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ACT No. 11 of 1962

TH E EAST AFRrCA N INCOME TAX (MANAG EMENT )
(AMEN DM ENT) ACT, 1962

Assented to on behalf of the Ea st African Com mon
Services Organizati on.

R . G . T UR N BULL,
Dille : 9th October. / 962 . G0 1'NIIN- Gell cral of T anganyika.

P. M . RENISON ,
Dote : 91h October. 1962. Governor o] K env a.

W. F. COU TT S,
Date : 5!1J October. 1962. Go vernor of Uganda.

AN ACT TO AMEND THE EAST AFRICAN INCOME
TAX (MANAGEMENT) ACT, 1958

Dale of com mencem ent : 9! h October, /9 62

ENACT ED by the Go vernor-General of Tangany ika, the
Governor of Kenya and the Governor of Uganda on behalf
of the East African Co mm on Services Organizati on with the
advice and ca n Il t of the East African Central Legisla tive
Assembly .

1. (1) This Act may be cited as t.he East A frican Income
Tax (Ma nagement) (Amendment) Act , 1962, and shall be read
an d construed as one with the East African Income Tax.
(Management) Act, 1958, here ina fter referred to as the
pr incipal Ac t.

(2) Subject to subsections (3) and (4), the p ro visions of
this Act sha ll be deemed to have come into operat ion on 1st
January, 1962, and shan have effect in relation to assess men ts
for the year of income 1962 and for each subsequen t year of
in come.

(3) The provisions of sections 6 a nd 8, a nd in so far as
Item 51 as conta ined in su bparagra ph (iii) of paragra ph (0) is
concerned , section 17 shall be dee med to have come int o
operation on 1st January, 1958, an d shall have effect in
rela tion to assessments for the year of income 1958 a nd for
each subsequen t yea r of incom e.

(4) The provisions of sect ion 2 (excep t for par agraph (e)),
sect ions 4, 9. 10, 11, 12 and sec tion 13 (except for paragraph
(i i) of the proviso conta ined therein) shall be deem ed to have
come into operation on 1st January, 1961, and shall have
effect in relat ion to assessments for the year of income 1961
and for each subseq uent year of income.
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2. Section 2 of the principal Act is hereby amended in
subsection (1)-

(a) by the insertion in the definition of "body of persons"
immediately after the figures "59" of the expression
'\ 60A":

(b) by the insertion immediately after the definition of
"controlled company" of the following defin itions-

""corporation tax" means the tax charged
under section 60A of this Act"; and

" "corporation tax rate" means the corporation
tax rate specified in the appropriate Terr ito rial
Income Tax Ordinance";

(c) by the insertion immediately after the definition of
"officer" of the following definition-

""permanent or semi-permanent crops" means
cashew nuts, citrus . cloves, coconuts, coffee, essen tia l
o ils, New Z eala nd flax, passion fruit ) pawpaws, pine
apples, pyrethrum , sisal, wattle, suga r cane, tea.
rubber, vanilla , apples, pears, peaches. plums ,
apricots and such other crops as the Authority Oldy
by order specify;" ;

(d) by the insertion in the definition of "pe rso n" immed i
at ely after the figures "59" of the expression
".60A";and

(e) by the insertion in the. definition of " tax" of the expres
sion " . corporation tax " immediately after the words
" income ta x" .

3. Section 7 of the principal Act is hereby amended
by the renurnberi ng of the existing section as subsection (l )
thereof and by the additi on a fter subsection (] ) as so
renumbered of the following-

"(2) Notwithstanding the provisions of sec tion 3 of
this Act, a dividend paid to a non-resident person by a
resident co mpany sh all, except in the case of an issu e or
an amount deemed to be a dividend by paragraph (c)
or (d) of subsection (1) of this section or by subsection
(2) of section 40 of this Act, be deemed not to be income
of such per son chargeable to tax."
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4. Section 8 of the pr incipal Act is hereby amended in
subsection (3) by the inser tion immediately af ter the words
"d eemed to be" of the words "an amount received in respect
of" .

5. Section 14 of the principal Ac t IS hereby amended
in the following respects-

(a) 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 mini ng a
specified mineral , any expendit ure, as defined in
Part III of the Second Schedule, incurr ed dur ing
such year of income;

(0 ) 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 cleari ng
an d planting thereon permane nt or semi
permanent crops;

(p ) any expenditure of a capital na ture incurred by
any person on scien tific research for the pur
poses of a trade car ried on by him." ;

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

"(7) For the pur poses of paragraph (p) of sub
section (2) of this section-

(a) "sc ientific research" means any activ ities in tbe
fields of natural or applied science for the exten
sion of human knowledge;

(b) expenditure of a capital nature on scien tific
research does not include any expenditure
incurred in the acqui sit ion of righ ts in, or arising
out of, scientific research but, sub ject thereto,
does include all expenditure incurred for the
prosecution of, or the pro vision of facilities for
the prosecut ion of, scient ific research;
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(r) " scientific resea rch for the pur poses (" 1' a trad ,"
includes-

(i) a ny scientific r .sca rch which may lea d to. or
facilita te, an extension of such trade or. ;IS

the ca se ma y be, o f trades in that cla ss;

(ii) any scientific research of a medica l na ture
which has a special relation to the welfare
of workers employed in tha t trade, or , as
the case may be, trades of tha t clas s," ,

6. Section 18 of the principal Act is hereby am ended .
in subsect ion (I A) . by the dele tion of the wor Is " the gains or
profits from" and the substitution therefor of the words " the
surplus f rom which shall be ascertained in (he manner pro
vided for in th is section for ascer taining ga ins or profits and
which shall be deemed to be gains or profit s" ,

7. Section 23 of (be principal Act is hereby amended
by the inserti on, at the commencemen t of subparagra ph (i) f
para graph (b) of the proviso to subsection (I), of the expres
sia n "where the transaction was com pleted before 1st August.
1962, " ,

8. Section 34 of the principal Ac t is hereby amended
in pa ragraph «(1\ of subsection (3) , by the insert ion immediately
after the word " res idue" of the words " pa id out of such aggre
gate income" ,

9. Section 38 of the principal Act is hereby amended
(a) in item (0) of subparagraph (i) of paragra ph (A) of

subsect ion (2), by the deletion of the figures " 32·l "
and the sub stitution therefor of the figures " 25";

(b) in item (b ) of subparagraph (i) of paragra ph (A ) of
subsection (2), by the deletion of the figures " 27-r '
a nd the substitu tion therefor of the fi gures "20";

(c) in subpa ragra ph (ii) of pa ragra ph (A ) of subsection
(2 ), by the deleti on of the words "having re~a r d only
to the fina l determination of such tota l income, after
the end of such accounting period";

(til in su bsection 0), by the deletion of the figures "IS"
<lI1 e1 the substitution therefor of the fi gures " 10" ; and

(e) in the proviso to pa ra graph (a ) of the definition of
"d evelop ment expendit ur e" in Sl bsection (S), by the
delet ion of the figures " 47" and the substitution
therefor of the figu res "3 I",
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10. Section 40 of the princip al Act is hereby amended .
in subsection (2). by the insert ion immed iately af ter the words
"such winding -up commenced" of the words "or where the
Com missioner determines it to be just and reaso nable any
preceding accounting period" .

11. The pri ncipal Ac t is hereby a mended by the inser
tion immedia tely after section 60 of the followin g new
section-

No. 11
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" Cor pora
lion tax .

