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Substitu-
tion of
new au-
thorities.

THE DIRECT TAX LAWS (AMENDMENT) ACT 1987

An Act

further to amend the Income-tax, Act 1961, the Wealth-tax

Act, 1957, the Gift-tax Act, 1958 and the Companies
(Profits) Surtax Act, 1964.

Be it enacted by Parliament in the Thirty-eighth
Year of the Republic of India as follows:—

CHAPTER 1
PRELIMINARY

1. (1) This Act may be called the Direct Tax Laws
(Amendment) Act, 1987.

(2) Save as otherwise provided in this Act, it shall
come into force on the 1st day of April, 1989 and any
reference to the commencement of this Act in any pro-
vision of this Act shall be construed as a reference to
the commencement of that provision.

CHAPTER 1II
AMENDMENTS TO THE INCOME-TAX ACT, 1961

2. In the Income-tax Act, 1961 (hereafter in this
Chapter referred to as the Income-tax Act), save as
otherwise expressly provided in this Act, and unless the
context otherwise requires, the references to any authority
specified in column (1) of the Table below shall be sub-
stituted with effect from the 1st day of April, 1988 by

the references to the authority or authorities specified in -

the corresponding entry in column (2) of the said
Table and such consequential changes as the rules of
grammar may require shall also be made:

TABLE
(1) (2
Director of Inspection Director General or Director
Deputy Director of Deputy Director

Inspection

Short title
and com-
mence-
ment.

43 of 1961.
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Assistant Director of Assistant Director

Inspection

Commissioner Chief Commissioner or

Commissioner

Inspecting Assistant Deputy Commissioner

Commissioner

Appellate Assistant Deputy Commissionar
Commissioner (Appeals)

Income-tax Officer Assessing Officer:

Provided that nothing contained in this section shall
apply to the references to ““Commissioner” occurring in
sections 245D, 253, 256, 263 and 264.

Amend- 3. In section 2 of the Income-tax Act,—

ment of (@) clauses (1) and (IA) shall be renumbered as

section 2 clauses (IA) and (IB) respectively, and before clause (I14)
as so renumbered, the following clausz shall be inserted,
namely:—

_ %(1) *“advance tax™ means the advance tax payable
in accordance with the provisions of Chapter XVII.C;’;

(b) after clause (7), the following clause shall be
inserted with effect from the 1st day of April 1988,
namely: —

‘(TA) ‘“Assessing Officer” means the Assistant
Commissioner or the Income-tax Officer who is vested
with the relevant jurisdiction by virtue of directions
or orders issued under sub section (1) or sub-section
(2) of section 120 or any other provision of this
Act, and the Deputy Commissioner who is directed
under clause (b) of sub-section (4) of that section
to exercise or perform all or any of the powers and
functions conferred on, or assigned to, an Assessing
Officer under this Act;’;

(c) after clause (9), the following clause shall be
inserted with effect from the Ist day of April, 1988,
namely :—

‘9A) “Assistant Commissioner” means a person
appointed to be an Assistant Commissioner of
Income-tax under sub-section (1) of szction 117:;

(d) clause (15A) shall be renumbered as clause
(15B), and before clause (15B) as so renumbered, the
following clause shall be inserted with effect {rom the
Ist day of April, 1988, namely:—
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‘(15A) “Chief Commissioner” means a person
appointed to be a Chief Commissioner of Income-
tax under sub-section (1) of section 117;;

(¢) in clause %6‘., the words “, and includes a per-
son appointed to be an Additional Commissioner of
Income tax under that sub-section” shall be omitted
with effect from the 1st day of April, 1988;

_(f) after clause (19), the following clauses shall be
inserted with effect from the Ist day of April, 1988,
namely:—

‘(19A) “Deputy Commissioner’” means a person
appointed to be a Deputy Commissioner of Income-
tax under sub-section (1) of section 117;

(19B) “Deputy Commissioner (Appeals)” means
a person appointed to be a Deputy Commissioner
of Income tax (Appeals) under sub-scction (1) of
section 117;";

(8) for clause (21), the following clause shall be
substlltuted with effect from the Ist day of April, 1988
namely:—

‘(21) “Director General or Director” means a
person appointed to be a lirector General of In-
come-tax or as the case may be, a Director of In-
come-tax under sub-section (1) of section 117, and
includes a person appointed under that sub-section
to be a Deputy Director of Income-tax or an
Assistant Director of Income-tax:’;

(h) clause (22A) shall be renumbered as clause
(22B), and before clause (22B) as so renumbered, the
following clause shall be inserted, namely:—

“22A) “domestic company” means an Indian
¢Ompany, or any other company which, in respect
of its income liable to tax under this Act, has made
the prescribed arrangements for the declaration and
payment, within India, of the dividends (including
dividends on preference shares) payable out of such
incon:e;’;

(1) after clause (23), the following clause shall be
inserted, namely:—

‘(23A) ‘““foreign company” means a company
which is not a domestic company;’;
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. () in clause (24). in sub-clause (jia), for the words
» Dot being contributions made with a specific direc-
tion that they shall form part of the corpus of the trust
or Institution™, the words, brackets, letters and figures
“or by a trust or institution of national importance re-
ferred to in clause (d) of sub-section (1) of section 80F”
shall be substituted;

(k) for clause (25), the following clause shall be
substituted with efrect from the 1st day of April, 1988,
namely:—

“25) “Income-tax Officer” means a person ap-
pointed to be an Income-tax Officer under sub-
section (1) of section 117;";

() clause (27) shall be omitted with effect from
the Ist day of April, 1988;

~ (m) in clause (28), for the word, brackets and
figure “sub-section (2)”, the word, brackets and figure
“sub-section (1)” sha!l be substituted with effect from
the Ist day of April, 1988;

(n) after clause (29B) [as inserted by clause (c) of
section 3 of the Finance Act, 1987], the following clause 11 of 1987
shall be inserted, namely:—

 429C) <“maximum marginal rate” means the rate
of income-tax (including surcharge on income-tax, if
any) applicable in relation to the highest slab of in-
come in the case of an individual as specified in
the Finance Act of the relevant year;’;

(o) in clavse (37A),—

(i) in sub-clause (i),—

(1) the words, brackets, figures and letter
“or sub-section (9) of section 80E from any pay-
ment referred to therein’ shall be omitted;

(2) for the words, figures and letter “section
115B or section 164, at both the places where
they occur, the words, figures and letters “section
115B or section 115BB or section 115E or section
164 o section 164A or section 167A” shall be
substituted with effect from the 1st day of April,
1988;
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(3) after the words, figures and letter “or
section 167A”, at both the places where they occur,
the words, flgures and letter “or section 167B™
shall be inserted;

(4) for the words, figures and letter “section
115B or, as the case may be, section 164, the
words, figures and letters “section 115B or section
115BB or section 115E or section 164 or section
164 A or section 167A. as the case may be”, shall
be substituted with effect from the Ist day of
April, 1988;

(5) after the word, figures and letter “section
167A”, in the third place where they occur, the
words, figures and letter *or section 167B” shall
be inseried;

(i) in sub-clause (ii), for the figures, letter and
word “194D and 1957, the figures, letters and word
“194D, 194E and 195" shall be substituted with

effect from the 1st day of April, 1988;
(p) clause (39) shall be omitted;
(q) clause (43B) shall be omitied;

(r) for clause (44), the following clause shall be
substituted, namely :-

‘44) “Tax Recovery Officer” means any Income-
tax Officer who may be authorised by the Chief Commi-
ssioner or Commissioner, by general or special order in
writing, to exercise the powersof a Tax Recovery Officer;’;

(s} clause (48) shall be omitted.

4. For section 3 of the Income-tax Act, the following
section shall be substituted, namely :-

3 Savc as otherwise provided in this section,
prev1ous year” for the purposes of this Act, means the

financial year immediately preceding the assessment year:

Provided that, in the case of a business or profes-

sion newly set up, or a source of income newly coming
into existence, in the said financial year, the previous

Substitu-
tion of

new sec-
tion for
section 3.

“Previous
year” de-
fined.
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Amend-
ment of

section10.

year shall be the period beginning with the date of set-
ting up of the bussiness or profession or, as the case
may bz, the date on which the source of income newly
comes into existence and ending with the said financial
vear.

(2) *“Previous year,” in relation to the assessment
year commencing on the Ist day of April, 1989, means
the period which begins with the date immediately
following the last day of the previous year relevant to the
assessnient year commencing on the Ist day of April,
1988 and ends on the 31st day of March, 1989:

Provided that where the assessee has adopted more
than one period as the “previous year™ in relation to the
assessment year commencing on the lst day of April,
1988 for different sources of his income, the previous year
in relation to the assessment year commencing oa the Ist
day of April, 1989 shall be reckoned separately in the
manner aforesaid in respect of each such source of
income, and the longer or the longest of the periods so
reckoned shall be the previous year for the said
assessment year.

(3) Where the previous year in relation to the
assessment year commencing on the Ist day of April, 1989,
referred 10 in sub-section (2) exceeds a period of twelve
months, the provisions of this Act shall apply subject to
the modifications specified in the rules in the Tenth
Schedule.’.

5. In section 4 of the Income-tax Act, in sub-setion(1),—

(@) for the words “subject to the provisions of, this
Act,” the words and brackets *“subject to the provisions
(including provisions for the levy of additional income-
tax) of, this Act” shall be substituted;

(b) the words “or previous years, as the case may
be,” shall be omitted.

6. Insection 10 of the Income-tax Act,—

(a) after clause (2), the following clause shall be
inserted, namely :-

“(2A) in the case of a person being a partner of a
firm which is assessed as such, his share in the total
income of the firm.

Amend-
ment of
saction 4.
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Explanation :—For the purposes of this clauss, the share
of a partner in the total income of a firm assessed as
such shall, notwithstanding anything cortained in any
other law, be an amount which bears to the toral income
of the firm the samc proportion as the amount of his
shaire in the profits of the firm in accordance with the
partnership d=ed bears to sach profits,”’;

(b) for clauses (4) and (4A), the following clause
shall be substituted, namely :-

“(4) (iy in the case of a non resident, any income by
way of intercst on such securities or bonds as the Cen-
tral Governn ent may, by notification in the Official Ga-
zette, specify in this behalf, including income by way of
premivm on the redemption of such bonds;

(i) in the case of an individual who is 2 person,
resident outsile India as defined in clause (q) of section
2 of the Foreign Fxchange Regulation Act, 1973, any
income by way of interest on meoneys standing to his
credit in a Non-Resident (External) Account in any bank
in India in accordance with the said Act and the rules
made -thereunder;”;

(c) for clause (5), the following clause shall be sub-
stituted, namely :-

‘(3) subject to such conditions as the Central Go-
vernment may prescribe  (including conditions as to
number of journevs and the amount which shall be
exempt per hend) in the case of an individual, thevilue
of any trave concession or assistance received by or due
to him, :-

(@) from his employer for himself and his family,
in connection with his proceeding on leave to any place
in India;

(b) from his employer or former employer for
himself and his femily, in connecticn with his procee-
ding to any place in India after retirement from service
or after the termination of his service:

Provided that the amount exempt under sub-clause
(@) or sub-clause (b) shall not, except in su h cases
and under such circumstances as may be prescribed
having regard to the travel concession or assistance
granted to the employees of the Central Government,

46 of 1973.
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exeeed the value of the travel concession or assistance
which would have been received by or due to the indi-
vidual in comnection with his proceeding to any place
in India on leave or, as the case may be, after retire-
ment from service or after the termination of his service;

Provided further thbat the amount exempt under this
clanse shall in no case exceed the amount of expenses ac-
tually incurred for the purpose of such travel.

- Explanation— For the purposes of this clause, “fami-
ly”’, in rclation to an individual, mcans—

@ the spouse and children of the individual; and

| (i) thé parents, brothers and sisters of the indi-
vidual or any of them, wholly or mainly dependent
on the individual,’; :

(d) in clause (10),—

(0 in sub-clause (iii), for the words “calculated on
the basis of the average salary for three years immediate-
ly preceding the year in which the gratuity is paid, sub-
ject to a maximum of thirty—six thousand rupees or twen-

ty months® salary so calculated, whichever is less”, the
words “calculated on the basis of the average salary for-
the ten months immediately preceding the month in
which any such event occurs, subject to such limit as the
Central Government may, by notification in the Offical
Gazette, specify in this behalf having regard to the li-
mit applicable in this behalf to the employees of that
Government” shall be substituied;

(i) ip the first and second provisos, for the words
“shall not exceed thirty-six thousand rupees”, the words
“shall not exceed the limit so specified” shall be subsi-
tuted;

(iti) the third and fourth provisos shall be omitted;

(iv) in the Explanation, for the words “In this
clause the words, brackets, figures and letters “In this
clause, and in clause (10AA)” shall be substituted;

(¢} in clause (10A), the proviso shall be omitted;

(f) in clause 10AA), in sub-clause (ii),—

(i) for the words “six months”, the words “eight
months” shall be substituted and shall be deemed to have
ll:';% substituted with effect from the 1st day of July,

]

Ex—40(D)/88
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(ii) for the words “or thirty thousand rupees,
whichever is less” the words “subject to such limit as
the Central Government may, by notification in the Offi-
cial Gazette, specify in this behalf having regard to the
limit apphcable in this behalf to the employees of that
Government” shall be substituted and shall be deemed
to have been substituted with effect from the Ist day
of July, 1986;

(iii) in the (irst and second provisos, for the words
“shall not exceed thirty thousand rupees”, the words
“shall not exceed the limit so specified” shall be substi-
tuted and be deemed to have been substituted with effect
from the ist day of July, 1986;

(iv) the third and fourth provisos shall be oniltted
and shall be deemed to have been omitted w1th effect
from the 1st day of July, 1986;

(v) inthe Explanation, the bracketsand figure “i”,
and clause (ii} shall be omitted and shall be deemed
to have been omitted with effect fiom the Ist day
of July, 1586.

(g) in clause (10B), in the first proviso, for clause
(i), the following clause shall be substituted, namely:—

“(ii) such amount, that not being less than fifty
thousand rupees, as the Central Government may,
by notification in the Official Gazette, specify in
this behalf,”;

(h) for clause (14), the following clause shall be
substituted, namely:—

“(14) (1) any such special allowance or benefit, nct
being in the nature of a perquisite within the mea-
~ning of clause (2 of section 17, specifically granted
to meet expenses wholly, necessarily and exclusively
incurred in the performance of the duties of an
office or employment of profit, as the Central Go- -
vernment may, by notification in the Official Gaze-
tte, specify, to the extent to which such expenses
are actuaily incurred for that purpose;

(i) any such allowance granted to the assessee
either to meet his personal expenses at the place
where the duties of his office or employment of pro-
fit are ordinarily performed by him or at the place
where he ordinarily resides, or to compensate him
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for the increased cost of living, as the Central Go-
vernment may, by notification in the Official Ga-
zette, specify, to the extent specitied in the notifica-
tion;”; : -

(i} in clause (15), for sub—clauses (i), (ia), (ib), (ii)
and (iia), the following sub-clause shall be substituted,
namely:— -

“(i) income by way of interest, premium on re-
d=mption or other payment on such securities,
bonds,annuity certificates savings certificates, other
certificates issued by the Central Government and
dzposits as the Central Government and deposits as
the Central Govermnent may, by notification in the
Official Gazette, specify in this behalf, subject to
such conditions and limits as may be specified in
the said notification;”;

(j) for clauses (17A), (17B) and (18), the following
clause shall be substituted, namely:—

“(17A) any payment made, whether in cash
ot kind,—

(1) in pursuance of any award instituted in
the public interest by the Central Government or
any State Government or instituted by any other
body and approved by the Central Government
in this behalf; or '

(i) as a reward by the Central Government
or any State Government for such purposes as
may be approved by the Central Government in
this behalf in the public interest;™;

(k) clauses (21) and (23) shall be omitted;
(I} in clause (23C),—

(i) in sub-clagse (iii), the word “or” occuring at the
end shall be omitted:

{ii) sub-clause (iv) and (v) and the proviso shall be
omitted ; :

(m) after clause (23C), the following clause shall be in-
serted with effect from the 1st day of April, 1988, namely

‘23D) any income from such Mutual Fund set up
by a public sector bank or a public financial institution .
and subject to such conditions, including the condition



T

Ex—40(D)/88

16

that at least ninety per cent O_f the income from the Mu-
tual Fund shall be distributed to the uait holders every

- year, as the Central Government may, by notification in

23 of 1955
38 of 1959
5 of 1970
40 of 1980

1 of 1956

the Official Gazette, specify in this behalf.
Explanation — For the purposes of this clause —

(@) the expression “‘public sector bank™ means the
State of India constituted under the State Bank of India
Act, 1955, a subsidiary bank as defined in the State Bank
of India (Subsidiary Banks) Act, 1959, a corresponding
new bank constituted under section 3 of the Banking
Companjes (Acquisition and Transfer of Undertakings)
Act, 1970. or under section 3 of tke Banking companies
(Acquisition and Transfer of undertakings) Act, 1980;

{d) the expression “‘pubiic financial institution™ shall
lave the meaning assigned to it in section 4A of the
Companies Act, 1956.

7. Sections 11, 12, 12A and 13 of the Income-tax Act
shall be omitted. : '

8. In section 15 of the Income-tax Act, the Ex-

Omission
of sections
11, 12 12A
and 13.

Amendment

planation shall be numbered, as Explanation 1, and af- of section 15
ter Explanation 1 as so numbered, the following Ex- -

planation shall be inserted, namely :—

‘Explanation 2—Any salary, bonus, commission or
remuneration, by whatever name called, duve to, or re-
ceived by, a partner of a firm from the firm shall not
be regarded as “salary” for the purposes of this section’

9. In section 28 of the Income-tax Act, —

(a) after clause (iv), the following clause shalil
be inserted, namely :—

“(v) any interest, salary, bonus, commission or re-
muneration; by whatever name called, due to, or recei-
ved by, a partner of a firm from such firm.”

(b) . Explanation I shall be omitted.

10. Sections 35, 25B, 35CC, 35CCA and 35CCB
of the Income-tax Act shall be omitted.

Amend-
ment of
secl_;i ons 28,

Omission of
sections 33,
35B, 35C,
35CC, 35CCA
and 35CCB.
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11. In section 36 of the Income-tax Act, —

(a) in sub-section (I), —

(i) in clause (ii) the provisos shall be omitted;

(i) in clause (vii), in the opening portion, for the
words ‘‘any debt or part thereof which is established to
have become a bad debt in the previous year”, the
words “any bad debt or part or thereof which is written
off as irrecoverable in the accounts of the assessee for
the previous year” shall be substituted;

(D) in cla’us..e (viia), in the Explanation, for clause
(i), the following clause shall be substituted, namely : -

Ex—40(D)/38

(i) “Scheduled bank” means the State Bank of 23 of 1955

India constituted under the State Bank of India Act,

1955, a subsidiary bank as defined in the State Bank of 38 of 1959

India (Subsidiary Banks} Act, 1959, a corresponding
new bank constituted under section 3 of the Banking
Companies (Acquisition and Transfer of Undertakings)
Act, 1970, or under section 3 of the Banking Compa-

5 of 1970

nies (Acquisition and Transfer of Undertakings) Act, 1980, 40 of 1980

or any other bank being a bank included in the Second
Schedule to the Reserve Bank of India Act, 1934, but
does not include a co-operative bank”; _

(b) in sub-section (2),—

(i) for clause (i), the following clause shall be
substituted, namely — :

“(y no such deduction shall be allowed unless such
debt or part thereof has been taken into account in
computing: the income of the assessee of the previous
year in which the amount of such debt or part thereof
is written off or of an earlier previous year, or répresents
money lent in the ordinary course of the business of
banking or money-lending which is carried on by the
assessee’™;

(1) in clause (iii), after the words ‘‘earlier previous
year”, the brackets, words, figures and letters ““(being a
previous year relevant to the assessment year commen-
cing on the 1st day of April, 1988, or any earlier assess-
ment year)” shall be inserted;

{iii) in clause (iv), after the words “accounts of the
previous year”, the brackets, words, figures and
letters “(being a previous year relevant to the assessment
year commencing on the 1st day of April, 1988, or any
earlicr assessment year)” shail be inserted.

2 of 1934,
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QOmission 6f 12. Section 39 of the lncome-tax Aci shall be omitted.

section 39.

Amend- 13.

ment of
section 40.

In section 40 of the Income-tax Act,—

i) in the opening portion, for the words and figures

“sections 30 to 39” the words and figures “sections 30
"to 38” shall be substituted; '

(i) for ciause (b), the following clauses. shall be

substituted, namely:—

‘(b) in the case of any firm assessable as such,-—-

() any payment of salary, bonus, commission or
remuneration, by whatever name called (hereinafter

. referred to as remuneration) to any partner who is

not a whole-time working partner; or

(ii) any payment of remuneration to any partner
who is a whole-time working partner, or of interest
to any partner, which, in either case, is not autho-
rised by, or is not in accordance with, the terms of
the partnership deed; or

(iti) any payment of remuneration to any partner
who is a whole-time working partner, or of interest
to any partoer, which, in either case is authorised
by, and is in accordance with, the terms of the
partnership deed, but which relates to any period
gfa]ling prior to the date of such partnership deed)
or which such payment was not authorised by, or
is not in accordance with, any earlier partnership
deed, so, however, that the period of authorisation
for -such payment by any earlier partnership deed
does not cover any period prior to the date of such
earlier partnership deed; or

(iv) any payment of interest to any partner which
is authorised by, and is in accordance with, the terms
of the partnership deed and relates to any period
falling after the date of such partnership deed in so
far as such amount exceeds the amount calculated
at such rate of interest payable by a scheduled bank
on its deposits; or .

(v) any payment of remuneration to any partner
who is a whole-time working partoer, which js autho-
rised by, and is in accordance with, the terms of the
partnership deed and relates to any periad falling
after the date of such partnership deed in so far as



the amount of such payment to all the partners du-
ring the previous year exceeds the aggre;ate amount
computed as hereunder:—

(1) in case of a firm carrying on a profession
referred to in section 44AA or which is notified
for the purpose of that section,—

(a) on the first Rs, 50,000 at the rate of 90

of the book-profit per cent.;
(b) on the next Rs 50,000 at the rate of 65
of the book-profit per cent.;
() on the balance at the raie of 40
of the book-profit per cent.;

(2) in the case of any other firm,—

(@) on the first Rs. 50,000 at the rate of 75

of the book-profit per cent.;
- (b) on the next Rs, 50,000 at the rate of 50
of the book-profit - per cent.;

(;:ﬁ on the balance at the rate of 25
of the book-profit per cent,

Explanation 1.—In this clause,—

(@) “whole-time wotking partner” means a partner

of the firm who is in receipt of any remuneration from
the firm for services rendered to that firm and who is
not in receipt of any similar remuneration from any
other person; o

(b) “book-profit” means the profit which would
have been computed in accordance with the provisions
of Parts II and IIl of the Sixth Schedule to the Com-
panies Act, 1956 if those provisions had been applicable

to a firm and before making any deduction of any loss

brought forward or any unabsorbed depreciation allo-
wance or any other allowance or deduction brought for-
ward from any earlier previous year and without making
any deduction under section 32AB or section 33AB or
uader Chapter VI-A as increased by the following
amounts if they have been taken into account in arriving
at such profits—— '

1 of 1956
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(0 the aggregate an:nuut of the rcmuneratlon and
the 1rttcrest to aﬂ the partners ofthe fi u-m,

T -
. it Lt ot !

(2) mcome—“rax- Lot Y RN -‘f?
3) TeseTves: ‘of prow‘lons of any kmd
(4) depre01at10n |

and as reduced by the deprematlon computed in accor-
dance with the provisions of sub-section. (1) of section
32 and the aggregate amount of interest allowed.to all the
parfners of the firm under this clause; -

(¢) “scheduled bank™ shall have the same meaning
as is assigned to it in the Exp]anatlon to clause (viia)
of sub—sectlon (1) of section 36.

Explanation 2.-~Where an individual is a partner in
a firm on behalf, or for the benefit, of zny other person
(such partner and the other person being hereinafter
“referred to as ‘‘partner in a representatne capacny and
“person so represented™, respectively),—

(i) interest pald by the firm to such individval other-
wise than as partrer in a representative capacity, shall
not be taken into account for the purposes of this clause;

‘(i) interest paid by the fitm to-such: individual as
partner in a representative: capa(:lty and - interest .paid: by -
the firm to the person so represented shail be: taken ll.'lt'ﬁi“
account for the -purposes of this clause. IR

Ex lanation 2—. Where an individuzal is a partner in
m’otherwise than as parteer in 2 representative .capa-
cxty, intérest paid ‘by' the firmi: to such . individual- shall |
not be taken into account for the purposes of this clause; .
if duch interest is received by hlm on behalf or for the-:-
beneﬁt of any other person . D

eilaera

'(ba) in the ‘case of ‘an association of persons.or body -
of individuals [other than a company ora co operative:
21 of 1860. society or a society registered under the Societies Regis-
tration Act, 1860 or under any law corresponding to that:-
Act in force in any part of India}, any payment of inte-
rest, salary, bonus, commission or remuneration, by
whateser name calted, made by such association or body
to a memter of such association or boby.
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Explanation 1 —Where interest is paid by an asso-
ciation or body to any member thereof who has also
paid interest to the association or body, the amount of

- integest, to be disallowed under this clause shall ‘be limited

to the amount by which the payment of interest by the
association or body to the member exeeds the payment
of ante;est by the member to the association or body

. Explamaj;on ,Zﬂ—Where Ian mdlv;dua} is a, memt pf
an association or body on behalf, or for ‘the benet t, -of
any other person (such member and the other person
being hereinafter ref'erred to as “member in a representa-
tiva Igapacuy” anjd perspn 50 reptesented”, reSpectlvely),
(1) mtergs; pmd by the assocmnen or bo;ly m
- such mciwldual or by such individual to the associa-
tion or body otherwise than as member in a repre-
.:sentative capacity, shall not be taken into account
for the. porposes of this clause; :

s (u) interest pald by the association or bedy to
- 'such individual or by such individual to the associa-
--4ion. or body as member in a representative capaci-
-ty and interest paid by the association or body to
.he.person so represented or. by the person so repre-
+septed -to the  association or body, shall be taken
mto aecqunt, for the purpeSes of this .clause.

Exp[amtlon 3 —Wherm an mdmdual isa member of
an association or body otherwise than as member in a
represengative , ‘capacity, interest paid by the association
or body to such individual shall. not be. taken into ac-
count for the purposes of this clause, if such interest is
received by hlm on behalf, or for the benefit, of any
other person, ;

(mg, elause r(r.:) shall be omitted.. . . . .

14..;n1n eection 40A of the Income—tax Act-—_- .

- {a)e. in »sub-sectlon (3), for. the words “two thousand
five:h yndsed, rupegs”’, Wherever they .occur, the werds *‘ten
theusaﬂd Jupees 5halr be - substlimed,r.- e e

1'5 ﬁ"i;g saction; 8ok ;henInGOme-taz Act,—

+ A8) Inaclanse. (b), ﬂ;e wo;ﬂ ‘or’. .shall be mserted .

at the end;
(b) after clause (b), the’ followmg clause shall be
inserted, namely —
IEARE st Tun. s e s wln o

o Grab g

Ex—40(D)/88
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_ “(c) any sum referred to in clause (i) of sub+ -Section(l)of .
- section 36,”; _ R g

. (6)- -iﬁ thé'ﬁrst—proviso (as inserted by sectiont: 10 of
the Finance Act, 1987), after the word, brackets and let- 11 of 1987
ter “clause (a), the words, brackets and letter ‘or-clause

(c) - skall be inserted;

@ the Explanation sball be numbered as Explana-
tion 1, and after Explanation | as so numbered, the
following Explanation shall be inserted, namely:—

- - “Explanation 2.— For the removal of doubts it

‘is hereby declared that where a deduction ‘in. res-

pect of any sum referred to in clause (c) of this

" section is allowed in computing the income referred

‘to in section 28 of the previous year (being a pre-

vious year relevant to the assessment year commen-

- ting on the Ist day of April, 1988, or any earlier
" assessment year) in which the liability to pdy such |
"~ sum was incurred by the assessee, shall not be enti- ™
tled to any deduction . under this section in- féspect !

~of such sum in computing the income of the pre-

" “vious yeéar in which the sum is actually paid by him”.

Insertion 16." After section 54 of the Income-tax Act, the 'folléla;

of new wing section shall be inserted namely: —
section _
‘Relief -~ 54A. (1) Where the capital gain arises from the

of tax on  transfer of a long term capital asset, heirig property spe-

capital gains cified in sub-section (2) (the capitai asset so tranferred

on transfer being hereefter in this section referred to as the origi:

of property nal asset), and the assessee has, during the previous

held under yéar in which the transfer took place or within a périod

trust for of six months after the close of such prévious year, ac-

charitable = quired an other capital asset (such asset being hereaf-

- or reli- ter in this section referred to as the new asset), fo be

gious pur-  held for the same purposes as those for which the ori-

poses or by. -%'nal asset was held, -then, the capita! gain arising from

certain insti- the transfer shall be dealt with in accordance with the N
tutions. following provisions, that is to say,— S

(@) if the cost of the new asset is not less than tﬁe
net consideration in respect of the original asset, the
whole of such capital gain shall not be charged under

section 45;
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(by if the cost of the new asset is less than the net
consideration in respect of the original asset, so much
of the capital gain as bears to the whole of the capital
gain the same proportion as the cost of acquisition of
the ‘new asset bears to the net consideration shall not
be charged under section 45;

Provided that in a case where the fransfer of the origi-
nal asset is by way of compulsory acquisition under any
law and the full amount of compensation awarded for

such acquisition is not received by the assessee om the =i <" 7 7. S
date of such transfer but is received after the expiry of .. . teg
the previous year, the period of six months referred to = ° e
in this section shall, in relation to so much of such com- % . "7ic
pensation as is not received before such expiry, be reck- R e
oned from the date immediately following the date on A TR g
which such compensation is received by the assessee. “'-““-?-;“:'_f?_u:f-‘il

(2) The property referred to in = sub-section (1) .shall
be the following, namely:— _

(a) property held under trust wholly for ché.rita-
ble or religions purposes in India or by an institu-
tion established wholly for such purposes in India;

R (b) property held under trust in part only for
charitable or religious purposes in India the trust
havinkg been created before the commencement of
this Act; . '

(c) property held under a trust created on or af-
ter the-1st day of April, 1952, or by an institution
established on or after that date, for a charitable
purpose which is for the benefit of citizens of India
abroad or which tends to promote international wel-
fare in which India is interested; -

(d) property heild by a trust or institution of na-
tional importance referred to in clause (d) of sub-
section (1) of section 80F, :

(3). In the case of'a capital asset being property
falling under clause {(b) of sub-section (2) the provisions
of sub-section (1) shall apply only to that fraction of
the capital gain arising from the transfer of such capital
asset which 1epresents the extent to which the income
derived fromi the capital asset transferred was, immedia-
tely before such transfer, applicable to charitable or re-
ligious purposes. '
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Explanation.—In this section, “net consideration” shall
have the meaning assigned to it in Explanatiofi 5 below
sub-section (1) of section S4E.’.

17. In section 64 of the Income-tax Act, in sub-sec- Amend-
tion (1),— ' ment of
' : section 64.
(@) clause (i) shall be omitted;

(b) in clause (ii), for the proviso, the following |
proviso shall be substituted, namely:— o

“Provided that nothing in this clause shall apply
in relation to any such income arising to the spouse
from afirm carrying on any such profession as is re-
ferred to in sub-section (1) of section 44AA, where
the spouse possesses any technical or professional
qualification' in the nature of a degree or diploma
of a university within the meaning of clause (¢) of
;hZi\ F;g:planat;ion ~ below sub-section (2B) of section

(¢} clause (iii) shall be omitted;

(d) in clause (iv), the words, brackets and figure
“in a case not falling under clause (i) of this sub-section,” e
. shall be omitted; h

~ (e) in clause (v), the words, brackets and figures
“in a case not falling under clause (iii) of this sub-sec-
tion,” and the brackets and words “‘(not being a mar-
ried daughter)” shall be omitted; L

(f) in clause (vii), the brackets and words “(not
being a married daughtery” shall be omitted:

(g) for Explanation 1, the following Explanation
shall be substituted, namely :— '

“Explanation 1.—For the. purposes of clause
(i1), the individual, in computing whose total income
the income referred to in that claus: is to be inclu-
ded, shall be the husband or wife whose total in-
come (excluding the income referred to in that
clause) is greater; and where any such income is
once included in the total income of either spouse,
any such income arising in any suceceding year shall
not be included in the total income of the other |
spouse unless the Assessing Officer is satisfied, after ) +
‘giving that spouse an opportunity of being heard,
that it is necessary so to do.”; '
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(b’ Explanation 1A and Explanation 2A shall be
omitted ;

(i) for Explanatioa 3, tae following Explanation
shall be substituted namely :— :

- “BExplanation 3 —Fo: the purposes of clauscs
(iv), (v) and (vi), where the assets transferred direc-
tly or indirectly by an individuial to his spouse or
minor child or son’s wife or son’s minor child (he-
reafter in this Explanation referred to-as “tne trans-
feree”) are invested by transferee,— '

(i} 1in any business, such inves'ment being not
in the nzture of contribution of capital as a partner
in a firm or, as the case may be, for being adrait-
~ted to the benefits of partnership in a firm, that
part of the income arising out of the business to
the transferee in any previous year, which bears the
same proportion to the incomz of th: transferce
from the business as the value of th2 assets aforesid
as on the first day of the previoar ysar bzirs to the
total investment in the businzss by the transferee as
on the said day;

(i) in the nature of coatribution of capital as
a partner in a firm or, as the case may bz, for
being admitted to the benefits of partnership in a
firm, that part of the interest receivable by the
transferee from the firm in any previous year, which
bears the same proportion to the interest receivable
by the transferee from the firm as the' value of the
" investment aforesaid as on the first day of the pre-
vious year beirs to the total investment by way of
capital contribution as a partnzr in the firm as on
the said day,

shalL'b: included in the total income of the indi-
vidual in that previous year.”.

