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4. Section 8 of the principal Act is hereby amended in g:?gd?g}l of
. . . . . 5 mon
subsection (3) by the insertion immediately after the words principal Act.
“deemed to be” of the words “an amount received in respect

of”.

5. Section 14 of the principal Act is hereby amended Amendment of
section 14 of

in the following respects— principal Act.

(@) in subsection (2) by the deletion of paragraph (n) and
the substitution therefor of the following new para-
graphs—

“(n) in the case of expenditure incurred in mining a
specified mineral, any expenditure, as defined in
Part 111 of the Second Schedule, incurred during
such year of income;

(o) any expenditure of a capital nature incurred in
such year of income by the owner or tenant of
any agricultural land, as defined in the Second
Schedule, on clearing such land, or on clearing
and planting thereon permanent or semi-
permanent crops;

(p) any expenditure of a capital nature incurred by
any person on scientific research for the pur-
poses of a trade carried on by him.”;

(b) by the addition of the following new subsection—

“(7) For the purposes of paragraph (p) of sub-
section (2) of this section—

(@) “scientific research™ means any activities in the
fields of natural or applied science for the exten-
sion of human knowledge;

(b) expenditure of a capital nature on scientific
resecarch does not include any expenditure
incurred in the acquisition of rights in, or arising
out of, scientific research but, subject thereto,
does include all expenditure incurred for the
prosecution of, or the provision of facilities for
the prosecution of, scientific research;
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(c) “scientific research for the purposes of a trade”
includes—
(i) any scientific research which may lead to. or
facilitate, an extension of such trade or., as
the case may be, of trades in that class;

(11) any scienlific research of a medical nature
which has a special relation to the welfare
of worksars employed in that trade, or, as
the case may be, trades ol that class.”.

6. Section 18 of the principal Act is hereby amended.
in subsection (la). by the deletion of the words “the gains or
profits from™ and the substitution therefor of the words “the
surplus from which shall be ascertained in the manner pro-
vided for in this section for ascertaining gains or profits and
which shall be deemed to be gains or profits™.

7. Scction 23 of the principal Act is hereby amended
by the insertion, at the commencement of subparagraph (i) of
paragraph (b) of the proviso to subsection (1), of the expres-
sion “where the transaction was completed before Ist August.
1962,”.

8. Section 34 of the principal Act is hereby amended.
in paragraph (@) of subsection (3). by the insertion immediately
after the word “residue™ of the words “paid out of such aggre-
gate income”.

9. Section 38 of the principal Act is hereby amended

(@) in item (@) of subparagraph (i) of paragraph (A4) of
subsection (2), by the deletion of the figures “324"
and the substitution therefor of the figures “257;

(b) in item (b) of subparagraph (i) of paragraph (A) of
subsection (2), by the deletion of the figures *271"
and the substitution therefor of the ficures “20”;

(¢} in subparagraph (ii) of paragraph (4) of subsection
(2}, by the deletion of the words “having regard only
to the final determination of such total income, after
the end of such accounting period”;

{d) in subsection (3), by the deletion of the figures “15”
and the substitution therefor of the figures “10”’; and

(e)in the proviso to paragraph (@) of the definition of
“development expenditure™ in subsection (5), by the
deletion of the figures “47” and the substitution

therefor of the figures “31”.
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10. Section 40 of the principal Act is hereby amended,
in subsection (2). by the insertion immediately after the words
“such winding-up commenced” of the words “or where the
Commissioner determines it to be just and reasonable any
preceding accounting period”.

11. The principal Act is hereby amended by the inser-
tion immediately after section 60 of the following new

section—

“Corpora- 60a. (1) In addition to the tax charged at the

lion tax. . . . .
rate specified in section 59 or section 62, as the case
may be, there shall be charged for the year of
income 1961 and for each subsequent year of income
on the chargeable income of a person, other than an
individual, a trustee or a controlled company, a tax
to be known as corporation tax at the corporation
tax rate for such year of income:

Provided that, except in the case of the invest-
ment income of an insurance company, where, in
the year of income 1961 or any subsequent year,
the income of a person other than an individual, a
trustee or a controlled company includes a dividend
from a company—