60A. (1) In addition to the tax charged a t the
ra te specified in sect ion 59 or section 62, as the case
may be, there sha ll be cha rged for the year of
income 1961 and fo r eac h subseque nt year of income
on the chargeabl e income of a person, other than an
individua l. a trustee or a contro lled company, a tax
to be known as corpora tion tax a t the corporation
tax ra te for such year of income :

P rovided tha t, except in the case of the invest
ment income of an insurance company, where , in
the yea r of income 196 1 or any su bsequent year,
the income of a person other than an individual , a
tr us tee or a controlled company includes a dividend
from a company-

(a ) if the person has chargea ble income in such
yea r, then the dividend, or such part there
of as shall be necessary to reduce the
chargeable income to nil, shall be dedu cted
from the income which would otherwise
be cha rgeable to corporation tax; and

(b) if the person has no chargea ble income in
such year, or if the whole of the div idend
has not been deducted from the charge
able income in accordance with paragraph
(a ) of thi s provi so, then the d ivide nd or
tha t part of the dividend which has not
been so deducted, as the case may be, shall
for rhe pur poses of this proviso on ly, be
deemed to be income of the nex t subse
quent year in respect of a dividend from
a company:
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Provided further tha t-

(a) in the case of a resident person to which
this sec tion applies, wh ere the whole or
any portion of the income chargeable to
corporation tax for any yea r of income
accrued in or wa s derived fro m a Terri
tory in which th e corporat ion la x rate for
such year of inco me is in ex cess of th e
COrpOfJtion tax ra te for such yea r of
income specified in the appropriate
Territorial Income T ax Ordinance, the
corporation tax on the income charge
able to corporation tax in rela tio n to such
Territory shall be charged at the corpora
tion tax rate fo r such year of inc ome speci
fied in the T err i tor ia l Income Tax
Ordinance of such Territory;

(!J) in the case of a non-resident person to
which this section applies, where the
income chargeable to corpora tion tax for
any year of income accrued in or was
derived from m ore than one Territory,
then, in relation to each Territory, the
corpo rat io n tax on the income cha rgea ble
to corporation tax in relation to such
Territory sha ll be charged a t the corpora
tion tax rate for such year of income
specified in the Territorial Income Tax
Ordinance of such Territory;

and for the purposes of this proviso the income
chargeable to co rpora tion ta x in relation to any
Territory shall be calculated in the manner pro
vid ed in section 63 for to tal income, as if the income
chargeable to corpo ra tion tax were total income.

(2) In th.is sec tion "chargea ble inc ome" does
not in clude that part of the inco me of a person
which is derived from the mining of a specified

mineral."

12. Section 64 of the principal A ct is hereby a mend ed
10 th e following respec ts--

{a ) by the in ser tio n in su bsec tion (] ) immed ia tely a fter
the wo rd shareh older" of th e ex pression "out of
income cha rgea ble to tax," ;



10 1 of the principal Act is hereby

65

1962 East A frican Income T ax (Management)
(A me ndment)

(b) by the deletion of paragraph (a) of the pro viso to sub
section (1) an d the su bsti tution therefor of the
following

"(a) where par t only of a d ividend is paid out of
income cha rgeable to tax , tbe company shall be
entitled to deduct tax onl y from such pa r t; and";

(c) by the insertion in subsection (2), after the word "cer
tificate" where it first appea rs, of the expression
" sta ting the ex ten t to which the dividend is paid out
of inco me wh ich is chargea ble to tax, and".

13. Sect ion 69 of the principal Act is hereby amended
by the deleti on of the full stop at tbe end thereof and the sub
stitution therefor of a colon and the following proviso-s-

"Provided tbat-

(i) in this section the expression " tax" shall not include
corpora tion ta x; and

(iil except in the case of an issue or an amount deemed
to be a d ivide nd by paragraph (el or (d) of su bsection
(l) of section 7, or by subsection (2) of sec tion 40,
this section shall not apply to a dividend received
by a no n-resident person ."

14. Section
amended-

(a) by the inserti on, immed ia tely af ter the word " ther ein"
ill pa ragraph (b) of subsection (1), of the words "or
claims any personal allowance to which he is not
ent itled ":

i/Ji by th e inser tion, immediately after the word
"omission" in paragraph (b) of subsection (I ), of the
word s "or claim";

(c) by the inserti on, after the word "de fault" in subsecti on
(3), of the expression", or claim": and

(rf) by the insert ion , after the word "failure" whe rever it
appears in subsection (5) , of the expression "claim," .

15. Section lOS of the principal Act is hereby amended ,
in paragraph (c) of the proviso to subsection (1), by the dele
tion of subparagraphs (iii) and (v), the renumbering of sub
paragraph (iv) as subparagraph (iii), and the deletion in sub
paragraph (iii) as so renumbered of the figures "29" an d the
substitution therefor of the figures "24" .

No. 11
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16. Secti on 115 of the principal Act is hereby amended
by the deletion, ill paragraph (j l of subsect ion (1). of words,
and fi gures "43 or 44" and the substitution thercfor of the
figure" " 34 (4 )" .

17. The F irst Schedule to the principal Au is hereby
amend ed>-

(a ) ui Hl: ..I [) A thereof ->-

(i) by the deletion of the words "Co mmissioner for
T ranspor t" , in Item I , a nd the substitu tion there
for of the words "Genera l Ma nager of the East
Af rican Ra ilways and Harbours Admini stra
tion";

(ii) by the deletion of It em (b ) of paragr a ph 44: and

(iii) by the audition of the following new items

"51 . The emolument s of any officer of the
Dese r t L ocust Survey who is not resident in the
Territor ies.

52. Th e attendan ce allowances paid to the
elected members and the Speaker of (he Central
Legislative Assembly an d the a llowa nces paid
to the Ministerial memb ers of the Ce ntra l Legis
lntivc Assembly.

53. Any fi xed allowa nce paid to the
Speaker of the Central Leg isla tive Assembly or
[0 [he Secreta ry-General of the O rganiza tion in
respect of ente rta inment." :

(!J) in H EA D C thereof by the deletion of it ems 2. 3 and
-l- an d the: substitution therefor of the Iollowing->

" 2. The income of envoys, representatives. con
suls and officers, members of certai n intern ational
Organiza tions, their stalls and famil ies to the ex tent
provide d for by the Im muni ties and Privil eges
(Extension and Mi scellaneous Provisions) Ordinance ,
1961, of Ta nganyika, and any directions given or
orders made thereunder.

" 3. T he income of the organiza tions and per
sons referred to in the Schedules to the Bretton
Wood s Agreement Act, 1962, the Internat ional
Development Association Act. 1962. and the
Internarional Finance Cor pora tion Act. 1962. of the
United Kingdom, in the cases and \0 the extent
provided for by those Acts."
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18. The Second Schedule to the prin cipal Act is hereby
repealed a nd replaced by the following new Schedu le and in
uch new Sched ule the repea led Schedu le shall b referred to

,L " the repea led prov isions' t ->

No. 11

Repeal and
replacement of
Second Schedule

"SECOND SCH EDULE (ss. 4. 5 and 14)

PART [ - D EDUCTI ONS IN R ESPECT OF CAPITAL E XP ENDIT URE

ON C ERTAI N BUILDINGS

I. (I ) Subject to this Sched ule, where during any year of income Deduction.
a person is en titled to the relevant in teres t in an industrial build ing o n
the const ru ction of which capi ta l expendi ture was inc urred , a dedu c-
tion eq ual-

(a) in a ny case where the amount of the deduction has no t been
increased under this Schedule an d which is no t a case referred
to in item (c), to o ne-twen ty-fi fth: and

(b) in any ca se where such amou nt has been so inc reased , to such
frac tion as so increased ; and

(c) in an y case refe rred to in item (c) of subparagraph (I ) of
para graph 5. to thr ee-fiftieths.

of that expenditure sha ll be ma de in co m puti ng the ga ins or pr ofits o f
such per so n for suc h yea r of inco me :

Provided that where such person was en titled to such releva nt
interest fo r part only of such year of inco me the dedu ct ion hal l be
propor tionately red uced.