18. For section 67 of the Income-tax Act, the fol- Substitu-
lowing section shall be substitoted, namely:— tion of new
_ : section for
section 67,

“67. (1) In computing the total income of an asse- Method of
ssee who is a member of an association of persons computing
or a boay of individuals wherein the shares of the a member’s
members are determinaté and known [other than a share in the
company or a co-operative society or a society regis- income of
tered under the Socicties Registration Act, 1860 or association
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under any law corresponding to that Act in force in of persons
21 of 1860 ~any part of India,] whether . the net result of the or body of

computation of the total income of such association individnal.

or body is a profit or a loss his share (whether any

profit or net loss) shall be computed as follows,

namely:— : : _

(a) any interest, salary, bonus, commission or
remauneration by whatever name called, paid to any
member in respect of the previous year shall be de-
ducted from the total income of the association or
bouy and the balance ascertained and apportioned
among the members. in the proportions in which

- they are entitled to share in the income of the asso-
ciation or body; -

(b)Y where the amount apportioned to a member
urder clause (a) is a profit, any interest, salary, bo-
nus, comniission or remuneration aforesaid paid to

: the member by the association or -body in respect
* of the previous year shall be added to that amount
and the result shall be treated as the member’s

share in the income of the association or body;

- (¢) where the amount apportioned to a member
under clause (a) is a loss, any interest, salary bo-
nus, commission or remuneration aforesaid paid to
the member by the association or body in respect
of the previous vear shall be adjusted against that
amount, and the result shall be treated as the mem-
ber’s share in the income of the association or body.

(2) The share of a member in the income or loss
of the association or body, as computed under sub-
section (1), shall, for the purposes of assessment, be
apporticned under the: various heads of income in
the same manner in which the income or loss of the
association or body has been determined under each
head of income.

(3) Any interest paid by a member on capital
borrowed bty him for the purposes of investment in
the association or boady shall, in competing his share
chargeable under the head “Profits and gains of
‘business or profession” in respect of his share in
thejincome of the association or body, be deducted
from his share. - '

Explanation.—In this section, “paid” has the
same meaning as is assigned to it in clause (2)
of section 43.. :
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Omission of sec 19. Sections 75,76 and 77 of the Income-tax Act
tions 75,76 and shall be omitted. , :

77 - :
Amendment of 20. In section 78 of the }ncomc~tax Z.ct, forsub-

section 78, section (1), the following sub—sectmn shall be sub-
stituted, namely:— : :

“(1) Where a change has occurred in the COllStI-
tution of a firm, nothing in this Chapter shall en-
title the firm to have carried forward and set off
so much of the loss proportionate to the.share of a
retired or deceased partner as exceeds his share of
profits, if any, in the firm in respgct of the pre-
vious year.’

Amendment. of  21. In section 20A of the Inoome—tax Act, for
section 80A, sub-setion (3), the following sub»sectron ahal}
substituted, namely:—

“(3) Where in computing the total income of an
- ‘association of persons or a body of individuals any
deduction is admissible under section 80G or: sec-
tion 80HH or section 80HHA or section 8OHHB or
section SOHHC or section 80-1 or section 80J, no
deduction under the same section shall be made in
computing the total income of a member of the
association of persons or body of individuals in re-
lation to the share of such member in the income
of the association or body ™. :

Amendment of 22, In section 80B of the Income-tax Act, clau-
section 80B. - ses (2), (4), (6) and (8) shall be omlttcd

Omission of sec- 23, ectwn 80E of the Ineome—tax Act shhﬁ be
tion 80E. ‘ ommlttcd

Insertion of new - 24.{ After secnon 80E of t.he Incm enta{ Acn as so
section 80F. omitted, the following section: shall be' inserted,
namely:—

Deduction in res-  ‘80F. (1) In com’punng the lotal mcume of an
pect of amounts assessee, being—
applied for cha-

ritable or reli- (a) a person in receipt of income derwed from
gious purposes, property held under trust wholly - for charitable or
etc. religious purposes in India or by an institution esta-

bhshed who]ly for such purposes in India; or-

(b) a person in receipt of income derived frorn
property held under trust in part only for charita-
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ble or religious purposes in India, the trust having
been created before the commencement of this Act; or

(c) "a person in receipt of income derived from
property held under a trust created on or after the
Ist day of April, 1952, or by an institution establised
on or after that date, for a charitable purpose which
is for the benefit of citizens of India abroad or
which tends to promote international welfare in
which India is interested; or

(d) a trust or institution declared by the Board,
by notification in the Official Gazette, to be a trust
or institution of national importance, having regard
to the objects set out in the instrument creating the
trust or establishing the institution, the opinion of
such experts in the respective fields of activity of
the trust or institution as the Board may think fit
to consult, and other relevant factors,

there shall be deducted, in accordance with and subject
to the provisions of this section, the sums specified here-

under, namely :-

(i) any amount applied in India by the person
referred to in clause (a), or by the trust or institution
r-ferred to in clause (d), during the previous year
wholly and exclusively to the purposes of the trust

‘or institution;

(1i) amy amount applied in India by the person
referred to in clause (b) during the previous year
wholly and exclusively to the charitable or religious
purposes of the trust;

(i) anyamount applied outside India by the per-
son referred to in clause (c) during the previous year
wholly and exclusively for the benefit of citizens
of India abroad or for promoting interpational wel-
fare in which India is interested, where the Board
has, by 'general of, special order, directed such
amount to be deducted:

Provided that any such amount applied wholly and
exclusively for the benefit of citizens of India
abroad shall qualify for the deduction under this
clause only if such amount is applied in accordance
with a scheme framed by such person and apporved
by the Board and notified in the Official Gazette;

(iv) ' any amout invesied or deposited during the
previous year in such form or mode, in such manner
and for such period as may be prescribed, where
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such investment or deposit is held by such person
or, as the case may bz, trust or institution for a
period of not less than six months ending with the
due date for furnishing the return of income ‘under
sub-section (1} of section 139.

2) ‘The deduction under sub-section (1) shall not
be allowed . unless the following conditions are ful-
filled, namely :- : L :

- (@) - the person in receipt of the income or, as

- ‘the.case may be, the trust or institution has ' made

. an.apphication for registration of the trust or institu-

'+ tion in- the presgribed . form, and in the preséribed

© mapner-to the Commigsioner or any other auflirity

prescribed in this behalf before the expiry of a* pe-

riod of one year from the date of the creation of
the trust or the establishment of the iostitution :

IR ey e P e -
. Proyided that the Commissionef or'the authority
so prescribed may, in his or its discretion, adihit an

application for the registration of any trust or

.- - institution after. the period: aforesaid. . i

- . _;Explanation.— Where an- application for registra-

tion of the trust or institution has ~been made to

the Commissioner in accordance with thé provisions

... of section 12A as it stood immediately before the

. +]st day of April, 1989, th¢ requirethents ., of this

clause- shall be deemed. to have been complied ‘with;

- (b) where the gross total income of the trust
or institution -for the previous year exceeds fifty
thousand rupees, the accounts of the trust or’insti-
. tution for the previous year have been audited by an
‘accountant as defined in the Explanation below sub-
section (2) of section 288 and the person’in receipt
of the income furnishes along with the return' of
income for the relevant asseéssment year the report
- of such ‘audit in the prescribed form duly signed and
-+ verified by such accountant and setting forth such
. particulars as.may be prescribed; . 7

. (© such other conditions as the Board may. ha-
. ving regard to the inferests or quagtum’of the
_revenue, by general or special  order, _.‘im{)QSé'.‘a,ﬁd
. such condifions may include a condition that &4 nomi-
nee of the Board “shall, notwithstanding' " ‘anytaing
contained in any other law for the time being in
force or in any instrument constituting the. trust or
institution concerned or governing the working there-

-
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- of. be appointed on the Bourd of trustees of the
said trust or, as the cas¢ may be, the governing bo-
dy of the institution. '

(3) The deduction under sub-section (1) shail not

be allowed where—

(@) any part of the property of the trust or insti-
tution is held for a private religious purpose which
does not enure for the benefit of the public or any
part of the income from such property is applied
to any such purpose as aforesaid;

(b) in the case of a trust for charitable pur-
poses or a charitable institution created or establish-
ed after the commencement of this Act, the trust or
institution is created or established for the benefit
of any particular religious community or caste;

~ {e)() in the case of a trustor an institution created

or established after the commencement of this Act,
any part of the income of the trust- or institution,
under the terms of the trust or the rules governing
the institution, enures, or

Ji)  in the case of a trust or institution whenever

 créated or established. any part of the income or

any property of the trust or institution is, during the
previous year, used or applied, .

in a manner which resulis directly in conferring any
benefit, amenity or perquisite (whether convertible
into money or not) on any interested person; or

(¢) any funds of the trust or institution are inves-

| ted or deposited, for any period during the pre-

vious year, otherwise than in any such form or
mode, in such manner and for such period as is pres-
cribed for the purposes of clause (iv) of sub-sec-
tion (1):

" Provided that the Chief Commissioner or the Com-

missioner may, if he is satisfied, on an application by
the trust or institution, that the application of the pro-
vitions of sub—cla u 1« or sub-clause (i) of clause (c)
would result in grave hardship to the trust or institu-
tion, allow the deduction wholly or to such extent as
he may deem fit having regard to the extent of the be-
nefit, amenity or perquisite derived or enjoyed by the
interested person:
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Provided further that in the case of a frust or ins-
titution created or established before the commencement
of this Act, the provisions of sub-clause (ii) of clanse
(c) shall not apply to any use or application, whether
directly or indirectly, of any part of such income or a:y
property of the trust or institution in the manner speci-
fied in that clause, if such use or application is by way
of compliance with a mandatory term of the trust or a
mandatory rule governing the institufion.

(4) Without prejudice to the generality of the pro-
visions of clause ﬂc;) of sub-section (3), the income or
the property of the trust or institution or amy part of
such income o1 properiy shall, for the purposes of that
clause, be deemed to have been used or applied in a
manner which results directly or indirectly in conferrirg
any benefit, amenity or perquisite (whether convertible
into money or not) on any interested person, if—

(a) any part of the income or property of the
trust or institution is, or continues to be, lent fo
any interested person for any period during the pre-
vious year without either adequate security or ade-

~ quate interest or both;

(b) any land, building or other property of the
trust or institution is, or continues to be, made
available for the use of any interested person for
any period during the previous year without charging
adequate rent or other compensation;

(¢) any amount is paid by way of salary,
allowance or otherwise during the previous year to
any interested person out of the resources of the
trust or institutien for services rendered by that
person to such trust or institution and the amount
so paid is in excess of what may be reasonably paid
for such services;

(d) the services of the trust or institution are
made available to any interested person during the
previous year without adequate remuneration or
-other compensation;

(e) ony share, security or other property is

urchased by or on behalf of the trust or institution

g‘om any interested person during the previous year
for a consideration which is more than adequate;

(f) any share, security or other property is sold
by or on behalf of the trust or institution to any

Ex—40(D)/88
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_interested person during the previous year for a
consideration which is less than adequate;

() any income or property of the trust or .

institution is diverted during the previous year. in
favour of any interested person:

Provided that this clause shall not apply where
the income, or the value of the property or, as the
case may be, the aggregate of the income and the

. value of the property so diverted does not exceed
one thousand rupees;

(h) any funds of the trust or institution are,
or continue to remain, invested for any period
during the previous year in any concern in which
any interested person has a substantial interest:

Provided that in a case where the aggregate of

the funds of the trust or institution invested in a

concern referred to in this clause does not exceed

‘ five per cent. of the capital of that concern, the de-

- duction under sub-section (1) in respect of the

amount referred to in clause (i} or clause (ii) of

that sub-section shall not be denied in relation to

the application of any income other than the in-

come arising to the trust or institution from such
investment, by reason only of this clause.

(5) Where deduction has been allowed under sub-
section (1) for any previous year with reference to any
amount referred to in clause (iv) of that sub-section
and in any subsequent previous year the whole or any
part of the investment or deposit in which such amount
1s held is realised or converted into cash the amount so
realised or converted into cash shall, potwithstanding
anything contained in any other provision ~of this
Act, be deemed to be the income of the assessce of the
ptevious year in which it is so realised or converted
and shall be chargeable to tax accordingly.

6) The deduction under sub-section (1} shall not
be allowable in a case where the whole or any part of
the income of the person or, as the case may be, trust
or institutivn referred to in that sub-section is chargea-
ble to income-tax, by virtue of the provisions of sections
60 to 63, as the income of ti1e author of the trust cr
founder of the institution or any other person who has
made a transfer of any income or asset to the trust of
institution. '



.

33 | Ex—4((D)/88

(7) Where the property referred to in clause (a) or
clause 'Sb) or clause (¢) of sub-section (1) consists wholly
or partly of a business undertaking, or any person, trust
or institution referred to in clause (a) or clause (b) or
clause (c) or clause (d) of that sub-section derives in-
come from a business carried on by him or it, the fore-
going provisions of this section shall apply subject to
the following conditions and with the following modifica-
tions, namely :— ‘

(a) separate books of account are maintained
by such person, trust or institution in respect of
such business; such accrunts are maintained on the
cash system of accounting and are audited by an
accountant as defined in the Explanation below sub-
section (2) of section 288, and the person, trust or
institution furnished, along with the return of in-
come for the relevant assessment year, the report of
such audit in the prescribed form duly signed and
verified by such accountant and setting forth such
particulars a s may be prescribed; :

(b) in computing the profits and gains of such
business, no deduction shall be allowed in respect
of any expenditure which results directly or indirectly
in-the provision of any remuneration, perquisite, be-
fitne or amenityto any interested person, whether for
any services rendered or otherwise;

(¢) the provisions - of sections 71 and 72 shall
not be applicable in relation to any loss pertaining
to such business;

(d) any amount referred to in clause (i) or
clause (i) or clause (iii) of sub-section (1), in so far
as such amount is applied out of the profits and
gains of such business, shall qualify for the deduc-
tion under that sub-section, if--

() such amount is so applied during the previous
year; or -

(i) such amount is so applied during the finan-
cial year next following the previous year and, until
it is so applied, the amount is kept in deposit in
a separate account in any Schedule bank and it is
not utilised for any purpose which is not a pur-
pose of the trust or institution,

and any amount which is not so applied out of such
deposit during the financial year aforesaid shall be
chargeble to tax as the income under the head “Profits
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and gains of business or profession™ of such person, trust
or institution of the next following previous year and all
the provision of this Act shall apply accordingly;.

(e) any amount referred to in clause (iv) of sub-sec-
tion (1) shall not be taken into account for the purpose
of allowing the deduction under that sub-section, in so
far as such amount relates to the profits and gains of
such business; _

(f) without prejudice to the provisions of sub-section
(3), the deduction under sub-section (1) shall not be
allowed in a case where—

(i) such business consists, wholly or partly, in—

(A) the purchase and sale of any securities or shares;
or :

: B) mon‘ey-lending or financing in any form; or

_ (C) speculation ‘in gecurities or shares or any
other commodities; or

(D) engaging in the conduct of, or participating
in, any lottery or crossword puzzle, races including
horse races, card games or other games of any sort
or gambling or betting of any form or nature
whatsoever; or

(E) such other activity as may be prescribed; or

(i) the person, trust or institution aforesaid engages
in any business transaction with any interested person
or with any concern in which any interested person
has a substantial interest;

(iii) such person,trust or institution enters into any
partnership or joint venture or forms any  association
of persons or a body of individvals with any interested
person has a substantial interest.

(8) The Board may, by general or special order, direct
that any power or authority conferred upon it under
this section may, subject to such conditions and restric-
tions as it may think fit to impose, be exercised also
by such officer not below the rank of a Commissioner
as it may specify in the order.
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Explanation 1.-—For the porposes of this section,—
(@) “intetesied person’’ means—

(i) the author of the trust or the founder of the
institution;

(i) any person who has made a substantial con-
tribution to the trust or institution, that is to say,
any person whose total contribution up to the end
of the relevant previous year exceeds twenty-five

- thousand rupees;

(iii) where such author, founder or person is a Hin-
du undivided family, a member of the family or any
relative of such member; '

(iv) any trustee of the trust or manager (by what-
ever name called) of the institution;

() any relative of any such author, founder, person,
member, trustee or manager as aforesaid;

(vi) any concern in which any of the persons referred
to in sub-clauses (i), (ii), (i), (iv), and (v) has a sub-
stantial interest;

(b) «relative,” in relation to an individual, means,—
(i) spouse of the individual;
(ii) brother or sister of the individual;

(iii} dbr(}ther or sister of the spouse of the indivi-
ual; '

(iv) any lineal ascendant or descendant of the
individual; '

(v) any lineal ascendant or descendant of the
spouse of the individual,

(vi)™ spouse of a person referred to in sub-clause
(i),  sub-clause (iii), sub-clause (iv} or sub-clause (v);

(vii) any lineal ascendant or descendant of a bro-

ther or sister of either the individual or of the spouse

of the individual; . '

() “scheduled bank” shall have the same meaning

- as in clause (i1} of the Ex lanation t0 clause (viia) of

sub-section (1) of section 36;
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(@) <«trust” includes any other legal obligation,

e) any reference to ““institution” shall be cons-

trued as including also a reference.to “fund”.

Explanation 2.—A trust or instifution created or es-

tablished for the benefit of scheduled castes, backward

classes, scheduled tribes or women and children shall not
be deemed to be a trust or institution created or esta-
blished for the benefit of a religious community or caste
within the meaning of clause (b) of sub-section (3).

Explanation 3.—For the purposes of this section, a
person shall be deemed to have a substantial interest in
a concern,—

(i) in a case where the concern is a company,
if its shares (not being shares entitled to a fixed rate
of dividend whether with or without a further right
to participate in profits) carrying not less than twenty
per cent of the voting power are, at any time du-
ring the previous year, owned beneficially by such

person or partly by such person and partly by one .

or more of the other persons referred to in clause
(@) of Explapation 1;

(ti) in the case of any other concern, if such
person is entitled, or such person and one or more
of the other persons referred to in clause (a) of Ex-
planation 1 are entitled in the aggregate, at any time

during the previous year, to not less than twenty

per cent of the profits of such concern’.
25, In section 80G of the Income-tax Act,—
(@) in sub-section (1), in clause (i), for the words,

brackets, figures and letter “’sub-clause (iiia) or in’, the
words, brackets, figures and letters “sub-clause (itia) or

sub- clause (iiid) or sub-clause (iiie) or” shall be substituted ;

(b) in sub-section (2), after sub-clause (iiic) of

‘clause (a), the following sub-clauses shall be inserted,

namely:—

“@iiid) the tural development fund set up and
notified by the Central Government in this behalf; or

(ilie) a trust or institution of national impor-
tance referred to in clause (b) of sub-section (1) of
section 80F which bas as its main object the under-
taking of scientific research or carrying out of any
rural development programme or any programme of

Amend-
ment of
section
80G.,
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conservation of natural resources or of afforestation
of wasteland; or’’;

-(c) for sub-section (4), the following sub-section
shall be substituted, namely:— _

“(4) Where the aggregate of the sums referred
to in- sub-Clauses (iv), (v) and (vii) of clause (a)and
in clause (b) of sub-section (2) exceeds ten per cent.
of the gross total income (as reduced by any por-
tion thereof on which income-tax is not payable un-
der any provision of this Act and by any amount in
respect of whichi the asscssee is entitled to a deduc-
tion under any other provision of this Chapter), then
the amount in excess of ten per cent of the gross
total income shall be ignored for the purpose of

" computing the aggregate of the sums in respect of
which deduction is to be allowed under sub-section
(l.)_n;

d) in sub-section (5), for clause (i), the fol-
lowing clause shall be substituted, namely —

“(i) where the institution or fund derives any
income, such income would not be liable to be in-
cluded in its total income under the provisions of
clause (22) or clause (22A) or clause {23AA) or clause
(23C) of section 10, or the trust or institution [other
than the trust or institution referred to in sub-clavse
(iiie) of clause (a) of sub-section (2)} is eligible for
the deduction under section 80F;”;

(¢) in Explacation 2, for clauses (i) and (ii), the
following clauses shall be substituted, namely:—

“(i) that, subsequent to t'e donation, the

trust or institution has become ineligible for the de-

~ duction under section ¢0OF due to non-compliance
with anyof the provisions of that section;

(ii) that the deduction under section 80F is
denied in relation to the application of any income
- arising to it from any investment referred to in
clause (h) of sub-section (4) of that section. where
the aggregate of the funds invested by it in a con-
cern referred to in the said clause (h) does not ex-
ceed five per cent of the capita! of that concern;”;

Omiss’'on 26, Section 80GGA of the Income-tax Act shall be
of section omitted. )
80GGA.
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Amendment
of section
SOL.

Omission of

sub-section (1), after clause (v),
shall be inserted with effect from the 1st day of April,
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27. In section 80-L of the Income-tax Act, in
the following clause

1988, namely;— \
“(va) income received in respect of units of a
Mutual Fund specified under clause (23D) of sec-
tion 10;”.

28. Section 0QQ of the Income-tax Act shall be

section 80QQ. omitted.

- Substitution
of new sec-
tion for sec-
tion 86,

Share of
member of
an associa-
tion of per-
sons or bo-
dy of indi-
viduals in
the income
of the asso-
ciation or

body.

29. For section 86 of the Income-tax Act,
following section shall be substituted, namely:—

the

“86, Where the assessee is 2 member of an associa-
tion of persons or body of individuals [other thana
company or a co-operative scciety or a society regis-
tered under the Societies Registration Act, 1860
or under any law corresponding to that Act inforce
in any part of India, income-tax shall not be payable
by the assessee in respect of his share in the income
of the association or body computed in the manner

provided in section 67:

Provided that,—

21 of 1860

(@) where the association or body is chargeable
to tax on its total income at the maximum marginal
rate or any higher rate, under any of the provisions -
of this Act, the share of 2 member computed as
aforesaid shall not be included in his total income;

(b) in any other case, the share of a member
computed as aforesaid shall form part of his total
income:

Provided further that where no income-tax is
chargeable on the total income of the association or
_~ body, the share of a member computed as af >resaid

-~ shall be chargeable to tax as part of his total income

and nothing contained in this section shall apply to
the case.”.

30. For sections 116, 117 and 118 of the Income- Substitution
tax Act, the foilowing sections shall be substituted with of new sec-
effect from the 1st day of April, 1988, namely.— tions for

- sections 116
117 and 118.
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. “116. There shall be the following classes of Income-tax
moon'lle-tax authorities for the pugposes of this Act, authorities
namely;

(a) the Central Board of Direct Taxes consti-
54 of 1963. igge;l under the Central Boards of Revenue Act,

(b) Direciors-General of Income-tax or Chief
Commissioners of Income-tax,

(¢)  Directors of Income-tax or Commissioners
of Income-tax or Commissioners of Income-tax

(Appeal S), '

- (d) Deputy Directors of Income-tax or Deputy
Commussioner of Income-tax or Deputy Commissio-
ners of Income-tax (Appeals),

(e) Assistant Directors of Income-tax or Assis-
tant Commissioners of Income-tax,

(f) Income-tax Officers,
(g) Tax Recovery Officers,
b

-‘(h) Inspectors of Income-tax.

117. (1) The Central Government may appoint Appoint-
such persons as it thinks fit to be income-tax au- ment of in-
thorities. - . come-tax

authorities.

(2) Without prejudice to the provisions of sub-
section (1), and subject to the rules and orders of
the Central Government regulating the conditions
of service: of persons in public services and posts,
“the Central Government may authorise the Board,
or a Director-General, a Chief Commissioner or
a Director or a Commissioner to appointxo
income-ta authorities below the rank of an Assistant
Commissioner. . .

3) Subject to the rules and orders of the Cen-
tral Government regulating the conditions of servi-
ce of persons in public services and ggsts, an in-
come~tax authority authorised in this behalf by the
Board may appoint such executive or ministerial
staff as may be necessary to assist it in the execu-
tion of its functions.
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[ 3
- Control of in- - 118. “The Board may, by notification in the
come-tax authori- Official Gazette, direct that any income-tax autho-
ties. ~ rity or authoritizs specified in the notificaticn shall

be subordinate to such other income-tax anthori
or Authorities as may be specified in such notifi-
cation,”. '

Amendment 31, In section 119 of the income-tax Act, with
of section  effect from the 1st day of April, 1988,—
119. :

(a) in sub-section (2), in clause (b), for the
words “the Commissioner or the Income-tax Offi-
cer”, the words “and brackets “any income-tax au-
thority, not being a Deputy Commissioner (Appeals)
or Commissioner (Appeals)” shall be substituted;

(b) sub-section (3) shall be ommitted.

Sobstitution 32. For section 120 of the Income-tax Act, the fo-
of new sec- llowing section shall be substituted with effect from
tion for sec- the Ist day of April, 1988, namely:—
tion 120, :
“120. (1) Income-tax authorities shall exercise
Jurisdiction of all or any of the powers and perform all or any
income~tax ou- of the functions conferred on or, as the case may be,
thorities. assigned to such authorities by or under this Act
in accordance with such directions as the Board may
issue for the exercise of the powers and performan-
ce of the functions-by all or anyof thoseauthorities.

{2) The directions of the Board under sub-sec-
tion (1) may authorise any other income~tax autho-
rity to issu¢ orders in writing for the exercise of the _
powers and performance of the functions by all or
any of the other income-tax authorities who are su-
bordinate to it.

(3) In issuing the directions or orders referred
~ to in sub-sections (1) and (2), the Board or other
~ income-tax authority authorised by it may have re-
gard to any one or more of the following criteria
pamely:—
(@) territorial area;
(b) persons or classes of persons;
(¢) incomes or classes of income; and
+(d) cases or classes of cases.

(4) Without prejudice to the provisions of sub-
sections (1) and (2), the - Board may, by general or
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- .specidl order,. and-subject to such conditions, restric-

. tions or limitations as may be specified therein,—

'('a')' authorise ‘any Director-General or Dijrector
to periorm such functions of .any other income-tax

.~ authority as .y be assigned ‘to him by the Board;

(b) . empower the Director—General or Chief Com-
missioner or Commisioner to issue orders in writing
that the powers and functions conferred on, or as the
case may be, assigned to, the Assessing Officer by or
under this Act in respect of any specified area or per-
sons or classes of persous or incomes or classes of
income or cases or <:asses of cases, shall be exercised or
performed by a Deputy Commissioner, and, where any
. order is made-under this clause, references in anyother
- provision .of this Act orin any rule made thereunder

-to the Assessing Officer shall be deemed..to be
references to such Deputy Commissioner by whom
the powers and functions are to be exercised or
performed under such order, and any provision of
this Act requiring approval or sanction of the De-
- puty Commissioner -shall not apply.

"~ -(5) The directions and orders referred to in
- sub-sections (1) and (2) may,. wherever considsred
necessary or appropriate for the proper management
of the work, require to or more Assessing Oificers
-(whether. or not of the same class) to exercise and
-.perform, concurrently, the powers and functions in
- respect of any area or persons or classes of persons

.- or incomes or classes of income or cases or classes of
... cases; and where such powers and functions are exer-

cised and performed concurrently by the Assessing
Officers of different classes, any authority lower .n
rank amongst them shall excercise the powers and per-
- formy the. functions: as any higher authority amongst

them may direct, and, further, references in any.other
provision of this Act or in any rule made thereunder
.to the Assessing Oificer shall be deemed to be referen-

. ., ces to. such. higher authority and any provision of

~..this-Act requiring approval or sanction of any such

L + authority shall not apply, .

. (6) - Notwithstanding anything contained in any

.., -direction or order issued under this section, or in
- section 124, the Board wiay, by not ficatisn in  the

.. Official Gazette, direct that for. the purpose of furni-
.. Shing; of the return of income or the doing of any
...-other -act or -thing under this Act or any rule made

thereunder by any person- or class of persons, the
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income-tax authority exercising' and performing the
powers and functions in relation to the said person
or class of persons shall be such authority as may
be specified in the notification™.

33. Sections 121, 1214, 122, 123, 125, 125A, 126
128, 130 and 130A of the Income-tax Act shall be omitted
with effect from the Ist day of April, 1988.

34. For section 124 of the Income-tax Act, the
following section shall be substituted with effect from
the st day of April, 1988, namely :—

“124. (1) Where, by virtue of any direction or

Omission
of sec-
n, 122
121A,
123, 125,
125A,

126, 128,

130 and
130A.

Substitu-
tion of
new sec-
tion for
section
124.

order issued under sub-section (1) or sub-section (2) of Jurisdic-

section 120, the Assessing Officer has been vested with

tion of

jurisdiction . gver any area, within the limits of such Assessing

area, he shall have jurisdiction—

(@) in respect of any person carrying on a busi-
ness or profession, if the place at which he carries
on his business or profession is situate  within the
area, or where his business or profession is carried
on in more places than one, if the principal place

~ of his business or profession is situate within the
area, and.

>

('B) in respect of any other person residing within
the area. ' .

(2) Where a question arises under this section as
to whether an Assessing Officer has jurisdiction to assess
any person, the question shall be determined by the Di-
rector-General or the Chief Commissioner or the Com-
missioner; ot where the question i3 one relating to areas
within the jurisdiction, of different Directors General or
Chief Commissioners or Commissioners, by the Directors
General or Chief Commissioners or Commissioners -
concerned or, if they are not in agreement by the Board
or by such Director General or Chief Commissioner or
Commissioner or as the Board may, by notiffication in
the Officlal Gazette, specify.

Officers.
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tion of

new Sec-
tion for
section 127.

Power to
transfer
cases.,
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(3) No person shall be entitled to call in question
the jurisdiction of an Assessing Officer—

(?) where he has made a return under sub-section

1) of section 139, after the expiry of one month from

e date on which he was served with a notice under

sub-section gl) of section 142 or sub.section (2) of sec-
1

tion 143 or after the completion of the assessment, which -
ever eatlier; _

(b) where he has made no such return, after the
expiry of the time allowed by the notice under sub-
section (1) of section 142 or under section 148 for
the making of the return or by the notice under the
first proviso to section 144 to show cause why the
assessment should not be completed to the best of

the judgement of the Assessing Officer, whichever
is carlier.

(4) Subject to the provisions of sub-section (3),
where an assessee calls inquestion the jurisdiction of an
Assessing Officer, then the Assessing Officer shall, if not
satisfied with the correctness of the claim, refer the matter

for determination under sub-section (2) before the assess-
ment is made.

(5) Notwithstanding anything contained in this sec-
tion or in any direction or order issued under section
120, every Assessing Officer shall have all the powers
conferred by or under this Act on an Assessing Officer
in respect of the income accruing or arising or received
within the area, if any, over which he has been vested
with jurisdiction by virtue of the directions or orders

issued under sub-section (1) or sub-section (2) of sec-
tion 120.”, :
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35. For section 127 of the Income-tax Act, the

following section shall be substituted with effect from
the Ist day of April, 1988, pamely ;— .

‘127. (1) The Rirector General or Chief Comi-
ssioner or Commissioner may, after giving the asscssec a
reasonable apportunity of being heard in the matter,
wherever it 18 possible to do so, and after recording his
reasons for doing so, trarsfer any case from one or mor:
Assessing Officers subordinate to him (whether with or
without concurrent jurisdiction) to any other Assessing
Officers or Assessing Officers- (whether with or without
concurrent  jurisdiction) also sub-ordinate to him.
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' (2) Where the Assessing Cficer or Assessing Officers
from whora the case is to be traosferred and the Asse-
ssing Officet ¢r Assessing Officers to whom the case is
to be transfesred are not subordinate to the same Di-
rector General or Chief Commissioner or Commissioner,~

() where the Directors General or Chief
Commissioners or Coummissioneis to whom such
Assessing Officers are subordinate are in agreement,
then the Director General or Chief Commissioner or

* - - Commissioner from whose jurisdiction the chgéis to be
transferred may, after giving the assessee a reasona-
ble opportunity of being heard in the matter, where-

© ver it is possible to do so, and aiter recording his
reasons for doing so, pass the order;

(b) where the Directors General or Chief Com-
missioners or Commissioners aforesaid are not in
agreement, the order transferring the case may, si-
milarly, be passed by the Board or any such Direc-
tor Geperal or Chief Commissioner or Commission.€r

© .as the Board may, by notification in the Official
- Gazzette, authorise in this behalf

(3) Nothing in sub-section (1) or sub-section (2)
shall be deemed to require any such opportunity to be
_given where the transfer is from uany Asscssing Officer
~ or Assessing Officers (whether with or without concurrent
- Jurisdiction) to any other Assessing Officer or Assessing
Officers (whether with ‘or withovt concurreat jurisdic-
~tion) .and the offices of all such officers are situated in
- the same city, locality or place. -

(4) The transfer of a case under sub-section(1) or sub-

~-section (2) may be madeé at any stage of the proceedings,
-and shall not render necessary the re-issue o; any notice
already issued by the Asséssing. Otiicer. or Assessing Offi-
cers from whom the case is transferred.

- Explanation — In ‘section 120 and this section, the
- word “case” in relation to any person whoee name is

- specified in any order or direction issued thereunder,
means all proceedings under this Act, in respect of any

‘year which may be pending on the date of such order
- or:direction or which- may have been completed on or

- before.such date, and includes also-all proceedings under

- -this Act which may be commenced after the date of
sich order or direction in respect of any year.”

“w,~'
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36 In section 131 of the Income-tax Act,—

{a) in sub-section' (IA), for the words «If the
Assisiart Director of Insnection”, the words, brackets
and figures “If the Director General or Director, or the
aut -orised officer referred to in sub section (1) of seo-
tion 132, before he takes action wnder clauses (i) to (v)
o: that sub-section®, shall be substituted;

(b} sub-section (2, shall be omitted.
57, kuosecion (52 of the income-tax Act,—
(@) in sub-se:ton (1),—

Y fur the words “or Incor.e-tax Oficer” cecurting
tclavses (Ay asc [ tne vords ““Assgistant Oemirnissio-
ner or Income-tax Officer” shall be substituted;

(i) in the proviso, for the word and figures “sec-
ticn 121, the word and figures “section 1207 shall be
substituted; - :

(b¥ in Si.lb-SC'.:ti()n.(] ‘3. for the word and. figures
“section '217, the wir! and figures “section 120” shall
be subsitituted ;

(¢) in srb-section g?‘,, the followirg Explanation
shudl be inserted at the end, namely,—

“Explanation — For the removzl of doubts, it is
hereby declared that serving of an order as aforesaid
nnder this svb-seciion shell not he deemed to be.seizure
of such books of account, other dccuments, money,
builion, jewellery .t cther valuahle urticle or th ng under
clause (iti) of sub-section (1)

@) in sub-section (4), the following Explanation,
chall be ingarted ¢ the end, namely.---

“Hxplanation — For the re novd of doubts, it is
he eby declared that th= cxamin tica of any person
under this sub-section pi:v be not mrzrely in respect of
ary books of uccount, other documents or assets found
as a result of the search but also in respect of all ma-
tte:s relevant. for the -urposes of any i=vastization con-
nected with any proceeding under the Indian Income-tax

CAct, 1922, or under this Act”;

(¢) after sub-section (8), the following sub-section
shall be inserted, namely,—

Ex—40(D)/38
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*“(8A) An under sub-section (3) shall not be in force

for a period exceeding sixty days from the date of the -

order, except where the aunthorised officer, for reasons
to be recorded by him in writing, extends the period of
operation of the order beyond sixty days, after abtaining
the approval of the Commissioner for such extension:

Provided that the Commissioner shall not approve
the extension of the period for any period beyond the
expiry of thirty days after the completion of all the pro-
ceedings under this Act in respect of the years for which
the books of account, other documents, money, bullion,
jewellery or other valuable articles or things are relevant.”;

(f) in Explanation I, for the words, brackets and
figure “the period of one hundred and twenty days for
the purposes of sub-section (5)’°, the words, brackets
and figure “the period referred to in sub-section (5)
for the purposes of that sub-section™ shall be substituted.