(a) if the person has chargeable income in such
year, then the dividend, or such part there-
of as shall be necessary to reduce the
chargeable income to nil, shall be deducted
from the income which would otherwise
be chargeable to corporation tax; and

(b)if the person has no chargeable income in
such year, or if the whole of the dividend
has not been deducted from the charge-
able income in accordance with paragraph
(@) of this proviso, then the dividend or
that part of the dividend which has not
been so deducted, as the case may be, shall
for the purposes of this proviso only, be
deemed to be income of the next subse-
quent vear in respect of a dividend from
a company:
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18. The Second Schedule to the principal Act is hereby
repealed and replaced by the following new Schedule and in
such new Schedule the repealed Schedule shall be referred to
as “the repealed provisions™;—

“SECOND SCHEDULE (ss. 4, 5 and 14)

ParT [—DepucTions IN RESPECT OF CAPITAL EXPENDITURE
oN CERTAIN BUILDINGS

1. (1) Subject to this Schedule, where during any year of income
a person is entitled to the relevant interest in an industrial building on
the comstruction of which capital expenditure was incurred, a deduc-
tion equal—

(a) in any case where the amount of the deduction has not been
increased under this Schedule and which is not a case referred
to in item (c), to one-twenty-fifth; and

(b) in any case where such amount has been so increased, to such
fraction as so increased ; and

(c)in any case referred to in item (c) of subparagraph (1) of
paragraph 5, to three-fiftieths.

of that expenditure shall be made in computing the gains or profits of
such person for such year of income:

Provided that where such person was entitled to such relevant
interest for part only of such year of income the deduction shall be
proportionately reduced.

(2) Notwithstanding anything in this Part, in no case shall the
amount of deduction for any year of income exceed that which,
apart from the making of such deduction, would be the residue of
expenditure at the end of such year of income.

2. Notwithstanding the provisions of subparagraph (l) of para-
graph 1, where the Commissioner is satisfied that, having regard to
the type of construction or to the use to which any industrial building
is put, its life is likely to be substantially less than twenty-five years,
he may, upon the application of the person entitled to the relevant
interest therein. increase the amount of the deduction to such an
amount as he may consider just and reasonable; and all the provisions
of this Part shall apply accordingly.

3. In this Part, the residue of expenditure at any time shall be—

(a) in relation to a building which had not been used before the
year of income 1962, the capital expenditure incurred on the
construction of the building less any deductions made under
this Part or any deductions which would have been made
had the building been an industrial building when first used ;

(b) in relation to a building which at the end of the year of income
1961 was an industrial building for the purposes of the
repealed provisions, the residue of expenditure as ascer-
tained under paragraph 5 of those provisions less any
deductions made under this Part:
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(iv) for the purposes of a trade which consists in the storage
of goods or materials—

(A) which are to be used in the manufacture of other
goods or materials ; or

(B) which are to be subjected, in the course of a trade,
to any process ; Or

(C) which, having been manufactured or produced or
subjected, in the course of a trade, to any process,
have not yet been delivered to any purchaser; or

(D) on their arrival by sea or air into any part of East
Africa; or

(v) for the purpose of a trade consisting in all or any of the
following activities, that is to say ploughing or culti-
vating agricultural land as defined in paragraph 26 (other
than land in the occupation of the person carrying on
the trade) or doing any other operation on such land, or
threshing the crops of another person ; or

(vi) for the purposes of such trade as may be prescribed by
the Authority as being within the provisions of this
paragraph either generally, or in relation to a particular
class, or in a particular instance within such class;

(b) a prescribed dwelling-house, that is to say a dwelling-house
constructed for and occupied by employees of a trade carried
on by the person entitled to the relevant interest in such
dwelling-house, and which conforms with such conditions as
may be prescribed ;

{c) a building which is in use as an hotel or part of an hotel and
which the Minister responsible for the finances of the Terri-
tory in which the hotel is situated has certified to be an
industrial building ; and in any case where any capital expen-
diture was incurred prior to Ist January, 1958, on any such
industrial building which was a new building the construction
of which was commenced before but was completed after
such date, then such capital expenditure shall be deemed to
have been incurred on such date but, in any other case, such
a building shall be deemed not to be an industrial building
in respect of any capital expenditure incurred prior to such
date ;

(d) a building in use for the welfare of workers employed in any
trade or undertaking referred to in item (4) of this sub-
paragraph.