(2) Notwithstan din g anything in this Pa rt, in no case shall the
am ount of deducti on for any year of income exceed tha t Which .
apart from th e ma king of such ded uctio n. woul d be the res idue of
expenditu re a t the end of such year of income.

2. Notwith standin g the pr ovi sions of subparagra ph ( I) of para
graph I. where the C om missioner i satisfied that. hav ing regard to
the type of const rue ion o r to the lise to which any ind ustrial bu ilding
is put . its life is likely to be substantia lly less tha n twenty-five year s,
he may. upon the a pplica tion of the perso n entitl ed to the relevant
in terest therein. increase the a mount o f the deducti on to suc h an
amou nt as he may consider just and reasonable : and all the pr ovisions
of this Part shall apply acco rdingly.

3. In this Part. the res idue of exp enditure a t any time sha ll be

(a) in rel at ion to a building which had not been used before the
year of income 1962, the capital expend iture incu rred on the
constru ct ion o f the build ing Ie - any deductions made under
this Part o r any deductions whic h would have been made
had the building been an indu stri al building when first used :

(b) in relat io n to a building wh ich at the end of th e year of income
1961 was a n indus tria l building for the purpo ses of the
repealed provisions. the residue of expenditure as ascer
tai ned under paragraph 5 of those provisions less any
dedu ction s made un der this Part :

Increase of
deductions.

Ascerta inmen t
of residue of
expend iture .
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(c) in relati on to a bu dd ing w hi ch ba d b een used bef or e th e en d
of th e yea r of income 1961 but was not an ind ustri al building
for the pu rposes of the repeale d provis ion s at th e end of th at
year of income, the a mo un t wh ich wou ld have been the
residue of expenditure as ascertained un der ite m ( b) if it
had always been an industri al bu ilding,

4. (1) Where ca pi ta l expenditure is i ncur re d on the constructio n
of a bu ildi ng, a nd before tha t build ing is used. tb e releva n t in teres t
therein is sold , th en -

(0) an y suc h expend iture ac rually incurred on the co ns truction
th er eof shal l be left ou t of a cco u nt for th e purposes of th is
Schedule, but

(b) the person who acq uires th a; interes t sha ll be deem ed ( 0 have
in curred capi tal ex pendi ture on t be cons tru ction thereof eq ual
to the capi tal expenditur e actually in curred o n th e c onstru c
tion of tb e building or to t he a mou nt paid by him for su ch
inte res t, which ever is the less :

Provided th at wh er e th e relevan t in teres t in such bu ild ing is so ld
moretb an o nc e before such b uildi ng is used, item ( b) of thi s sub
paragraph sha ll have effect onl y in relat ion to tbe last of sucb sal es.

(2) Where the capital expenditure incurred on th e co ns tru ction of
a building was incurred by a person c arryi ng on a tra de whi ch consists ,
as to the whole o r any part thereof, in th e cons tructi on of buildings
wi th a v iew to the ir sal e and be fore the build ing is used he sells tbe
relevant interest th erein in the course 'of tb at trade or, as the case may
be , of th at part of th at trade, item (b) of subpa ragrap h (1) sha ll ha ve
effec t as if th e reference to the capital expendi tu re ac tua lly incu rred
on the c on structio n of th e building were a refer ence to the price pa id
on such sale.

5. (I ) Su bject to this para graph , in th is Part " indus tria l bu ildin g"
mea ns-

(n) a building in use--

(i) for the purposes of a trade ca rr ied 0 11 In a mil l, fa ctory
o r other si mi lar premises; or

(ii) for th e purposes o f a transport, dock. bridge, tunnel,
inland navigation, wat er, electricity or hydraulic power
undert ak in g ; 01'

(iii) for the purposes of a tr ade w hich consists in the m anu
facture of goods o r m aterials or th e su bjec tio n o f goods
or materials to an y process; or
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(iv) for the purposes o f a trade which con sists in the storage
of goods or materials-

(A) which are 10 be used in the manufacture of other
goods or materials ; or

(B) whic h are to be subjected, in the course of a trade.
to any p rocess ; o r

(C) wh ich, having been manufac tured or pr od uced or
subjected , in the course of a trade, to any pr ocess,
hav e n ot yet b een delivered to any pu rchaser ; or

(D) on thei r arriva l by sea or a ir in to any part of Eas t
Afr ica; or

(v) fo r the pu rpose of a trade consisting in all or a ny of the
following acti vities, that is to say ploug hing or culti
vating agricultural land as defined in paragraph 26 (other
than Iand in ,Ule occupa tion of the person carrying on
the trade) or d oing any oth er operation on uch land, or
threshing the crops of ano ther person; or

(vi) fo r the purposes of such trade as ma y be prescribed by
the Au thori ty as being within the provisions of this
pa ragraph either generally, or in relation to a particular
cia ss, or in a pa rticular instan ce within such class ;

(b) a prescr ibed dwelling-house, tha t is to say a dwelling-bouse
cons tructed for and occupied b y em ployees of a tra de carried
on by the person entitled to th e rele vant interest in such
dwelling-house, and which confo rms with such conditions 3S

may be prescribed:

(c) a building wh ich is in use as an hotel or part of an hotel and
wh ich the Min ister responsible for the finances of the Terri
to ry in whic h the ho tel is situa ted has certified to be an
ind ustria l buiiding ; and in any case where any capita l expen
d iture was incurred prio r to 1st January, 1958, on any such
indust rial buildin g which was a new building the const ruct ion
o f wh ich was co mmenced befo re but \.\'3 S completed after
such dale, then such capita1 ex penditu re shall be deemed to
have been incur red on such da te bu t, in any other case, such
a building shall be deemed not ( 0 be an industrial building
in respect of any capital expenditure incurred pri or to such
dat e :

(d) a build ing in use f or the welfare of wor kers employed in any
trade or und ert aking referred ,to in item (a) of this sub 
paragraph ,

(2) I tem (0) of sub pa ragraph (1) shall apply in relation to a pan
of a trade or un dertak ing as it ap plies Jn relat ion to a trade or under
taking :

Provided tha i. where part only of a trade o r und er takin g com plies
with the conditions set ou t in such item , a building sha ll not, by virtue
of this subparagraph, be an indus trial building unl ess it is in use for
the purp ose of such part of such trade or und erta king

No. 11
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n No twithst a nd ing su bp a rag raphs ( I ) and (2) b u t su bjec t to
su b pa ra g ra p h (4), the expression " ind ust r ial bui ld ing" do es no t include
an y bu ild ing in usc as. o r as part of . a retail sho p, showroom. o ffice o r
d we lling -bo use . o r fo r any pu rpose a nc illa ry to the purposes o f a reta il
shop, showr oom o r office :

Provi d ed tha t th is su bparagraph s ha ll no t app ly to a prescri bed
dw ellinghouse, o r In . or to pa rt o f. a bui ldi ng wh ich is a d wel ling 
ho use construc ted fo r th e occu pati o n by persons employed in a n y
trade o r u ndert a k ing referred to in su b pa ragra ph ( I) . o r to a build in g
co nstruc ted for the welfa re o f such per so ns. if such bu ild ing wil l cease
10 belong to the perso n carry ing on suc h t ra de or underiaking on the
c om ing to a n e nd of a concessio n unde r wh ic h such trade o r under
lak ing is ca r r ied o n. o r if the bu ilding wo uld h ave lill ie or no va lue
to such person if he ceased to ca rr y o n su ch trade or u nd e r ta k ing o n
the term in a t io n o f. or had litt le o r no va lue (0 such pe rson w he re suc h
trade or und ert akin g; ce ased to be ca r r ied 0 0 durin g , the year of income
in respect or which a ny claim for a d educ tion has bee n m ad e under
th is Part.