38. In section 132A of the Income-tax Act, in
sub-section (1), for the words “or Income-tax Officer”,
the words, “Assistant Commissioner or Income-tax
Officer” shall be substituted,

39. In section 133 of .the Income-tax Act,—

(@) in clause (4), for the words “four hundred
rupees”, the words “one thousand rupees, or such
hig,hccrl amount as may be prescribed” shall be subs-
tituted ;

(b) the following proviso shall be added at the
end, namely:—

“Provided that the powers referred to in clause
(6), may also be exercised by the Director-General,
the Chief Commissioner, the Director and the Com-
missioner.”. ' _

40, In section 133A of the Income-tax Act, in the
Explanation, in clause (a), for the words “if so authori-
sed by the Income-tax Officer”, the words “if so autho-
rised by any such authority” shall be substituted.

41, Tn section 138 of the Income-tax Act, in sub-
section (1),— :

(i) in.clause (), for the words and figures
“relating to any assessee in respect of any assess-

Amend-
ment of
section
132A.

Amend-
ment of
section

1 33.

Amend-
ment of
section
133A.

Amend-
ment of

section 138
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ment made under this Act or under the Indian In-
come-tax Act 1922”, tie following shall be substitu-
~ ted, namely:—

. . ) N
. ‘“received or obtained by any income—tax autho-
rity in the performance of his functions under this
Act”;

(@) in clause (b),—

(1) for the words, figures and letters “in res-
pect of any assessment made under this Act or the
Indian Income-tax Act, 1922 on or afier the 1st
day of April, 960", the words “received or obtai-
ned by any income-tax authortity in the peiforman-
ce of his functions under this Act” shall be substi-
tuted;

(’2) the words ““in respect of that assessment
only” shall be omitted.

42, In section 139 of the Income-tax Act,—

(a) for sub-section 51}, the - following sub-section
shall be substituted, namely :—

‘(1) Every person, if his total income or the to-
tal income of any other person in respect of which
he is assessable under this Act during the previous
year exceeded the maximum amount which is not
chargeable to income tax, shall, on or before the
due date, furnish a return of his income or the in-
come of such other person during the previous year, in
the prescribed form and verified in the prescribed
manner and setting forth such other particulars as
may be prescribed.

Explanation.—In this sub-section, ¢“due date”
means— .

(a) where the assessee is a company the 3ist
day of December of the assessment year;

(b) where the assessee is @ person, other than
a8 company,—

(i) in a case where the accounts of the assessee
.are required under this Act or any other law to be
audited, or in the case of a co-operative society,
the 31st day of October of the ascessment year;

Ex—40(D)/88
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(ii) in a case where the total income referred
to in this sub-section includes any income from
business or profession, not being & case falling under
sub-clause (1), the 3ist day of August of the assess-
ment year;

(i) in any other case, the 3%h day of June of
the assessment year.’;

(b) sub-section (2) shall be omitied;

(¢) in sub-section (3)!as amended by section 12 of

the Taxation Laws (Amendment md “iscellaneous Pro-
visions) Act, .986],—

(i) the words, brackets anc figure “has not
becn served with a notice under sud-section (2),”
shall be omitted:

(i} the words ‘‘or by the shirty-first day of
July of tiue ncsessment year relevant to the previous
year during which the Toss was sastained” shall be
omitted;

(d) for sub-sections (4) and (4A), the followmg

sub-sectici s shzll be substituted, namely: —

- *“(4) Any pe~son who has not furrished a return
within the time allowed to him under sub-s:clion
{1), or within the time allowed under a notice issued
under sub- section (1) of section 142, may furnish
the return for any previous year at any time before
the expiry of one year from the e1d of he reievant
assessment year or before the completion of the
assessment, whichever is earlier:

Provided that where the return relates to a pre-
vious year relevant to the assessmant vear commnen-
cing on the Ist cday of April, 1958 or anv earlier
assessment year, t-e reference to one vear aforesaid
shall be construed as a reference o two years from
the end of the relevant assessment yeur.

(4A) Every person, trust or institution referred
to m sub-section (1@ of section 8UF shall, if the
total income in respect of which such person, frust
or institution is astessable (the totul income for this
purpose being computed without giviny effect to the
provistons of that section) exceeds the maximum
amount which is not chargeable t¢ income- tax, fur-
nish a return of such income of the previous year,

46 of 198¢
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in the prescribed form and verified in the prescribed
manner and setting forth such other particulars as
may be prescribed, and all the provisions of this
Act shall, so far as may be, apply as if it were a re-
turn required to be furnished under sub-section (1),”;

(¢) for sub-section (5), the following sub-section
shall be substituted, namely:—

~*¢5) If any person, having furnished a return
under sub-section (1), or in pursuance of a notice
issued under sub-section (1) of section 142, discovers
any omission or any wrong statement therein, he
may furnish a revised return at any time before the
expiry of one year from the end of the relevant
assessment, year or before the completion of the
assessment whichever is earlier,

Provided that where the return relates to the
previous year relevant to the assessment year com-
mencing on the Ist day of April; 1988, or any ear-
lier assessment year, the reference to one year afore-
said shall be construed as a reference to two years
from the end of the relevant assessment year.”;

(f) in sub-sections (6) and (6A), for the words, brac-
kets and figures “in sub-sections (1), (2) and (3)”, the
words, brackets and figures “in sub-sections (1) and (3)
of this section, and in clause (1) of sub-section (1) of
section 142” shall be substitued;

(g) sub-section (7) shall be omittt;.d;

(h)  in sub-section (8), after clause (b), the following
clause shall be inserted, namely o

“(c) The provisions of this sub-section shall -
apply in respect of the assessment for the assessment
year commencing on the 1st day of April, 1988, or
any earlier assessment year, and references therein 1o -
the other provisions of this Act shall be construed
as references to the said provisions as they were ap-
~plicable to the relevant assessment year.”; .

(1) in sub-sectiou (10, in the proviso, for clauses (c
and (d), the following clause shall be substituted, namely :—

“() a return of loss which has been fqrﬁished |
in accordance with the provisions of sub-section (3);
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(d) a return furnished under sub-section (4A),
in respect of a person, trust or institution referred
" to in sub-section (1) of section 80F;”.

- 43, In section 139A of the Income-tax Act,—
(i) in sub-sections (1) and (2), for the words “any
accounting year”, the words “any previous year” shall
be substituted;

(i) in sub-section (6), after clause (b), the following
clause shall be inserted, namely:—

“(c) the categories of documents pertaining to
business or profession of ‘the persons to whom per-
manent account numbers have been allotted, in
which such numbers shall be quoted by them.”;
@iii) in the Explanation, clause (a) shall be omitted.

Amend- 44, In section 140 of the Income-tax Act,—

ment of (i) for clause (a), the following clause shali be substi-
section 140. tused, namely:

*(a) in the case of an individual,—
() by the individual himseif;

(ii) where he is absent from India, by the in-

dividual himself or by some person duly authorised

by him in this behalf;

(i) where he is mentaily incapacitated from
attending to his affairs, by his guardian or any other
person competent to act on his behalf; and

(iv) where, for any. other reason, it is ‘not pos-
sible for the individual to sign the return, by any
person duly authorised by him in this behalf:

Provided that in a case referred to in sub-clause (1i)
or sub-clause (iv), the person signing the return holds a
valid power of attorney from the individual to do so,
which shall be attached to the return;”;

(ii) to clause (c), the following  provisos shall be
added, namely:— '

_*Provided that where the company is not resident in
India the return may be signed and verified by a person
who holds a valid power of attorney from such compa-
ny to do so,which shall be attached to the return :

s
Amend-
ment of
section
139A
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Provided further that,~—

(p) where the company is being wound up,
whether under the orders of a court or otherwise,
or where any person has been appointed as the re-
ceiver of any assets of the company, the return shall
be signed and verified by the liquidator referred

to in. sub-section (1) of section 178;

(@) where the management of the company has
been taken over by the Central Government or any
State Goverament under any law, the return of the
company shall be signed and verified by the princi-
pal officer thereof;”; ‘

(i) after clause (d), the following clause shall be
inserted, namely:—

*(dd) in the case of a political party teferred
to in sub-section (4B) of section 139, by the chief
executive officer of such party (whether such chief
executive officer is known as secretary or by any

" other designation);”.

Ament- 45. In section 140A of the Income~tax Act,—

ment of ga) in- sub-section (1),—

_section i) for the words “the assessee shall be liable w0
140A. - pay such tax before furpishing the return.and the

return shall be accompanied by proof of payment
of such tax”, the following shall be substituted,
namely:—

“the assessee shall be Hable to pay such tax, toge-

ther with interest payable under any provision of

this Act for any delay in furnishing the return or

any default or delay in payment of advance tax, be-

fore furnishing the return and the return shall be

accompanied by proof of payment of such tax and
~ interest™;

(i) the following Explanation shall be inserted at
the end, namely:— _

«Explanation :—Where the amount - paid by the
assessee under this sub-section falls short of the ag-
gregate of the tax and interest as aforesaid, the a-
mount so paid shall first be adjusted towards the
interest payable as aforesaid and the balance, if any,
‘shall be adjusted towards the tax payable.”;
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(b) for sub-section (3), the following - sub-section
shall be substituted, namely:—

“(3) If any assessee fails to pay the whole or
any part of such tax or interest or both in accor-
dance with the provisions of sub-section (1), he shall,
without prejudice to any other consequences which
he may incur, be deemed to be-an assessee in de-
fault in reifect of the tax or interest or both remai-
‘ning unpaid. and all the provisions of this Act shall
apply accordingly.”.

"46. Section 141A of the Income-tax Act, shall be
omitted. B

47. In section 142 of the Income-tax Act, in
Sub-section (1),—

(a) in the opening paragraph, for the words,

brackets and figures “or to whom a notice has been
issued  under sub-section (2) of section 139 (whether
a return has been made or not)”, the words, brac-
kets and figure “or in whose case the time allowed
under sub-section (1) .of that section for furnishing
the return has expired” shall be substituted; _

) clauses Si]) and (i) shall be re-numbered as clau-
ses (1) and (iii) thereof respectively, and before clause
(ii) as so re-numbered, the following clause shall be in-
serted, namely:—

. *“(i) where such persons has not made a return
before the end of the relevant assesment year, to
- furnish a return of his income or the income of any
other person in respect of which he is assessable
~under this Act, in the prescribed form and verified
in the prescribed manner and setting forth such o-
ther ‘particulars as may be prescribed, or”.

Substitution of 4 . For section 143 of the Income-tax Act, the fo
new section llowing section shall be substituted, namely:—
for section 143, ) ' o

Omission of
s;ction 141

Amendment -

of section
142,

“142, (1Y (a¥ Where a return has been made under -

Assessment. section 139, or in response to a notice under sub-sec-
tion (1) of section 142— " -~ ~ - =

.. (@) if any tax or interest is found due on the
basis of such returm, after adjustment of any tax
deducted at source, any advance tax paid and any
amount paid otherwise: by .way.of tax or interest,

Al
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then, without prejudice to the provisions of sub—sec-
tion (2), an intimation shall be sent to the assessee
specifying the sum so payable, and such intimation
shall be deemed to be a notice of demand issued
under section 156 and all the provisions of this Act
shall apply accordingly; and '

- (i} if any refund is due on the basis of such
return, it shall be granted to the assessee:

-Provided thatin computing the tax or interest paya-
ble by, or refundable to, the assessee, the following ad-
justments shall be made in the income or loss declared
in the return, namely:— '

(i) any arithmetical errors in the return, accounts
or documents accompanying it shall be rectified;

@i} any loss carried forward, deduction, allo-
wance or relief, which, on the basis of the informa-
tion available in such return, accounts or documents,
is prima facie admissible but which is not claimed
in the return, shall be allowed;

(iii) any loss carried forward, deduction, alio-
wance or relief claimed in the return, which, on the
basis of the the information available in such return,
accounts or documents, is prima facie inadmissible,
shall be disallowed. ' '

(b) Where, as a result of an order made under sec-
tion 147 or section 154 or section 155 or section 250 or
section 254 or section 260 or section 262 or section 263
or section 264, or any order of settlement made under sub-
section (4) of section 245D relating to any earlier assess-
ment year and passed subsequent to the filing of the re-
turn referred to in clause(a), there is any variation in the
carry forward loss, deduction, allowance or relief clai-
med in the return, and as a result of which,—

(i) if any tax or interest is found due, an inti-
mation shall be sent to the assessee specifying the
sum so payable, and such intimation shall be dee-
med to be a notice of demand issued under section
156 and all the provisions of this Act shall apply
a ccordingly, and

(ii) if any refund is due, it. shall be granted to
the assessee:
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Provided thati an intimation for any tax or interest
due under this clause shall be sent after the expiry of
four years from the end of the financial year in which
any such order was passed. '

(2> In a case referred to in sub-section (1), if the
Assessing Officer considers it necessary or expedient to
ensure that the assessee has not understated the income
or has not computed excessive Joss or has not under-paid
the tax in any manner, he shall serve on the assessee a
notice requiring him, on a date to be specified therein,
either to attend his office or to produce, or cause to be
produced there, any evidence on which the assessee may
rely in support of the return:

Provided that no notice under this sub-section shall
be served on the assessee after the expiry of the finan-
cial year in which the return is furnished or the expiry
of six months from the end of the month in which the
return is furnished, whichever is later,

(3) On the day specified in the notice issued under
sub-secsion (2), or as soon afterwards as may be, after
hearing such evidence as the assessee may produce and
such other evidence as the Assessing Officer may require
on specified points, and after taking into account all
relevant material which he has gathered, the Assessing
Officer shall, by an order in writing, make an assessment
of the total income or loss of the assessee, and deter-
mine the sum payable by him on the basis of such
assessment.”’.

49, In section 144 of the Income-tax Act,— Amend-
ment of
(@) in clause (a), for the words, brackets and figures section
“by any notice given under sub-section {2) of section 139”, 144
the words, brackets and figures “under sub-section (1)
of section 139’ shall be substituted;

(b) for the words “shall make the assessment,”
the words ‘shall after giving the assessee an
opportunity of being heard, make the assess-
ment” shall be substituted;

(c) the words *or refundable to the assessee™ shall
be omitted;

(d) the following provisos shall be added at the end,
namely :—
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“Provided that such opportunity shall be given
by the Assessing Officer by serving a notice calling
upon the assessee to show cause, on a date and
time to be specified in the notice, why the assessment
should not be completed to the best of his judgment:

Provided further that it shall not be necessary
to give such opportunity in a case where a notice
under sub-section (1) of section 142 has been issued
prior to the making of an assessment under this
section.”. -

50. In section 144A.of the Income-tax Act, sub-section Amend-
{2) shall be omitted. ment of
- : - section
144A.

51. Section 144B of the Income-fax Act shall be omitted. Omission
of sec-
tion 144B.

Amend- 52. Ip section 145 of the Income-tax Act, in sub-
ment of  section (1), after the ptoviso, the following proviso shall
section be inserted, namely:—

145, -
~ “Provided further that where no method of accoun-
ting is regularly employad by the assessee, any income
by way of interest on securities shall be chargeable to
- tax as the income of the preévious year in which such
interest is due to the assessee.”.
Omissicn 53. Section 146 of the Income-tax Act shall be
_of section  Omitted.
146. |
Substi 54. For sections 147 and 148 of the Income-tax

tution of Act, the following sections shall be substituted, namely:—
new sec- -

tions for

sections

147 and

148,

Income «“147. If the Assessing Officer, for reasons to be
escaping recorded by him in writing, is of the opinion that any
assess- income chargeable to tax has escaped assessment for any
ment. assessment year, he¢ may, subject to the provisions of

sections 148 to 153, assess or reassess such income and
also any other income chargeable to tax which has escaped
assessment and which comes to his notice subsequently
in the course of the proceedings under this section, or
recompute the loss or the depreciation allowance or any
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other allowance, as the case may be, for the assessment
year concerned (hereafter in this section and in sections
148 to 153 referred to as th: relevant assessment year):

Provided that where an assessment under sub-section
{(3) of section 143 or this section has heen made for the
relevant assessment year, no action shall be taken under
this section after the expiry of four yzars from the end
of the relevant assessment ear, ualess any income
chargeable to tax has escaped assessment for such assess-
ment year by reason of the failure on the part of the
assessee to make a return under section 139 orin response
to a notice issued under sub-section (1) of section 142
or section 118 or to disclose fully and truly all material
facts necessary for his assessment for that assessment year,

~ Explanation 1.—Production before the Assessing
Officer of account books or other evidence f{rom which
material evidence could with due diligence have been
discovered by the Assessing Officer will not necessarily
amount to disclosure within the meaning of the foregoing
Proviso.

Explanation 2 —For the purposes of this section,
the following shall also be deemed {0 be cases where
income chargeable to tax has escaped assessment, -
namely:—

a) where mno return of income has been fur-
nished by the assessee although his total income or
the total income of any other person in respect of
which he is assessable under this Act during the
previous year exceeded the maxim:um amount which
is not chargeable to income-tax;

(b) Where a return of income las been furnished
by the assessee but no assessment has been made and it
is noticed by the Assessing Officer that the assessee has
understated the income or has claimed excessive loss,
deduction, allowance or relief in the return;

- {¢) where an assessment has been made, but —

(i} income chargeable to tax has been underasse-
ssed; or

(ii) such income has been assessed at too low a rate; or

(iii) such income has been made the subject of ex-
cessive relief under this Act; or
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(iv) excessive loss or depreciation allowance or any
other allowance under this Act has been computed.

148. Before making the assessment, reassessment or
recomputation uvader section 147, the Assessing Officer
shall serve on the assessee a notice requiring him to
furnished within such period, not being less than thicty
days, as may be specified in the notice, a return of his
income or- the income of aay other parson in respect of
which he is assessable under this Act during the previous
year corresponding to the relevant assessment year, in the
prescribed form and verified in the prescibed manner and
setling forth such other particulars as may be prascribed;
and the provisions of this Act shall, so far as may be,
apply accordingly as if such return were a return
required to be furnished under section 1397,

55. In section 149 of the Income-tax Act, for sub-
section (1), the following sub-section shall be substitu-
ted, namely —

“(1) No notice under section 148 shall be issued
for the relevant assessment year,— '
(8) in a cass where an assessment uader sub-sgction
(3) of section 143 or section 147 has been made for
such assessment year,— :

(i) if four years, have elapsed from the end of re-
levant assessmznt year, ualess the cas: falls under sub-
clause (i) or sub-clause (iii);

(ii) if four years, but not more than seven years,
have elapsed from the end of the relevant assessment
year unless the income chargeable to tax which has
escaped assessment amounts to or -is likel
to rupees fifty thousand or more for that year;

{iii} if seven years, but not more than ten years,
have elapsed from the end of the relevant assessment
year, uniess the income chargeable to tax which has es-
caped assessment amounts to or is likely to amount to
more than rupees one lakh or more for that year;

(b) ia any other case,—
4] if four years have elapsed from the end of the

relevant assessment year, umless the case falls under sub-
clause (ii) or sub-clause (iii):

Ex—40(D)/88
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(i) If four years, but not more than seven years,
have clapsed from the end of the reclevant assessment
year, unless the income chargeable to tax which has es-
caped assessment amounts to or is likely to amount to
rurees twenty-five thousand or more for that yeas;

(iii) if seven years, but not mors than ten years,
have clapsed from the end of the relevant assessment
year, unless the income chargeable to tax which has es-
caped assessment amounts to or is likely to amount to
rupees fifty thousand or more for that year.

Explanation — In determining income chargeable to
tax which has escaped assessment for the purposes of
this sub-section, the prcvisions of Explanation 2 of sec-
tion 147 shall apply as they apply for the purposes of
that section.”

56. In section 150 of the Income-tax Act, in sub--
section (1), the words “or by a court in any proceeding
under any other law” shall be added at the end.

57. For section 151 of the Income-tax Act, the
following section shall be substituted, namely :—

“151. (1) Ina case wherean assessment under sub-
section (3) of section 143 or section 147 has been made
for the relevant assessment year, no notice shall be issued
under section 148 except by an Assessing Officer of the
rank of Assistant Commissioner or Deputy Commissioner:

‘Provided that, after the expiry of four years from
the end of the relevant assessment year, no such notice
shall be issued unless the Chief Commissioner or Commi-
ssioner is satisfied, on the reasons recorded by the Asse-
ssing Officer aforesaid, that it is a fit case for the issue
of such notice.

(2) In a case other than a case falling under
sub-section (1), no notice shall be issued under section
148 by an Assessing Officer, who is below the rank of
Deputy Commissioner, after the expiry of four vyears
from the end of the relevant assessment year, unless the
Deputy Commissioner is satisfied, on the reasons recor-

. ded by such Assessing Officer, that it is a fit case for

the issue of such notice.”.

58. In section 152 of the Income-tax Act, in. sub-
section (2), for the words, brackets, letter and figures “in
circumtances falling under clause (b) of section 147,
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the words and figures “under section 1477 shall he

subtituted.
Amend- 59. In section 153 of the Income tax Act,—
mend of _ _
section 153 (a). for sub-section (1), the following sub-section

shall be substituted, namely :— '

“(1) No order of assessment shall be made wunder
section 143 or section 144 at any time after the expiry
.of iwo years from the end of the assessment year in
which the income was first assessable.”;

(b) for sub-section (2), the following sub-section
shall be substituted, namely:—

“(2v No order of assessment, reassessment or
recomputation shall be made under section 147 after
the expiry of two years from the end of the finan-
cial ﬁear in which the notice under section 148 was
served:

Provided that where the notice under section 148
was served on or bsfore the 31st day of March,
1987, such assessm:nt, reassessment or recomputation
may be made at any time up to the 3lst ddy of
March, 1990.”; _

= () ~<clause-(ivJ"0fExplanation ! shall be omitted.

60. In section 154 of the Income—tax Act, for sub— Amend-
section (1), the following sub—section shall be substitu- ment of
ted, namely: — ) section 154,

“(1}) With a view to rectifying any mistake
apparent from the record an income-tax authority
referred to in section 116 may—

(2) amend any order passed by it under the
provisions of this Act; .

(b) amend any jntimation sent by it uniar sub-
section (1) of section 143, or enhance or reduce the
amount of refund granted by it under that sub-
section,”.

61. In section 155 of the Income-tax Act,—
a) in sub-section (1), in the opening paragraph, Amend-

for the words “Where in respect of any completed ment of
assessment of a partner in a firm”, the words, fign- section 155
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res and letters “Where, in respect of any completed
assessment of a partner in a firm for the assessment
year commencing on the 1st day of April 1989, or
any earlier assessment year,” shall be substituted;

(b) sub-sections (3) and (13} shall be omitted;

(¢) sub-sections (SIB), ©), (7A), (8), (8A), (9),
(9A), (10), (10B) and (10C) shall be omitted with
effect from the 1st day of April, 1992.

62. In section 158 of the Income-tax Act, for the
words “Whenever a registered firm is assessed” the words,
figures and letters “Whenever, in respect of the assess-
ment year commencing on the Ist day of April, 1988,
or any earlier assessment year, a registered firm is asse-
ssed’”” shall be substituted.

63. After section 158A. of the Income—tax Act, the
following Chapter shall be inserted, namely:—

“CHAPTER XIV-B

Aniend-
meat of
seciion 158

CHARGE OF ADDITIONAL INCOME-TAX IN CERTAIN CASES

...~ Additional
income—tax

o 156B. (1) -Where,_in_t‘he case of any persdn, the
total income determined in the regular assessment for
any assessment year (heseafter in this section referred to

as assessed income) exceeds the total-income' declared ”

in the return of income furnished by such person for
that assessment year (hereafter in this section referred to
as returned income) by any amount, the Assessing Offi-

cer. shall make an order in writing that such person

shall, apart from the sum determined as payable by him
on the basis of the assessment under section 143 or sec-
tion 144, be liable to pay, by way of additional income-
tax, in respect of the said assessment year, a sum cal-
culated on such excess amount at the rate of thirty per

- cent,

(2) For the purposes of sub-section (1),—

(a) where such person has furhished two or
more returns of income for ths same assessment
year, the total income declared in the return furni-
shed last before the service of a notice under sub-
section (2) of section 143 on such perscn shall be
treated as the returned income;

y
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(b) where such person fails to furnish the re-
turn of income in respect of any assessment year
and the assessment for that year s made under
section 144, the refurned income shall be taken to
be the total income oOn which tax, by way of ad-
vance tax, deduction of tax at source and otherwise,
has been paid, and where no such tax has been
paid, the returned income shall be tiken to be nil;

(c) where such person fails to furnish a return
of income for any assessment year under section
139, but furnishes such return after he is served with
a notice under. section 148, the returned income
shall be tiken to be the total income on which tax,
by way ol advance tax, deduction of tax at source
and otherwise, bas been paid, and where no such
tax has been p.id, the returned mcome shall be ta-
ken to be nil;

(d) where such person haq furnished a return
of loss under sub-section (3) of section 139 for any
assessment year, the additional income-tax under sub-
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~section (1) shall be calculated at the rate specified -

ip that sub-section on the sum or, as the case may
be, the aggregate of the sums by ‘which the loss 1is
reduced to a lower amount or, as the case may be
converted into a positive amount of income in the
regular assessment.

(3) Where, as 2 result of an order under sec-
tion 147 or section 154 or section 155 or section 250 or
section 254 or section 260 or section 262 or section 263
or section 264 or an order of settlement passed under
sub-section (4) of section 245D, the amount on which
the additional income-tax is pdyable under sub-section

(1) has been increased or reduced, as the case
nay be, the additional income-tax shall be increased
or reduced accordingly, and,—
(i) in a case where the additional income-tax is
increased, the Assessing Officer shall serve on the

assessee a notice of demand in the prescribed form -

specifying the sum payable, and such notice of de-
mand shall be deemed to be a notice under section
156 and. all the provisions of this Act shall apply
accordmgly,

(i) -in a cases where the ‘additional income-tax
is reduced, the excess amount paid, if any, shall
be refunded I ~

{4) Thbe Chief Commissioner or Commlssmncr may,
m his discretion, whether on his own motion or other-
wise, waive or reduce the amount of additional income
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tax payable under sub-section (1) by any person, if he is
satisfied that the whole or, as the case may be, any
part of the excess amount refeired to in that sub-sec-
tion is attributable to any amount added or disallowed
in computing the assessed income or loss as a result of
the rejection of any explanation (by way of interpreta-
tion of any provision of this Act or otherwise) offered by
such person, if such explanition is bona fide and all the
facts relating to the same and material 0 the computa
tion of the assessed income or loss have been disclosed
by him : :

Provided that—

(i) where an apreal before the Deputy Commi-
ssioner (Appeals) or the Commissioner (Appeals) has
also been filed by the assessee against the order of
assessment, the petition for waiver or reduction of
the amount of additional income-tax can be filed by
the assessee only after the decision on such appeal;

(i} the petition for waiver or reduction of the
amount of additional income-tax shall be accompanied
by a fee of one hundred rupees.

(5) Where, in the course of a search under section
132, the assessee is found to be the owner of any mo-
ney, bullion, jewellery or other veluable article or thing
and the assessee claims that such assets have been acqui-
red bv him by utilising (wholly or in pait) his income,—

(@) tfor any previous year which has ended be-
fore the date of the search, but the returp of income
for such year has not been furnished before the said
date or, where such return has been furnished before
the said date, such income has not been declared
‘therein; or

(b) for any previous year which is to end on or
after the date of the search, S

then, notwithstanding that such income is declared by
him- in any return of income furnished on or after the
daie of the search, such income shall not, for the 'pur-
poses of liability to the additional income tax under this
section, be treated as forming part of the feturned income,
unless,—

() such income is; or the transactions resulting in
such income are, recorded,—
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(A) in a case falling under clause (a), before the
date of the search; and

(B) ina :case falling under clause (b), on or before
the date of the search,

in the books of account, if any, maintained by him for
any source of income or such income js otherwise disclosed
to the Chiet Commissioner or Commissioner before the
said date; or

(i) the assessee, in the course of th: search,
makes a statement under sub-section (4) of section
132 that the money, bullion, jewellery or other valua-
ble article or thing fouad in his possession or under
his control, has bezn acquired out of his incoms?
which has not bezn disctoszd so far in his return of
income to bz furnished before the expiry o¥ the time
specified in sub section (1) of section 139, and also
specifies in the statement the manner in which such
income has been derived and pays the tax together
with interest, if any, in respect of such income.

(6) The addittional income-tax payable under this
~ section shall not be included— :

~ (1) in the amount of the tax payable on the total
income as determined on regular assessment, for the
purposes of sub-section (1) of section 234A; or

(i) in the amount of the assessed tax, for the pur-
poses of sub-section (1) of section 234B.”.

Amend- " 64. In section 164 of 'the Income-tax Act,—
ment of S
?%iti(m (a) in sub-section (1),—

(i) in the opening portion, for the brackets, figures
and words “(l) Subject to the provisions of sub-
sections (2) and (3), where”, the word ‘Where”
shall be substituted; ' _

(i) in t!le.ﬁrst proviso, for the words “association
of persons”, in the two places where they occur, the
word “individual” shall be substituted;

(b) sub-sections (2) and (3}, and Exp]anatioﬁ 2 shall
be omitted. L
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65. In section 164A of the Income-tax Act, in the
Explanation, clause (i) shall be omitted,

66 In Chapter XV of the income-tax Act, for the
sub heading “DD.— Association of persons—special
cases”, and section 167A below it, the following shall
be substituted, namely :— '

“DD.—Firms, association of persons and body of
individuals, '

167A. In the case of a firm which is assessable as- a
firm, tix shall be charged on its total income at the maxi-
mum marginal rate.

167B. (1) Where the individual shares of the mem-
bars of an association of persons or body of individuals
[ other than a company or a co-Operative socizty or a
society registered under the Societies Registration Act,
1860 or under any law corresponding to that Act in
force in any part of India] in the whole or any part of
the income of such association or body are indetermi-
nate or unknown, tax shall be charged on the total in-
come of the association or body at the maximum mar-
ginal rate. - '

(2) Where, in the case of an association of per-
sons or body of individuals as aforesaid [not being a
case fal'ing under sub-section (1)}, the total income of

Charge of
tax in the
case of

a firm,
Charge of
tax where
shares of
members
in associa-
tion of per-
sons or
body of
individuals
unknown,
etc,

any member thereof for the previous year (excluding his -

shate from such association or body) exceeds the maxi-
mum amount which is not chargeable to tax in the case
of an individual under the Finance Act of of the rele-
vant year, tax shall be charged on the total income of
the association or body at the maximum marginal rate:

Provided that, where the total income of any mem-
ber of such association or body (whether or not it ex-
ceeds the maximum amount aforesaid) is chargeable to
tax at a rate which is higher than the maximum margi-
nal rate, tax shall be charged on the total income of the
association or body at such higher rate.

Explanation.—For the purposes of this section, the
individval shares of the members of an association of
persons or body of individuals in the whole or any part
of the income of such association or body shall be deemed

‘to be interminate or unknown if such shares (in relation

to the whole or any part of such income) are indetermi-

L3
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nate or unknown on the date of formation of such as-
sociation or body or at any time thereafter.”.

67. Sub-heading <“A.--Assessment of firms,” and szc-
tions 182 and 183 of the Income-tax Act shall be omitted.

68. For the sub-heading *“‘B.-—Registration of firms” be-
fore section 184, and for sections 184, I[85 and 186 of
the Income-tax Act, the following sections shall be sub-
stituted, namely:— :

<184, (1) A firm shall be assessed as a firm for the pur-

poses of this Act, if—

(i) the partnership is evidenced by an instrumen’; and
(i) the individual shares of the partner are specified in
that instrument. ' '

(2) A certified copy of the instument of partnership
referred to in sub-section (1) shall accompany the retu.n
of income of the firm or the previous year for the .-
ssessment year in respect of which assessment as a firm
is first sought. .

Explanation.—For the purposes of this sub-section,
the copy of the instrument of partnership shall be cer-
tified in writing by all the partners (not being minors) or,
where the return 1s made after the dissolution of the firm,
by all persons (not being minors) who were partners in
the firm immediately before its dissolution and by the
legal representative of any such partner who is deceased.

: 3) The return of income referred to in sub-section
(2) shall be signed and verified by all the partners, not
being minors. '

(40 Where a firm is assessed as such for any assess-
ment year, it shall be assessed in the same capacity for
every subsequent year if there is no change in the cons-
titution of the firm or the shares of the partners as evi-
denced by the instrursent of partnership on the basis of
which the assessment as a firm was first sought.

(5} Where any such change had taken place in the
previous year, the firm shall furnish a certified copy of
the revised instrument of partnership along with the re-
turn of income for the assessment year relevant to such
previous year and all the provisions of this section shall
apply accordingly. :

Omission
‘of sections:
182 and
183,
Substitu-
t1ion of new
sections for
sections
184, 185
and 186.
Assesament
as a firm.
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(6) Notwithstanding anything contained in the fore-
going provisions of this section, where, in respect of any
assessment year, there is, on the part of a firm any such
failure as is mentioned in section 144, the firm shall not
be assessed as such for the said assess nent year and,
thereupon, the firm shall be assessed in the same man-
ner as an association of persons, and all the provisions
of this Act shall apply accordingly. :

185. Where a firm does not comply with the pro-

visions of section 184 for any assess ne.t yezr, the firm
shall be assessed for that assessmen’ year in the same
manner as an asscciation of persons, and zil the provi-
sions of this Act shall apply accordingly.”,

69. In section 187 of the Income-tax Act, in sub-
section (1), the proviso shall be ommitted,

70. After section 188 of the Income-tax Act, the
following section shall be inserted, namely:—

“188A. Every person who was, during the previous
year, a partner of a firm, and the legal representative
of any such person who is deceased, shall be jointly and
severally liable along with the firm for the amount of
tax, penalty. or other sum payable by the firm for the
assessment year to which such previous year is relevant,
and all the provisions of this Act, so far as may be,
shall apply to the assessmemt of such tax or imposition
or levy of such penalty or other sum.”.

71. In section 189 of the Income-tax Act, the Ex- Amendment

planation below sub-section (3) shall be omitted.