(2) Item (&) of subparagraph (1) shall apply in relation to a pari
of a trade or undertaking as it applies in relation to a trade or under-
laking:

Provided that, where part only of a trade or undertaking complies
with the conditions set out in such item, a building shall not, by virtue

of this subparagraph, be an industrial building unless it is in use for
the purpose of such part of such trade or undertaking

No, 11
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(2) Where, when he incurs capital expenditure on the construction
of a building, a person is entitled to two or more interests in the
building and one of those interests is an interest which is reversionary
on all the others, that interest shall be the relevant interest for the

purposes of this Part.

(3) An interest shall not cease to be the relevant interest for the
purposes of this Part by reason of the creation of any lease or other
interest to which that interest is subject, and, where the relevant interest
is a leasehold interest and is extinguished by reason of the surrender
thereof or on the person entitled thereto acquiring the interest which
is reversionary thereon, the interest into which that leasehold interest
merges shall thereupon become the relevant interest.

7. A building which was an industrial building at the end of the
vear of income 1961, or at any time thereafter, shall be deemed to
continue to be an industrial building notwithstanding any change of
use or period of disuse.

8. (1) Any reference in this Part to the incurring of capital expen-
diture on the construction of a building does not include capital
expenditure on the provision of machinery or on any asset which has
been treated for any year of income as machinery.

(2) References in this Part to capital expenditure incurred on the
construction of a building do not include any capital expenditure on
the acquisition of, or of rights in or over, any land.

ParT IT—DrpucTions 1N RESPECT OF CAPITAL EXPENDITURE
oN MACIHINERY

9. (1) Subject to this Part, where, during any year of income,
any machinery owned by a person is used by him for the purposes
of his trade, there shall be made in computing his gains or profits for
that year of income a deduction (in this Part referred to as a “wear
and tear deduction™),

(2) The amount of the wear and tear deduction for any year of
income shall be the appropriate percentage of the written down value
at the end of such year, before making such deduction, of the
machinery classified as follows—

(i) tractors, combine harvesters, heavy earth-moving equipment
and such other heavy self-propelling machines of a similar
nature as in his discretion the Commissioner, having regard
to the likely usage and depreciation in any particular case
may agree. and any specific items, but not necessarily any
like replacements therefor, for which a wear and tear deduc-
tion was granted under the repealed provisions calculated
at the rate of 331 per cent per annum of the written down
value or at a higher rate;

(ii) other seif-propelling vehicles, including aircraft ;
(iii) all other machinery, including ships ;

and the appropriate percentage shall be 374 per cent for class (i),
25 per cent for class (ii) and 121 per cent for class (iii).
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(c) where, in the case of a balancing deduction, the total income
for such year of income before taking account of such
deduction is less than the amount of such deduction, the
excess may be carried back and allowed in calculating the
total income of the next preceding year of income, and so on,
for as long as is necessary for such deduction to be absorbed
by the total income of preceding years, not exceeding in all
six in number.

(2) Subject to this Part where on the cessation of a trade a
balancing deduction or a balancing charge is to be made under this
paragraph and—

(@) no sale moneys are received by the person owning such
machinery, or the written down value at the time of such
cessation exceeds those moneys, the balancing deduction shall
be the written down value at the time of such cessation, or
the excess thereof over such moneys, as the case may be;

(b) the sale moneys exceed the written down value, if any, at the
time of such cessation, the balancing charge shall be the
amount of such excess or, where the written down value is
nil, the amount of such moneys, as the case may be.

14, Where a person succeeds to any trade which until that time
was carried on by another person, and machinery which, immediately
before the succession was in use for the purposes of the trade without
being sold is, immediately after such succession, in use for the
purposes of the trade, such machinery shall, for the purposes of this
Schedule, be treated as if it had been sold at the date of the succession
to the person or persons carrying on the trade immediately thereafter
and as if the net proceeds of the sale had been the written down value
of the machinery.