(4) W here pa r t of a building is, and part thereo f is not, a n indus
tr ial bui ld ing a nd the ca p ita l ex pe nd it ure which has been incu r red o n
the cons tructio n of the second -m e n tio ned part is not m ore th an o ne 
ten th of th e to tal capit al expenditure w h ic h has been inc u rr ed on the
c o nstruc tio n o f th e bu ild ing. the wh o le building sha ll he tr eated as a n
ind ustr ia l bu ild ing .

(5) In thi s parag ra ph-

" b rid ge" m ean s a ny bridge. the us e o f wh ic h is subjec t to a ch a rge
o r lOU; and " br idge underta k ing" sha ll be co nstrued ac co rd ingly ;

"cro ps" includes a ny fo rm o f ve geta ble produce ;

" dock " inc ludes a ny harbour, wha rf, p ie r or je tty o r o ther w o rks
In or a t wh ich vesse ls ca n s h ip or un shi p m e rch an di se o r passengers.
no t being a p ie r o r je tty prim ar ily used fo r recr ea ti on ; an d " do ck
u nd ert a k ing " shal l be co nst rued acco rd ingly;

" elect r ic iry u nd er ta ki ng" m ea ns a n unde rtak ing for the genera tio n .
transforma tion, c o nve rs io n . t ran sm ission o r distri bu tio n o f elect ric a l
ene rgy :

"hyd ra u lic powe r und erta kin g" m ea ns a n und er ta k ing fo r the
su p p ly o f hydra ulic r o wer ;

" re ta il sh o p" includes a n y prem ises of a s im ila r charac te r wherc
ret a il tr a d e o r b us iness (includi ng re pai r work) is ca r r ied o n ;

" u nd e rt a k ing" d oes not incl ud e a n unde r tak ing no t car ried on by
way of tra d e;

" wa te r u ndert aki ng" means a n undert.iking for th e s u p ply of water
fo r public con . umpt ion .

6. ( I ) Su b ject to th is para g ra ph , " the releva n t int erest " means.
in rela tio n to a ny capita l ex pe nd itu re incurred o n the co ns tru c tio n o f
a buil d ing, th e inte rest in th at b u ild ing to w h ic h the pers o n who
incu r red suc h ex pendi tu re was ent itled when he incu rr ed it ; a nd such
person sha ll be dee m ed to ha ve had a l th a t t ime the sa m e in teres t as
he woul d h a ve had if the const ruct ion the reo f had been com pleted a t
Ih:lt tim e .
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(2) Where. when he incurs ca pita l expend iture o n the co nstruc tion
of a building. a pe rson is entitled to two o r mo re interests in th e
bu ild ing and one o f those in terests is a n in te rest w h ich is reversiona ry
o n a ll the others. th at interes t sh a ll be the releva nt interest fo r the
pu rpos es o f th is Pa r r.

(3) An interest shall not cease to be th e re levant interes t fo r the
pu rposes of th is Pa rt by reason o f the crea t io n of an y lease o r o ther
interes t to which tha t interest is su bject, a nd, wh ere the rel evan t in ter est
i a leaseh old interest and is ex tingui shed by r eason o f the su rr end er
thereo f o r on the person entitled ther e to ac q uiri ng th e in teres t wh ich
is revers ionary thereo n. the in terest in to wh ich th a t lea sehold interest
merges sha ll th ereu pon becom e the relevan t interest.

7 . A bui lding which was an ind ustrial bu ild in g a t the end of th e Change of use.
vca r of inco me ) ')6 1. or a t an y time ther ea ft er , sha ll be deemed to
~o nti nue to be a n industr ia l buildi ng no twi thsta nd ing a ny cha nge o f
use o r per iod o f disuse .

8. (I ) A ny re fe rence in th is Part to the inc urr ing of ca pi ta l cxpen- Interpreta tion.
d itu re on the c onstruc tion o f a bui ldi ng d oes not inc lud e capita l
expend iture on the pro vision of m ach ine ry o r on any asse t whic h has
been trea ted for a ny yea r o f incom e as machi nery.

(2) R eferences in this Pa rt to ca pita l expendit u re incu rr ed o n the
.onstr uct ion of a build ing do not inclu d e any capita l expend itu re on
the acq u isit io n o f. o r of ri ghts in o r over, a ny la nd .

P ART II - D EDUCT IONS IN R ES PECT O F C\ rl T.~ L E XPENDIT URE

ON j" IACIiI NERY

9. (I) S u bjec t 10 th is P a r t. wh er e . dur ing a ny ye a r o f in come. Wear an d lea r
any m ach ine ry o wned by a person is used by h im for th e pur poses deductions,
o f his tr ade. th er e shall be made in com pu ting his ga ins o r profits for
th at yea r of in come a d ed uc tion (in th is Pa rt refe rred to as a " wea r
an d tear d ed uc tio n" ),

(2) T he a m oun t of th e wea r and tear deduct ion (o r any ye a r of
inc-om e sha ll be the a pprop ria te percentage of the written down value
a t th e end o f such yea r. be fo re m aking such ded uction . of the
machinery cla ssified as follows-

(i ) tracto rs. co m bine h a rvesters. hea vy ea rth -m oving eq u ipm en t
and suc h other heavy self -pro p ell ing m ach ines of a similar
na tu re as in h is di sc retion the Com m iss ion er. having rega rd
to th e like ly usage a nd d eprec iat ion in a ny particular case
may agree. a nd any spec ific items, bu t not nec essarily any
like re p accmcnt s therefor. for whi ch a wea r a nd tear d ed uc
t ion wa s gra n ted under th e repealed provisions calc ula ted
at the ra te of 33~ per cen t per annum of the w ritte n do wn
value or at a higher rate ;

(ii) othe r self -p ro pell ing vehicles , in cludi ng a irc ra ft ;

(iii) all other machinery, including ships ;

and the a ppropriate pe rcentage sh all be 37t per cen t fo r c lass (i).
25 per cen t fo r c lass ( ii) and 12} per ce n t fo r cla ss (iii).
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10. ( I) The writt en dow n value of eac h cla ss of machinery referr ed
to in par agraph 9 (2) sha ll b e calcul ated sepa ra tely as a t a ny tim e and
sha ll be the amou nt still un all owed of any cap ita l expe nd itu re o n
mach inery of such class as const rued in para graph 18 o f the repealed
pro visions with the addit ion of the cost of any capita l expenditure o n
a ny mach iner y of tha t class pur chased and the deduc tion of the
amou nt rea lized on the sale of any machin er y of that class sold in
the yea r o f inco me 1962, o r any succeed ing yea r of income, less an y
deduction s made under this Part : and wher e the a mo unt re al ized fo r
ma chin ery of any class so lei in any year o f income exceed s tha t which.
but fo r the deduc tion 'Of such a mou nt, wo uld be the written d own
va lue of machi nery of ,that class a t the end of suc h year of incom e.
the excess sha ll no t he dedu cted but shall be trea ted as a trad ing
recei pt.