72. 1In chapter X\}I of the Income-tax Act, after sec
tion 189, the following section shall be inserted, namely:—

“189A. In relation to the assessment of any firm
and its parfners for the assessment year commen-
cing on the 1st day of April, 1988, or any earlier
asscssment year, the provisions of this Chapter as
they stood immediately before the date of commen-
cement of the Direct Tax Laws {Amendment) Act,
1987, <hall continue to apply.”. '

73. In section 194A of the Income—tax Act, in sub-
section (3), clause (iv) shall be omitted with effect from
the 1st day of Apnl, 1983.

of section 189,

Insertion of
new section
189A.

Provisions
applicable
to past asse
ssments of
firms.

Amendme-
dt of sec-
tion 194A.
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74, After section 194D of the Income-tax Act, the Insertion of
following section shall be inserted with effect from the new scction
Ist day of April, 1988, namely:— 194E.

“194E, (1) Any person assessable as a firm who Interest, sa-
is responsible for paying to a partner any income Ilary, bonus,

by way of,— _ cornmissjon
- or

(a) iaterest on capitel or any other sum borro remunera-

wed by it from the partner; tion to part

ners.
(b) salary, bonus, commission or remuneration,
by whatever name called, '

shall at the time of credit of such income to the ac-
count of the payee or at the time of payment there-
of in cash or by the issue of a cheque or draft or
by any other mode, whichever is earlier, deduct in-
come-tax on the estimated amount of the interest
or as the case may be, salary, bonus, commission -
or remuneration aforesaid due to the partner during
the financial year at the average rate of income-tax
computed on the basis of the rates in force for
that financial vear in which such income is ciedited
or paid to the partner.

{2) Where, during the financial year, an asse-
ssee derives such income simultaneously from mo:e
than one firm, or where he was successively a part-
ner in more than one firm, he may furnish to the
firm responsible for making the payment referred
to in sub-section (1) (being one of the said firms
as the asseessee may, having regard to the circum-
stances of his case, choose), such details of the payments
referred to in sub-section (1) due or received by him
from the otherfirm or firms, the tax deducted at source
therefrom and such other particulars, in such form
and verified in. such manner as may bes prescribed,

~and thereupon the firm respoasivle for making the
payment referred to above shall take into account
the details so furnished for the purposes of making
the deduction under sub-section (1).°

(3) Where an assessee who receives the pay-
ments referred to in sub-section (1) has, in addition,
any income other than the income referred to in sub-
section () (not being a loss under any head of in~
come) for the same financial year, he may send to
the firm responsible for making the payment refer-
red to in sub-section (1) the particulars of such
other income and of any tax deducted thereon un-
der any other provision of this Chapter, in such form
and verified i such manner as may be prescribed
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and thereupon the firm responsible as aforesaid shall
take such other income and the tax, if any, deduc-
ted thereon also into account for the purposes of"
making the deduction under sub-section (1):

Provided that this sub-section shall not in any
case have the effect of reducing the tax deductible
from the payments referred to in sub--section (1) be-
low the amount that would be so deductible if the
other income and the tax deducted -thereon had not
been taken into account.

@) The firm responsible for making the pay-
ment referred to in sub-section (1) may, at the time
of making any deduction, increase or reduce the a-
mount to be deducted under this section for the
purpose of adjusting any excess or deficiency arising
out of any previous deduction or failure to deduct
during the financial year.”

Substitution 75. For section 196 of the Income-tax Act, the fo-
of new sec- llowing sections shall be substituted with effect from the
tions for  .the Ist day of Agril, 1988, namely:—

section 196.

Tnterest or divi- “196. Notwithstanding anything contained in the
dend or other foregoing provisions of this Chapter, no deduction
sums payable . of tax shall be made by any person from any sums
to Government - payable to—
Reserve Bank _
orcertain corpo - (1) the Government, or
rations.

(ii) the Reserve Bank of India or

(ili) a corporation established by or under a
Central Act which is, under any law for t'.e time
being in force, exempt from income-tax on its in-
come, or

(iv}y & Mutual Fund speciiied under clause (23D)
of section 10,

where such sum is payable to it by way of interest
or dividend in respect of any securities or shares
owned by it or in which it has full beneficial inte-
rest, ot any other income accruing or arising to it.

Tax not to be - 196A. Notwithstanding anything cntained in the
deducted from foregoing provisions of this Chapter, no deduction
any sums paya- of tax shall be made by a public sector bagk or a

ble to unit hol- public financial institution referred to in clause (23D)
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- ders of Mutual of section 10 from any sums payable to unit-holders

- 'Fund.

of a Mutual Fund specified under that clause.”.

76. For sections 207 and 208 of the Income-tax
Act, the following sections shall be substituted with
effect from the 15t day of April, 1988, namely:—

207. Tax shall be payable in advance during any
financial year, in accordance with the provisions of sec-
tions 208 to 219 (both inclusive), in respect of the total
income of the assessee which would be chargeable to tax
for the assessment year immediately following that finan-
cial year, such income being hereafter in this Chapter
referred to as “current income”. :

208. Advance tax shall be payable during a finan-
cial year in every case where the amount of such tax
payable by the assessee during that year, as computed
in accordance with the provisions of this Chapter, is one
thousand five hundred rupees or more.’,

77. In section 209 of the Income-tax Act, with
effect from the 1st day of April, 1988,—

(@) for sub-section (1), the following sub-section
shall be substituted, namely:—

«(1) The amount of advance tax payable by an

assessee in the financial year shall, subject to the

~ provisions of sub-sections (2} and (3), be computed
~ as follows, namely:—

(@) where the calculation is made by the asse-
ssee for the - purposes of payment of advance tax
under sub-section (1) or sub-section (2) or sub-section
(5) or sub-section (6) of section 210, he shall first
estimate his current income and income-tax thereon
shall be calculated at the rates in force in the finan-
cial year; B

(b) where the calculation is made by the Asses-
sing Officer for the purpose of making an order
under sub-section (3) of section 210, the total income
of the latest previous year in respect of which the
assessee has been assessed by way of regular assess-
ment Or the total income returned by the assessee
in any return of income furnished by him for any

Substi-
tution of
new sec-
tions for
sections
207 and
208.

Liability
for pay-
ment of
advance
tax,

Conditions
of liability
to pay ad-
vance tax,

Amend-
ment of
section 209.
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subsequent previous year, whichever is higher, shall
be taken and income-tax thereon shall be calculated
at the rates in force in the financial year;

(c) where the calculation .s made by the Asses-
sing Officer for the purpose of making an amended
order under sub-section (4) of section 210, the total
income declared in the return furnished by the asses-
see for the later previous year, or, as the case may
be, the total income in respect of which the regular
assessment, referred to in that sub-section has been
made, shall be taken and income-tax thereon shall
be calculated at the rates in force in the financial year;

d) the income-tax- calculated under clause (a)
or clause {b) or clause (c) shall, in each case, be
reduced by the amount of income tax which would
be deductible at source during the said financial
year under any provision of this Act from any in
come (as computed before allowing any deductions
admissible under this Act) which has been taken into
account in computing the current income or, as
the case may be, the total income aforesaid; and the
amount of income-fax as so reduced shall be the
advance tax payable.”;

(b) in sub-section (2),—
(i) in clause (a),—

(A) in the opening portion, for the words, brackets,
figures and letter ‘“where the assessee sends a statement
under sub-section (1) of section 209A or where the
Income-tax Officer makes an order under sub-section (1)
or sub-section (3) of section 2107, the words, brackets
and figures “where the Assessing Officer makes an order
under sub-section (3) or sub-section (4) of section 210”
shall be substituted; '

B) _for sub-clavse (ii), the following sub-clause shall
be substltuted, namely:—

“@i) if the total income declared by the assessee
for the later previous year referred to in sub-section (4)
of section 210 forms the basis of computation of ad-
vance tax, the net agricultural income as returned by
the assessee in the return of income for the assessment
year relevant to such later previous year;”;

(i) for clause (b), the following clause shall be
substituted, namely:—
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“(b) in cases where the advance tax is paid by the

assessee on the basis of his estimate of his current in-

come under sub-section (1) or sub-section (2) or sub-
section (5) or sub-section (6) of section 210, the net

agricultural income, as estimated by him, of the period
which would be the previous year for the immediately
following assessment year;”;

© (3),—

in sub-section

(i) in the opening portion, for the words and figures
“under section 210", the words, brackets and figures

“under sub-section (3) or sub-section (4) of section 210”
shall be substituted;

@i} in clause (b), for the words, figures and letter

“on the basis of which tax has been paid by the Hindu

undivided family under section 140A”, the words, figures
and brackets “in respect of which a return of income is

furnished by the Hindu undivided family under section

139 or in response to a notice under sub-section (1) of

section 142” shall be substituted.

78. Section 209A of the Income-tax Act shall be
omitted with effect from the 1st day of April, 1988.

79. For section 210 of the Income-tax Act, the
following section shall be substituted with effect from
the lst day of April, 1988, namely,—

“210. (1) Every person who is liable to piy advan
ce tax under section 208 (whether or not he has been
previously assessed by way of regular assessment) shall;
of his own accord, pay, on or before each of the due
dates specified in section 211, the appropriate percentage,
specified in that section, of the advance tax on his cur-
rent income, calculated in the manner laid down in
section 209. :

(2) A person who pays any instalments of advance
tax under sub-section (1), may increase or reduce the
amount of advance tax payable in the remaining instal-
ment or instalments to accord with his estimate of his
current incomie and the advance tax payable thereon,
and make payment of the said amount in the remaining
instalment or instalments accordingly.

Substitu-

tion of new
section for
section 210

Payment of
advance
tax by the
assessee of
his own ac
cord or in
pursuance
of order of
Assessing
Officer
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(3) In the case of a person who has been already
assessed by way of regular assessmerit in respeet of the
total income of any previous year and who has not
paid any advance tax under sub-section (1), the Asse-
ssing Officer, if he is of opinion that such person is lia-
ble to pay advance tax, may, at any time during the fi- .
nancial year but not later than the last day of February,
by order in writing, require such person to pay advance
tax calculated in the manner laid down in section 209,
and issue to such person 2 notice of demand under
_section 156 specifying the instalment or instalments in
which such tax is to be.paid.

(4) 1If, after the making of an order by the Asses-
sing Officer under sub-section (3) and at any time before
the 1st day of March, a return of incopie is furnished
by the assessee under section 139 or in response to a
notice under sub-section (1) of seciion 142, or a regular
assessment of the assessee i1s made, in respect of a pre-
vious year later than that referred to in sub-section (3),
the Assessing Cfficer may make an amended order and
issue to such assessee a notice of deriand under section
156 requiring the assessee to pay, on or before the due
date or each of the due dates specified in section 211
falling after the date of the amended order, the
appropriate percentage, specified in secticn 211, of the
advance tax computed on the basis of the total income
declired in such return or in respect of which the
regular assessment aforesaid has been made.

(5} A rperson who is served with an order of the
Assessing Officer under sub-section (3) or an amended
order under sub- section (4) may, if in his estimation
the advance tax payable on his currert income would
be less than the amount of the advance tax specified in
such order or amended order, send ar. intimation in the
prescribed form to the Assescsing Offcer to that effect
and pay such advance tax as accords with his estimate,
calculated in the manner laid down in sectica 209, at
the appropriate percentage thereJf specified in section
211, on or before the due date or each of the due dates
specified in section 211 falling after the date of such
intimation. o

(6) A person who is served with an order of the
Assessing Officer under sub-section (3) or amended order
under sub-section (4) shall, if in his estimation the ad-
vance tax payable on his current incone would exceed
the amount of advance tax specified in such order or
amended order or intimated by him urder sub-section
(5), pay on or before the due date of the last instal-
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ment specified in section 211, the appropriate part or,
as the case may be, the wiole of such higher amount
of advance tax as accords with his estimate, calculated
in the manner laid down in section 209.”,

k- Substitu- 80. For section 211 of the Income-tax Act, the
tion ofnew following section shall bz substituted with effect from
section for the 1st day of April, 1988, namely :—
section 211 '

- Instalments “2t1. (1) Advance tax on the current incomze, cal-
of advance culated in the manner laid down in section 209 shall be
tax and payable by all the assessees who are liable to pay the
due dates same in three instalments during each financial year, the

due date of, and the amount payabie in, eacii such ins-
taiment being as specified in the following Table :

TABLE

Duc date of instalment Amount payable

On or before the 15th Sep- Notless the twenty per cent.

tember of such advance tax.
On or before the 15th Not less than fifty per cent.
December of such advance tax, as re-

duced by the amount, if any,
paid in the earlier instalment.

On or before the-15th The whole amount of such

March advance tax as reduced by
the amount or amounts, if
any, paid in the earlier instal-
ment or instalments.

Provided that any amount paid by way of advance
tax on or before the 3ist day of March shall also
be treated as advance tax paid during the financial year
ending on that day for all the purposes of this Act.

(2) If the notice of demand issued under section
156 in purssance of an order of the Assessing Officer under
sub-section (3) or sub-section(4) of section 210 is served
after any of the due dates specified in sub-gection (1), the
appropriate part or, as the case may be the whole of the
amount of the advance tax specified in such notice shall
be payable on or before each of such of those dates as
fall after the date of service of the notice of demand”..’
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Omission 81, Section 212 and 213 of the Income-tax Act
of sections shall be omitted with effect from the 1st day of April,
212and 213 1988. - :

82. In section 214 of the Income-tax Act,—

(a) in sub-section (1AA), after the word and figures
“ssection 264", the words, brackets, figures and letter “or
an order of the Settlement Commission under sub-sec-
tion (4) of section 245D shall be inserted;

(b) after sub-sectibn (2), the following sub-section
shall be inserted, namely:—

«3) 'This sections 215, 216 and 217 shall not apply
in respect of any assessment for the assessment year com-
mencing on the 1st day of April, 1989 or any subsequent
assessment year and, ‘in the application of the said sec-
tions to the assessment for any earlier assessment year,
references therein [except in sub-section (1A) and sub-
section -(3) of section 215] to the other provisions of this
Act shall be construed as references to those provisions
as for the time being in force and applicable to the r.-
levant assessment year.”.

83. In section 215 of the Income-tax Act, in sub-
section (3), after the word and figures ‘section 264, the
words, brackets, figures and letter ‘or an order of the
Settlement Commission under sub-section (4) of section
245D’ shall be inserted. ' _

84, For section 218 of the Income-tax Act, the fol-
lowing section shall be substituted with effect from the
Ist day of April, 1988, namely —

*“218. If any assessee does not pay on the date spe-
cified in sub-section (1) of section 211, any instalment of
advance tax that he is required to pay by an order of
the Assessing Officer under sub-section (3) or sub-section
(4 of section 210 and does not, on or before the date
on which any such instalment as is not paid becomes due,
send to the Assessing Officer an intimation under sub-
section (5) of section 210 or does not pay on the basis
of hig estimate of his current income the advance tax
payable by him under sub-section (6) of section 210, he
shall be deemed to be an assessee in default in respect
of such instalment or instalments.”. :
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85. In section 220 of the Income-tax Act,—

(a) in sub-section (1), for the words “thirty-five
days” wherever they occur, the words “thirty days”
shall be substituted; .

(b) in sub-section (2),—

() for the words, brackets and figures “fifteen per
cent. per annum from the day commencing after the end
of the period mentioned in sub section (1), the words,
brackets and figure “one and one-half per cent. for every
month or part of a month comprised in the period com-
mencing from the day immediately following the end of
the period mentioned in sub-section (1) and ending with
the day on which the amount is paid” shall be substituted;

(i) in the proviso, after the word and figures “sec-
tion 264”, the words brackets, figures and letter “‘or an
order of the Settlement Commission under sub-section
d) of section 245D shall be inserted;

(iii) after the proviso, the following proviso, shall
be inserted, namely:—

“Provided further that-in respect of any period
commencing on Or before the 31st day of March,
1989 and ending after that date. such interest shall,
in respect of so much of such period as falls after
that date, be calculated at the rate of one and one-
half per cent. for every month or part of a month.”.

86. In section 222 of the Income-tax Act,—
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of section
220.

(a) in sub-section (1), for the portion beginning with .

the words “When -an assessee is in default” and ending
with the words “in accordance with the rules laid down
in the Second Schedule—”, the following shail be sub-
stituted, namely:—

‘When an assessee is in default or is deemed to be
in making a payment of tax, the Tax Recovery Offi-
cer may draw up under his signature a statement in
the prescribed form specifying the amount of
arrears due from the assessee (such statement being
hereafter in this Chapter and in the Second Schedule
referred to as ‘certificate’) and shall proceed to re-
cover from such assessee the amount specified in the
certificate by one or more of the modes mentioned
below, in accordance with the rules laid down in the
Second Schedule—’;
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(b} for sub-section (2), the following sub-section
shall be substituted, namely:—

“@) | The Tax Recovery Officer may take action un-
der sub-section (1), notwithstanding that proceedings for
recovery of the arrears by any other mode have been
taken.”. :

Substitution 87. For sections 223, 224 and 225 of the Income-
of new tax Act, the following sections shall be substituted,
sections for namely:—

sections 223, '

224 and 225.

Tax Reco- - “223. (1) The Tax Recovery Officer competent to

very Officer take action under section 222 shall be— _

by whom . . . L

recovery Sl:l) the Tax Recovery Officer within whose jurisdiction

isto be ¢ assessee carries on his business or profession or within

effected. whose jurisdiction the principal place of his business or
profession is situate, or :

g::) the Tax Recovery Officer within whose jurisdiction
e assessee resides or movable or inmmovable property of
the assessee is situate, the jurisdiction for this purpose
being the jurisdiction assigncd, to the Tax Recovery Officer
under the orders or directions issued by the Board, or by
the Chief Commissioner or Commissioner who is authorised
in this behalf by the Beard in persvance of section 120.

~ {2) Where an assessee has property within the juris-
diction of more than one Tax Recovery Officer and the
Tax Recovery Officer by whom the certificate is drawn
up—

(@) is not able to recover the entire amount by sale
of the property, movable or immovable, within his juris-
diction, or .

(b) is of the opinion that, for the purpose of ex-
peditinfg or securing the recovery of the whole or any
part of the amount under this Chapter, it is necessary
so to do, he may send the certificate or, where only a part
of the amount is to be recovered, a copy of the certifi-
cate certified in the prescribed manner and specifying
the amount to be recovered to a Tax Recovery Officer
within whose jurisdiction the 'assessece resides or has
property and, thereupon, that Tax Recovery Cfficer shall
also proceed to recover the amount under this Chapter
%s i}il'i the certificate or copy thereof bad been drawn up

y him,
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224, 1t stall not be open to the assessee to dispute
the correctness of any certificate drawn up by the Tax
Recovery Officer on any ground whatsoever, but it shall
be lawful for th: Tax Recovery Officer to  cancel the cer-
tificate if, for any reason, be thinks it necessary so to do,
or to correct any clerical or arithmetical mistake therein.

225. (1) It shall be lawful for the Tax Recovery
Officer to grant time for the payment of any tax and
when he does so, he shall stay the proceedings for the
recovery of such tax until the expiry cf the time so
granted. _

(2) Where the order giving rise to a demand of
tax for which a certificate has been drawn up is wodified
in appeal or other. proceeding under this Act, and, as a
consequence thereof, the demand is reduced bat the order
is the subject-matter of further proceeding under this Act,
the Tax Recovery Officer shall stay the recovery of such
part of the amount specified in the certificate as pertains
to the said reduction for the period for which the appeal
or other proceeding remains pending.

(3) Where. a certificaic has been drawn up and
subsequently the amount of the cutstanding demand is
reduced as a result of an appeal or other proceeding
under this Act, the Tax Recovery Officer shall, when
the order which was the subject-matter of such appeal
or other proceeding has become final and conclusive,
amend the certificate, or cancel it, as the case may be.”.

88. In section 226 of the Income-tax Act,—

(a) for sub-section (l), the following sub-sections
. shall be substituted, namely:—

“(1) Where no certificate has been drawn. up under
section 222, the Assessing Officer may recover the tax
by any one or more of the modes provided in this section.

(IA) Where 2 certificate hes been drawp up under
section 222, the Tax Recovery Officer may, without
prejudice to the modes of recovery specified in that sec-
tion, recover the tax by any one or more of the modes
provided in this section.”; '

(b) in sub-sections (2), (3), (4) and (5), for the words
“Income-tax Officer”, wherever they occur, the words
“Assessing Officer or Tax Recovery Officer” shall be

~ substituted. _

C
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89, Section 228 of the Income-tax Act shall be omitted.

- 90. TIn section 228A of the Income-tax Act,—

(a) in sub-section (1), in clause (a), for the words
“specified in a certificate received from an Income-tax
Officer, the words and figures “specified in a certificate
drawn up by him under section 222" shall be substituted;

(b} for sub-section (2), the following sub-section
shall be substituted, namely:—

“(2} Where an assessee is in default or is deemed
to be in default in- making a payment of tax, the Tax
Recovery Officer may, if the assessee has property in a

country outside India (being a country with which the

Central Government has entered into an agreement for
the recovery of incame-tax under this Act and the corres-
ponding law in force in that country), forward to the
Board a certificate drown up by him under section 222
and the Board may take such action thereon as it may
deem appropriate having regard to the terms of the
agreement with such country.”. '

91. In section 230 of the Income-tax Act, in sub-
section (1), for the portion beginning with the words
“no person who is not domiciled in India”, and ending
4with the words -‘shall leave the territory of India”, the
following shall be substituted, namely:—

“no person—
(@) who is not domiciled in India; or

_ (b) who is domiciled in India at the time of
his departure, but—

éi) intend to leave India as an emigrantior
(i intends to proceed t0 another country
on a work permit with the object « taking 1)
any employment or other occupation in that
country; or

(iii} in respect of whom circumstances exist
which. in the opinion of an income-tax authority,
render it necessq’f'or him to obtain a certificate
uhder this sectioh,

shall leave the territory of India”,



92. In section 230A of the Income-tax Act, in

sub-section (1), for the words ‘fifty thousand rupees”,
the words “one lakhs rupees” shall be substituted.

93, Section 231 of the Income-tax Act shall be

omitted.

94. In Chapter XVII of the income-tax Act, after

section 234, the following heading and sections shall be
inserted, namely:— :

‘F.~—Interest chargeable in certain cases

234A. (1) Where the return of income for
any assessment year under sub-section (1) or sub-
section (4) of section 139, or in response to a noti-
ce under sub-section (1) of section 142, is furnished
after the due date, or is not furnished, the assessee
shall be lable to pay simple interest at the rate of
two per ceut. for every month or part of a month
or part of a month comporised in the period com-
anaencingdon the date, immediately following the due

te, and,—

@) where the retwn is furnished after the due
date, ending on the date of furnishing of the return; or

b) where no return has been furnished, ending
on the date of completion of the assessment under
section 144, '

on the amount of the tax on the total income as de-
termined on regular assessment as reduced by the
advance tax, if any, paid and any tax deducted at
source. : -

Explanation 1.—In this section, “due date”
means the date specified in sub-section (1) of sec-
tion139 as applicable in the case of the assessee.

Explanation 2.—In this sub-section and"sub-sec-
tion (3), “tax on the total income as determined on
regular assessment” shail hot include the additio-
nal income-tax, if any, payable under section 158B.

Explanation 3.—Where, in relation to an assess-
ment year, an assessment is made for the first time
under section 147, the assessment so made shal! be
regarded as a regular assessment for the purposes of
this section. -

Amend-
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tion 230A.
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(2) The interest payable under sub-section (1)
shall be reduced by the interest if any, paid under
section 140A towards the interest chargeable under

- this section.

(3) Where the return of income for any asse-
ssment year, required by a notice uncer section 148
issued after the completion of an asscssment under
sub -section (3) of section 143 or section 144 or sec

tion 147, is furnished after the expiry of the time
allowed under such notice, or is not furnished the
assessee shall be liable to pay simple interest at the
rate of two per cent., for every month or part of a
month comprised in the period commencing on the
day immediately following the expiry of the tin ¢ al-
loned as aforesaid, and,—

ga) where thereturn is furnished after the expi-
ry of the time aforesaid, ending on the date of fur-
nshing the return; or

(b) where noreturn has been furnished, ending
on the date of completion of the re-assessment or
re-computation under section 147,

on the amount by which the tax on the total income de-

-~ termined on the basis of such re-assessment or re-com-
putation exceds the tax on the total income determined
on the basis of the earlier assessment aforesaid.

Explanation.—In this sub-section, *“tax on the fotal
income determined on the basis of the re-assessment or
re—compuiation under section 147 shall not include the
additional income-tax, if any, payable under section 158B.

(¥) Where, as aresult of an order under section 154
of section 155 or section 250 or section 254 or section
260 or section 262 or section 263 or section 264 or an
order. of the Settlement Commission under sub-section
(4) of section 245D, the amount of tax on which interest
was payable under sub-section (1) or sub-section (3) of
this section has been increased or reduced, as the case
may be, the interest shall be increased or reduced accor-
dingly, and—

() in a case where the interest is increased, the
Assessing Officer shall serve on the -assessee a no-
tice of demand in the prescribed form specifying the
sum payable, and such notice of demand shall be dee-
med to bea notice under section 156 and the provi-
sions of this Act shall apply accordingly;
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(i) 112 case where the interest in reduced, the
excess interest paid, if any, shall be refunded

(5) The provisions of this sectior shall applyin res-
pect of assessments for the assessment year commencing
on the 1st day of April, 1989 and subsequent asszss-
ment years. - E

234B, (1) Subject to the other provisions of this
section, where, in any financial year, an assessee who is
liable to pay advance tax under scction 20¥ has failzd
to pay such tax or, where the advance tax paid by such
assessee under the provisions of section 210 is less than
ninety per cent, of the assessed tax, the assessee shall be
liable to pay simple interest at the rate of two per cent.
for every month or part of a month comprised in the
in the period from the Ist day of April next followirg
such financial vear to the date of the regular assessment,
on an amount equal to the assessed tax or, as the case
may be, on the amount by which the advance tax paid
as aforesaid falls short of the as<essed tax. L

Explanation 1.—In this se:tion, “assessed tax” means
the tax on the total income determined on the basig of
the regular asscssment, as reduced by the amount of tax
deducted at source in accordanc: with the provisions of
Chapter XVIIB on any income which is subject to such
deduction and which is tiken into account in computing
such total income. S

Explanation 2.—Where in relation to an assessment
year, an assessment is made for the firsttime under sec
tion 147, the assessment so made shail be regarded as a
regular assessment for the purposes of this section.

Explanation 3.—In Explanation 1 and in sub-section
(3), “tax on the total income determined on the basis
of the regular assesment” shall not include the additional
income-tax, if any, payable under section 158B.

(2) Where, before the date of completion of a re-
gular assessment. tax Is paid by the assessee under sec-
tion 140A or otherwise,—

(i) interest shall be calculated in accordance
with the foregoing- provisions of this section up to
the date on which the tax is so paid, and reduced
by the interest, if any, paid under section 140A
towards the Inteic.t chargeable urder this section;

Ex—(40)/88
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(i) thereafter, interest shall be calculated at
the rate aforesaid on the amount by which the tax
30 paid together with the advance tax paid falls
short of the assessed tax.

(3) Where, as a result of an order of re-assessment
or re<compntation under seetion 147, the amount on
which interest was payable under sub-section (1) is in-
creased, the assessee shall be liable to pay simple interest
at the rate of two seger cent. for every month or part of
a month comprised in the period commencing on the
day foliowing the date of the regular assessment referred
to ie sub-section (1) and ending on the date of the re-
assessment or re-computation under section 147, on the
amount by which the tax on the total income determined
on the basis of the re-assessment or re-compution ex-
ceeds the tax on the total income determined on the
basis of the regular assessment aforesaid.

Explanation.—In this sub-section “tax on the total
income determined on the basis of the re-assessment or
re-computation under section 147" shall not include the
?(SlgiBtional income-tax, if any, payable under section

(4) Where as a result of an order under section
154 or section 155 or section 250 or section 254 or sec-
tion 260 or section 262 or section 263 or section 264 or
an order of the Settlement Commission under sub-sec-
tion (4) of section 245D, the amount on which interest
was payable under sub-section (1) or sub-section (3)
has been increased or reduced, as the case may be, the
interest shall be increased or reduced accordingly, and—

() in a case where the interest js increased, the

Assessing Officer shall serve oa the assessee a notice of

demand in the prescribed form specifying the sum paya-
ble and such notice of demand shall be deemed to be
a notice under section 156 and the provisions of this
Act shall apply accordingly; '

(i) in a case where the interest is reduced,
. the excess interest paid, if any, shall be refunded.

_ (5) The provisions of this section shall apply
in respect of assessments for the assessment year
commengcing on the Ist day of April, 1989 and sub-
sequent assessment years.

- 234C. (1) Where in any financial year, the advance
tax paid by the assessee on his current income on or
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of advance before the 15th day of September is less than twenty
tax. per cent. of the tax due on the returned income or the
amount of such advance tax paid on or before the 15th
day of December is less than fifty per cent. of the tax B
due on the return:d income, then, the assessee shall be
liable to pay simple interest at the rate of one and one-
half per cent. per month of the shortfall from for a
period of three months on the amount of the shortfall
from twenty per cent. or, as the case may be ﬁfty per
cent, of the tax due on the returned inco ne.

Explanation.—In this section, “tax duz on the retur-
ned income” means the tax chargeable on the total in-
come declared in the return of income furnished by the
assessee for the assessment year commencing on the ist
day of April immediately following the financial year in
which the advance tax is paid, as reduced by the amount
of tax deductible at source in accordance with the pro-

. visions of Chapter XVIIB on any income which is sub-
ject to such deduction and which is taken into account
in computing such total income.

(2) The provisions of this section shall apply in res-
pect of assessments for the assessment year commencing
on the Ist day of April 1989 and subsequent assessment

years.’.
Amend- 95, To section 240 of the Income-tax Act, the fol-
ment of lowing proviso shall be added, namely:—

section 240 _
- *Provided that where, by the order aforesaid,—

(a) an assessment is set aside or cancelled and
an order of fresh assessment is directed to be made
the refund, if any, shall become due only on the
making of such fresh assessment;

(b) the assessment is annulled, the refund shall
become due only of the amount, if any, of the tax
paid in excess of the tax chargeable en the total in-
come returned by the assessee’

Amend- 96. In scotion 234 of the Income-tax Act, after
ment of sub-section (2), the following sub-section shall be inser-
section 243  ted, namely:— -

“(3) The provisions of this section shall not
apply in respect of any assessment for the assess-
ment year commeucing on the 1st day of April,
1989 or any subsequent assessment years.”
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Amendment | 97. In section 244 of thé Income-iax Act, after sub-
of section section (2), the following sub-section shall be inserted
244 namely:—

“(3) The provisions of this section shall not
apply in respect of any assessment for the assess-
ment year commencing on the Ist day of April, 1989
or any subsequent assessment years,”.

08. After section 244 of the Income-tax Act, the Insertion
following section shall be inserted, namely : - of new
section
244A,

“244A. (1) Where, in pursuance of any order passed Interest
under this Act, refund of any amount becomes due to the on re-
assessee, he shall, subject to the provisions of this section, funds.
be entitled to receive, in addition to the said amount, sim-
ple interest thereon calculated in the following manner,
namely :—

(@) where the refund is out of any tax paid by
way of advance tax or treated as paid under section
199, during the financjal year immediately preceding
the assessment year, such interest shajl be calculated
at the rate of one and one-half per cent. for every
month or part of a month comprised in the period
from the 1st day of April of the assessment year to
the date on which the refund is granted :

Provided that no interest shall be payable if the |
amount of refund is less than ten per cent. of the tax
as determined on regular assessment;

b) in any other case, such interest shall be
calculated at the rate of one and one-half per cent.
for every month or part of a month comprised in
the period or periods from the date or, as the case
may be, dates of payment of the tax or penalty to
the date on which the refund is granted.

Explanation.— For the purposes of this clause, “‘date
of payment of tax or penalty’”” means the date on and
from which the amount of tax or penaity specified in the
notice of demand issued under section 156 is paid in
excess of such demand.

(2) If the prdceedings resulting in tht refund are de-
layed for reasons attributable to the assessee, whether
wholly or in part, the period of the delay so attributable
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to him gball be excluded from the period for which in-
terest is payable, and where any question arises as to

- the period to be excluded, it shall be decided by the
Chief Commissioner or Commissioner whose decision
thereon shall be final.

(3) Where, as a result of an order under section 147,

or section 154 or section 155 or section 250 or section 254
or 260 or section 262 or section 263 or section 264 or
an order of the Settlement Commission under sub-sec-
tion (4) of section 245D, the amount on which interest
was payable under sub-section (1) has been increased or
redu , as the case may be, the interest shall be in-
creas  or reduced accordingly, and in a case where the
intere  is reduced, the Assessing Officer shall serve on
the assessee a notice of demand in the prescribed form
specifying the amount of the excess interest paid and
requiring him to pay such amount and such notice of
demand shall be deemed to be a notice under section 156
. and the provisions of this Act shall apply accordingly.

_ (4) The provisions of this section shall apply in
- respect of assessments for the assessment year commencing

on the 1st day of April, 1989, and subsequent assessment
years,”, o '

Am~ dment 99. In Chapter XX of the Income-tax Act, for the
of s  bea- sub-heading “A.— Appeals to the Appellate Assistant
din and Commissioner and Commissioner (Appeals)” and section
su .ituti- 246, the following sub-heading and sections shall be sub-
n f -~w stituted, pamely :(—

’ T

‘A.—Appeals or applications to the Deputy Commi-
ssioner (Appeals) and Commissioner (Appeals),

- 246.(1) Subject to the provisions of sub-seetien (2),
aAggeal any assessee aggrieved by any of the - followigg ers
orders of an Assessing Officer (other than the Deputy ~Commi-

4 ssioner) may appealto the Deputy _Comm;ssmner (Ap-

peals) against such order—

(@) an order against the assessee, where the
assessee denies is liability to be assessed under this
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Act or any order of assessment under sub-section (3)
_of section 143 or section 144, where the assessee
" objects to the amount of income assessed, or to the

amount of tax determined, or to the amount of loss

computed, or to the status under which he is assessed;

(b) an order of assessment, re-assessment or re-

- computation under section 147 or section 150;

(c) an order under section 154 or section 155
having the effect of enhancing the assessment or re-
ducing a refund or an order refusing to allow the
claim made by the assessee under either of the said
sections; - :

(d) an order made under section 163 treating
the assessee as the agent of a non-resident; -

(¢) an order under sub-section (2) or sub-sec--
tion (3) of section 170; -

(f) an order under section 171;

(8) any order under clause (b) of sub-section
(1) or under sub-section (2) or sub-section (3) or
sub-section (5) of section 135 in respect of any
assessment for the assessment year commencing on
the Ist day of April, 1988 or any earlier assess-
ment  year;

(h) an order cancelling the registration of a firm
under sub-seetion (I) or under sub-section (2) of
section 186 in respect of any assessment for the
assessment year commencing on the 1st day of Ap-
ril, 1988 or any earlier assessment year; '

(® an order under section 201;
(j) an order under section 216 in respect of any
assessment for the assessment year commencing on the
Ist day of April, 1988 or any earlier assessment year;
(k) an order under section 237;
C |
‘a an order imposing a penalty under —
" () section 221, or |
(iiy section 271, section 271A, section 271B,

ggl%nfn 271C, section 271D, section 271E or section
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(i) sub-section (1) of section 271, seetion 272,
section 272B or section 273 as they stood immediately
before the 1st day of April 1989, in respect of any
assessment for the assessment year commencing on
the 1st day of April, 1988 or any earlier assessment
years.