15. (1) This paragraph shall have effect in relation to sales of any
machinery where either—

(a) the buyer is a body of persons over whom the seller has con-
trol, or the seller is a body of persons over whom the buyer
has control, or both the seller and the buyer are bodies of
pmersons and some other person has control over both of

em; or

(b) it appears with respect to the sale or with respect to trans-
actions of which the sale is one, that the sole or main benefit
which, apart from this paragraph, might have been expected
to accrue to the parties or any of them was the obtaining of
a deduction under this Schedule.

(2) Where the machinery is sold at a price other than that which
it would have fetched if sold in the open market, then, subject to this
paragraph, the like consequences shall ensue for the purposes of this
Schedule to all persons concerned as would have ensued if the
machinery had been sold for the price which it would have fetched
if sold in the open market.
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(3) Subject to subparagraph (4). where the saie is one to which
item («) of subparagraph (1) applies and item (h) of such subparagraph
does not apply, and is a sale which would give rise to a balancing
charge, and the parties to the sale by notice in writing to the Commis-
sioner so elect, then subparagraph (2) shall not have effect but the like
consequences shall ensue to the buyer and seller as would have ensued
if the price for which the machinery was sold had been the written
down value.

(4) An election mav not be made under subparagraph (3) if either
the buyer or the seller 1s at (he time of the sale a non-resident person.

16. Where any machinery owned by a person is during any year
of income used by him for the purposes of a trade carried on by him
and also used by him for other purposes, then in delermining the
amount of any wear and tear deduction or any balancing deduction
or balancing charge or any amount treated as a trading receipt or the
written down value of such machinery for any year of income, regard
shall be had to all the relevant circumstances of the case and in
particular to the extent of the use for such other purposes and ihic
Commissioner shall make such adjustments as he muy determine to
be just and reasonable.

17. For the purposes of this Schedule where cupitul expenditure
in excess of £1.500 was incurred on or after Ist January, 1961, in
respect of a road vehicle other than a commercial vehicle or a vehicle
whose purchaser is a person whose main business is the transport of
goods or persons or the hire or sale of vehicles, such capital expen-
diture shall be deemed to be £1,500; and where any such road vehicle
is sold the sale price shall be deemed to be such proportion of the
proceeds of sale as the Commissioner may determine to be just and
reasonable, having regard to the original purchase price and the
proportion thereof deemed under this paragraph to be capital
expenditure.

18. This Part shall, with any necessary adaptations, apply in
relation to any business, profession, employment or vocation as 1t
applies in relation to a trade.

PART I1I—DEDUCTIONS IN RESPECT OF MINING OPERATIONS
19. (1) In this Part, unless the context otherwise requires—

“expenditure” means capital expenditure incurred in East Africa
by any person carrying on a trade of mining—

(a) in searching for or in discovering and testing deposits of
minerals, or in winning access to those deposits, whether or
not such search is, or such deposits are, in an area contiguous
to any mine in relation to which such person carries on the
trade of mining ;

(b) in the acquisition of, or of rights in or over, such deposits.
other than the acquisition from a person who has carried on
a trade of mining in relation ta such deposits :
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(c)in the provision of machinery which would have little or no
value to such person if the mine ceased to be worked on the
termination of the year of income in respect of which any
claim for a deduction has been made under this Part, and
any premium, or consideration in the nature of a premium,
paid for the use of such machinery ;

(d) on the construction of any building or works which would
have little or no value if the mine ceased Lo be worked on
the termination of the year of income in respect of which
any claim for a deduction has been made under this Part;

{¢) on development, general administration and management prior
to the commencement of production or during any period of

non-production:
Provided that the expression “expenditure™ shall not include—

(i) any expenditure on the acquisition of the sile of such deposits,
or of the site of any such buildings or works, or of rights in

or over any such site ;

(ii) any expenditure on works constructed wholly or mainly for
subjecting the raw product of such deposits to any process
except a process designed for preparing the raw product for
use as such;

“mineral” does not include any common c¢lay, murram, sand,
limestone, sandstone, brine, diatomite, gypsum, anhydrite, sulphur,
dolomite, kaolin, bauxite, any sodium or potassium compounds, or
any other commonly found mineral, unless it has been obtained by
underground mining operations ;

“mining" includes every method or process by which any mineral
is won.