(2) Subject to this P art , whe re m achi nery is brought int o use fo r
the purposes of a tr ade wi tho ut being pu rch ased or ceases perm an entl y
to be so used withou t bein g w id. it sha ll be deemed to have been
purchase d or sold as the case may 'he a nd the cost or amount real ized
sha ll be deem ed to be the p rice wh ich it would have fetched if sold
in the open mar ket.

1J, Where machinery is let up on such te rms that the burden of
the wea r and tear the reof fa lls directl y upon the lessor, this Part sh all
appl y in relati on to him as if the machin ery were, du ring th e per iod
of the lett ing, in use fo r the purposes of a trade ca rried on by h im.

12, W he re a person carr ying on a trad e inc urs ca pita l expendi tu re
on alte ra tions to an existing build ing inc ident al [ 0 the insta llat ion (,I'
ma chinery for th e purposes of (he trade, this Sc hedule sha ll have
effect as it such expend iture were capita l expendi tu re on the provision
of suc h mach inery and as if the works rep resentin g Stich expen d iture
fo rmed pa rt of that mach inery.

13. (I ) Wh ere wea r an d lea r ded uc tions ha ve been mad e in com
puting the ga ins or profits of an y person under par agraph 9 a nd tha t
person ceases to carry on th e t rade for the pu rpo ses of which the
machinery was used and the machinery ceases t o be 'owned by h im.
there sha ll be mad e in co m puting his ga ins o r pro fits for the year of
income in wh ich such cessat ion occu rs, a deduction or cha rge (in th is
Part referred to as a " balanc ing deduct ion " or a "balancing cha rge") :

Provided that-

(n) for the purposes of thi s pa ragrap h a partnersh ip shall be
deemed not to have ceased t'o ca rryon a tr ade unless a ll the
partn ers who carried it o n cease to ca rry it on : and

(h ) wher e the machi ner y is sold by the liqu ida tor o f a com pa ny
which is in the course of being wo und up, the bal an cin g
deduct ion or balan cing charge shall be mad e in co mputing
the gains or profits o f suc h company for the year of income
in wh ich the w indin g-u p comm enced ; a nd



1962

73

East African Income Tax (Management)
(A mendmentt

(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 -

(a) 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. (I) 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
persons and some other person has control over both of
them; 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 jf sold in the open market. then, subject to this
paragraph, the like CO'l equences 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 s ub pa rag rap h (4 ). whe re the sa le is on e to w hic h
item (iI) of su bpa ragraph (I ) a pplies a nd item (il ) o f suc h s ubpa ragra ph
d oes not apply , and is a sa le wh ich w o uld g ive r ise to :I bala nc ing
cha rge. a nd the parties to the sale by no t ice in wri ting 10 th e C om m is 
sio ner so e lec t , th en sub pa rag ra ph (1) sha l! n o t h ave etlect bu t the lik e
co nseq ue nces shall ens ue to the buyer and seller as woul d ha ve ensued
if the price for wh ich th e m ach inery was sol d ha d been t he w ri tt en
do wn va lue.

(4) An elect io n ma y no t be ma de unde r u bp a ra g rup h (3) if eith er
th e bu yer o r th e se lle r IS a t the lim e or the sa le a non-reside n t person,

16 . W he re a ny m ach inery o wn d by a pe rso n is d u ri ng a ny yea r
of in come used by h im for the purposes o f a trad e ca rried o n by h im
an d a lso used by him fo r o th er pu rposes , the n in d etermining t he
a mo u n t of any wea r and tea r deduction o r a ny ba lancin g deduct io n
Of ba la nc ing ch a rge or a ny a moun t t re a ted as a tr ad ing receip t or the
writ ten down va lu e o f such m ach inery fo r a ny yea r o f incom e, rega rd
sh all be had to all th e releva n t ci rc um sta nce: of the cas e a nd in
particu la r to th e ex te n t o f the u se fo r s uch o the r pu rposes a nd the
C om mi ss io ne r sha ll ma ke suc h ad ju stm en ts as he m ay d eterm ine to
be jus t a nd reaso na ble .

17. For th e pu rposes of th is Sc hed ule w here c a pita l expend itu re
in ex cess of £ 1.500 wa s inc ur red o n or a f ter l s t J a nua ry, 196 1. in
respec t o f a ro ad veh icle o th er tha n a com m e rc ia l ve h icle or a ve hi cle
whose pu rc ha ser is a perso n w hose m a in business is the tr a nspo r t of
goods or per sons o r th e h ire o r sa le o f veh icles , su ch ca pita l expen
di tu re shall be deemed to 'be .£) ,500 ; a nd whe re a ny such r oad veh icle
is so ld th e sa le p rice sha ll be deemed [0 be s uc h p ro po rt ion of the
proceeds of sa le as th e C o m mi ssio ne r m ay det ermi ne to be ju st and
reasona ble, h av ing reg a rd to the o r igina l pu rch ase p r ice a nd the
pro po r tion the reo f d eem ed u nder thi s pa rag ra ph to be ca pita l
ex pe nd iture .

18. T h is Pa rt sha ll. wi th a ny necessary ada p ta tions , apply in
re lat io n to a ny b us iness , p ro fession , em plo ym en t o r voca t io n as it
applies in rel a tio n to a tra de .

P ART l IT- D EDUCTI ONS I N R ES PECT OF M tN I NG O PERAT ION S

19 . ( J) In th is Pa r t, u nl es th e co nt ex t o therw ise requ ires 

" ex pend iture" m ea ns ca p ita l ex pe nd itu re incurred in East A fr ica
by any pe rso n carryi ng on a t rade o f m in ing-

(a) in sea rc h ing for or in d isco ver ing a nd testi ng de posits of
mineral s, or in w inni ng access to those de pos its, w he ther o r
not such se a rch is. o r such d eposits are, in an area con tiguous
to an y m ine in rel at io n to wh ich such p erso n ca r r ies o n th e
t rade o f m ining ;

(b) in the acq u is it io n o f, o r o f r igh ts in o r ov er, such deposits.
o th er th a n the acquis itio n from a person who has carried on
a tr ade o f m ini ng in rela tion La suc h depo sits;
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(c) in the pr ovision of machinery whic h wou ld have little o r no
value to such person jf th e mi ne cea sed lO be worked on the
term ina tion of the yea r of income in respec t o f which a ny
claim for a ded uc tion h as been made under thi s Part. a nd
any prem ium , o r considera tion in the nature o f a prem ium .
pa id fo r the use o f such machinery ;

Cd) on th e construct ion of a ny build ing or works which would
have lit tle or no va lue i f the mine ceased to be work ed on
the termination of tbe yea r o f income in res pect of whi ch
a ny cl aim fo r :1 ded uc tio n has been ma de under this Part ;

(e) o n development , general admin istra tion a nd m anageme nt pri or
to the commencem ent o f prod uction or d uring any p er iod of
no n-prod uction :

Pro vided tha t the ex pressio n "expendi ture" shall no t include

(i ) any expend iture on the acq uisitio n of the sire of such deposit s.
o r of the s ite of a ny such buildings or wo rks . o r of righ ts in
o r over any such site ;

( ii) any e. penditure on works constru cted wh olly or mainly for
subjecti ng th e raw product of such deposits to any proc ess
except a process des igne d for preparing the raw product for
use as su ch ;

"m ineral" d oes not include an y co m mo n clay. murram , sand ,
limes tone, sandst one, brine, di atomite, gypsu m , anhydrite, sulphu r.
do lo mi te, kaoli n, bauxite, any sodium 'or potassium co m po unds. or
any otber commonly fo und m inera l, unless it has been obtained hy
underground mining operations ;

" m ining" incl ud es every method o r process by wh ich any m inera l
is won.