(2) Notwithstanding anything contained in_sub-sec-
tion (i), any assessee aggrieved by any of the following
orders (whether made before or after the appointed
day) may appeal to the Commissioner (Appeals) against
such order — v :

(@) an order specified in sub-section (1) where
such order is made by the Deputy Commissioner in
exercise of the powers or functions conferred on or -
assigned to him under section 120 or section 124;

(b) an order specified in clauses (a) to (¢) Sboth
- inclusive) and clauses (i) to (I} (both inclusive) of
sub-section (1) made against the assessee, being a
company; -

(c) an order of assessment made after the 30th
day of September, 1984 on the basis of the direc-
tions issued by the Deputy Commissioner under
section 144A;

(d) an order made by the Deputy Commissio-
ner under section 154;

(¢) an order imposinga penalty under section
271B: -

(f) an order made by a Deputy Commissioner
or a Deputy Director imposing a penalty under
section 272A;

(g) an order imposing a penalty under clause
(c) of sub-section (1) of section 271, as it stood
immediately before the 1st day of April, 1989, in
respect of any assessment for the assessment year
commencing on the 1st day of April 1988 or any
carlier assessment years, where such penalty has been
imposed with the previous approval of the Deputy
Commissioner under the proviso to clause (iii) .of
sub-section (1) of that section;

(h) an order made by an Assessing Officer
(other than Deputy Commissioner) under the piovi-
sions of this Act in the case of such person or
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classes of persons as the Board may, having regard
to the nature of the cases, the complexities involved
and other relevant considerations, direct,

(3 Notwithstanding anything coutained in suh-
section (1), the Board or the Director General, or Chief
Commissioner or Commissioner if so avthorised by the
Board, may, by order in writing, transfer any appeal
which is pending before a Deputy Commissioner (Appeals)
and any matter arising out of or connected with such
appeal and which is” so pending, to the Commissioner
(Appeals) if the Board or, as the case may be, the Di-
rector General, or Chief Commissioner or Commissioner
(at the tequest of the appellant or othcrwise) is satisfied
that it is necessary or expedient so to d» having regard
to the nature of the case, the complexities involved and
other relevant considerations and the Commissioner.
(Appeals) may proceed with such appeal or matter from
the stage at which it was before it was so transferred:

Provided that the appellant may demand that before
proceeding further with the appeal or rnatter, the pre-
vious proceeding or any pirt thereof be re-opened or
that he be reheard. : ' '

Explanation — For the purposes of this section,—

(a) ‘“‘appointed day” means the 10th day of
July, 1978 being the day appcinted under section 39
of the Finance (No. 2) Act 1977, 29 of 1977

(b) “status™ means the category under which
the assessee is assessed as ‘“‘individval” “Hindu
undivided family” and so on.

- Application 246A. (1) Where, before furnishing a return of income
by the asse- under Section 139 or, as the case may be, sub-section
ssee in cer- (1) of section 142 for any ascessmient year, any question
tain cases. arises as to whether,—

{@) any income is includible or not in compu-
ting the total income (hereafter in this section refer-
red to as the disputed income), or

(b) any deduction, allowances or other relief
is -admissible or not in computing the total income
glcreafter in this section referred to as the disputed

eduction).

the assessee shall, after furnishing such return, make an
application vunder sub-section (2;: | :
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Provided that the assessee, —

(i) shall include in such return the disputed in-
come and shall not claim the disputed deduction, and

(ii) shall also pay thirty per cent of the tax
due op the disputed income and in respect of tbe
amount of disputed deduction.

(2) The application under sub-section (1) may be
made within thirty days of furnishing the aforesaid return
to the Deputy Commissioner (Appeals) or, as the case
may be, to the Commissioner (Appeals).

(3). For the purposes of disposihg of an application
under sub-section (1), the Deputy Commissioner ¢Appeals)
or, as the case may be, the Commissioner (Appeals) may-

(@) conduct such inquiry, or call for such books

]‘.'.X—-—‘-HJ(U}; 00

of accounts, other documents or information which

he deems mecessary; or

(b) direct - the Assessing Officer concerned to con-
duct such inquiry and furnish the report thereon,
- and thereafter decide the question raised in the applica-
tion and pass such orders thereon as he thinks fit.

(49 The provision relating to filing of appeals under
tnis Act shall, so far as may be, apply to the making of

an application under this section as if such application
were an appeal.’. '

100. Sectioxi 247 of the Income-tax Act shall be omitted,

1¢1. For section 267 of the [ncome-tax Aci, the fol-
lowing section shall be substituted, namely:—

“267. Whereas the result of an appeal under sec-
tion 246 or section 253, any change is made in the assess-
ment of a body of individuals or an association of per-
sons or a new assessment of a body ol individuals or
an association of persons is ordered to be made, the le-
puty Commissioner {(Appeals) or the Commissioner (Ap-
peals) or the Appellate Tribunal, as the case may be,
shail pass an order authorising the Assessing Officer <i-
ther to amend the assessment made on any member of
- the body or association or make a fresh assessment on
any member of the body or association.”.

Omission
of section
247.
Substitu-
tion of new
saction for
saction 267.

£.mend-
ment of
assessment
of appeal.
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102. 1In section 268 of the Income-tax Act, the words Amendment

“or an application” shall be omitted. of section
| 268.
103, In section 269SS of the Income-tax Act,— - Amendment
- (a) for the words “ten thousand rupees”, the words of section
twenty thousand rupees’ shall be substituted: - 26988,
(b) after the proviso and before the Explanation,
~ the following proviso shall be inserted, namely:—
“Provided further that the provisions of this section
shall not apply to any loan or deposit where the person
from whom the loan or deposit is take: or accepted and
the person by whom the loan of deposit is taken ot accepted
are both having agricultural income and ncither of them
has any income chargeable to tax under this Act.”,
" 104. In section 269T of the Income-tax Act,— Amend-
' - _ . ment of
(@' in sub-section (2),— « : section
' 269T,

On:ission
of section
270.

Substitution
of new

section for
section 271,

Failure to

comply with

notices.

(i) after the words ‘no firm’, the words ‘or other
person’ shall be inserted;

(i) for the words ‘ten thousand rupees’, the words
‘twenty thousand rupees’ shall be substituted:

(b) in te Exglanation, for clause (ii) the following
clause shall be substituted, namely:—

‘(i) “deposit” means any deposit of money which is
repayable after notic or repayable after a
period and, in the case of a person other than

a2 company, includes deposit of any nature.’.

105. Section 270 of the Income-tax Act shall (i) the
following clause be omitted.

106. For section 271 of the Income-tax Act, the following
section shall be substituted, namely:—

“271. If the Assessing Officer, in the course of any
groceedings under this Act’ is satisfied that any person
as failed to comply with a notice under sub-section (1)
of section 142 or sub-section (2) of section 143 or with
a direction issued under sub-section (2A) of section 142,
the Assessing Officer may direct that such person shall

A



Amendment
of section
271A.

Insertion
of new sec-
tions 271C,
271D and
271E.
Penalty for
failure to
deduct tax
at source,

Penalty for
failute to
comply with
the provi-
sions of
section
269SS

pay, by way of penalty, a sum which shall not be less

than one thousand rupees but which may extend to twen-
ty-five thousand rupees for each such failure.”.

107. In. section 271A of the Income-tax Act, for the
words “a sum which shall not be less than ten per cent.
but which shall not exceed fifty per cent. of the amount
of tax, if any, which would have been avoided if the in-
come returned by such person had been accepted as the
correct income”, the words “a sum which shall not be
less than two thousand rupees but which may extend to
one hundred thousand rupees” shall be substituted.
108. After section 271B of th: [ncom-tax Act, the fol-
lowing sections shall be inserted, namely:—

“271C. TIf any person fails to deduct the whole or
any part of the tax as required by or under the provi-
siors of Chapter XVII-B, he shall be liable to pay, by
way of penalty, a sum equal to the amount of the tax
which he failed to deduct as aforesaid. '

271D. If a person takes or accepts any loan or de-
posit in coniravention of the provisions of section 269SS
he shall ‘be liable to pay, by way of penalty, a sum
equal to the amount of the loan or deposit so taken or
accepted. '

271E. If a person repays any deposit referred
to in section 269T otherwise than in accordance
with the provisions of that section, he shall be lia-
ble to pay, by way of penalty, a sum equal to the
amount of the deposit so repaid.”,

109. Section - 272 of the Income-tax Act shall be
omitted.

110. For section 272A of the Income-tax Act, the
following section shall be substituted, namely:—

“272A. (1) If any person,—

(@) being legally bound to state the truth of
any matter touching the subject of his assessment,

Ex—40(D)/88

Penalty for
failure to
comply
with the
provision of
section 269T

Omission
of section
272.
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section
272A.
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failure to
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refuses to answer any question put to him by an sign state-

income-tax authority in the exercise of its powers ments, fur-

under this Act; or nish infor-,

mation, re-
(b) refuses to sign any statement made by turnsor sta-

him in the course of any proceedings under this tements, al-

Act, which an income-tax authority may legally low inspec-

require him to sign; or = liobs, etc.

(¢) to whom a summons is issued under sub-
section (1) of section 131 either to attend to give
evidence or produce books of account or other do-
cuments or a certain place and time omits to attend
or produce books of account or documents at the
place or time; or

:

(d) fails to comply with the provisions of sec-
tion 139A, - '

he shall pay, by way of penalty, a sum which shall not
be less than five hundred rupees but which may extend
to ten thousand rupees for each such default or failure.

(2) If any person fails—

() to comply with a notice issued under sub- \
section (6) of section 94; or _ ’

(b) to give the notice of discontinuance of his
business or profession as required by sub-section (3)
of section 176; or : '

(c) to furnish in due time any of the returns,
statements or particulars mentioned in section 133
cr section 206 or scction 236A ur section 20 B or
section 285B: or '

*  (d) to allow inspection of any register referred
to in section 134 or of any enay in such register .
~or to allow copies of s -¢ch regict-r or of ary entry
therein to be taken: or

‘e) 10 fuinish the retury of income which he
is required to jurnish under sub—ectinn {4A) of
section 139 ar to forish it within the time allowed
ard i the morner rogaited undor thet sub-secticn, of

(7} o ceiver o cause o ke delivered in us

foea iy, T e dechyating en iensd an secten

y - 5" .. P R | e . N
A L B N R S T E AL R or s B PRt S AR~
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Amend-
ment of
section 273

(b)) to deduct and pay tax as required b3 Sub-
section (2) of section 226;

he shali pay, by way of penalty, a sum which shall
not be lesss than one hundred rupees, but which
may extend to two hundred rupees for every day
during which the failure continues.

(3) . Any penalty imposable under sub-section
(1) or sub-sec-ion (2) shail be imposed—

(a) in a case whcre the contravention, failure
or defauli in respect of which such penalty is im-
possble occurs in the course of any proceeding be-
fore an income—tax authority not lower in rank than
a Deputy Director or a Deputy Commissioner, by
such income-tax authority;

b) in a case falling under clause (f} of sub-
section’(2), by the Chief Commissioner or Commi-
ssioner; and :

(¢) in any other case, by the Deputy Director
or the Deputy Commissioner.

(4) No order under this section shall be passed
by any income-tax authority referred to in sub-sec-
tion (3) unless the person on whom the penaity is
proposed io be imposed is given an .opportunity of
being heard in the matter by such authorlty

Explanation.—In this section, “income-tax ' au-
thority” ircludes a Director General, Director, De-
puty Director and an Assistant Director while exer-
cising the powers vested in a court under the Code
of Civil Procedure, 1908 when trying a suit? in ies-
pect of the matters specified in sub-section” (1) of
section 131

111, Section 27273 of the Income-tax Act shall be
omitted. '

112 1 section 273 of the Income-tax Act, after
sub- SCCI!G\ {2\ the following sub-secti~n shall be incer-
ted, narmcly; -

©3) The provisiyes o thi section shall apply
to ard i relaion to any sssessnent for the assess
ARt year com - cine on the TST doy of april, 1988,
Crony estiter assesare oo, ond references inotois

93 “Ex—40(D)/88
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section to the other provisions of this Act shall be
construed as references to those provisions as for
the time being in force and applicable to the rele-
vant assessment year.”. - '

Amend- | 113, In section 273A of the Income-tax Act, after

ment of sub-section {5), the following sub-scction shall be inser-
section ted, namely:— , :
273A. B

“(6) The provisions of this section shall apply
to and in relation to any assessment for the assess-
ment year commencing on the 1st day of April,
1938, or any earlier assessment year and references

in this section to the other provisions of this Act -

~ shall be construed as references to those provisions
as for the time being in force and applicable to the
relevant aséessment year.”,

114. In section 273B of the Income-tax Act, for
the words, figures, brackets and letters “‘section 270,
clause (a) or clause (b) of sub-section (1) of section 271,
section 271A, section 271B, sub-section (2) of section
272A, sub-section (1) of section 272AA, sub section (1)
of section 272B”, the words, figures letters and brackets
“section 271, section 271A, section .271B, section 271C,
‘section 271D, séction 271E, clause (c) or clause (d) of
sub-sectioft’ (1) ‘or sub-secticn (2) of section’272A, 'siib-
section (1) of section 272AA” shall be substituted.

115. In section 274 of the Income-tax Act,—

(a) . after sub-section (1), the following sub-sec-
tion shall be inserted, namely:—

“(2) No order imposing a penalty under this
Chapter shall be made—

(a) by the Income-tax Officer, where the penal-
ty exceeds ten thousand rupees;

(b) by the Assistant Commissioner, where the
penalty exceeds twenty thousand rupees,

except with the prior approval of the Deputy Com-
misstoner.” ;

' (b) for sub-section (3), the following sub-section
shall be substituted, namely:— '

Amendment
of section
273B.

Amend-
ment of
section 274

L
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“¢3) An income-tax authority on making an

~order under this Chapter imposing a penalty, unless

he is himself the Assessing Officer, shall forthwith
send a copy of such order to the Assessing Officer.”

116. 1In section 275 of the Income-tax Act, for clau-

se (a) and (b) excluding the Explanation, the following
clauses shall be substituted, namely:— : '

Insertion of

‘(@) in a case where the relevant assessment
or other order is the subject-matter of an appeal to
the Deputy Commissioner (Appeals) or the Commi-
ssioner (Appeals) under section 246 or an appeal to
the Appellate Tribunal under section 253, after the
expiry of the financial year in which the proceedings,
in the course of which action for the imposition of
penalty has been initiated, are completed, or six
months from the end of the month in which the or-
der of the Commissioner (Appeals) or, as the case
may be, the Appellate Tribunal is received by the

Chief Commissioner or Comnmissioner whichever pe-.

riod expires later;

(b) in a case where the relevant assessment or
other order is the subject-matter of revision under
section 263, after the expiry of six months from the
end of the month in which such order of revision is
passed;

(c) in any other case, after the expiry of the
financial year 1n which the proceedings, in the cour-
se of which action for the imposition of penalty has
been initiated, are completed, or six months from
the end of the month in which action for imposition
of penalty is initiated, whichever period expires later.”".

117. After section 275A of the Income-tax Act, the

newsection following section shall be inserted, namely:—

276,

Removal, con-
cealment, trans-
fer or delivery
of property to
thwart tax reco-
very

Substitu-

“276. Whoever fraudulently removes, conceals.
transfers or delivers to any persons any property or
any. interest therein intending thereby to prevent that
property or interest therein from being taken in exe-
cution of a certificate under the provisions of the Se-
cond Shedule shall be punishable with rigorous impri-

sonment for a term which may extend to two years
- and shall also be liable to fine.”. '

118." For section 276B of the Income-tax Act, the

tion ofnew following section shall bewsubstituted, namely:—

section for

section
27630

Amendpncnt
of section
275.
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Failure to pay
the tax deduct-
ed at source.

Omission of sec
tions 276DD

and 276E.
Amend

“276B. Tf a person fails to pay to the credit
of the Central Government, the tax deducted at
source by him as required by or under the provisions

- of Chapter XVII-B, he shall be punishable with
rigorous imprisonment for a term which shall not

~ be less than three months but which may extend to
seven years and with fine.”..

119. Sections 276DD and 2767 of the Income-
tax Act shall be omitted.

120. In section 278AA of the Tncome-tax Act, for

ment of sec the words. figures and letters “‘section 276B, section 276

tion 278- -

AA,

DD or section 276E,”, the words, figures and letter “or
section 276B,” shall be substituted.

121, After section 293A of the Income-tax Act, the
following section shall be inserted, namely:—

“293B, Where, under any provision of this Act the
approval of the Central Government or the Board is
required to be obtained before a specified date, it shall
be open to the Central Government or, as the case may
be, the Board to condone, for sufficient cause, any delay
in obtaining such approval.”.

122. For. section 296 of the Income-tax Act, the
following section shall be substituted, namely:—

«296, The Central Government shall cause every
rule made under this Act to be laid, as soon as may be
after it is made, before each House of Parliament, while
it is in session, for a total period of thirty days which
may Le comprised in one session Or in two or more
successive sessions, and if, before the expiry of the session

[asertion
of new
section
293B.

Power of
Central
Govern-
ment or
Board to
condone
delays in
obtaining
approval.
Substi-
tution of
new Sec-
tion for

section 296 -

Rules to
be laid
before

Parliament.

immediately following the session or the successive ses- -

sions aforesaid, both Houses agree in making any modi-
fication in the rule or both Houses agree that the rul:
should not be made, the rule shall thereafter have effect
only in such modified form or be of no effect, as the
case may be; so, however, that any such modification or
annulment shall be without prejudice to the validity of
anything previously done under that rule.”.
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123. In section 298 of the Income-tax Act, after
sub-section (2), the following sub-sections shall be added
with effect from tihe Ist day of April, 1983, pamely: -

“(3) If any difficulty arises in giving effect to the
provisions of 1his Act as amended by the Direct Tax
Laws (Amendment) Act, 1987, the Central Government
may, bv order, do anything not inconsistent with such
provisions for the purpose of removing the difficulty:

Provided that no such order shall be made after the ex-
~piration of three years from the ist day o! April, 1988.

(4) Every order made under sub-section (3) shall be
~ laid before cach House of Parliament.”

24. 1In the Second Schedule to the Income-tax Act,—

(1) for the words and figures *See secticn 222"
occuring under the heading, .the words and figures “See
sections 222 and 276" shall be substituted;

(2) in rule 1, for clause (a), the following clause
shall be substituted, namely:—

‘(a) <certificate’’, except in rules 7, 44, 65 and sub-
rule (2) of rule 66, means the certificate drawn up by
the Tax. Recovery Officer under section 222 in res-
pect of any assessee referred to in that section’;

‘3) in rule 2, for the words *““When a certificate
has been received by the Tax Recovery Officer from the
Income-tax Officer”’, the words “When a certificate has
been drawn up by the Tax Recovery Officer”. shall be
substiluted;

(4) for rule 8, the following rule shall be substi-

tuted, namely:—

“8. () Whenever assets are realised by sale or

otherwise in execution of a certificate, the proceeds shall

be disposéd of in the following manner, namely:

‘(a) they shall first be abjusted towards the amount
due under the certificate in execution of which the
assets were realised and the costs incurred in the
course of such execution;

(b) if there remains a balance after the adjustment
referred to in clause (@), the same shall be utilised for

Amend-
ment of
section 298,

Amend-
ment of
the
Second
Schedule.
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Entrust-
ment

of cer-
tain
func-
tion

by Tax

Recovery

- defaulter.

satisfaction of any other amount recoverable from the
assessee under this ACt which may be due on the date
on which. the assets were realised; and

() the balance, if any, remaining after the adjust-
ments under clauses (a) and (b) shall be paid to the

(2} If the defaulter disputes any adjustment under
clause (b) of sub-rule gl), the Tax Recovery Officer shall
determine the dispute,”; ‘

(5) in rule 9,—

(i) for the words “Income-tax Officer”, the words
“Tax Recovery Officer” shall be substituted;

(ii) the words *“‘duly filed under this Act” shall be
omitted; _ '

(6) in rule 14, for the words “Income-tax Oﬁ‘icef”, the

words “Tax Recovery Officer* shall be substituted;

(7) for rule 19A, the following rule shall be substituted,
namely:—

“19A. A Tax Recovery Officer may, with the pre-
vious approval of the Deputy Commissioner, entrust any
of his functions as the Tax Recovery Officer to any
other officer lower than him in rank (not being lower
in rank than an Imspector of Income-tax) and such officer
shall, in relation to the functions so entrusted to him,
be deemed to be a Tax Recovery Officer.”;

(8) in rule 25, in sub-rule (i), for the words “and
the Income-tax Officer shall bear such sum as the Tax
Officer shall require in order to defray the cost of such
arrapgements”, the words *“and he shall have power to
defray the cost of such arrangements” shall be substituted;

~(9) in rule 27, for the words *‘I-ncdme-tax_ Officer”
wherever they accur, the words ‘Tax Recovery Officer’
shall be substituted; .

(10) in rule 31, for the words ‘Income-tax Officer’
occurring in the proviso, the words ‘Tax Recovery Offi-
cer’ shall be substituted;

(11) in rule 47, for the words *direct that such coins
or notes, or a part thereof sufficient to satisfy the cer-
tificate, be paid over to the Income-tax Officer’, the words
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and figure “direct that such coins or notes shall be cre-
dited to the Central Government and the amount so
credited shall be dealt with in the manner specified in
rule 8" shall b: substituted; -

(12) in rule 59, after sub-rule (2), the following

sub-rule shall be inserted, namely:—

“33) Where the Income-tax Officer referred to in sub-
rule (1) is declared to be the purchaser of the property
at any subsequont sale, nothing contained in rule 57 shall
apply to the case and the amount of the purchase price
shall be adjustcd towards the amount specified in the
certificate.”; :

(13) in rule 60, in sub-rule (1). in clause (a), the
words “for payment to the Income-tax Officer” shall be
omitted - .

(14) in rule 61, for the words “Income-tax Officer”,

"the words ‘“‘such Income-tax Officer as may be authorised

by the Chief Commissioner or Commissioner in this be-
half” shall be substituted;

(15) io rule 73, in sub-rule (1), in clause (a) and
(b‘%, for the worls “the receipt of the certificate in the
office of the Tax Recovery Officer”, the words “the drawing
up of the certificate by the Tax Recovery Officer” shall
be substituted ; '

~ (16) in rule 74, for the words <¢the Tax Recovery
Officer shall proceed to hear the Income-tax Officer and
take all such evidence as may be produced by him in
support of execution by arrest, and shall then give the
defaulter”, the words “the Tax Recovery Officer shall give
the defaulter” shali be substituted;

(17) in rule 77, in sub-rule (1),—
(@) for clause (ii) of the proviso, the following
clause shall be substituted, namely:— '

“(ii) on the request of the Tax Recovery Officer
~on any ground other than the grounds mentioned
in rules 78 and 79.”; '

(b) tl.e second proviso shall be omitted;

(18) in rules 82, 83 and 87, for the words ‘““Tax
Recovery Commissioner”’, the words “Chief Commissioner
or Commissioner” shall be substituted;

(19) in rule 85, for the words “If at any time after
the issue of the certificate by the Income-tax Officer to
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the Tax Recovery Officer”, the words “If at any time
after the certificate is drawn up by the Tax PRecovery

Officer” shali be substituted;

(20) in rule 86,—

(a) for sub-rule (1), the following sub-rule shall be
substitutzd, namely:—

“(1y An appeal from any original order passed by
the Tax Recovery Officer under this Schedule, not being
an corder which is conclusive, shall lie to the Chief Com-
missioner or Commissioner,”’;

by for sub-rule (4), the following sub-rule
shall be substituted, namely:—

“(4* Notwithstanding anything contained in sub-
rule (1), wherc a Chief Commissioner or Commissioner
is authorised to exercise powers as such in respect of
any area, then, all appeals against the orders passed be-
fore the date of such authorisation by any Tax Recovery
Officer authorised to exercise powers as such in- respect
of that area, or an area which is included in that area,

shall lie to such Chief Commissioner or Commissioner.”;

(21) rule 89 shall be omitted;

(22) in rule 90, in sub-rule (1), for the words “Ip-
come-tax Officer”, the words ‘‘Tax Rccovery Officer”

shall be substituted; ' _ -
(23) . in rule 92, for the words “Tax Recovery Com-
missioners”, in two places where tiey occur, the words
“Chief Commissioner, Commizssioners” shall be substi-
tuted;
(24) after rule 93, the following rule shall be inser-
ted, namely.—

“94. All proceedings for the r¥Covery of taXx Pen-
ding immediately before the coming into” force of the
amendments of this Schedule by the Direct Tax Laws
(Amendment} Act, 1947 shall be continyed ynder this
Schedule as amended " by that Act from the stage they
had reached, and, for this purpose, every certificate, 15-
sued by the Income-tax Officer under section 222 before
such amendment shall be deemed to be a certificate
drawn up by the Tax Recovery Officer under that section

after such amendment, and, if any difficulty arises in con-

- tinuing the said proceedings, the Board may issue (Whe-

ther by way of modification, not affecting the substance
of any rule in this Schedule or otherwis:) general or

special orders which appear to it to be necessary or €x-

pedient for the purpose of removing the difficulty.”.

{{‘3



™

Insertion of
Tenth
Schedule.

Definition

101

125. In the Income-tax Act, after the Ninth Sche-
dule, the following Schedule shall be inserted, namely:—

‘THE TENTH SCHEDULE
[See section 3(5)]

Modifications subject to which the provisions of this Act
shall apply in cases where the previous year in relation
to the Assessment year commencing on the st Apri',
1989, Referred to in section 3(2), Exceeds Twelve months,

. In this Schedule, <transitional previous year”
means the period reckoned as the previous year for the
assessment year commencing on the Ist day of April,
1989, in the manner specified in sub-section (2) of sec-
tion 3 and, in a case where the proviso to that sub-sec-
tion applies, the longer or, as the case may be, he longest
of the periods reckoned in the manner laid down in the
said proviso.

2. In a case where the transitional previous year is
longer than twelve months, the provisions of this Act
and the Finance Act of the relevant year shall apply
subject to the modifications specified in rules 3, 4, 5,
and 6 of this Schedule.

3. The previsions of this Act specified in column (1)
of ‘he Table below shall be subject to the modification
that the reference therein to the amount or amounts
specified in the corresponding entry in column (2) of
the said Table, shall be construed as a reference to the
said amount or amounts as increased by multiplying
each such amount by a fraction of which the numerator
is the number of months in the transitional previous
vear and the denominator is twelve.

Provided that for the purposes of this rule and rules
5 and 6, where the transitional previous year includes
a part of a month, then, if such part is fifteen days or
more, it shall be increased to one complete month and
if such part is less than fifteen days, it shall be ignored.

Ex—40(D)/88
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"‘. l(}} M
TABLE S
Lol s anpallel adt slub flinal
vaxsnon of the Act Amount slubatiod .«
(1) 2
1 JUQaHD2 HTrda Tl dild Rs.
Section 10 (3) oA U 5,000
Section 16 [(2)E. aotlage 2097]. 10,000
Section 24 (I)(ii) " ool S 3,600
Section 37 (2A) | 1 10000 .
tSecmn 44A.A {Z)U) ﬂ.ﬁdr Qni) 199C U2 A QS,OOU—I'iaﬂd
34y 159 ] 2 50 0@0,({
Secnon 44AB 40,00,000 and
Scctlon48é2 e ot BRI, Woore | e 100'00
Section 80 (I) s Bt BN 6,000, :
5} ' 19,000 and SULRSS
i1 20 honodom o 120’!0--*-"
Sectlon 800 (2) d) N0 . MERRITUN0Y, 15 1‘1,000‘3 ;
SﬂCh@ﬂi SOC (4) DTSSR L2 B : 60000 alld
Sectwn 80F (2)(b) & .10 s9guol o ~50000
sSection 80L | (I) il s DIANGAD 3 ) ?000
(occuring in
two places) .
o1 lsiag?  oiSeetion; 80L (1)=1st provisor .o u.ono + 13,000
& nienoteie 1-8ection 8L (I}—2nd prowso ot .svisnt ns2000i0
FIAW 2R Secll()ll 80U 91 - G '\ T N 15,0{1) one
2antl  of ~Section -139A eqe  eroitsoftibont o1 50,000(duz
' Modifica- 4. Where the transitional previous year comprises
1tionlin sec- a period of eighteen months or more, then, sub-section
stion’ 6.0 (1) of section 6 shall be subject to the modification that

«dinom references therein to the periods of one hundred and
eighty-two days ninety day shall be construed as

ihots | references, respsetively, to the; periuds of two hundred and
‘o1 rseventy~three days .and one hundred and thirty-five days.

P _ % - . . 3 o~y A T | Bl
GTINnIE] InugoMma 0O MEOMm 4 . ‘[ 1 119191 SOASTIINT O 1B}
SO ilf_ L

Modifiea= o1 5.. Where the assessee’s .income under the head

tion in res- - *'Profits, and gains of business or grofassion” for a pe-

pect of de- *r!od -of thirteen months or- more is-incjuded in his total

preciation -income for the. transitional, previous ‘year, the allowance

allowance under clause (ii} of sub-section (1) of section 32 .in:res-
pect of depreciation of buildings, mach.nery, plant or
furniture calculated in the manner stated therein, shall be
~jnereased .| by . multiplying it by a fraction jof, 'which the
-fiumerator -is - the number. of months, in - the. transitional
- previous year and the denominator is twelve. | 1157

¢ e _ - x
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6. 'The tax chargeable on the total income of the
{ransitional previous year shalil be calculated at the average
rate of tax on the amount obtained by multiplying such
total income by a fraction of which the numerator is
twelve and the denominator is the number of months in
the transitional previous year, as if the resultant amount
were the total income.

7. The Board may, if it considers it desirable or
expedient so to do for avoiding geanuine hardship, by
general or special order, grant appropriate relief in any

- case or class of cases where the transitional previous year

is longer than twelve months.

126. The following amendments (being amendments

tial amend- of a consequential nature} shall be made in the Income-

ments

tax Act, save as otherwise provided, with effect from the
Ist day of April, 1989 namely :—

(1) in section 2, clause (3) shall be omitted
“with effect from the 1st day of April, 1988;

() in section 10, in clause (15), in sub-clause
(i), in the Explanation, for the words, brackets and
figures “the Explanation to clause (iii) of sub-section
(5) of sub-section 11, the words, brackets and figures
“clause (i) of the Fxplanation to clause (viia) of
sub-section (1) of section 36" shall be substituted;

| (3) in section 10A, after sub-section (7) and
before the Explanation, the following sub-section shall
be inserted, namely :— -

“(5) References in this section to any other
provision of this Act wiich has been amended or
omitted by the Ditect Tax Laws (Amendment) Act,
1987 shall, notwithstanding such amendment or
omission, be construed, for the purposes of this sec-

tion, as if such amendment or omission had noi

been made.”

(4 in section 29, for the words, figures and letter
“sections 30 to 43A,” the words, figures and letter
“sections 30 to 43B” shail be substituted; '

(5) in section 32, in sub-section (2), the brackets
and words *(or, if the assessee is a registered firm or

LR—4U12){00

an unregistered firm assessed as a registered firm, in the

assessment of its partners)” shall be omitted;
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(6) in section 40A, in sub- section (2), in clause (a),
the proviso shall be omitted; _

(7) in section 41, after sub-section (5), the following
sub-section shall be inserted, namely:—

“(6) References in sub-section (3) to any other
provisicn of this Act which has been amended or
omitted by the Direct Tax Laws (Amendment) Act,
1987 shall, notwithstanding such amendment or
omission, be construed, for the purposes of that
sub-section, as if such amendmenrt or omission had
not been made.”;

' (8) in section 43A, in sub-section (1), for the words
brackets, figures and letter “in clause (iv) of sub-section
(1) of section 35 or in section 35A™, the words, figures
and letter “in section 35A” shall be substituted; :

(9) in section 44, for the words, figures and letter
“sections 28 to 43A”", the Words, figures and letter <sec-
tions 28 to 43B” shall be substituted; '

. (10) in section 80, for ‘the words, brackets and
figures “‘within the time allowed under sub-section (1)
of section 139 or within such further time as may be
allowed by the Income-tax Officer,”, the words, brackets
and figures “in accordance with the prov'sions of sub-
section (3) of section 139 shall be substituted;

(11) in section 80G,—

(a) in sub-section (5), in clause (v), the words,
brackets and figures “or is an institution approved
by the Central Government for the purposes of
clause (23) of section 10,” shall be omitted;

- (b) Explanation 4 shall be omitted;

(1) in seetion SOHHA, in the Explanation, for
clause (a), the foliowing clause shall be substituted,
namely:— _

‘(@) <“rural area” means any area other than—
_ éi) an area which is comprised- within the
jurisdiction of a municipality (whether known as.a
municipality, municipal corporation, notified area

committee, town area committee, town committee

‘ or by any other name) or a cantonment board and
-~ which has a population of not less than ten thou-
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sand according to the last preceding census of which
the relevant figures have been published before the

first day of the previous year; or

(i) an area within such distance, not being
more than fifteen kilometres from the local limits of
any municipality or cantonment board referred to
in sub-clause (i), as the Central Government may,
having regard to the stage of - development of such
area (gincluding the extent of, and scope for, urba-
nisation of such area) and other relevant considera-
tions specify in this behalf by notification in the
Official” Gazette;’;

~ (I3) in section 132, in sub-section (1), in the pro-
viso and in sub-section (lA), the words and figures
“notwithstanding anything contained in section 121" shall
be omitted with effect from the 1st day of April, 1988;

(14) in section 132B, in sub-section (1), in clause
(iii*, for the words “the Income-tax Officer”, wherever
they occur, the words ““the Assessing Officer or, as the
case may be, Tax Recovery Officer’ shall be substituted;

(15) in section 133A, in sub-segtion (6), for the
words, brackets and figures *“‘sub-sections (1) and (2) of
section 1317, the words, brackets and figures *“sub-sec-
tion (1) of section 131" .shall be substituted;

(16) in section 139, in sub-section (8}, in clause (b),
after the word and figures *‘section 2647, the words
brackets, figures and letter “or an order of the Settiement
Commission under sub-section (4) of section 245D’ shall
be inserted;

(17) in section 144A,—

(&) in sub-section (1), the brackets and figure
“(1)”" shall be omitted;

(b) sub-section (2) shall be omitted;
(18) in section 174,—

(@) in sub-section (4),—

(i) for the words, brackets and figures “as a
return under sub-section (2) of section 1397, the
words, brackets and figures “‘as a return under clause

(i) of sub-section (1) of section 142" shall be subs-
tituted; '
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{ii) for the words, brackets and figures “a no-
tice issued under sub-section (2) of section 1397,
the words, brackets and figures *a notice issued
under clause (i) of sub-section (1} of section 1427
shall be substituted;

(b) in sub-section (6), for the words brackets and
figures “sub-section (2) of section 139 or sub-section
(1) of”, wherever they occur, the words, brackets and

- figures “‘clause (i) of sub-section (1) of section 142 or”
shall be substituted; . ' ' :

(19) in section 176,—

a) in sub-section (5). for the words, bracket
and figures “‘under sub-section (2) of section 1397,
wherever they occur, the words brachets and figures
“under clause (i) of sub-section (1) of section 1427
shall be substituted;

~(b) in sub=section (7), for the words, brackets and
figures “sub-sectiof (2) of section 139 or sub-section (!)
of”, wherever they occur, the words, brackets and figures
“clause (i) of sub-section (1) of section 142 or” shall be
substituted ; -

20) in section 199, the brackets, words, figures and
letter “(including a provisional assessement under section
141A), if any,” shall be omitted;.