(2) Any reference in this Part to assets representing any expen-
diture includes, in relation to expenditure on searching for, discovering
and testing deposits, any results obtained from any search, exploration
or inquiry upon which the expenditure was incurred.

20. (1) (a) Subject to this Schedule, where a person carrying on a
trade of mining incurs expenditure in any year of income there shall
be made, in computing his gains or profits for such year of income. a
deduction equal to two-fifths of such expenditure and in each of the
following six years of income a deduction equal to one-tenth of such
expenditure.

(b) Subject to this Schedule, where an annual deduction was made
by a person carrying on a trade of mining under paragraph 22 of the
repealed provisions in respect of capital expenditure incurred before
the end of the year of income 1961, there shall be made in computing
his gains or profits for the year of income 1962, and thereafter, a
deduction equal to the annual deduction which would have been made
for such year of income in respect of such expenditure had the
repealed provisions remained in force.
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24. Where, under subparagraph (2) of paragraph 23, the purchaser
of any assets representing expenditure is deemed to have incurred
expenditure to which this Part applies equal to the price paid by
him for such assets, then the sum received by the vendor as the
price for such assets, after deducting therefrom any expenditure
incurred by him in selling such assets and any expenditure incurred
by him in East Africa on searching for, discovering, testing and
winning access to any mineral deposits, so far as such expenditure
has not been otherwise deducted io ascertaining his total income
for any year of income, shall be treated as a tradiog receipt for the
year of income in which the sale took place:

Provided that if such vendor requests the Commissioner in
writing to exercise his power under this proviso, the Commissioner
may divide the amount of such sum into so many portions, not
exceeding six, as he may think fit, and one such portion shall be
taken into account jn ascertaining the total income of such vendor
for the year of income in which such sale took place and for each
of the previous years of income corresponding to the number of
such portions.

PART IV—DEDUCTIONS IN RESPECT OF CAPITAL EXPENDITURE
ON AGRICULTURAL LAND

25. (1) Subject to this Schedule, where in any year of income
the owner or tenant of any agricultural land incurs capital expenditure
on the construction of farm works there shall be made, in computing
his gains or profits for such year of income and the four following
years of income, a deduction equal to one-fifth of such expenditure.

(2) No capital expenditure shall be taken into account for the
purposes of this paragraph unless it is incurred for the purposes
of husbandry on the agricultural land in question.

(3) Where the capital expenditure—

(a)is on a farmhouse, one-third only of such expenditure shall
be taken into account or, if the accommodation and
amenities of the farmhouse are out of due relation to the
nature and extent of the farm, such lesser proportion thereof
as the Commissioner may determine lo be just and reason-
able;

{h)is incurred on any assets other than a farmhouse, being an
asset which is to serve partly the purposes of husbandry and
partly other purposes, then only such proportion thereof
as the Commissioner may determine to be just and reason-
able shall be taken into account for the purposes of this
paragraph.

(4) Subject to this Schedule, where an annual deduction was
made by the owner or tenant of any agricultural land under paragraph
30, or 32 (l) (b) of the repealed provisions in respect of capital
expenditure incurred before the end of the year of income 196].
there shall be made, in computing his gains or profits for the vear
of income 1962 and thereafter, a deduction equal to the annual
deduction which would have been made for such year of income in
respect of such expenditure had the repealed provisions remained in
force.
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PART V—INVESTMENT DEDUCTIONS

27. (1) Subject to this Schedule, where-—

(a)a resident person carrying on the business of a ship owner
incurs capital expendilure in any year of income on the
purchase, and subsequent refitling for the purposes of such
business, of any power-driven ship of more than 495 tons
gross where the expenditure on such refitting is incurred
prior to the user of such ship by the purchaser and repre-
sents not less than 25 per cenl of the total capital expenditure
so incurred; or