(2) A ny reference in th is Part to asset s represent ing a ny expen 
di ture includes, in rel ation to expenditure o n searching for , discovering
an d testing deposits, a ny results ob tained fro m any sea rch, expl ora tio n
or inqui ry upon which the ex pend iture was incurred .

20 . (1) (a) Subject to this Schedule, where a person carrying on a Deductions.
trade of mining incurs expenditure in any year of income there sha ll
be mad e. in com puting his gai ns o r pr ofits for such year of inco me . a
ded uction equal to two -fifths o f su ch expe nd iture and in each o f the
fo llowing six yea rs of inco me a deduction equal to one-tenth of such
expenditure.

(b) Subject to this Schedule, where an annual deduct ion was made
by a perso n ca rrying o n a trade of mining under paragraph 22 of tbe
repeal ed provision s in res pec t of ca pi tal expcnditur incurred before
the end of the year of inco me 196 1. there sh all be made in comput ing
his gains or profits fo r the year of inco me 1962, an d therea fter , a
ded uction equal to the an nu a l ded uctio n wh ich would have bee n made
for such year of income in resp ect of such expenditure had th e
repea led provisions remained in fo rce .
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(2) Notwithstanding a nything conta ined in subpara graph (l ).
whe re the Commissioner is satisfied tha t, having regard to the estimated
Ore reserves an d to any othe r relevan t inform ation, th e m ine is likely
to cease to be wor ked before the expi ration of six yea rs fr om the end
of the year of income in which the expend iture was incu rred , he may.
upo n the applica tion of the per son who incurred the expend iture,
inc rease tb e amo unt of the deduction s [or any year to such am oun t
as he ma y co nsider just and reaso nable.

(3) W here the amount of a deduct ion under th is Part bas been
in an y manner va ried for any year, then deducti on s for subsequent
yea rs of in com e sha ll be so adjusted that the sum of de d uctions to r
all years of income shall no t exceed the expenditure.

21. Wh ere a person is enti tled to a deduc tion under paragraph 20
in respect of a ny expend iture, and his in. erest in the asset rep resented
by such exp enditure, o r in any part of such asset, is t ransferred whethe r
by opera tion of law or o therwise to some other person , thcn-

(0) ibe a mount of the ded uction, if any. fo r tbc year of inc ome
in whi ch the transfer takes place, sha ll be apportio ned in
such mann er as the Com m issioner may determi ne to be
just and reason abl e betw een tbe per son fr om whom the
interest is tr ansferred and the per son to wbom th e int erest
is tra nsferred : and

( b) the per son to whom rbe interes t is tr an sferr ed shall. to the
exclusio n of the person fr om whom Ihe in terest is tran s
ferred, be entitled where the interest transferred is in the
\\ hole of the asse t. to the whole of the dedu ction fOT any
subseq uen t year of inco me, and whe re the int erest tr ansferred
is in part only of the asset . to so mucb of the deduction as
the Commiss ioner may determine to be just and reas ona ble.

22. Where separa te and dis tinct mining operat ions are carried
on by the same person in mines tbat are not contiguo us, the mines
shall be trea ted for the pur poses of this Part as if separate t ra des
"I' mini ng were carr ied on in rela tion thereto.

~3 . (I ) Any expenditure incurred for the pur pose of a trade of
mining by <I person abou t to carry it on sha ll be trea ted [or the
pur poses of this Pa rt a s if it had been incur red by tha t person on
the first day on which he d oes carry it on .

(2) Where a person incurs expenditur e to which this Part applies
on sea rch ing for or on discoveri ng and testing any deposits of
minerals. o r winning access to those deposits and, witho ut h aving
carried on any trade of m inin g. he sells any assets re presenting such
expe nditure in relation to those deposits . the n . if the purcha ser
carr ies on a trade of mining. suc h p urchaser sha ll. for (he purpose s
of such tra de, be deemed to hav e incurred expenditure to which this
Part applies eq ual to the price paid by him fo r such assets.
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24. Wh ere, under subparagraph (2) of paragraph 23, the purchaser
of any assets represen ting expenditure is de emed to have incur red
expenditure to which this Part applies equal to the pr ice paid by
him for su ch asse ts. then the sum received by the vendor as the
price for su ch as sets, af ter deducting therefrom a ny expen dit ure
incurred by him in sell ing su ch asse ts and any ex pend iture incurred
by him in East Africa on sea rching for, discovering, tes ting an d
winni ng access to any mineral depos its, so far as such ex penditure
has not been o therw ise dedu cted in ascertai ning his to ta l income
fo r any year of inco me, sh all be treated as a trad ing receip t fo r the
year of inc ome in which the sale took pla ce :

Provided tha t if suc h vendor requests the Commissio ner in
writ ing to exercise h is power under this proviso, the Commissioner
may d ivide the amount of such sum int o so man y portions, oo t
exceed ing six, as he ma y th ink fit, aod one such por tion shall be
taken int o ac coun t in ascerta ining the to tal income of such vend o r
for the year of income in which such sale took plac e an d fo r eac h
of the pr evious years o f inco me correspo nd ing to the nu mber of
such po rtio ns.

PART IV -DEDUCTIONS IN RES PECT OF CA PIT,I L E XPE NDIT URE

ON A GRICULTUR AL L AND

25. (I ) Subject ( 0 this Schedule, where in an y year of income
the owner or tenant of a ny agricultura l la nd incurs capi tal ex pend iture
on the construction of far m works ther e shall be made , in com puting
his gains or profits fo r such yea r o f income and the four following
yea rs o f income, a ded uc tion equ al to one-fift h of such expe nd iture .

(2) N o ca pit al expend itur e shall be taken into acco unt fo r the
pu rposes o f th is paragra ph unless it is incurred for the purposes
o f husban dry o n the agricultural la nd in q uestio n.

(3) Where the ca pita l expenditure-

(a) is on a farm house, on e-th ird on ly of uch expenditure shall
be taken into account or, if the acco mmoda tion an d
ame nities o f the farm ho use arc out of d ue re lat ion to the
nature and ex tent of the fa rm , su ch lesser propo rtio n thereof
as the Com missione r ma y determine to be just a nd reaso n
a ble ;

(h) is incurr ed o n an y assets o ther tha n a farmhouse . being an
asset whi ch is to serve pa r tly the pu rposes of husband ry and
pa r tly ot her purposes. then only suc h propo rt ion thereof
as the Com missioner may determine to be just an d reaso n
ab le sha ll be taken into account for the purposes of this
pa ragraph.

(4) Su bjec t to th is Sched ule , where an annu al deduct ion was
ma de by the owner or tenan t of an y agricultural la nd under paragraph
30. or 32 (I ) (b) of the repea led pro vision s in res pect of ca pita l
expe nd iture inc urred befo re the e nd of the year of inc o me 196 1.
there shall be made, in comp uting his gains or profits fo r the year
of income 1962 and thereafte r, a ded uc tion equ al to the an nu al
ded uction which would ha ve been made for such year o f inco me in
res pec t o f su ch ex penditu re had th e repealed prov isions re mai ned in
force.

