amount of the property and the several interests therein and other circum-
startecs of the case, may by way of composition for all or any of the duties
payable in respect of the property or interest und the various interests therein
or any of them, assess such sum on the value of the property or interest, as
having regard to the circumstances appears proper, and may accept payment
of the sum 8o assessed in full pauyment of all claims for estate duty in respect
of such property or interest, and shall give a certificate accordingly.

60. Board may allow postponement of payment on terms.—Where the
Bonrd is satisfied that the estate duty leviable in respect of any property
cannot, without excessive sacrifice, be raised at once, it may allew payment
to be postponed for such peiod, to such extent, and on payment of such
interest not exceeding four per cent. or uny bigher interest yiclded by the
property, and on such other terms as it may think fit.

61. Board may remit duty and interest outstanding after twenty years from
death.—If after the expiration of twenty years from a death upon which estate
duty became leviable any such duty remains unpaid, the Board may, if it
thinks fit, on the application of any person accountable or liable for such duty

or interested in the property, remit the payment of such duty or any part there.
of or any interest thereom, )

62. Porms.—All affidavits, accounts, certificates, statements and forms

nsed for the purposes of this Part of this Act shall be in such form and contain
sueh particulavs as ngay be prescribed by the Board and, if so required by the
Board, shall be in duplicate and accounts and statements shall be delivered
and verified on oath and by production of books and documents in the manner
prescribed by the Board and any person who wilfully fails to comply with the
provisions of this section shall be liable to the penalty mentioned in section 51.

63. Recovery of duty and penalties.—Any estate duty or deficit duty and
nny interest or peualty payable under this Act may, on the certificate of the
Board, be recovered from the person liable thereto as if it were an arrear of
lnnd-revenae by any Collector in any Province of India.

PARY VIII —CHARGE OF ESTATE DUTY ON PROPERTY AND FACI-
LITIES FOR RAISING IT

64 Estate duty a first charge on property liable thereto.—(1) Subject: to the
provisiona of section 18. the estate duty payable in respect —of property,
movable or immovable. passing on the death of the decensed, shall be a first
charge on the immovable property so passing (including agricultural land) in
whomsoever it may vest on his death after the debts~and incumbrances allow-
able under Part VI of this Act: and any private transfer or delivery of such
property shall be void ugainst any claim in respéet of such estate dufy.

(2) A rateable part of the estate duty on an estate, iv proportion to the
vulue of any beneficial interest in possession in movable propertv which passes
to any perdon (other than the legal representative of the deceased) on the. death
of the deceased shall be a first charge on such interest:

Provided that the property shall not be so chargeable ns upainst a bona fide
purchaser thereof for vsaluable consideration without notice.

() The Board may relesse the whole or any purt of anv ﬁroy»ert.y' whether

movabie or immovable. from charge under this section in such circumstances
und np such conditions as it thinks fit. '
» .

* [ ]
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85. Discharge from estate duty in certain cases.—A .certificate granted by
the Board under section 57 or scetion 59 shall discharge the property included
therein and fhe grantee su far as regards thav property from any further olaim
for estate duty, but shall not discharge any person or property from estate duty
in case of fraud or failure%o discloss* material facte and shall not affect the duty
puyable in respect of any property afterwards shown to have passed on the

death nor any further duty payable by reason thereof in respect of the property
included in the certificate:

Provided nevertheless that a certificate purporting fo be a discharge  of the
whole estate duty payable in respect of any property included in the certificate

shall exonerate a bona fide purchuser for valuable consideration without notice
from the duty notwithstanding arv such fraud or failure.

66. Person accountable to be repaid by trustees and owners in certain
cases.—If a person accountable under scetion 49 pays any part of the estate
duty in respect.of any properte not passing to hitm, it shall, where occasion
tequires, be repaid to him by the trusteis or owners of the property.

67. Facilities for paying duty or raicing amount already paid.—(I1) A person
authorized or required to pay estate duty in respect of any property shall, for
the purposes of paying the duty, or raising the amount of the duty when
already paid, have power, whether the property is or is not vested in him. to
raise the amount of such duty and any interest and expenses properl} paid or
imcurred by him in respect thereof, by’ the sule or mortgage of or & terminable
charge on that property or any part thercof.

(@) A person having an interest in nny propertv, who pays the estate duty
in respect of that property. shall be nntitled t~ the like charge. as if the actate
gl_xty in respect of that propertv had-heen raised by means of 8 mortgage to

im.

{3) Any money arising from the side of propertv comprised in a settlement
or held upon trust to lay out upon the trusts of a settlemens may he axpendad
in paying anyv estate dute in respect of property comvrired in the rettlement snd
held upon the same trusts.

PART IX.—MISCELLANEOUS

68. Jurisdiction of Oourts bafred save as expressly provided.- -Save as
provided in this Act, nothing done or in good faith purporting to be done by the
Boord under this Act shall be called in question in any Court

69. Discharge of functions of Board by officers and authorities empowered
by the Central Government.—(7) The Central Government nray, by notification
in the official Gazette, empower any officer or authority to discharge the func-
tions of the Board under this Act or the rules made under this Act in respect
of any specified matter.

(2) Where under this Act or the rules made under this Act the opinion. belief
or state of mind of the Board is relevant in anv matter, the opinion, belief. or
state of mind of the officer or authority emwvowered in resnect of such matter
under sub-section (1) shall be decmced lo be that of the Board.

70. Rule-making powers of the Board.—Subjeet to the condition of previous
publication, the Board may make rules not inconsistent witk this Act. wvres-
eribing all matters which by this Act are required or permitted to be prescribed,
nr which are necessarv or convenient to be prescribed for carrving out the nu».
poses’ of or giving effect to this Act
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