(21) in section 219, the proviso shall be omutted;
(22) section 234 shall be omitted;

(23) in section 253, in sub-section (1), in clauss (a),
after the word and figures “‘section 154,°. the word,
figures and lefters ‘section 246 A™ shall be inserted;

(24) in section 276CC, for the words, brackets and
figures ‘“‘sub-section (2) of section 139”, the words, brac-
kets and figures “clause (i) of sub-section (1) of section
142" shall be substituted;

(25) in section ~ 279, in -sub-section (3), for the
words, brackets and letters *“clauses (a). (b), (), (d) and
(e)”, the words brackets and letters “:lauses (a) to (g)”
shall be substituted with effect from the Ist day of
April, 1988; o _
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_ _ ("6 in section 288, in sub-section (4), in clause (b),
B the words, brackets and figures *clauses (i} and (i) of
sub-section (1* of” shall be omitted;

(27¢ in the First Schedule, in rule S in clause (a),
for the words, figures and letter “sections 30 to 43A7,
the words, “igures and letter “sections 30 to 43B” shall
be substituted;

(28) in the Third Schedule. for the words Income-tax

Officer”, the words “Assessing Ofticer or Tax Recovery
Officer”, shall be substituted. '

CHAPTER TII

AMENDMENTS TO THE WEALTH-TAX ACT, 1957
[27. In the Wealth-tax Act, 1957 (hereafter in this

7"of 1957 Cha;ter referred to as the Wealth tax Act) save as other- Substi-
- wise exnressly provided in this -ct, and unless the context tution of
< othe:wise recuirss references to any authority specified new
- in colvmn (1; of the Table below shall be substituted authoriries.
with efizct from the 1st day ot April, 188 by references
to the authority or authorities specified in the correspon-
ding entry in column (2) of the said
Tabl:, and such consequential changes as the rules of
araw-mar may require, shall also be made: - .

TABLE

h

{2)

Director of Inspection

Deprnity Director of Inspection
Assistant Dirzctor of Tnspection |

Commissionz: or Commissioner of
Wealth-tax

Inspeciipg w3sistant Commissioner or
Inspectin: Assistant Cominissioner of
Weaith-tax

Appeliete Assistant Commissioner ., .

#

Director General
: or Director
Deputy Director
Assistant Direc-

for
Chief Commis-
sioner or
Commissioner
Dzputy Commis-
sioner

Deputy Commis-
sionet (Appeals)
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Amend-
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section

Wealth-tax Officer ..« .. Assessing Officer
Inspector of Wealth-tax .. .. .. Inspector of In-

come-tax:

—

Provided that nothing contained in this section shell

apply to the references to “Commissioner occurring in
sections 22D, 24 and 25. :

128. In section 2 of the Wealth-tax Act,—
(i) clause (a) shall be omitted,;
(i1) clause (ca) shall be re-lettered as clause (cb) and

before that clause as so re-lettered, the following clause
shall be inserted, namely:—

‘(ca) “Assessing Officer” means the Assistant Com-
missioner or the Income tax Officer who is vested with
the relevant jurisdiction by virtue of directions or orders

- issued under sub-section (1) or sub-section (2) of section

120 or any other provision of the Income-tax Act which
apply for the purposes of ‘Wealth-tax under section 8 of
this Act, and also the Deputy Commissioner who is
dirgcted under clause (b) of sub-section (4) of the said sec-

- tion 120 to exercise or perfoim all or any of the powers

and functions conferred on or assigned to the Assessing
Officer under that Act;’;

(i) clauses '(g), (gg), (hb), k), () and (la) shall be
omitted; . _ '

(iv) for clause (h), the following clause shall be
substitufed, namely:—

“company”’ shall have the meaning assigned
to it in clause (17) of section 2 of the Income-tax Act;*;

(v) after clause (Ib), the following clause shall be |

-inserted, namely:—

‘de) “maximum marginal rate” means the rate of
wealth-tax applicable in relation to the highest slab of

wealth in the case of an individual as specified in Part
I of Schedule I;; : -

- (vi) in clause (q), clause (i) of the proviso shall be
omitted ;

(vii) for clause {s), the following clause shall be subs-
tituted, namely:—

LY
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*(s) the expressions “Chief Commissioner”, “Di
rector~General”, “Commissioner”, “Commissioner
(Appeals)”, “Director”, “Deputy Commissioner”,
(Appeals:”, “Assistdant Commissioner”, “Income-tax
Officer”, “Inspector of Income-tax” and “Tax Reco-
very Officer” shall have the meanings respectively
assigned to them under section 2 of the Income-tax
Act.’,

129. In section 3 of the Wealth-tax Act. for the
words “Subject to the other provisions contained in this
Act”, the words and brackets “gubject the other provi-
sions (including provisions for the levy of additional
wealth—-tax) contained in this Act” shall be substituted.

3

130. In section 5 of the Wealth-tax Act, with effect

from the Ist day of April, 1988, —

- (i) in sub-section (1), after clause (xxiv), the
following clause shall be inserted, namely:--

“(xxiva) units ofa Mutual Fund specified under
clause (23D) of section 10 of the Income-tfax Act;”;

~ (i) in sub-section (IA), after the brackets and
figures “(xxiv)’’, the brackets, figures and letter
“(xxiva)” shall bz inseried. '

131, For section; 8,9,10 and 11 of the Wealth—tax
Act, the following sections shall:be substituted with effect
from the 1st day of April, 1988, namely:—

. “8. The income-tax authorities specified m sec-
tion 116 of the Income-tax Act shall be the wealth-
tax authorities for the purposes of this Act and every
such authority shall exercise the powers and perform
the functions of a wealth tax authority under this Act
in respect of any individual, Hindu undivided fami-
ly or company, and for this purpose his jurisdiction
under this Act shall be the same as he has under the
Income-tax Act by virtue of orders or directions issued
under section 120 of that Act (including orders or
directicrs assigning concurrent jurisdiction) or under
~ any other provision of that Act.

Explanation.—For the purposes of this section
the wealth-tax authority having jurisdiction in rela-
tion to a person .who is mnot an asSessee within
the meaning of the Income-tax Act shall be the
wealth-tax authority hdving jurisdiction in respect
of the area in which that person resides.

Amendment
of section
3.

Amendment
of section
5 _

Substitu-
tion of new
sections for
sections §,9,
10 and 11.

Wealth-tax
authorities

and their
jurisdiction
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9. Section 118 of the Income-tax Act and any Control of
notification issued thereunder shall ap;ly inrelation  wealth tax
to the centrol of wealth-tay authorit'es as they apply  authorities
inrelationto the control of the corresponding 1ncome
-tax" authorities, cxceot to the extent to which the
Board mav, by not.fition in the Oilicinl Gaze:te. othzr-
wise direct in rospect of any weaiti ~tax authority.

Instructions 17, (I} The Board may, ftom time to time, isgue

to subordi- such orders, instructions and directions to  other w2a-

nate autho- Ith-tax authovities as it may deem {it for the proper nd-

riijes. ministration of this Act, tud such authorities and all *
other persons employed in the cxecutivn of this Act shall
observe and follow sucl: orders, instructions and direc-
tions of the Beard: - '

~ Piovided that no such orders, instractions or direc-
tions shall be issued— .

@) so as to rzquite :ny wealth-tax auvthority
to miake a particular zssessment or to dispose of a
particular case in a particilar manser; or

{b) so as to inferfere with the discretion of
" the Deputy Comynissioner (A pprals) or Chrmmissio-
ner /Appeal) in the exercise of his appellate functions.

() Without prejdice to the gererality of the
foregoing power.

(@) the Board may. if it considers it necessary
or exped int snto co. for the purpose of rroper
ard efficient managerent of the work of assessment
and collection of revenue, issve, from time to time
(whether by way of relaxation of any of the provi- -
sione of sections 16 17,13 and 35 o: other-vise), ge-
neral or special orders in- resyect of any class of
cases, setting forth directions or instructicns (not
being prefudicial to assessees) as to the guid:lines, prin-
ciples or procrdures to be followed by other wealth
~-1ax authoriiics in the werk rejating to  rssessment
or collection o1 revenue or the initiaton ¢ procee-.
dings for the imposition of penalties and any  such
order i ay, if the Board is of opinion thal 't is ne-
cessary in the pubiic interest s to do, be published
and crculated in the piescribed manner for gereral
inforsation,

(b) the Board may, if it considers it desirable.
or expedient so to do for avoiging genuine hardship
in any cyse or ciass of czses, by general or special
o.der, authorise any wealth-tax authouity, not teing
a Deputy Commissioner (Appeals) or Commissioner .
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(Appeals), to admit an application or claim for any
exemption, deduction, refund or any other relief
under this Act after the expiry of the period s-eci-
fied by or under this Act for making such appica-
tion or clsim and deal with the same on merits in
accordance with law.

11, (1) The provisions of s=ctions 124 and 127 of
the Income-tax Act shall, so far may be, apply for the
purposss of this Act as they apply for the purposes of
the Income-tax Act, subject to the modifications speci-
fied in sub-section (2).

(2) The modifications referred to in sub-section (1)

~.shall be the following, namely:—

(@) in section 124 of the Income-tax Act,—

- (i) in sub-section (3), references to the provi-

- sions of the Income-tax Act shall be construed as
references to the corresponping provisions of the
Wealth- tax Act; '

(1) sub-section (5) shall be omittéd;

(b) in section 127 of the Income-tax -Act, in

- the Explanation below sub-section (5). referances to

proceedings under the Tacome-tax Act shall be ¢ n-

strued as including references to proceedings under
the Wealth-tax Act.”.

132, Sections 8A, S8AA, 8B, 94, 19A, 1iA, 114A, Omission
11B, 12 and 13 of the Weal h-tax Act shall be omitted of
with effect from the 1st day of April, 1938. - sections

8A, BAA,
8B, 9A,
I0A, 11A,
I1AA, 11B,
12 and 13.

133. In section 14 of the Welth-tax 'Act,u—. : Amend
ment
{a) for sub-sections (1) and (2), the following of sec-
sub-sections shall be substituted, namely :-- tion 14,

‘(1) Every person, if his net wealth or the nst
wealth of any other person in respact of which' he
is assessable uader this Act on the valvation date
exceeded the maximum amount which is not charge-
able to wealth-tzx, shall, on or befors the due date,
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furnish a return of his net wealth or the net wealth
of such other person as on that valuation date in
the prescribed form and verified in the prescribed
manner setting forth particulars of such net wealth
and such other particulars as may be prescribed.

Explanation.—In this sub-section. *‘due date”
in relation to an assessee¢ under this Act shall be the
same date as that applicable to an assessee under
the Income-tax Act under the Explanation to sub-
section (1) of section 139 of the Income-tax Act.

(2) Notwithstanding anything contained in any .

other provision of this Act, a return of net wealth
which shows the net wealth below the maximum
amount which is not chargeable to tax shall be
deemed never to have been furnished:

Provided that this sub-section shall not apply to
a return furnished in response to a notice under
section 17.’;

(b) sub-section (3) shall be ommitted.

134, For section 15 of the Wealth-tax Act, the

following section shall be substituted, namely :—

“15. If any person has not furnished a return
within the time allowed under sub-section (1) of sec-
tion 14 or under a notice issued under clavse (i)
of sub-section (4) of section 16, or having furnished
a return discovers any omission Or wrong statement
therein, he may furnish a return or a revised return,
as the case may be, at any time before the &Xpiry
of one year from the end of the relevant assessment
year or before the completion of the assessment,
whichever is earlier :

P‘rovided that —

(@) where such return or revised return relates
to the assessment year commencing on the 1st day
of April, 1987, or any ecarlier assessment year, it may

~be furnished at any time vp to and inclusive of the

31st day of March, 1990 or before the completion
of the assessment, whichever is earlier;

Substitu-
tion of
new sec-
tion of
sec-
tion 15.

Return
after due
date and
amendment
of return.
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(b) where such return or revised return relates
to the assessment year coinmencing on the Ist day
of April, 1985, it may be furnished at any time up
to and inclusive of the 31st day of March, 199! or
before the completion of the assessment, whicheser
is earlier.”, ' ' o

135. Tn section 15A of the Wealth-tax Act,—

(i) for clause (a), the following clause shall be sub-
stitated, namely :—-

“(a) in the case of an individual,—
() by the individual himself;

(i) where he is abseat from India, by the indi-
vidual himself or by some person duly authorised by
him in this behalf;

(iii} where he is mentally incapacitated from
attending to his affairs, by his guardian or any other
person competent to act on his behalf; and '

(iv) where, for any othzr reason, it is not possi-
- ble for the individual to sign the return, by any per-
son duly authorised by him in this behalf :

Provided that in a case referred to in sub-clause i)
or sub-clavse (iv), the person signing the fefurn holds a
to do so,

which shall be attached to the retprn;”;

(i) to clause (c), the -following' provisoé shall be
added, namely :—

“Provided that where the company is not resident
in India, the rzturo may be signed and verified by
a person who holds a valid power of attorney from
such company to do so, which shall be attached to
the return :

- Provided further that,—

(a) where the company is being wound up,
whether under the orders of the court or otherwise,
or where any person has been appointed as the re-

~ceiver of any assets of the company, the return
shall be signed and verified by the liquidator reférre:!
to in sub-section (1) of section 178 cf the Income-
tax Act;

Ex—40(D)/88
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. (b) where the management of the company has
been taken over by the Central Government or any
State Government under any law, the return of the
company shall be signed and verified by the princi-
pal officer thereof.”.

136. For section 15B of the Wealth-tax Act, the Substitu-
following section shall be substituted, namety,— tion of new
_ section for
section 15B.

“ISB. (1) Where any tax is payable on the basis of Self assess«
any return furnished under section 14 or section 15 or ment.
in response to a miotice under clause (i) of sub-section
(4) of section 16 or under section 17, after taking into
account the amount of tax, if any, already paid under
any provision of this Act, the assessee shall be- liable to
pay such tax, together with interest payable under any
provision of this Act for any delay in furnishing the re-
turn, before furnishing the return and the return shall
be accompanied by proof of payment of such tax and
interest.

Explanation.—Where the amount raid by the asses-
see under this sub-section falls short of the aggregate of
the tax and interest as aforesaid, the amount so paid
shall fiist be adjusted towards the interest payable as
aforesaid and the balance, if, any, shall be adjusted
towards the tax payable.

(2) After the regular assessment under section 16 hés
been made, any amount paid under sub-section (1) shall
be deemed to have been paid towards such regular assess-
ment,

(3) If any assessee fails to pay the whole or any
part of such tax or interest or both in accordance with
the provisions of sub-section (1), he shall, without pre-
judice to any other consequences which he may incur,
be deemed to be an assessee in default in respect of the
tax or interest or both remaining unpaid and al! the
provisions of this Act shall apply accordingly.”.

137. Section 15C of the Wealth-tax Act shall be Omission

omitted, of section
15C.
138. For section 16 of the Wealth-tax Act, the fol- Substitu-
lowing section shall be substituted, namely:— ' tion of new
section for
section 16.

“16. (1) (@) Where a return has been made under Assessment.
section 14 or section 15 or in response to a notice un-
. ~ der clause (i) of sub-section (4),—
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(2) In a case referred to in sub-section (1), if the
Assessing Officer considers it necessary or expedient to
ensure that the assessee has not understated the net
wealth or has not under-paid the tax in any manner, he
shall serve on the assessee a notice requiring him, on a
date to be specified therein, either to attend at the office
of the Assessing Officer or to produce, or cause to be
produced there, any evidence on which the assessee may
rely in support of the return:

Provided that no notice under this sub-section shall
be served on the assessee after the expiry of the financial
year in which the return is furnished or the expiry of six
months from the end of the month in which the return
is furnished, whichever is later.

(3) On the day specified in the notice issued under
sub-section (2) or as soon afterwards as may be, after
hearing such evidence as the assessee may produce and
such other evidence as rthe Assessing Officer may require
on specified points, and after taking into account all re-
levant inaterial which he has gathered, the Assessing
Officer shall, by order in writing, assess the net wealth
of the assessee and determine the sum payable by him
on the basis of such assessment.

(4) For the purposes of making an assessment un-
der this Act, the Assessing Officer may serve, on any
person who has made a return under section 14 or sec-
tion 15 or in whose case the time allowed under sub-
section (1) of section 14 for funishing the return has
expired, a notice requiring him, on a date to be speci-
fied therein,—

(i) where such person has not made a return
before the end of the relevant assessment year to fur-
nish a return of his net wealth or the net wealth of
any other person in respect of which he is asssssable
under this Act on the valuation date, in the pres-
cribed form and verified in the prescribed manner,
setting forth the particulars of such net wealth and
such other particulars as may be prescribed, or

(i) to produce or cause to be produced such
accounts, records or other documents as the Asse-
ssing Officer may require.
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(5) If any person —

(@) fails to make the return required under
sub-section (1) of section 14 and has not made a
return or a revised return under section 15, or

(b) fails to comply with ail the terms of a
notice issued under sub-section (2) or sub-section (4),

the Assessing Officer, after taking into account, all rele-
vant material which he has gathered, shall, after giving
such parson an opportunity of being heard, estimate the
net wealth to the best of his judgement and determine
the sum payable by the person on the basis of such
assessient:

Provided that such opportunity shall be given by the
Assessing Officer by serving a notice calling upon the
person to show cause, on a date and time to be speci-
fied in the notice, why the assessment should not be
completed to the best of his judgement:

Provided further that it shall not be necessary to
give such opportunity in a case where a notice under
sub-section (4) has been issued prior to the making of
the assessment under this sub-section.”

139. In section 17 of the Wealth-tax Act,—

(@) for sub-section (1), the following sub-section
shall be substituted, namely :-

“(t) If the Assessing Officer, for reasons to be
recorded by him in writing, is of the opinion that
the net wealth chargeable to tax in respect of which
any person is assessable under this Act has escaped
assessment for any assessment year (whether by rea
son of under-assessment or assessment at too low
a rate or otherwise), he may, subject to the other
Provisions of this section and section 17A, serve on
such person a notice requiring him to furnish within
such period, not being less than thirty days, as may
be specified in the notice, a return in the prescribed
form and verified in the prescribed manner setting
forth the net wealth in respect of which such per-
son is assessable as on the valuation date mentioned
in the notice, along with such other particulars as
may be required by the notice, and may proceed
to assess or re-assess such net wealth and also any
other net wealth chargeable to tax in respect of

Amendment
of section 17.
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which such person is assessable, which has escaped
assessment and which comes to his notice subsequently
in the course of the proceedings under this scction
for the assessment year concerned (hereafter in this
section referred to as the relevant assessment year),
and the provisions of this Act shall, so far as may
be, apfply as if the return were a return required
to be furnished under section 14:

Provided that where an assessment under sub-
section (3) of section 16 or this section has been
made for the relevant assessment year, no action
shall be taken under this section after the expiry of
four years from the end of the relevant assessment
year, unless any net wealth chargeable to tax has
escaped assessment for such assessment year by rea-
son of the failure on the part of the assessee to
make a return under section 14 or section 15 or in
response to a notice issued under sub-section (4)
_of section 16 or this section or to disclose fully and
-i%tryly all material facts necessary for his assessment for
9dthd® assessment year,
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which has escaped asssssment amounts to or is like-
ly te amount to rupees ten ‘akhs or more for that
year;

(b) in any other case,—

(i) il four years have elapsed from the end of
the relevant assessment year, unless the case falls
under sub-clause (ii) or sub-clause (iii);

(i) if four years, but not more than seven
years, have elapsed from the end of the relevant
assessment year, unless the net wealth chargeable to
tax which has escaped assessment amounts to or is
likely to amount to rupees two lakhs and fifty
thousand or more for that year;

(iii) if seven years, but not more than ten
years, have elapsed from the end of the relevant
assessment year, unless the net wealth chargeable to
tax which has escaped assessment amounts to or is
iikely to amount to rupees five lakhs or more for
that year.

Explanation.—For the purposes of sub-section (1)
and sub-section (1A), the following shall also be deemed
to be cases where net wealth chargeable to tax has
escaped assessment, namely :—

(@) where no return of net wealth has been
furnished by the assessee although his net wealth or
the net wealth of any other person in respect of
which he is assessable urder this Act on the valua-
tion date exceeded the maximum amount which is
not chargeable to wealth-tax;

(b) where a rcturn of net wealth has been fur-
nished by the assessee but no assessment has
been made and it is noticed by the Asssesing Officer
that the assessee has understated the net wealth or has

Ex—47(D)/88

claimed excessive exemption or deduction in the return.

(1B) (@) In a cass where an assessment under
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section has been made for the rclevant assessment year,
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shal! be igsued unless the Chief Commissioner or commissio-
ner is satisficd on the reasons recorded by the Assessing Offi-
cer aforesaid, that it is a fit case for the issue of such notice.

(b) In a case other than a case falling under clause
(a), no notice shall be issued under sub-section (1) by
an Assessing Officer, who is below the rank of Deputy
Commissioner, after the expiry of four years from the
end of the relevant assessment year, unless the Deputy
Commlsswnpr is satisfied, on the reasons recorded by
such Assessing Officer, that it is a fit case for the issue
of such notice.”:

(b) in sub-section (2), in the opening paragraph.
the words “or by a court in any proceedings under any
other low” shall be added at the end.

140. In section ]7A of the Wealth-tax Act,—

(@) for sub-sections (1) and (2), the following sub-
sections shall be substituted, namely;—

“(1) No order of assessment shall be made
under section 16 at any time after the expiry of
two years from the end of the assessment year in
which th: net wealth was first assessable:

Provided that where the net wealth was first
assessable in the assessment year commencing on the
Ist day of April, 1985, or the Ist day of April, 1986,
such assessment may be made on or before the
31st day of March, 1990.

(2) No order of assessment or reassessment shall
be made under section 17 after the expiry of two years
from the end of the financial year in which the notice
under sub-section (1) of that section was served:

Provided that,—

(i) where the notice under clause (a) of sub-
section (1) of section 17 was served during the finan-
cial year commencing on the Ist day of April, 1985,
or the Ist day of April, 1986, such assessment or
reassessment may be completed on or before the
31st day of March, 1990;

(i) where the notice under clause (b) of sub-
section (1) of section 17 relates to the assessment
for the assessment ycar commencing on the Ist da
of April, 1985, or the Ist day of April, 1986, suc
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assessment or reassessment may be completed on or
before the 31st day of March, 1990, or the expiry
of two yeais from the end «<f the financial year in
which such notice was served, whichever is later.

Explanation.— References to section 17 in the provi-
so shall be construed as references to that section
as it stood before amendment by the Direct Tax
Laws (Amendment) Act, 1987.”;

(b) in sub-section (3),—

(Y for the words “four years”, the words “two
years” shall be substituted:

(i) the following proviso shall be inserted at.the
end, namely: —

“Provided .that where the order setting aside or
cancelling an assessment was passed during the fi-
nancial year commencing on the lst day of Aprt,
1985, or the Ist day of April, 1986, the order of
fresh assessment may be made on or before the 31st
day of March, 1990.”

141, After section 17A of the Wealth-tax Act, the Insertjon of
following. section shall be inserted, namely:— lllglw section
B.

‘17B. i1) Where the return of net wealth for Interest for
any assessment year under sub-section (1) of section defauits in
14 or section 15, or in response to a notice "under furnishing
clause (i} of sub-section (4) of section 16, is furni- return of
shed after the due date, oris not furnished, the ass- net wealth.
essee shall be liable to pay simple interest at the
rate of two per cent. for every month or part of
a month comprised in the period commencing on
the date immediately followine the due date, and,—

(@) where the return is furnished after the due
date, ending on the date of furnishing of the return, or

where no return has been furnished, ending
on the date of completion of the assessment under
sub-section (5) of section 16, '

on the_amount of tax payable on the net wealth as
determined on regular assessment.

Explanation 1.—In this section, “due date me-
ans the date specified in sub-section (1) of section
14 as applicable in the case of the assessee,

_ Explanation 2.—In this sub-section and sub-sec-

tion eé%), “tax payable on the net wealth as deter-

mined on regular assessment” shall not include the
additional wealth-tax, if any, payable under section 18D.
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Explanation 3.—Where, in relation to an assess-
ment year, an assessment is made for the first time
under section 17, the assessment so made shall be
regarded as a regular assessment for the purposes

- of this section.

(2) Tbe interest pa;gabl'e under sub-section (1)
shall be reduced by the interest, if any, paid under

section 15B towards the interest chargeable under
this section.

(3) Where the return of net wealth for any asse-
ssment year, required by a notice under sub-section
(1) of section 17 issued after the completion of an
assessment under sub-section(3) or sub-seztion (5) of
section 16 or section 17, is furnished after the expi-
1y of the time allowed under such notice, or is not
furnished, the assessee shall be liable to pay simple
interest at the rate of two per cent. for every month
or part of a month comprised in the period .com-
mencing on the day immediately following the ex-
piry of the time allowed as aforesaid, and,—

(a) where the return is furnished after the expi-
ry of the time aforesaid, ending on the date of fur-
nishing the return; or. '

(b) where no return has been furnished, ending
on the date of completion of the reassessment un-
der section 17,

on the amount by which the tax on the net wealth de-
termined on the tas’s of such reassessment exceeds
the tux on the net wealtl. as detesmired on the ka-
sis of the earlier assessment aforesaid.

Explanation.—In this sub-csection “fax on the
net wealth deteimined on the bssis of the reassess-
ment 1nder section 17 shall not incdlue the addi-
tional weelth-tax, if any, rayable tnder section 18D.

(4) Where, as a result of an order under sec-
tion 23 or section 24 or section 25 or section 27 or
section 29 or secticn 35 or any oder of the Wealth-
tax Settlement Commission under sub-section (4) of
section 22D, the amount of tax on which interest
was payable under this section has been increased
or reduced, as the case may be, the interest shall
be increased or reduced accordingly, and,—
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(2' No order shall be made under sub-section (1)
unless the person concerned has been heard or has been
given a reasonable opportunity of being heard.
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{3) No order imposing a penalty under sub-section
(1) shall be passed after the expiry of the financial year
in which the proceedings, in the course of which action
for the imposition of penalty has been initiated, are com-
pleted, or six months from the end of the month in which
action for imposition of penalty is initiated, whichever
period expires later.

Explanation.—In computing the period of limitation
for the porposes of this section,—
(i) any period during which the immunity
granted under section 22H remained in force;
(ii) the time taken in giving an opportunity to
the assessee to be re-heard under the proviso to section
39; and .
(iii* any period during which a proceeding under
this section for the levy of penalty is stayed by an
order or injunction of any court,
shall be excluded.
18A. (1) If any person,— Penalty for
_ failure to
(a) being legally bound to state the truth of any answer
matter touching the subject of his assessment, refuses questions,
to answer any question put to him by a wealth-tax sign state-
authority in the exercise of his powers under this Act; or ments
- furnish
(b) refuses to siyn any statement made by him in informa-
the course of any proceedings urder this Act, which a tion allow

wealth-tax authority may legally require him to sign; or to inspec-
tions, etc,

(¢) to whom a summons is issued under sub-
section (1) of section 37 either to attend to give evi-
dence or produce books of accourt or other docu-
ments at a certain p'ace and fime. omuts to attend
or produce the books of account or documents at
the piece and time.
he shall pay, by way of peaalty a sum which shall
not be less than five hundred rupecs but which
may extend lo ten thousand rupees [or each such
default or failure:

Provided that no penalty shall be imposable under
clause (¢) if the person proves t'at thee was reasonable
cause for the said falure,

(2) If a person fails to furnish in cye time any state-
ment or i formation which s ch »e son is bound to
furnish to the Assessine Officer under ssction 35 he

snall pay, by way of penalty, @ sum whicn shall not be
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less than onc hundred rupees but which may extend 10
two hundred rupees for every day during which the
failure contirues:

Provided that no penalty shall be imposable under
this sub-section if the person proves that there was rea-
sonable cause for the said failure,

(3) Any penalty imposable under sub-section (1) or
sub-section (Z) shall be imposed—

(a) in a case where the contravention, failure or
default in respect of which such penalty is impossible
occurs in the course cf any proceeding, before a wealth-
tax authority not lower in rank than a Deputy Director
or a Deputy Commissioner, by such wealth-tax authouity;

(b) in any other case. by the Deputy Director or
the Deputy Commissioner.

(4) No order under this section shall be passed by
any wealth-tax authority referred to in sub-section (3)
unless the person on whom the penalty is proposed to
be imposed has been heard or has been given a reasona-
ble opportunity of being heard in the matter, by such
authority.

Explanation.— [n this section, “wealth-tax authority”
includes a Director Ceneral, Director, Deputy Direcior,
Assistant Director and a Valuation Officer while exer-
cising the powers vested in a court under the Code of
Civil Procedure, 1908, when trying a suit in respect of 5 of 1908.
the matters specified in sub-section (1) of section 37.”.

Insertion 143, 1In the Wealth-iax Act, after section 18C, the
of new  following Chapter shall be inserted, namely:—

Chapter

1VB.

“CHAPTER IVB

Charge of Additional Wealth-tax In Certain Cases

Additioral I€D. 1) Where, in the case of any petson, the

wealih- net weilth detern ined in the regular assessment for any

tax. asscsse T osear (hereafier m this section referned to s
as cssed re. wenlth) ex eeds the net wealih dedlu.ed
th: se o of nei wealth furmscd by such  persen fos

thit =ss2a yeay (here Fer in this secthon refericd ©
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wise, wive or reduce the amount of additional wealth-tax
payable under sub-section (1) by any person, if he in
satisfied that the whole or, as the case may be, any part
of the excess amount reférred to in that sub-section s
attributable to any amount added or, disallowed in com-
puting the assessed net wealth, as a result of the rejec-
tion of any explanation (by way of interpretation of any
provision of this Act or otherwise) offered by such per-
son, if such explanation is bona fide and all the facts
relating to the same and material to the computation of
the assessed net wealth have been disclosed by him :

Provided that — )

(i) where an appeal before the Deputy Commi-
ssioner (Appeals) or Commissioner (A ppeals) or the
Appellate Tribunal has also been filed by the assessee
against the order of assessment, the petition for
waiver or reduction of the amount of additional
wealth-tax can be filed by the assessee only after the
decision on such appeal; :

(i) the petition for waiver or reduction of the
amount of additional wealth-tax shall be accompa-
nied by a fee of one hundred rupees.

(5) Where in the course of a search under section
37A, the assessee js found to be the owner of any mo-
ney, bullion, jewellery or other valuable article or thing
g;creinafter referred to as assets) and the assessee claims

at such assets represent form part of his ret wealth—

(a) on any valuation date falling before the date
of the search, but the return in respeet of the net
wealth on such date has not bzen furnished before
the dae of th: search or where such return bhas
been furnished the said date, such assets have not
been declared in such return; or

(b) on any valuation date falling on or after the
date of the search,

then, notwithstanding that such assets are declared by
him in any return of net wealth furnished on or afier
the date of the search, the value of such assets shall not
for the purposes of liability to the additional wealth-tax
under sub-section (1), be treated as forming partof the
-returned net wealth, unless—-

(i) such assets are recorded—

(A) in a case falling under clause (a), before the
date of the search; and
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(B) in a case falling under clause (b), on or be-
fore the date of the search, .

in the books of account, if any, maintained by him
or such assets are otherwise disclosed to the Chief
Commissioner or Commissioner before the said
date; or

(i} the assessee, in the course of the search,
makes a statement under sub-section (4) of section
37A that any money, bullion, jewellery or other
valuable article or thing found in his possession or
under his control forms part of his net wealth which
has not been disclosed so far in his return of net
wealth to be furnished before the expiry of the time
srecified in sub-section (1) of section 14, and also
specifies in the statement the manner in which such
net wealth has been acquired and pays the tax toge-
ther with interest, if any, in respect of such net
wealth.

(6) The additional wealth-tax payable under this
section shall not be included in the amount of tax
payable on the net wealth as determined on regular
assessment, for the purposes of section 17B.”,

144. In section 21A of the Wealth-tax Act,—
(@) in clause (i), for the wdrds, brakets and fi-

gures “‘any person referred to in sub-section (3) of
section 13 of the Income-tax Act”, the words “any

interested person,” shal be substituted;

(b) in clavse (ii), for the words, brackets and
figures “any person referred to in sub-section (3) of
section 13 of the said Act, or”, the words “any
interested person,” shall be substituted;

(¢) clause (iii) shall be omitted;

(d) in the first proviso, for the words, brackets
and figures “any person reffered to in sub-section (3)
of section 13 of the Income-tax Act”, the words “any
interested person” shall be substituted;

(e) in the second proviso,—

(1) for the words, brackets and figures “any per-
son referred to in sub-section (3) of section 13 of
the Income-tax Act has a substantial interest as pro-
vided in Explanation 3 to that section’, the words,
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figures, brackets and letter “any interested person
has a substantial interest as provided in Explanation
3 below sub-section (4) of section 80F ‘of the In-
come-tax Act” shall be substituted;

(i) for the words, brackets and figure “any per-
son referred to in the aforesaid sub-section (3)”, the
words “any interested person” shall be substituted;

(f) -in the third proviso,—

4) for clause (a), the following clause shall be
substituted, namely :— _ .