Sum received
by vendor
treated as
trading rcceipt.
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(5) W he re a per son wo uld, if be co ntin ued to be the owner or
ten ant , as the ca se may be, of a ny agricultural la nd, be entitled to
a dedu cti on under this paragraph in respect of any capital expend iture
a nd th e wh ole o f his interest in the land in qu esti on , o r in any part
o f such land, is tr an sferred , whe ther by operation o f law or o ther
wise , 10 so me o the r person , tb en -

(n) the a mo un t of t he ded uc tio n, if any, f or tb e year o f income
in which the tran sfer takes place, shall be apportioned in
such m anner as tbe C ommissioner may determine to be ju st
and reasonable bet ween jh e pe rson from wh om tbe interes t
is t ran sferred a nd the person to who m th e inte res t is tr ans
fe rre d; and

(b) the pe rson to who m the int erest is tr an sferred shall, to the
excl us io n of th e per son fr o m who m th e interest is t ran s
ferr ed. be e ntitled, whe re th e int e rest t ra nsfe r red is in the
who le of the land , to the wh ole of the deduct ion f or any
subsequent yea r of inc om e and where th e int er est tr ansferred
is in pa rt only o f the land. to so mu ch of the deducti on
as th e Co m missio ner ma y dete r m ine to be jus t a nd
reason a ble.

(6) F o r the p ur poses of s ubpar agra ph (5), where an int erest in
la nd is a Ieas ebold inte res t and tb at lea seh old in ter es t co mes to a n
e nd, th en suc h int er es t sh all be dee med to have been lran sferred -

(i) if a n incomi ng ten ant ma kes a ny paym en t to th e out go ing
tenant in respect of asse ts representing the expend iture in
qu estion , 10 th e incomi ng tenant ; and

(ii) in any othe r case, to th e ow ne r of th e int e rest in im me d ia te
re ver sion on the leas eh old inter es t.

(7) Wbere th e amou nt o f a deducti on unde r this P art ba s been
in a ny manner va r ied fo r a ny yea r, th en deducti ons for subseq uen t
years o f inco me shall be so adjus ted that the sum of de d uct ion for
a ll years of income shall no t exceed tb e ex pendit ure .

26 In this Part-

" agricultura l land" mea ns land occ upied who lly or ma in lv [or
the purposes of a trade of hu sban dr y;

" fa rm works" means Ia rrnbo uses, la bou r qu ar te rs , any othe r
imm ov ab le buildings nec ess ary for th e proper o pera tio n of the
farm, fe nces, d ips, drains, water and elec tr icity supply works other
than mac hinery. wind breaks, and other wo rks necessa ry for the
pr oper o perati on of th e far m .
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27. ( I) Subject to this Schedule, wh ere-

(a) a residen t person ca rry ing on tbe bu sin ess of a ship ow ner
incurs ca p ital expe nditure in an y yea r of inco me on the
purch ase, an d subsequent refitting for the purposes of su cb
business, o f any powe r-dr iven sbip of m or e tha n 495 ton s
gross where the expenditure o n such refitting is incurred
prior to the user o f suc b shi p by th e purchaser and repre
sents not less than 25 per cen t o f the total ca pital ex pe nditure
so incurred; or

( b ) a pe rson incur s ca pit a l expe nd itu re to wh ich this Sc hed ule
applies on the constr uction of an ind ustr ia l bui lding where
such construction commenced after the 51h June, 1962,
an d wh.ich is to be use d by h im or by a lessee for th e
purposes of a trade whic h consists in the man ufa ctu re
of goods or m ateri als (but no t for processing, refining,
co oking or packi ng of any foods tuffs, agricult ura l or animal
pr od ucts o r other raw ma te rial s o r fo r otherwise making
ma rketa ble or mo re read ily ma rketa ble any such food stuffs,
agr icultural o r animal pr od ucts or other raw materia ls
fo r sa le as such) and on the purchase and installa tion of
mach inery in such bu ilding fo r the pur poses of such trad e,

there sha ll be ded ucted in co mp uting his ga ins or pr ofi ts for the year
of inco me in wh ich the sh ip or bui ldi ng is firs t so used a de duc tio n
(referred to as an " investm en t deduction") equal-

(i) in the ca c of capita l expenditure upo n such a ship, to 40
per cent of such expend itur e;

(i i) in the ca e of ca pital exp enditure on such a build ing a nd
mach iner y. to 10 pe r cen t of such expenditur e.

28. (I) Where ca pital expenditure is incurred on the construc tion
of an industrial build ing to which paragraph 27 a pplies an d befo re
tha t bu ild ing is used the releva nt in terest (as defined in paragraph
0) ther ein is so ld , then the provisions of paragraph 4 shall a pply .

P .\ RT V I - M ISC ELLANE OUS P ROVIS IONS

29. (I ) (a) Any referen ce in th is Sched ule to the sale of any
pro per ty includes a re ference to the sale of tha t property logether
with a ny o ther pr operty; and, where proper ty is sold togethe r with
othe r propert y, so much of the net proceeds of the sale of tbe whole
property as th e C om miss ioner may de term ine to be just and reason 
able as proper ly attri buta ble to the first mentioned pro per ty sha ll,
fo r the purposes of thi s Schedule, be deemed to be the net proceeds
of the sa le of the first me nt ioned prop erty, and references to expen
ditu re inc ur red on th e provision o r th e purch ase of p ro pert y sha ll bc
co nstru ed acco rd ingly.

(b ) F or the purposes of this pa ragra ph all the property which
is so ld in pur suance of one ba rga in shall be deemed to be sold
together, notw ithstan d ing th at separ ate pri ces are, or purport to be.
agreed (or se para te items of tha t pr opert y o r tha t there a re, o r purport
10 be. epa rate sa les of se pa rate item s of that pr opert y.

Investment
dedu ctions

Sale of
buildi ngs prior
to use

A pportionment
of consideration
fo r sale,
exchan ges, ctc.,
of any
propert y or
of leasehold
interests
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(2) Subpa rag ra ph ( I) sha ll. with tbe necessar y ada ptat ions, a pply
in rela tion to o ther sale mo neys as they a pp ly in rela tion 10 tbe net
pr oceed s of sales .

(3) Th is Sche dule sha ll have effect as if any referen ce the rein [0

the sa le of any prope rty inclu de d a ref eren ce to the exc hange of any
prop erl y an d, in the case of a leaseh old inter est. a lso includ ed a
refer ence to the surre nde r the reo f for valua ble conside ration : a nd
any provision s of this Sch edul e refe rr ing to sales sba ll ha ve effeel
accord ing ly with the nece ssa ry ada pt ations and, in pa rticul ar , wit h
t he ada pta tions that references to the net pr oceeds of sale and to
the pri ce shall be taken to include refer ences to the considera tion
for the exchange or surrender a nd refere nces to cap ital sums included
in the pr ice sha ll be taken to include references to $0 much of the
considerat io n as would have been a capit al sum if it had taken the
form of a mo ney payme nt.

30. ( I) Unless the context o therwise requ ires, references in lh i,;
Sche dule to capi tal expendi tur e and ca pita l su ms in rela tion 10 th e
person incurr ing such expen d iture, or paying suc h sums, d o not
include a ny expend iture or sum whic h is ded uct ib le ot herwise than
under thi s Sch edule for the purpose of ascertai ning his tota l income

(2) Any reference in this Schedule to the dat e on wh ich expend
i i ur e is incu rr ed sh:111 be co nstr ued as a reference to the dat e when
lh c SU Ill in qu estion becomes pa yabl e.