(b)a person incurs capital expenditure to which this Schedule
applies on the construction of an industrial building where
such construction commenced after the Sth June, [962,
and which is 10 be used by him or by a lessee for the
purposes of a trade which consists in the manufacture
of goods or materials (but not for processing, refining.
cooking or packing of any foodstuffs, agricultural or animal
products or other raw materials or for otherwise making
marketable or more readily marketable any such food stuffs,
agricultural or animal products or other raw materials
for sale as such) and on the purchase and installation of
machinery in such building for the purposes of such trade,

there shall be deducted in computing his gains or profits for the year
of income in which the ship or building is first so used a deduction
(referred to as an “investment deduction”) equal—

(i)in the case of capital expenditure upon such a ship, to 40
per cent of such expenditure;

(il in the case of capital expenditure on such a building and
machinery. to 10 per cent of such expenditure,

28. (1) Where capifal expenditure is incurred on the construction
of an industrial building to which paragraph 27 applies and before
that building is used the relevant interest (as defined in paragraph
6) therein is sold. then the provisions of paragraph 4 shall apply.

Parnt VI—MISCELLANEOUS PROVISIONS

29. (1) (a) Any reference in this Schedule to the sale of any
property includes a reference to the sale of that property together
with any other property; and, where property is sold together with
other property, so much of the net proceeds of the sale of the whole
property as the Commissioner may determine to be just and reason-
able as properly attributable to the first mentioned property shall,
for the purposes of this Schedule, be deemed to be the net proceeds
of the sale of the first mentioned property, and references to expen-
diture incurred on the provision or the purchase of property shall be
construed accordingly.

(b) For the purposes of this paragraph all the property which
is sold in pursuance of one bargain shall be deemed to be sold
together, notwithstanding that separate prices are, or purport to be.
agreed for separate items of that property or that there are, or purport
to be. separate sales of separate items of that property.
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(3) Where a person, for the purposes of a trade carried on or
to be carried on by him or by a tenant of land in which he has an
interest, contributes a capital sum to expenditure on the provision
of an asset being expenditure which, apart from subparagraph (1),
would have been regarded as wholly incurred by another person and
in respect of which, apart from such subparagraph, a deduction
would have been made under this Schedule, then, subject to this
paragraph, such deductions, if any, shall be made to the contributor
as would have been made to him if his contribution had been
expenditure on the provision, for the purposes of that trade, of a
similar asset.

(4) Subject to this Schedule, the amount of the deductions and
the manner in which they are to be made shall be determined on the

following basis:—

(a) the asset shall be deemed to continue at all material times to
be in use for the purposes of the trade;

(h) where the asset is machinery and, when the contribution was
made, the trade was carried on or was to be carried on by
a tenant of land in which the contributor has an interest, the
contributor shall be deemed to have let the machinery to
such tenant on such terms that the burden of the wear and
tear thereof falls directly on the contributor.

(5) Where, when the contribution was made, the trade for the
purposes of which it was made was carried on or was to be carried
on by the contributor, then, on any transfer of the trade or any part
of the trade—

(«) where the transfer is of the whole trade, the deductions there-
after shall be made to the transferee;

(b) where the transfer is of part only of the trade, item (a) shall
have effect with respect to so much of the deduction as the
Commissioner may determine is properly referable to the
part of the trade transferred.

(6) Where, when the contribution was made, the trade was
carried on or was to be carried on by a tenant of land in which the
contributor had an interest, the deduction for any year of income
shall be made to the person who is entitled to the contributor’s
interest in the land, and references in this Schedule, for the purposes
of Part I, to the relevant interest shall, with the necessary modifica-
tions, apply in relation to a contribution made for the purposes of
a trade carried on or to be carried on by a tenant of land as they
apply in relation to expenditure incurred on the construction of a

building.

32. If a deduction is made under any Part in respect of any
property, or in respect of capital expenditure on any property,
in computing the gains or profits of any person for any year of income
then, to the extent to which such a deduction has been made, no
further deduction shall be made under that Part or any other Part
or under any other provision of this Act in respect of, or in respect
of capital expenditure on, that property in ascertaining the total
income of that person for the same or any previous or subsequent
vear of income:
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