‘(a) in the case of any trust or institution of na-
tional importance notified under clause (d) of sub-
section (1) of section 80F of the Income-tax Act,——

{iy the provisions of clause (i) and clause (ii)
shall not apply; and

(i) the other provisions of this section shall apply
with the modification that for the words “at the maxi-
mum marginal rate”, the words and figures “‘at the rates
specified in Part I of Schedule I in the case of an indi-
vidual” shall be substituted;’;

_ (i) in clause (b), for the words, brackets and figures
“clauses (i) to (iti)’, the words, brackets and figures
“clauses (i) and (ii)” shall be substituted;

(g) in the Explanation, for clauses (a) and (aa), the
following clauses shall be subsituted, namely:—

‘(@) the expression “interested person” shall have tHe
meaning assigned to it in clause (a) of Explanation | bé-
low sub-section (4) of section 80F of the Income-tax Act;

(ab) any part of the property or income of a trust
shall be deemed to have been used or applied for the
benefit of any interested person in every case in which
it can be so deemed to have been used or applied within

Ex—40(D)/88

the meaning of clause (c) of sub-section (3) of section -

80F of the Income-tax Act at any time during the period
of twelve months ending with the relevant valuation date .

145. In section 21AA of the Wealth-tax Act, in sub-
section : (1), for the portion beg ining with
the words “purposes of this Act” and ending with the
words “beneficial to the revenue”, the words “‘purposes

of this Act, and at the maximum Mariginal rate shall be
substituted. -

146 In section 23 of the Wealth-tax Act,—

(@) in sub-section (1),—

Amend-
ment of
section
21AA.

Amend-
‘nient of
section 23
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() for clause (d), the followmg ¢lause shall be sub-
stituted, namely:—

“(d) objecting to any penalty imposed by the Assess-
ing Officer under section 18 as it stood immediately
befere the Ist day of April, 1989, or under section: 18
as amended by the Dlrect Tax Laws (Amendment)

Act. 19877;
(i) * clause (i) shall be omitted;

(" in sub-section (1A), for clauses (b), (c) and (d), the
following clauses shull be substituted, namely. — -

“(b) objecting to any penalty impos:d under clause
(¢) of sub-séction (1) of section [§ as it stood immediate-
ly before the Ist day of April, 1989 in respect of any
assessment year commencing on the st day of April.
1988 or any earlier assessment year where such penalty
has deen imposed with the previous approval of the De-
puty Commissioner under sub-section (3) of that s:ction;
or

(c) objecting to any assessment or order referred to
in clauses %1) to (h) (both inclusive) of sub-section (1),
where suc assessment of order has been made by the .
Deputy Commissioner in exercise of the powers or func--

tions conferred on or assigned to him under section 8 Sor

section 11 ; o

d) objectmg to any penalty imposed by. the Depu-
ty Director or the -Deputy Comm1531oner under sectlon
18A.7,

(C} for sub-sectrons (1B) and (1C), the followmg sub-
section shall be:substituted, namely:-— :

© " 41B) Notwithstanding anything contamed in sub-

section (1), the Board or the Director General er Chief
Commissioner or Commissioner .if so authorised by the
Board, may, by order in writing, transfer any appeal
which is pending before a Deputy Commissioner (Ap:.
peals) and any matter arising out .of or connected with
such appeal and which is so pending, to the Commissioner
(Appeals) if the Board or, as. the case may be, the Di-

rector General, Chief Commissioner or Commissioner (at..

the request of the appellant or otherwise) is satisfied that
it is necessary or expedient so to do having regard to

.the nature of the case, the complexities involved and

other relevant considerations and the Commissioner (Ap-_

- peals) may proceed with such appeal or matter from the
stage -at - which it was beforé it was so transferred '

Provided that the appellant may demand that before
proceeding further with the appeal or matter, the pre-
vious proceeding or any part thereof be re-opened or

] 't’_-_ that he be reheard;”;
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(d) in sub-section (2A), the proviso shall be omitted.

Insertion of 147. After section 23 of the Wealth-tax Act, the
new section following section shall be inserted, namely.—

23A.

Application “23A. (1) Where before furnishing a return of
by the as- net wealth under sub-section (1) of section 14 or
essee in section 15 .or sub-section (4) of section 16 for any
certain cases. assessment year, any question arises as to whether,—

(a) any weaith is includible or not in compu-
ticg the net wealth (hereafter in this section referred
to as the disputed wealth), or

(b) any exemption or deduction is admissible
or not in computing the net wealth (hereafter in this
section referred to as the disputed deduction),

the assessee shall, after fufnighing such return, make
an application under sub-section (2):

Provided that the assessee,—

(i) shall include in such return the disputed
wealth and shall not claim the disputed deduction;
and '

(i) shall also pay thirty per cent. of the tax
due on the disputed wealth and in respect of the
amount of disputed deduction.

(2) The application under sub-section %l) may be
made within thirty days of furnishing the aforesaid re-
turn, to the Deputy Commissioner (Appeals) or, as the
case may be, to the Commissioner (Appeals).

(3) For the purpose of disposing of an application
under sub-section (1) the Deputy Commissioner {Appeals)
or, as the case may be, the Commissioner (Appeals).
may— : _

(a) conduct such inquiry or call for such
books of account, other documents or information
which he deems necessary; or

(b) direct the Assessing Officer to conduct such
inquiry and furnished the report thereon,
~IIE A Eia e . : ’
-dadythesifter decide theomiestion, raised in the appli-
cation and pass such orders thereon 2s he thinks fit.
noissriflyx Thgdpwanigprgirelatingbm fllénga appeald)under
—: ylamen ,bstoliteduz =d llida
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this ‘Act shall, so far as may be, apply to the -making
of an application under this section as if such applica-
tion were an appeal.”

148. 1In section 31 of the wealth-tax Act,— Amend-
mend of
(a) in sub-section (1) and the proviso to that section 3l.
sub-section, for the words “thirty-five days™ in the three
places where they occur, the words “thirty days” shall
be substituted;

(b) in sub-section (2),—

(iy for the words, brackets and figure fif-
teen per cent. per annum from the day commencing
after the end of the period mentioned in sub-section
(1), the words, brackets and figure “one and one-
half per cent. for every month or part of a month
comprised in the period commencing from the day
immediately following the end of the period men-
tioned in sub-section (1) and ending with the day
on which the amount is paid” shall be substituted;

(ii) in the proviso, after the words and figures
“or section 35 the words, brackets, figures and
letter ‘““or any order of the Wealth-tax Settlement
Commission under sub-section (4) of section 22D’
shall be inserted;

(iii) after the proviso, the following proviso
shall be inserted, namely :— ,

“Provided further that in respect of any period
commencing on or before the 3ist day of March,
1989, and ending after that date, such intercst shall,
in respect of so much of such period as fualls after
that date, be calculated at the rate of one and
one-half per cent. for every month or part of a
month”.

149, In section 32 of the Wealth-tax Act,— Amend-
: ' ment of
(@) for the words “and to Wealth-tax Officer section 32
and Commissioner of Wealth-tax instead of to
Income-tax Officer and Commissioner of Income tax”
the words “and to the corresponding wealth-tax au-
thorities specified therein” shall be substituted;

- (h) for Explanation II, the following Explanation
shall be substituted, namely :—
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“Explanation 1I. — The Chief Commissioner or
Commuissioner and the Tax Recovery Officer referred

» to in the Income-tax Act shall be deemed to be the

: corresponding .wealth-tax authorities for the purpose
of recovery of wealth-tax and sums imposed by way
of penalty, fine and interest under this Act.”.

Amend- 150, In section 34A of the Wealth-tax Act,—

ment of _ :
seclion (i) to sub-section’ (1), the following proviso shall
34A. be added, namely : —

“Provided that where, by the order aforesaid,—

(1) an assessment is set aside or cancelled and an
order of fresh assessment is directed to be made, the
refund, if any, shall become due only on the making of
such fresh assessment;

(») the assessment is- annulled,._the refund shall be-
come due only of the amount, if any, of the tax paid
in excess of the tax chargeable on the total income re-

turned by the assessee.”;

(i) after sub-section (4), the following sub-sections
shall be inserted, namely,—

“(4A) The provisions of sub-sections (3), (3A) and

(4) shall not apply in respect of any assessment for the

assessment year commencing on the 1st day of April,
1989, or any subsequent assessment year.

(4B) (a) Where, in pursuance of any order passed
under this Act, the refund of any amount becomes due
to the assessee he shall, subject to the provisions of
this sub-section, be entitled to receive, in addition to the
said amount, simple interest thereon calculated at the
rate of one and a half per cent. for every month or
part of a month comprised in the period or periods from
the date or, as the case may be, dates of payment of the
tax or penalty to the date on which the refund is granted.

Explanation. — For the purposes of this clause,
‘date of payment of the tax or penalty” means the date
on and from which the amount of tax or penalty speci-
fied in the notice of demand issued under section 30 is
paid in excess of such demand.

(b) If the proceedings resulting in the refund are
delayed for reasons attributable to the assesee, whether
wholly or in part, period of the delay so attributable to
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him shall be excluded from the period for which interest
is payable and where any question arises as to the pe-
riod to be excluded, it shall be decided by the Chief
Commissioner or Commissioner whose decision thereon
shall be final,

(¢} Where, as a result of an orcler under section
17 or section 23 or section 24 or section 25 or section
27 or section 29 or section 35 or any order of the
Wealth-tax Settlement Commission under sub-section
(4) of section 22D, the amount on which interest
was payable under clause (a) has been increased or
reduced, as the case may be, the interest shall be
increased or reduced accordingly, and in a case
where the interest is reduced, the Assessing Officer
shall serve on the assessee a noticz of demand in
the prescribed form specifying the amount of the
excess interest paid and requiring him to pay such
amount; and such notice of demand shall be deemed
to be a notice under section 30 and the provisions
of this Act shall apply accordingly.

(d) The provisions of this sub-section shall
apply in respect of assessments for the assessment
year commencing on the 1st day of April, 1989 and
subsequent assessment years.”.

151- In section 35 of the Wealth-tax Act, in sub— Amend-

section (1), clause (aa) shall be renumbered as clause
(aaa) and before clause (2aa) as so renumbered, the fol-

lowing clause shall be inserted, namely:—

“(aa) a wealth-tax authority may amend any
intimation sent by it under sub-section (1) of section
16 or enhance or reduce the amout of refund gran-
ted by it under that sub-section.”.

152. In section 35K of the Wealth-tax Act,—

(@) in sub-section (1), for the words “an asse-
ssment year”,  the words, figures and letters “‘the
assessment year commencing on the Ist day of April
1988, or any earlier assessment year” shall be subs-
tituted ;

(b)” in sub-section (2), for the words, figures

- and letters ‘‘any of the Wealth—tax authorities speci-
fied in sections 8, 9, 9A, 10, 10A and 117, the
words and brackets “any Wealth-tax authority (not

beti;ng an Inspector of Income-tax)” shall be substi-
tuted. ) '

ment of
section 35

Amend-
ment of
section 35K
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1537 In section 37 of the Wealth-tax Act,—

_ _ Amend-
(@) after sub-section (1), the following sub- ment of
section shall be inserted, namely:— section 37,

“(1A) If the Director General or Director or
the authorised officer referred to in sub-section (1)
~ of section 37A, before he takes action under clauses
(i} to (vi) of that sub-section, has reason to suspect
that any net wealth has been concealed, or is likely
to be concealed, by any person or class of persons
within his jurisdiction, then, for th: purposes of
making apy inquiry or investigation relating thereto
it shall be conpetent for him to exercise the powers
conferred under sub-section (1) on the wealth-tax
authoritizs referred to in that section, notwithstand-
ing that no proceedings with respect to such person
or class of persons are pending before him or any
other wealth-tax authority.”;

(b) sub-sectioa (2) shall be omitted;

(¢) in sub-section (3,— .

(i) after the words, brackets and figure “in
sub-section (1), the words, brackets, figures and letter
“or sub-section (1A)” shall be inserted;

(i) in the proviso, after the words “Valuation
Officer”, the words “‘or an Assistant Director” shall

be inserted. :
Amend- 154, 1In section 37A of the Wealth—tax Act,—
ment of :
section (1) in sub-section (1),—
37A.

(@) in clause (c), for the words <any articles
or things including money”, the words “any money
bullion, jewellery or other valuable article or thing”
shall be substituted;

| (b) in clauses (A) and (B), for the words “or
Wealth-tax Officer” the words “Assistant Commi-
ssioner or Income-tax Officer” shall be substituted;

_ (¢) in clavses (i) and (i), for the words “arti-
cles or things including money”, the words ‘“money,
bullion, jewellery or other valuable article or thing”
shall be substituted; '

(d) for clause (iv), the following clause shall
~ be substituted, namely:—
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“(iv) seize any such books of account, other docu-
ments, money, bullion, jewellery or other valuable arti-
cle or thing found as a result of such search;”;

(e} in clause (vi), for the words “any articles
or things including money”, the words “any money,
bullion, jewellery or other valuable article or thing”
shall be substituted; :

(f) in the proviso, for the word and figures
“section 10", the word and figure “section 8! shall
- be substituted;

(g) after the proviso, the following proviso
shall be inserted, namely:—- :

“Provided further that where it is not possible or
practicable to take physical possession of any valuable
article or thing and remove it to a safe place due to its
volume weight or other physical characteristic or due to
its being of a dangerous nature, the authorised officer
may serve an order on the owner or the person who is in
mmmediate possession or coatrol thereof that he shall not
remove, part with or otherwise deal with it except with
the previous permission of such outhorised officer and
such action of the authorised officer shall be deemed to
be seizure of such valuable article or thing under clause
(1v) of this sub-section.”;

(2} 1in sub-section (2),—-

(a) for the words ‘“‘articles or things including
money”, the words “‘money, bullion, jewellery or
other valuable article or thing” shall be substituted;

(b) for the word and figures “‘sect.on 107, the
word and figure “section 8 shall be substituted;

(3) after sub-section (3) the -following sub-section
shall be inserted, namely :— '

“(3A) The authorised officer may, where it
is not practicable to seize any books of account,
other documents, money, bullion, jewellery or other
valuable article or thing, for reasons other than
those mentioned in the second proviso to sub-sec-
tion (1), serve an order order on the owner or the
person who is in immediate possession or control
thereof that he shall not remove, part with or
otherwise deal with it except with the previous per-
mission of such officer and such officer may take
such steps as may be necessary for ensuring comp-
liance with this sub-section.
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Explanation.—For the removal of doubts, it is
hereby declared that serving of an order as afore-
said under this sub-section shall not be deemed to
be seizure of such books of account, other docu-
ments, money, bullion, jewellery or other valuable
article or thing under clause (iv) of sub-section (1).”;

(4) in sub-section (4), the following Explanation
shall be inserted at the end, namely :— :

“Explanation, —For the removal of doubts, it is
hereby declared that the examination of any person
under this sub-section may be not merely in respect
of any books of account, other documents or assets
found as a result of the search, but also in respect
of matters relevant for the purposes of any investiga-
tion connected with any proceedings under this Act.”;

(5) after ‘sub-section (5), the following sub-sections
shall be inserted, namely :— _

(5A) Where any money, bullion, jewellery or
other valuable article or thing (hereafter in this sec-
tion and in this section 37B and 37C reffered to as the
assets) is seized under sub-section (1) or sub-section
(2), the Assessing Officer, after affording a reasonable
opportunity to the person concerned of being heard
and making such inquiry as may be prescribed, shall
within one hundred and twenty days of the seizure,
make an order, with the previous approval of the
Deputy Commissioner,— :

(1) estimating the undisclosed net wealth in a
summary manner to the best of his judgment on the
basis of such materials as are available with him;

(ii) calculating the amount of tax on the net
wealth sO estimated in accordance with the provisions
of this Act;

(1ii) determining the amount of interest payable
and the amount of any penalty imposable in accor-
dance with the provisions of this Act, as if the order
had been the order of regular assessment;

(v) specifying the amount that will be required
to satisfy any existing liability under this Act in res-
pect of which such person is in default or is deemed
to be in default, and retain in his custody such assets
or part thereof as are in his opinion sufficient to
satisfy the aggregate of the amounts referred to in
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clauses (i), (iii) and (iv) and forthwith release the
remaining portion. if any, of the assets to the person
from -whose custody they were seized :

- Provided that where a person has paid or made sa-
tisfactory arrangements for payment of all the amounts
referred to in clauses (ii), (iil) and ('v) or any part thereof,
the Assessing Officer, may with the previous approval
of the Chief Commissioner or Commissioner release the
assets or such~ part thereof as he may deem fit in the
circumstances of the case. '

--(3B) The assets retained under 'sub-sectiog', (5A)
may be dealt with in accordance with the provisions of
section 37C. - '

“(5C) If the Assessing Officer is satisfied that the
seized assets or any part thereof were held by such per-
son for or on behalf of any other person, the Assesing
Officer may proceed under sub-section (5A) against such
other person and all the provisions of this section shall
apply ‘accordingly.”: o

- (6) after sub-section (6), the following sub-section
shall be inserted, namely :— '

“(6A) An order under sub-section (3A) shafl not
be in force for a period exceeding sixty days from the
date of the order, except where the authorise officer, for

- reasons to be recorded in writing by him, extends the pe-
riod of operation of the order beyond sixty days, after
obtaining the approval of the Chief Commissioner or
Commissioner for such extension :

Provided that the Chiel Commissioner or Commi-
ssioner shall not approve the extension of the period of
any period bevond the expiry of thirty days ‘af?'r the
completion of the proceedings under this Act in respect
of the year for which the books of account, other do-
cuments, money, bullion, jewellery or other valuable ar-
ticles or things are relevant.”; '

(7)  after sub-section (9), the following sub-section .
shall be inserted, hamely ;:—

“(9A) If any person objects for any reason (o
an order made under sub-section (5A), he may, within
thirty days from the date of such order, make an

.. application to the Chief Commissioner or = Commi-
ssioner stating therein the reasons for such objection
and requesting for appropriate relief in the matter.”;
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(8) for sub-section (10), the following sub-section
shall be substituted, namely :—

“(10) * On receipt of the application under sub-
section  (9), the Board or on receipt of the appli-
cation under sub-section {9A), the Chief Commissioner or
Commissioner, miay, after giving the applicant an oppor-
'tt‘l.lnity.of being heard, pass sucl% orders as it or he thinks
1t B

(9) after sub-section (12), the following Explanations
shall be inserted, namely :—

‘Explanation 1.— In computing the period refer-
ted to in sub-section (5A) for the purposes of that
sub-section, any period during which any proceeding
under this section is stayed by an order or injunc-
tion of any court shall be excluded.

Explanation 2.—In this section, the word “procee-
ding” means any proceeding in respect of any year under
this Act which may be pending on the date on which a
search is authorised under this section or which may
have been completed on or before such date and includes
also proceedings under this Act which may be commenced
after such date in respect of any year.”.

155. In section 37B of the Wealth-tax Act,— Amend-

' ment of

(2) in sub-section (1},— : section
' . 37B.

(i) in clause (c), for the words “any articles
or things including money’’, the words “any assets”
shall be substituted; '

(i) for the words “or Wealth-tax Officer”,
the words, “Assistant Commissioner or Income-tax
Officer” shall be substituted ; :

(i) for clauses (i) and (ii), the words “to
deliver such books of account, other documents’
or asset to the requisitioning officer” shall be
substituted ;

in sub-section (2), for clauses (i) and (ii),
the foliowing shall be substituted, namely:—

“the officer or authority referred to in clause (a)
or clause (b) or clause (c), as the case may be, of
that sub-section shall deliver the books of account,
other documents, or asscts to the requisitioning
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officer either forthwith or when such officer or autho-

rity is of the opinion that it is no longer necessary to-

retain the same in his or its custody.”;

(c) for sub-section (3), the following sub-section
shall be sub-stituted, namely:— _

*(3) Where any books of account, other docu-
ments, or assets have been delivered to the requisi-
tioning officer, the provisions of sub-sections (5) to
(12) (both inclusive) of section 37A and section 37C
shall, so far as may be, apply as if such books of
account, other documents, or assets had been seized
under sub-section (1) of section 37A by the requisi-
tioning officer from the custody of the person referred
to in clause ri:l) or clause (h) or clause (¢) of sub-sec-
tion (1) of this section and as if for the words “the
authorised officer” occurring in sub-sections (5) to
(12) aforesaid, the words “the requisitioning officer”
were substituted.’.

156. After section 37B of the Wealth-tax Act, the

following section shall be inserted, namely:—

“37C. (1) The assets retained under sub-section
(5A) of section 37A may be dealt with in the fol-
lowing manner, namely.—

- (i) the amount of the existing liability referred
to in clause (iv) of the said -sub-section and the
amount of the liability determined on completion
of the regular assessment or re-assessment for all the
assessment years for which the net wealth referred to
in clause (1) of that sub-section is assessable to tax
(including any penalty levied or interest payable, in
connection with such assessment or re-assessment)
and in respect of which the assesseeis in default or is
deemed to be in default may be recovered out of
such assets; '

-(ii) if the assets consist solely of money, or
partly of money and partly of other assets, the
Assessing Officer may apply such money in the dis-
charged of the liabilities referred to in clause (i) and
the assessee shall be discharged of such liabilities to
the extent of the money so applied;

(iii) the assets other than monecy may also be
applied for the discharge of any such liability refer-
red to in clause (i) as remains undischarged and for

Insertion
of new
section
37C.
Afpplication
of retained
assets.
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this purpose such assets shall be deemed to be under
distraint as if such distraint was effected by the
Assessing Officer under authorisation from the Chief
Commissioner or Commissioner under sub-section
(5) of section 226 of the Income-tax Act as made
applicable to this Act by section 32, and the Asses-
sing Officer may recover the amount of such liabili-
ties by the sale of such assets and such sale shall
be effected in the manner laid down in the Third
Scheduile o the Income-tax Act as made applicable
to this Act by section 32. :

(2) Nothing contained in sub-section (1) shall
preclude the recovery of the amount of liabilities
aforesaid by any other mode laid down in this Act.

(3) Any assets or proceeds thereof which re.
main after the liabilities referred to in clause (i) of
sub-section (1) are discharged shall be forthwith
made over or paid to the persons from whose cus-
tody the assets were seized.

: 54) _ (@ The Central Government shall pay
simple interest at the rate of fifteen per cent per
annum on the amount by which the aggregate of
‘the money retained under section 37A and of the
proceeds, if any, of the assets sold towards the dis-
charge of the existing liability referred to in clause
(iv) of sub-section (SA) of that section exceeds the
aggregate of the amounts required to meet the lia-
bilities referred to in clause (Y) of sub-section (1) of
this section, :

ﬁb) Such interest shall run from the date imme-
diately following the expiry of the period of six
months from the date of the order under sub-section
{5A) of section 37A to the date of the regular as-
sessment or re-assessment referred to in clause (i) of
sub-section (1) or, as the case may be, to the date
of the last of such assessments or re-assessments.”.

Amendment 157, In section 38 of the Wealth-tax Act,—
of section 38. _

(a) for the words “Where, for the purposes of
determining the wealth-tax payable by any person”,
the words *““Where, for the purposes of this Act”
shall be substituted;

(b) for the words “the Wealth-tax Officer”, in
the first place where they occur, the words “any
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~wealth tax authority” and, in the second and third
places where they occur, the words “‘such wealth-tax
authority” shall be substituted;

(c) after the words ““from indiv dual, company”’,
the brackets'and words ‘““(including a banking com-
pany)” shall be inserted.

158. In section 45 of tte wealth-tax Act, after Amendment
clause (i) and the Explanation thereto, the following clau- of sectien
se shall be inserted namely:— ' 45.

“()) a Mutual Fund specified under clause (23D)
of section 10 of the Income-tax Act.”.

19,  After section 4€A of the Wealth-tax Act, the Insertion of
fellowing secticn shall be inserted with effect from the Ist new section
day of April , 19¢8, namely:— 47.

“47. (1) If any difficulty arises in giving effect Power to
to the provisicns of this Act as amended by the remove di-
~ Direct Tax Laws (Amendment) Act, 1987, the fficulties.
Centr:1 Government mray, by order, do anything not
ircopsitent with such provisions for the purpose of
removing the difficulty:

_Provided that no such order shall be made after the
erpiration of three years from the 1st day of April, 1988.

(2) Every order made under sub-section (1) shall
be laid before each House of Parliament,”

160. The following amendments (being anendments Consequen-
of a consequential nature) shall be made in the Wealth- tial amend-
tex Act with effect from the Ist day of April, 1989, ments.
namely :— _
(1) in section 5, in sub-section (1), in clause
(1), for the proviso, the following proviso shall be
substituted, namely:—

“Provided that nothing contained in this clause shall
apply to any property forming part of any business,
not being a business,—

(@) the income whereof qualifies for deduction
under section 80F of the Income-tax Act; or

(b) a business carried on by an institution, fund
or 1rust referred to in clause (22) or clause (22A)
or clause (23B) or clause (23C) of section 10 of that
Act;”;

~
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(2) in section 24 in sub-section (1), after the
word and flgures “section 23", the words, figures
_ and letter “or section 23A” shall be mserted

(3) in sectlon 35, in sub-section (1),—

(a) for clause (b), the following clause shall be
substituted, namely:—

“(b) the Deputy Director or Deputy Commi-
ssioner or Director or Commissioner or Deputy Co-
‘mmissioner {Appeals) or Commissioner (Appeals)
rlnsiig ’.'flmend any order passed by him under section

_ b) “for clauses (d) and (e) the followmg clau-
- ses shall be subst;tutcd ,namely:—

%) the Deputy Commissioner (Appeals) or
Commissioner {Appeals) may amend any order pas-
sed by hini under section 23 or section 23A;-

(d) The Commmissioner may..mern d any order

passed by him under section 25;

“(e) the Appellate Tribunal may ‘amend any or-
der passed by it under section 24.”.

... . CHAPTER IV.
"..A.niendmenié"to the Gift- tax Act, 1958

161 In the Glft—tax Act, 1958 (hereaf'ter in this
Chapter referrcd to as the Gift-tax Act), save as, other
wise expressly prowded in this. Act, and unless the con-
text otherwise requires, references; to any.authority spe-
cified- in_calumn. (1) of the Tab'e below shall be.substi-
tuted with effect from the Ist day oi April 1988 by re-
ferences to the authorlty or authorities specified in the
corresponding entry in column (2 Eh) of the” said Table, and
such consequential changes as the rules of grammiar may
require, shall also be made;

TABLE -

EJO"(D)‘"/SS

18 of 1958.

Director of Inspection .’ D__ij_'gctbr General or Director

Deputy Director of In-  Deputy Director *
spection :
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Assistant Director of Assistant Director
Inspection

Commissioner or Commissioner  Chief Commissioner or

of Commissioner Gift-tax Commissioner

Inspecting Assistant Co-  Deputy Commissioner
missioner or [aspecting
Assistant Commissioner

of Gift-tax

Appellate Assistant Co-  Deputy Commissioner (Appeals)
mmissioner -

Gift-tax Officer Assessing Officer

Inspector of Gift-tax Inspector of Income-tax:

Provided that nothing contained in this section shall

apply to the references to “Commlssnoner” occurring in
section 23 and 24.

Amendment
-of section 2.

162. In section 2 of the Gift—tax Act.—
(a) clause (i) shall be omitted;

(b) after clause (111), the following clause shall
be inserted namety:— -

‘(ilia) “Assessing Officer” means the Assistant
Commissioner or the Income-tax Officer who 1Is
vested with the relevant jurisdiction by virtue of di-
rections or orders issued under sub-section (1) or
sub-section (2) of section 120 or any other provision
of the Income-tax Act which apply for the purposes
of gift-tax under section 7 of this Act, and also the
Deputy Commissoner who is directed under clause
(b) of sub-section (4) of the said section 120 to exer-

- cise or perform all or any of the powers and func-

tions conferred on or assigned to the Assessing Offi-
cer under that Act;’;

(c) clauses (vi), (via), (vua), (xnl), (XV), (xvx),
(xvxa) and (xvi)) shall be omit

() for clause (vii), the following clause shall
be substituted, namely:—

(vu) the expressions “company”, “Indian com-

" pany d “company in which the public are sub-

stantlally interested” shall have the racanings respec-
tively assi ﬁned to them under section 2 of the In-
come-tax Ac \

b}
s :
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@ for clause (xi), the following clause shall be
substituted, namely:— '

- ‘(xi) the cxpre]ss"idns ‘ﬁ_rm’,"_ “partner’ and :fpu'rt-
" nership’ shall have the meanings respectively assigned
to them under section 2 of the Income-tax Act;’;

{f) in clause (xx),— _ _

(i) sub-clause (b) shall be omitted;

(i) in the first proviso, the words, brackets
and letter ‘or sub-clause (by shall be omitted;

. (ili) the second proviso shall be omitted;

(8) after clause (xxiv), the following clavse shall
be inserted, namely:— o

‘(xxv) the expressions ‘Chief Commissioner’,

.. ‘Director General’, “Commissioner? ‘Commissioner

. (Appeals)’,‘Director’, *Deputy Commissioner’, Deputy

Commissioner (Apreals)y’, ‘Assistant Commissioner’,

Income-tax Officer’, ‘Tax Recovery Officer’ and ‘In-

spector of Income-tax’ shall have the meanings res-

~ pectively assigned to them under section 2 of the
Incem-tax eAct.’. '

163. In section 3 of the Gift-tax Act, in sub-section Amend-
(2), for the words “Subject to the other provisions con- ment of
tained in this Act”, the words and brackets “Subject to section
the other provisions (including provisions for the levy of 3.
additional gift-tax) contained in this Act’® shall be

substituted, o
Substitution 164. For sections 7, 8, 9, and 10 of the Gift-tax
of new Act, the following sections shall be substituted with effect
sections for from the st day of April* 1988, namely:—
sections 7, ' ' :
8,9 and 10.
Gift-tax “7. The ir come-tax authorities specified in section

authorities 116 of the income-tax Act shall be the gift-tax authori-
and their  ties for the purposes of this Act and every such autho-
jurisdiction. rity shall exercise the powers and perform the functions
- of a gift-tax authority under this Act in respect of any

person within his jurisdiction, and for this purpose¢ his

jurisdiction under this Act shall be the same as be has

under the Income-tax Act by virtue of orders or direc-

tions issued under section 120 of that Act (including or-

ders or directions assigning concurrent jurisdiction) or

under any other provision of that Act. "
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Explanation.— For the purposes of this section, the

gift-tax .anthority having jurisdicticn in relation to a per-
son who has no income assessable to income-tax under
the Income-tax Act shall be the gift-tax authority having
jurisdiction in respect of the area in which that person

resides,

Control of
gift-tax au-
thonties_.

Instructions
to subordi-
nate autho-
rities.

8. Section 118 of the Income-tax Act and any
notification issued thereunder shall apply in relation
to the control of gift-tax authoiities as they apply
in relation to the contro! of the corresponding in-
come-tax authorities, except to the extent to which
the Board may, by notification in the Official Ga-
zette, otherwise direct in respect of any gift-tax au-
thority. )

9. M The Board may, from time to time, is-

'spe such orders, instructions and directions to other
~ gifi-tax autho-ities as it may deem fit for the pro-

per administration of this Act, and such authorities
and all other persons employed in the execution of
this Act shall observe and follow such orders, instruc-
tions and directions of the Board :

Provided that no such orders, instructions or di-
rections shall be issued—

(@) So as to require any gift-tax authority to
make a particular assessment or to dispose of a par-
ticular case in a paticular manner; or _

(b) so as to interfere with the discretion of the
Deputy Commissioner (Appeals) or Commissioner
(Appeals) in the exercise of his appellate functions.

(2) Without prejudice to the generality of the
forepoing power,—

(a) the Board may, if it considers it necessary
or expedient so to do, for the purpose of proper and
efficient management of the work of assessment and
collection of revenue, issue, from time to time (whe-
ther by way of relaxation of any of the provisions
of sections 15, 16, 17 and 34 or otherwise), general
or special orders in respect of any class of cases,
setting forth directions or instructions (not being
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prejudicial to assessees) as to the guidelines, princi-
ples or pro:edures to b: followed by other gift-tax
authoritiss in the work relating to assessment or col-
lection of revenue or the initiation of proceedings for

_ the imposition of penalties and any such order may,
if the Board is of opinion that it is necessary in the
nublic interest so to do, be published and circu-
lated in the prescribed manner for general informa-
tion;

(b) the board may, if it considers it desirable
or expedient so to do for avoiding genuine hardship
in any case or class of cases, by gencral or special
order, authorise any gift-tax authority, not being a
Deputy Commissioner (Appeals) or Co nmissioner
(Appeals) to admit an application or claim for any
exemption, deduction, refund or any other relief
under this Act after the expiry of the period speci-
fied by or under this Act for making such application
or claim and deal with the same on merits in acZor
dance with law, :

10. (1) The provisions of sections (24 and Jurisdiction
127 of the Income-tax Act shall, so far as may of Assessing
be, apply for the purpnases ot this Act asthey apply Officers
for the purposes of the income-tax Act, subject to and power
the modifications specified in sub-section (2). to transfer

cases.

(2) The modifications referred to in sub-section
(1) shall be the following, namely :—

(a) in section 124 of the Income-tax Act,—

(i) in sub-section (3), references to the provi-
sions of the Income-tax Act shall be construed as
references to the corresponding provisions of the
Gift-tax Aet; '

(ii) sub-section (5) shall be omitted;

(b) in section 127 of Income-tax Act, in the
Explanation below sub-section (5), referencesto pro-
ceedings under the Income-tax Act shall be construed
as including references to proceedings under the
Gift-tax Act.”

165. Sections 7A, 7AA, 7B, 8A, 9A, 11, 11A, 11AA, Omision of
11B and 12 of the Gift-tax Act shall be omitted with sections 7A
effect from the 1st day of April, 1988, 7AA, 7B,

8A, 9A, 11,
11A, 11AA,
11B ard 12.
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166. In section 13 of the Gift-tax Act,—

~ (a) _for sub-sections (1) and (2), the following section 13.
-sub-sections shall be substituted, namely :—

“(1) Every person who during a previous year
has made any taxable gifts, or is assessable in res-
pect of the taxable gifts made by any other person
under this Act, which, in either case, exceeded the
maximum amount nor chargeable to gift-tax, shall,
on or before the 30th day of June of the correspon-
ding assessment year, furnish a return of such gifts
in the prescribed form and verified in the prescribed
manner and setting forth such other particulars as
may be prescribed.

(2) Notwithstanding anything contained in
other provisions of this Act, a return which shows
the amount of taxable gifts below the maximum
amount which is not chargeable to tax shall be
deemed never to have been furnished.

Provided that this sub-section shall not apply to a
return furnished in response to a notice under sec-
tion 16; '

(b} sub-section (3} shall be omitted.