3 ) , (I) Expenditure sha ll no t be regar ded for any of the purposes
of this Sched ule as having been incurred by any per son in so far
as it has been , or is to be. met d irectl y or indirectl y by an y govern ment
or loc al a uthor ity. or by any per son, whether in the T erritor ies o r
elsewhe re, o ther tha n the firs t-mentioned person:

Provided tha t in con sidering whether an y, and if so what.
ba lancing charge is to be made on a person under Pa rt II in respect
o f any mach inery' provided bef ore l st Janu ary. 1951. th is paragraph
shall no t a pply.

(:2) 1n co nsider ing wheth er . for the purposes o f this Schedule,
an y expe ndi ture has been met or is to be mel direc tly or indirectly
b y any govern ment or local a uth orit y, or by any person o the r than
the per son incurring the expenditu re. ther e sha ll he left out of
account->

(a) any insura nces mo neys or ot he r co mpen sa tion moneys payab le
in respec t of any asset which has been dem olished. dest roy ed
or put ou t of use; a nd

(h) an y ex pend itu re met, or to be mel. by an y person. o ther than
a go vern men t or local aut ho rity. being ex penditure in respect
of wh ich, apart from this item , no dedu cti on could be made
under subpa ragraph (3) .
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(3) Where a person , for the purposes of a trade carr ied on or
[ 0 be carried on by h im or by a tenant of land in which he has an
interest, contributes a capital sum to expenditure on th e provision
of an asset being expenditure which, apart from subparagraph (I ).
wo uld have been regarded as wholly incurred by another per son and
in respect of which, apar t from such subparagraph, a deduct ion
wo uld have been made under this Schedule, then, subject to th is
par agr aph , such deductions, if any, sha ll be made to the contributor
as would have been made to him if his co nt r ibu tion had been
expenditure o n the pr ovision , fo r the purposes of tha t trade, of a
similar asset

(4) Subject to th is Sched ule. the amou nt of the deduct ions and
the manner in whic h the y are to be mad e sha ll be dete rmined on the
following ba sis : -

(a) the asset sha ll be dee med to co ntinue a t a ll material times to
be in use for the purposes of the trade;

(Ii) where the asse t is machinery and, when the contribution was
made, the trad e was carried on or was to be ca rri ed on by
a ten ant of land in wh ich the contributor has an interest, the
contributor shall be dee med to have let the machiner y to
such tena nt on such terms that th e bu rden of the wear and
tear thereof fa lls di rect ly on the co ntri bu tor.

(5) Wh ere, when the co ntrib ution was made, the trade fo r the
purposes of which it was made was carried on or was to be ca rr ied
on by the con tributo r, the n. on any tra nsfer of the trade or any part
of the trade-

(a) where the transfer is of the who le tr ad e, the deductions there
af ter sha ll be made to the tran sferee;

(Ii) whe re the transfer is of part only of the trade, item (a) shall
have effect with respect to so mu ch of the deduction as the
Commissione r may determine is pro perly refer able to the
par t of the trade transferred.

(6) Where, when the cont rib ution was made, the tr ade was
carried on o r was to be ca rried on by a tena nt of land in which the
cont ribu tor ha d an interes t, the dedu ction for any yea r of inco me
shall be made to the person who is entitled to the co ntributor's
interes t in the lan d, and references in thi s Sched ule, for tbe purposes
of Part I, to tbe relevant inte res t sha ll. with the necessar y mod ifica
tions, appl y in rela tion to a contribution mad e fo r the purposes of
a trade carried on or to be ca rried on by a tenant of lan d as they
a pply in rela tion to ex pendi ture incurred on the constructio n of a
bui lding.

32. If a dedu ct ion is mad e under a ny Part in respect of any
proper ty, or in res pect of capital expend iture on any propert y,
in co mputing the gains or profits of any per son for any year of income
then, to the extent to which such a deduction has been made , no
further dedu ct ion sha ll be made under that Part or any oth er Part
or under any othe r provision of this Act in respect of, or in respect
of capital expend iture on, that property in ascerta ining tbe tot al
inco me of that person for the same or an y previ ou s or subseq uent
year of income:

No. 11
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Provided tbat thi s parag raph sh a ll have no a pplica tio n to an
investment deduction.

33 . The amount of any deduction made under this Scbedule m a y
be increas ed to sucb an a m o un t a s may be prescribed by ihe Authority
either generally or in relation to any particular class of bus in ess o r
in a particular in st ance.

34. (I) In thi s Sc hed ule. except whe re th e con tex t o th erwise
requrre s-s-

"control " , in relatio n to a body corpor ate. me ans the power of
a person to secure, by m eans of the balding of shares o r the
possess ion of voting power in o r in rela tion to that or an y o tber
body co rporate , or by virtue of any powers conferred by the a rt icles
o f assoc ia tio n or other docu men t regulat ing th at or a ny o ther bod y
corporat e, th at the aff airs o f the first mentioned body corporate are
conducted in ac cordance w itb the wishes of that person and. in
relation to a par tnershi p , means the right to a sha re of more th a n
o ne-h a lf of th e as se ts o r o f more th an o ne -ha lf o f the inco m e of
th e partnership;

"concessi on" means a right or privilege grant ed by the Go ver n.
mcnt, or a ny local o r ot he r authorit y, in a ny o f the terri tor ies of
Ea st Africa :

" inc o me" in cludes an y amount o n whi ch a c ha rge to la x is
authori zed to be made under thi s Act;

" lease" includ es a n agreement for a lease where the term to be
co vered by the lease bas begun and a ny tenancy but does not include
a mortgage; and "lessee" , " lesso r " and " leaseho ld int erest " s hall
be c ons trued accordingly;

" ma chine ry" includes sh ips a nd plant used In ca r ry ing o n a ny
tr ade ;

"s a le moneys" m eans, in rel ati on to

(a) a sa le of an y propert y. the net proceed s o f the sa le ;

{b} rh e coming to an end o f an interest in propert y, a ny
co m pe nsa tio n payable in respect of that properly ;

(c) th e demolition or destru ction of a ny p roperty, th e net amou nt
re ceived for the remains of th e property, toget her with a ny
in surance or sa lva ge mon eys rece ived in re s pect o f the
demolition or de struction and a ny other compensation of
an y description received in respect th ereof, in so fa r as tha t
compensation cons ist s of capital sums.

(2) Any referenc e in thi s Schedule to any building , machin ery,
wo rks, as set or farmhouse shall, except wbere the reference is to
rhe whole of a building, be construed as including a r eference to a
part of any su ch bu ilding, m achinery, w or ks, asset o r farmb ouse .
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(3) Any reference in this Schedule 10 the time of any sale shall
be construed as a reference to the time of completion or the time
when possession is given , whichever is the earlier.

(4) In this Sch edule the price which an y property wo uld ha ve
fet ched if sold in the op en market shall be determ ined by tbe
C ommissioner.

(5) Where any income of an accounting per iod ending on so me
da y other than the last day of any year of income is taken int o
account for the purpose of asc er taining to tal in come for any yea r
o f income, then a ny reference in this Schedule to yea r of incom e
sha ll be cons trued as a reference to su ch acco un ting period :

Provided tha t whe re any dedu ction under th is Schedule is relate d
[ 0 a year o f inco m e and any inco me of an account ing period is so
taken int o account then, if such accounting period is m ore or le ss
than J2 months, the amount of such deduct ion shall be propor
tionately increased or decreased , as the cas e may be. "