167. For section 14 of the Gift-tax Act, the follow-
section shall be substituted, namely :—

“14. If any person has not furnished a return
within the time allowed under sub-section (1) of
section 13 or by a notice issued under clause (1) of
sub-section (4) of section 15, or having furnished a
return discovers any omission or wrong statement
therein, he may furnish a return or a revised return
as the case may be, at any time before the expiry
of one year  from the end of the relevant assess-
ment year or before the completion of the assessment,
whichever is earlier;

Provided that —

(a) where such return or revised return relates
to the assessment year Ccommencing on the Ist day
of April, 1987, or any earlier assessment year, it
may be furnished at any time uwp to and inclusive
of the 31st day of March, 1990 or before the com-
pletion of the assessment, whichever is earlier;

Amend-
ment of

\(
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(b) where such teturn relates to the assess-
ment year commencing on the Ist day of April,
1988, it may be furnished at any time up to and
inclusive of the 31st day of March, 1991, or before the
completion of the assessment, whichever is earlier.”

168, In section 14A of the Gift-tax Act,—

(i) for clause (a), the following clause shall be
substituted, namely :—

“(a) in the case of an individual ,—
(i) by the individual himself:

_ (ii) . where he is abseat from India, by the in-
dividual himself or by some person duly authorised
by him in his behalf.

((iil) where he is mentally incapacitated _ 'frgrh
attending to his affairs, by his guardian or any other
parson competent to act on his behalf; and

(iv) where, for any other person, it is not po-
ssible for the individual to sign the return, by any
person duly authorised by him in this behalf.

Provided that in a case referred to in sub-clause
(i) or sub-clause (iv), the person signing the return
holds a valid power of attorney from the individual to
do so, which shall be attached to the return;”

{i1) to clause (c), the followiug provisos shall be
added, namely:—

“Provided that where the company is not resident in
India, the return may be signed and verified by a person
who holds a valid power of attorney from such compa-
pany to do so, which shall be attached to the return:

Provided further that,— .

(a) where the company is being wound up,
whether under the orders of the court or otherwise,

Ex—40(D)/8%

or where any person has been appointed as the re- .

ceiver of any assets of the company, the return shall
be signed and verified by the liquidator referred te
in sub-section (1) of section 178 of the Income-tax
Act;
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*

(b) where the management of the company has
been taken over by the Central Government or any
State Government under any law, the return of the
company shall be signed and verified by the princi-
pal officer thereof.”,

169. After section 14A of the Gift-tax Act, the fol-

lowing seciion shall be inserted, namely:—

“14B. (1) Where any tax is payable on the
basis of any return furnished under section 13 or
under section 14 or in response to a notice under
clause (i) of sub-section (4) of section 15 or under
section 16, after taking into account the amount of
tax, if any, already paid under any provision of this
Act, the assessee shall be liable to pay - such tax,
together with interest payable under any provision
of this Act for any delay in furnishing the return,
before furnishing the return and the return shall be
accompanied by proof of payment of such tax and
interest.

Explanation.—Where the amount paid by the

- assessee under this sub-section falls short of the ag-

gregate of the tax and interest as aforesaid, the
amount so paid shall first be adjusted towards the
interest payable as aforesaid and the balance, if any,
shall be adjusted towards the tax payable,

(2) After the regular assessment under section
15 has been made, any amcunt paid under sub-
section (1) shall be deemed to have been paid towards
such regular assessmient,

. (3) If any assessee fails to pay the whole or
any part of such tax or interest or both in accor-
dance with the provisions of sub-section (1), he
shall, without prejudice to any other consequences
which he may incur, be deemed io be an assessee
in default in respect of the tax or interest or both
remaining unpaid and all the provisions of this Act

~ shall apply accordingly.”

170, For section 15 of the Gift-tax Act, the follo-

wing section shali be substituted, namely:—

Insertion
of new sec-

‘tion 14B.

Self-assess-
ment.
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_A-sm;sﬁ;:i ‘15. (1) (a) Where - a return  has been made
' under section 13 or section 14 or in response to a
notice under clause (i) of sub-section (4),—

» (@) if any tax or interest is found due on the
basis of such return after adjustment of any amount
paid by way of tax or interest, an intimation shall
be sent to the assessee specifying the sum so paya-
ble, and such intimation shall be deemed to be a
notice issued under section 31 and all the provisions
of this Act shall apply accordingly; and

(i) if any refund is due opn the basis of such
return, it shall be granted to the assessee:

Provided that in computing the tax or interest paya-
ble by, or refundable to, the assessee the following ad-
justments shall be made in the taxable gifts declared in
return, namety:— '

(i) any arithmetical errors.. in the return, ac-
counts or documents accompanying it shall be recti-
fied;

(i) any exemption or deduction, which, on the
basis of the information available in such return, .

1 accounts or documents, is prima facie admissible but
‘ which is not claimed or made in the return, shall
be allowed;

(i) any exemption or deduction claimed or
made in the return, which, on the basis of the in-
formation available in such return, accounts or do-
cuments, is prima facie inadmissible, shall be disa-
llowed. .

(b) Where, as a result of and order made un-
der section 16 or section 22 or section 23 or section
24 or section 26 or section 28 or section 34 relating
to any earlier assessment year and passed subsequent
to the filing of the 1eturn referred to in clause (a),
there is any variation in the exemption or duduction
clgijn:]lled or made in the return, and as a result of
which,—

(i) if any tax or interest is found due, an in-
timation shall be sent to the assessee specifying the
sum so payable, and such intimation shall be dee-
med to be a notice of demand issued under section
31 and all the provisions of this Act shall apply
accordingly; and : ' '
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) if any refund js due, it shall be.granted
to the assessee:

Provided that an intimation for any tax or interest
due under this clause shall not be sent after the expiry
of four years from the end of the financial year in
which any such order was passed. .

(2} In a case referred to in sub-section (1),
if the Assessing Officer considers it necessary or ex-
pedient to ensure that the assessee has not omitted
to disclose any taxable gift or has not understated
the amount or value of any such gift or has not
under-paid the tax in any manner he shall serve on
the assessee a notice requiring him, on a date to be

" specified therein, either to attend at the office of
the Assessing Officer or to produce, . or cause to be.
produced there, any evidence on which the assessee
may rely in support of the return:

Provided that no notice under this sub-section shall
be served on the assessee after the expiry of the financial
year in which the return is furnished or on the expiry of
six months from the end of the month in which the re-
turn i1s furnished, whichever is later. : R

(3) On the date specified in the notice issued under
sub -section (2) or, as soon afterwards as may be, after
hearing such evidence as the assessee may produce and
such other evidence as the Assessing Officer may require
on specified points, and after taking into account all re-
levaiit materiat which he has gathered, the Assessing Offi
cer shall, by order irr writing, assess the value of taxa-
ble gift made by the assessee and determin: the sum
payable by him on the basis of such assessment.

- (4) For the purposes of making an assessment un-
der this Act, the Assessing Officer may serve, on any
person who has made a return under section 13 or sec-
tion 14 or in whost case the time allowed under sub-
section ¢l)} of section 13 for furnishing the return has
expired, a notice requiring him, on a date to be $peci-
fied therein,— ' -

(i) where such person has not made a return
before the end of the relevant assessment year, to
furnish a return of the taxable gifts made by him or
of the taxable gifts made by any other person in
respect of which he is assessable under this Act du-

- ring the previeus year, in the prescribed form and
verified in the prescribed manner and setting forth
such other particulars as may be prescribed, or

~
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(i) to produce ot cause to be produced such
accounts, records or other documents as the Asse-
ssing Officer may require,

(5) If any person—

(@) fails to make the return required under
sub-section (1) -of section 13 and has not made a
return or a revised return under section 14, or

. ~(b) fails to comply with all the terms of a no-
~ tice issued under sub-section (2) or sub-section (4),

the Assessing Officer, after taking into account all rele-
vant material which he has gathered, shall , after giving
such person an opportunity of being heard, estimate the
value of taxable gifts to the best of his judgement and

determine the sum payable by such person on the basis
of such assessment: '

Provided that such opportunity shall be given by the
Assessing Officer by serving a notice calling upon the
person to show cause, on a date and time to be specified
in the notice, why the the assessment should not be com-
pleted to the best of his judgment:

-

Provided further that it shall not be necessary to
give such opportunity in a case where a notice under sub-
section (4) has been issued prior to the making of the
assessment under this sub-section. '

(6) Notwithstanding anything contained in section 6,
for the purpose of making an assessment under this Act
the Assessing Officer may refer the valuation of such
property to the Valuation Officer,—

(@) in a case where the value of the property
as returned is in accordance with the estimate made
by a registered valuer, if the Assessing Officer is
of opinion that the value so returned is less than its
fair market value;

{(b) in any other case, if the Assessing Officer
is of opinion-—

(i) that the fair market value of the property ex-
.. ceeds the value of the property as returned by more
- than such perceniage of the value of the property
. as returned or by more than such amount as may
- be prescribed in th's behalf; or
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(ii) that having regard to the nature of the pro-
perty and other relevant circumstances, it is neces-
sary so to do,

and where any such reference is made, the provisions of
sub-sections (2), (3), (4),(5) and (6) of section 16A,
clause (ha) and (i) of sub-sections (1) and sub-sections
(3A) and (4) of section 23, sub-section (5) of section 24,
section 34AA, section 35 and section 37 of the Wealth-
tax Act, 1657, shall, with the necessary modifications app-
ly in relation to such reference as they apply in relation

- to a reference made by the Assessing Officer under sub-

Amendment
?g section

section (1) of section 16A of that Act.

Explanation.—In this sub-section, “Valuation Offi-.

cer” has the same meaning as in clause (r) of section 2
of the Wealth-tax Act, 1957.°.

171. In section 16 of the Gift-tax Act,—

(@) for sub-section (1), the following sub-sections
shall be substituted, namely.—

“(1) If the Assessing Officer, for reasons to be
recorded by him in writing, is of the opinion that
the taxable gifts in respect of which any person is
assessable under this Act (Whether made by him
‘or by any other person) have escaped assessment
for any assessment year (whether by reason of un-
der-assessment or assessment at too low a rate or
otherwise), he may, subject to the other provisions
of this section and section I6A, serve on such
person a notice requiring him to furnish within such
period not being less than thirty days, as may be
specified in the notice, a return in the prescribed
form and verified in the prescribed manner, setting
forth the taxable gifts made by him or by such other
- person during the previous year mentioned in the
notice, in respect of which he 1is assessable, along
with such other particulars as may be required by
the notice, and may proceed to assess Or re-assess
such gift and also any other taxable gifts in respect
of which such person is assessable, which have es-
caped assessment and which come to his notice sub-
sequently in the course of the proceedings under this
section for the assessment year concerned (hereafter
in this section referred to as the relevant assessment
year); and the provisions of this Act shall, so far

as may be, apply as if the return were a return

required under section 13:

27 of 1957.
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Provided that where an assessment under sub-section
(3) of section 15 or this section has been made for the
relevant assessment year, no -action shall be taken under
this section after the expiry of four years from the end
of the relevant assessment year, unless any iaxable gift
chargeable to tax has escaped assessment for such assess-
ment year by reason of the failure on the part of the
assessee to make a return under section 13 or section 14
or in response to a notice issued under sub-section (4) of
section 15 or this section or to disclose fully and truly
all material facts necessary for his assessment for that
assessment year. -

Explanation.—Production before the Assessing Officer
of account books or other evidence from which material
evidence could with due diligence have been discovered
by the Assessing Officer will not necessarily amount to
disclosure within the meaning of the foregoing proviso.

(1A) No notice under sub-section (1) shall be issued
for the relevant assessment year,— _

(@) in a case where an assessment under sub-
section (3} of section 15 or sub-section (1) of this
section has been made for such assessment year,—

(i) if four years have elapsed from the end of
the relevant assessment year, unless the case falls un-
der sub clause (ii) or sub-clause (iii);

@) if four years, but not more than seven years,
have elapsed from the end of the relevant assessment
years, unless the value of taxable gifts chargeable to
tax which have escaped assessment amounts to or
is likely to amount to rupees fifty thousand or more
for that year:

(iii) if seven years, but not more than ten years,
have elapsed from the end of the relevant assessment
year, unless the value of taxable gifts chargeable to
tax which have escaped assessment amounts to oOr is
likely to amount to rupees one lakh or more for that
year;

(b) in any other case,—
(1) if four years have eslapsed from the end of

the relevant assessment year, unless the case falls un-
der sub-clause (ii) or sub-clause (iii);
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(i) if four years, but not more than seven
- -years, have elapsed from the end of. the relevant
- assessment year, unless the value of taxable gifts
- .chargeable to tax which have escaped assessment
-~ amounts to or is likely to amount to rupees twenty-
- five thousand or more for that year;

(iii) if seven years, but not more than ten years,
‘have elapsed from the end of the relevant assess-
ment year, unless the value of taxable gifts chargea- -
“ble to tax which have escaped assessmeni amounts

" to or is likely to amount to rupees fifty thousan
or more for that year. :

Explanation.—For the purposes of sub-section

'-:'(1) and sub-section (1A), the following shall also

 be deemed to be cases where taxable gifts chargea-
ble to tax have escaped assessment, namely:—

(a) where no return of taxable gifts has been
furnished by the assessee although the taxable gifts
made by him or the taxable gifts made by any other
person in respect of which he is assessable under
this Act during the previous year exceeded the ma-
ximum amount whicﬁ is not chargeable to gift-tax;

_ (b) where a return of taxable gifts has been
furnished by the assessee but no assessment has been
made and it is noticed by the Assessing Officer that
the assessee has understated the amount or value of
the taxable gifts or has claimed excessive exemption
or deduction in the return,

- (1B} (@ In acase where an assessment under
sub-section (3) of section 15 or sub-section (1) of
this section has been made for the relevant assess-

‘ment year, no notice shall be issued under sub-sec-

tion (1) except by an Assessing Officer of the rank
of Assistant Commissioner or Deputy Commissioner:

Provided that, after the expiry of four years from
the end of the relevant assessment year, no such notice
shall be isswed unless the Chief Commissioner or Com-

missjoner is satisfied, on the reasons recorded by the

Assessing Officer aforesaid, that it is a fit case for the
issue of such notice,

(b) In a case other than a case falling under

clause (@), no notice shall *be. issued under sub-sec-

tion: (1):by .an Assessing Officer, who is below the

rank' of Deputy Commissioner, after the -expiry of
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four years from the end of the relevant assessment
year, unless the Deputy Commissioner is satisfied,
~on the reasons recorded by such Assessing Officer,
~that it is a fit case for the issue of such notice.”;

(b) in sub-section (2), the words “or by a court
in any proceedings under any other law” shall be
added at the end.

172. In section 16A of the Gift-tax Act, — Amend-

ment of
-~ (a) for sub-sections (1) and (2), the following section

sub-sectioas shall be substituted, namely:— 16A.

- (1) No order of assessment shall be made
under section 15 at any time after the expiry of one
~ year from the end of the assessment year in which
the gifts were first assessable:

Provided that where the gifts were first assessable
in the assessment year commencing on the Ist day
of April, 1985, or the 1st day of April, 1986, such.
assessment may be made on or before the 31st day
of March, 1990.

. (2) ‘No order of " assessment or reassessment

shall be made under scetion 16 after the expiry of
two years from the end of the financial year in
- which the notice under sub-section (i) of that sec-
tion was served:

" Provided that,—

(i) where the notice under clause (a) of sub- -
section (1} of section 16 was served during the finan-
cial year commencing on the Ist day of April, 1985,
or the 1st day of April, 1986, such assessment or
reassessment may be completed on or' before the
31st day of March, 1990;

- 7 " (ii) where the notice under clause (b) of sub-
section (1) of section 16 relates to the assessment
for the ussessment year commencing on the 1st day
of April, 1985, of the 1st day of April, 1986, such
assessment or reassessment may be completed on
or before the 31st day of March, 1990, or the
expiry of two years from the end of the financial
. ifar in- which -soch notice was served, whichever is
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Explanation —References to section 16 in the
proviso shall be construed as references to that sec-
tion as it stood before its amendment by the Direct
Tax ‘Laws (Amendment) Act, 1987.”;

{b) in sub-section (3),—

(i) for the words “four years”, the words
“two years” shall be substituted;

(i) the following proviso shall be inserted at
the end, namely:—

“Provided that where the order setting aside or
cancelling the assessment was passed during the fi-
nancial year commencing on the 1st day of April, 1985,
or the 1Ist day of April, 1986, the order of fresh
assessment may be made on or before the 3ist day
of March, 1990.”. :

173. After section 16A of the Gift-tax Act, the

following section shall be inserted, namely:—

‘16B. (1) Where a return of gifts for any assess
ment year under sub-section (1) of section 13 or
section 14, or in response to a notice under clause
i} of sub-section (4) of section 15, is furnished after
the 30th day of June of such year, or is not fur-
nished, the assessee shall be liable to pay simple

‘interest at the rate of two per cent. for every month

or part of a month comprised in the period com-
mencing on the [st day of July of the assessment
year, and,—

(@) where the return is furnished after the 30th
day of June ending on the date of furnishing of
the return; or

(b) where no return has been furnished, en-
ding on the date of completion of the assessment
under sub-section (5) of section 15,

on the aljlount of tax payable on the taxable gifts
as determined on regular assessment. :

Explanation 1.— In this sub-section and . sub-
section: (3), ¢tax payable on the taxable gifts as
determined on regular assessment” shall not include
tll:ée additional gift-tax, if any, payable under section

B.

Insertion
of new
section
16B.
Interest
for defaults
in furnish-
ing return
of gifts.
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Explanation 2. — Where in relation to an assess-
ment year the assessment is made for the first time
under section 16, the assessment so made shall be
regarded as a regular assessment fcr the purposes
of this section.

(2) The interest payable under sub-section (1)
shall be reduced by the interest, if any, paid under
section 14B towards the interest chargeable under

this section.

(3) Where the return of gifts for any. assess-
ment year, required by a notice under sub-section
(1Y of section 16 issued after the completion of an
assessment under sub-section (3) or sub-section (5)
of section 15 or section 16, is furnished after the
expiry of the time allowed under such notice, or is
not furnished, the assessee shall ke liable to pay
simple interest at the rate of two per cent. for
every month or part of a month comprised in the
period commencing on the day immediately following
the expiry of the time allowed as aforesaid, and,—

(@) where the return is furnished after the ex.
piry of the time aforesaid, ending on the date of
furnishing the return; or

(b) where no return has been furnished, ending
on the date of completion of the reassessment under

section 16,

on the amount by which the tax on the taxable gifts
determined on the basis of such reassessment ex-
ceeds the tax on the taxable gifts as determined on
the basis of the earlier assessment aforesaid.

Expanation. —-In this sub-section, “tax on the
taxable. gifts determined on the basis of the
reassessment under section 16" shall not include the
additional gift-tax, if any, payable under section [8B.

(9 Where, as a tesult of an order under sec-
tion 22 or section 23 or Section 24 or seciion 26 or
section 28 or section 34, theamount of tax on which
interest was payable under this section has been in-
creased or reduced, as the case may be, the interest
shall be increased or reduced accordingly, and,---

(i) in a case where the interest is increased,
the Assessing Officer shall serve on the assessee a
notice of demand in the prescribed form specifying
the sum payable, and such notice of demand shail
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be deemed to be a notice vunder section 3! and the

: prowsmns of this Act shall apply accordingly, and

. (i) in a case where the interest is reduced, the
excess interest paid, if any, shall be rufundcd

(5) The provisions of this section shall. apply
in respect of assessments for the assessment year

-commencing on the Ist day of April, 1989, and

subsequent assessment years;

174. For sections 17 and 17A of the Gift-tax Act,

-the following sections shail be substituted, namely :—

a7, (1) If the Assessing Officer, in_the course

 of -any proceedings under this Act, is satisfied that

any person has failed to comply with the notice
under sub-section (2) or sub section (4) of section
15, the Assessing Officer may, by order in writing,

o chrect that such person shall pay, by way of penal-

ty, a sum which shall not be less than one thousand

- Tupees but which may extend to twenty-five thou-

- --sand rupees for. each such failure.

Provided that —

-{8) no penalty shall be imposable under this
section If the person proves that there was
reasonable cause for the failure referred to in
this subsection;

(b) no order 1mp03mg a pcnalty under this
secticn shall be made —-

(i) by the Income-tax Officer where the penalty
exceeds ten thousand rupees;

(i) by the Assistant Commissioners, wherc the
penalty exceeds twenty thausand rupees except with
the prior approval of the Deputy Commissioner.

(2) No order shall be made under sub-section
(1) unless the person concerned has been
heard or has been given a reasonable opportunity
of being heard.

- (3) Neo order imposing a penalty undcr subsec-
~tion (1) shall be passed after the expiry of the fina-

.. .ncial year in which the proceedings, in the course

Substitu-

tion of new
sections for
sections 17

-and 17A

Penalty for
failure to
comply
with notices
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- -of which action- for the imposﬂi‘tion t)f'penélty -has

been initiated, are completed, or six months - from
the end of the month in which action for imposi-

- tion. of penalty is initiated, whichever permd exptres

later

E(planatlon — In computing the p“ttOd of li-
mttatlon for the purposes of this sectlon S

(1) the time taken in giving an opportumty to

the assessee to be re-heard under the prowso to
_section 38; and

(i} any period during which a proceedmg un-

der this section for the levy of the penalty is stdycd

by an order or injunction of any court

; shall be excluded.
: I‘IA (1) Ifa person —

RS
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(a) belng legally bound to state the truth of any

maiter touching the subject of his assessment, refuses
to answer any question put to him by a gift-tax autho-

'rlty in the exercise of his powers under Act or

(b). refuses to sign any statement made by him in
the course of any proceedings under this Acf, which
a gift-tax authonty may legally require him to sign; or

(¢) to whom a summons is issued . undet sub-

section (1) of section 36, hitherto attend to give

evidence or produce books of account or other. do-

cuments at a certain place and {ime, omits to ‘attend -

or produce the books of account or documents at
the place and time,

he shall pay, by way of penalty, a sum which shall
not be less than five hundred rupees but which may
extend to ten thousand rupees for each such default

or failure:

Provided that no penalty shall be imposable
under clause (c) if the person’ proves that there was

-...=reasonable cause for the said failure. -

: (2) If a person fails to furgish in due tlme dny
-.statement or information which such person is-bound

- to furnish to the Assessing Officer under section 37,

‘he shall pay, by way of penalty, 4 sum which not
be less than one hundred rupees but which may

" ‘extend to:two hundred rupees for every dav during

which the failure continues.
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Provided that no pepalty shall be imposable
under this sub-section if the person proves that
there was reasorable cause for the said failure.

3) Any pcnalty imporable under sub-section

(1) or sub-Section (2) shall be imposed —

(a) in a case where the contravention, failure
or default in respect of which such penalty is impo-
sable occurs in the course of any proceeding before
a gifi-tax authority not lower 1n rank than a De-
puty Direcior or a Deputy Commissioner, by such
gift-lax authority; _

(b) in any other case, by the Deputy Director

" or the Deputy Commissioner.

(4) No order under this section shall be passed
by any gift-tax authority referred to in sub-section
(3) unless the person on whom penalty is proposed
to te imposed has been heard or has been given a
reasopable opportunity of being heard in the matter

- by such authority.

Explanation.—1In this section, “gift-tax authority™
includes a Director General, Director, Deputy Di-
rector, Assistant Director or Valuation Officer while
exercising the powers vested in a court under the
Code of Civil Procedure, 1908, when trying a suit in

respect of the matters specified in sub-section (1) of

section 36.°.
175. ' In the Gift-tax Act, after section 18A, the follo-

wing Chapter shall be inserted, namely:—

CHAPTER IVA

CHARGE OF ADDITIONAL GIFT-TAX IN
CERTAIN CASES

18B. (1) Where, in the case of any person, the

value of taxable gifts determined in the regular as-

sesssment for any assessment year (hereafter in this
section referred to as assessed taxable gift) exceeds
the value of taxable gifts deciare in the return of
taxable gifts furnished by such person for that asses-

_ sment year (hereafter in this section referred to as
returned taxable gifts) by any amount, the Assessing

Officer shall make an order 1n writing that such per-
son. shall, apart from the sum determined as paya-

Insertion
of new
Chapter
IVA,

Additiomal
gift-tax,
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ble by him on the basis of the assessment under sec-
tion 15, be liable to pay, by way of additional gift-
tax in respect of the said assessment year, a sum
calculated on such excess amount at the rate of twen-
~ ty per cent.

(2) For the purposes of sub-section (1),—

(@) where such persons has furnished two or
more returns of taxable gift for the same assessment
year, the value of taxable gift declared in the re-
turn furnished last before the service of a notice ua-
der sub-section (2) of section 15 on such person
shall be treated as the returned taxable gifts;

(b) where such person fails to furnish the re-
turn of taxable gifts in respect of any assessment
‘year and the assessment for that year is made under
sub-section 5 of section 15, the returned taxable gifts
shall be taken to be nil; _

(c) where such person fails to furnish a return
of taxable gifts for any assessment year under section
13 or section 14, but furnishes such return after he
is served with a notice under section 16, the returne
taxable gifts shall be taken to be nil, -

(3) Where, as a result of an order under sec-
tion 16 or section 22 or section 23 or section 24 or
section 26 or section 28 or section 34, the amount
on which the additional gift-tax is payable under
sub-section (1) has been increased or reduced, as the
case may be, the additional gift-tax shall be increased
or reduced accordingly, and,—

(i) in a case where the additional gift-tax is
increased, Assessing Officer shall serve on the asses-
see a notice of demand in the prescribed form spe-
cifiying the sum payable, and such notice of demand
shall be deemed to be a notice under section 31 and
the provisions of this Act shall apply accordingly;

(ii) in a case where the additional gift-tax is
reduced, the excess amount paid, if any, shall be
refunded.

(4) The Chief Commissioner or Commissioner
may, in his discretion, whether on his own motion
or otherwise, waive or reduce the amount of addi-
tional gift-tax pavable under sub-section (1) by any
person, if he is satisfied that the whole or, . as the
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case may be, any part of the excess amount referred
to in that sub-section is attributable to any amount
added or disallowed in computing the assessed 1axa-
ble gifts, as a result of the rejection of any expla-
nation by way of interpretation of any provision
of this ‘Act or otherwise) offered by such person, if
such explanation is bona fide and all the facts re-
lating to the same and material to the computation
gf the assessed taxable gifts have been disclosed by
im : . . . '

Provided that,—

(i) where an appeal before the Deputy Com-
missioner gAppeals) or Commissioner (Appeals) or
the Appel'ate Tribunal has also been filed by the
assessee apainst the order of assessment, the petition
for waiver or reduction of the amount of additional
gift-tax can be filed by the assessee only after the
decision on such appeal;

| (ii) the petition for waiver or reduction of the
amount of additional gift-rax shall be accompanied
by a fee of one hundred rupees.

(5\ The additional gift-tax payable under this
section shall not be included in the amount of tax
pavable on the taxable gifts as determined on regu-
lar assessment, for the purposes of section 16B,”,
176. In section 22 of the Gift-tax Act,—

(@} in sub-section (I),—

(i) for clause (d), the following clause shall be

substituted, namely:—

“(d) objecting to any penalty imposed by the
Assessing Officer under section 17 as it stood imme-
diately before the 1st day of April, 1989 or under

- section 17 as amended by the Direct Tax Laws (A-

mendment) Act, 1987, - _
(ii) clavse (h) shall be omitted;

(b) in sub-section (IA), for clauses (b), (c) and (d),
the follawing clauses shall be substituted, namely:—

“(b) ob{'ecting to any assessment or order re-

ferred to in clauses (a) to (g) (both inclusive) of sub-
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section (1), where such assessment or order has been
made by the Deputy Commissioner in exercise of
the powers or functions conferred on or assigned to
him under section 7 or section 10; or

{¢) objecting to any penalty imposed under
clause (c) of sub-section (1) of section 17 as it stood
immediately before the 1st day of April, 1989 in
resprect of any assessment year ccmmencing on  the
Ist day of April, 1988 or any earlier assessment
year where such penaity has been imposed with
the previous approval of the Deputy Commissioner
under sub-section (3) of that section; or

(d) objecting to any penalty imposed by the
Deputy Director or the Deputy Commissioner un-
der section 17A; or”;

(¢} for sub-section (IB) and SIC)‘,. the following sub-
section shall be substituted, namely:—

“(IB) Notwithstanding anything contained in sub-
section (1), the Board or the Diiector General or
the Chief Commissioner or the Commissioner, if so
authorised by the Board, may, by order in writing,
transfer any appeals which is pending before a De-
puty Commissioner (Appeals), and any matter arising
~out of or connected with such appeal and which is
so pending, to the Commissioner (Appeals), if the
Board or, as the case may be, the Director Gene-
ral, the Chief Commissioner or the Commissioner
(at the request of the appellant or otherwise} is sa-
tisficd that it is necessary or expe lient so to do ha-
ving regard to the nature of the case, the complexi-
ties involved and other relevant considerations and
the Commissioner (Appeals) may proceed with such
appeal or matter from the stage at which it was be-
fore it was so transfereed:

Provided that the appellant may demand that
before proceeding further with the appeal or matter
the previous proceeding or any part thereof be rco-
pened or that he be reheard.”.

177. After section 22 of the Gift-tax Act, the fo- Insertionof
llowing section shall be inserted, namely:— new section
22A.

“22A. (1) Where before furnishing a return of  Applica-
taxable gifts under sub-section (1) of section 13 or  tion
section 14 or sub-section (4) of section 15 for any the
assessment year, any question srises as to whether,—  assessee
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_(2) any amount is includible or not in com-
puting the amount of taxable gifts (hereafter in this
section referred to as the disputed amount), or

(b) any exemption or,deduction is admissible
or not in computing taxable gifts (hereafter in this
section referred to as the disputed deduction),
the assessee shall, after furnishing such return, make
an zpplication under sub-section (2) :

Provided that the assessee,—

(1) shall include in such return the disputed
amount and shall not claim the disputed deduction;
and

gi) shall also pay thirty per cent. of the tax
due on the dsiputed amount and in respect of the
amount of disputed deduction.

(2) The application under sub-section (1) may
be made within thirty days of furnishing the afere-
said return to the Deputy Commissioner (Appeals)
ar, as the case may be, to the Commissioner (Ap-
peals).

(3) For the purpose of disposing of an app-
lication under sub-section (1), the Deputy Commi-
ssioner (Appeals) cr, as the case may be, the Com-
missioner (Appeals) may—

(2) conduct such inguiry or call for such books
of account, other documents or information which
he deems necessary; or

(b) dircct the Assessing Officer to conduct such
inquiry and furnish the repert thereon,

and thereafter decide the question raised in the applica-
tior. and pass such orders thereon as he thinks fit.

(4) The provisions relating to filling of ap-
peals under this Act shall so far as may be, apply
to the making of an application under this section
as if such application were an appeal.”.

178. 1In section 32 of the Gift-tax Act,—
(@) in sub-section (1), for the words “thirty-

five days”, wherever they occur, the words “thirty
days” shall be substituted;

in
certa
case
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(b) in sub-section (2),—

(i for the words, brackets and figure “fifteen
per cent. per anpum from the day commencing after
the end of the period mentioned in sub-section (1)”,
the words,brackets and figure “one and one half percent.
for every month or part of 8 month comprised in the
period commencing from the day immediately follo-
wing the end of the period mentioned in sub-section
(1) and ending with the day on which the amount
is paid” shall be substituted;

(i) after the proviso, the following proviso
shali be inserted, namely:—

“Provided further that in respect of any period com-
mencing on or before the 31st day of March, 1989 and
ending after that date, such interest shall, in respect of
so much of such period as falls after that date, be cal-
culated at the rate of one and one half per cent. for
every month or part of a month.”

179, In section 33 of the Gift-tax Act,—

(a) for the words “and to Gift-tax Officer and Amend-
Commissioner of Gift-tfax instead of to Income-tax ment of
Officer and Commissioner of Income-~tax’’, the words section 33.
“and to the corresponding gift-tax authorities instead
of to the income-tax authorities specified therein”™
shall be substituted;

~(b) for Explanation II, the following Explana-
tion shall be substituted, namely:—

“Explanation II.—The Chief Commissioner or
Commissioner and the Tax Recorvery Officer referred
to io the Income-tax Act shall be deemed to be
the corresponding gift-tax authorities for the purpo-
se of recovery of gift-tax and sums imposed by way
of penalty, fine and interest under this Act.”.

180. 1In section 33A of the Gift-tax Act,— Amend-
ment of
(v to sub-section (1), the following proviso section
shall be added, namely:— 33A.

“Provided that where, by the order aforesaid,

(a) an assessment is set aside or cancelled and
an- order of fresh assessment is directed to be made,
the refund, if any, shall become due only on the
makimng of such fresh assessment;
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(b) the assessment is annulied, the refund shall
become duve only « I the amount if any, of the tax
paid in excess of the tax chargeable on the total

"inpcome returned by the asseSsee.”;

(ii) after sub-section (4), the following sub-
sections shall be isserted, namely:

“(4AY The provisions of sub-sections (3), (3A)
and :4) shall not apply in respect of any assessment
for the assessment year commencing cn the 1st day
of April, 1989, or any subsequent assessment year.

{48) (a) Where, in pursuance of any order
passed under this Act, the refund of any amount
becomes due to the assessee he shall, subject to the
provisions of this sub-section, be entitled to receive,
in addition to the said amouat, simple interest the-
ieon calculated at the rate of one and a half per
cent. for every month or part of a month compri-
sed in the period or periods from the date or, as
the case may be, dates of payment of the tax or
penalty to the date on which the refund is granted.

Explanation. —For the purposes of this clause,
“date of payment of the tax or penalty” meaps the
date on and from which the amount of fax or pe-
nalty specified in the notice of demand issued under
section 31 I paid in excess of such demand.

(b) If the vroceedings resulting in the refund
are delayed for reusons attributable to the assessee,
whether wholly or in part, period of the delay so
attrioaiable to himi shalt be excluded irom the pe-
riod for which interest is payable, and where any
question arises as to the period to be excluded, it
shall be decided by the .Chief Commissioner or
Commisstoner whose decision the.zon shall be final.

(¢) Where, as a result of an order under sec-
tion 16 or section 27 or section 23 or section 24 or
section 26 or section 28 or secticn 34, the amount
on which the interest was payablz under clause (a)
has been i-creased or reduced. as the case may he,
interest shall be increased or reduced accordingly,
and in 2 case where the interest is reduced, the
Assessing Officer shall serve on the assessee a notice
of demand in th: prescribed form specifying the
amount of the excess interest paid and requiring
him to pay such amount; and such notice of demand
shall be deemed to be a notice under section 31
and the provisions of this Act shall apply accordingly,
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(d) Thé provisions of this sub-section shall

apply in respect of assessments for the assessment

. year commencing on the -'1st day of Aprll 1989,
’ and subseqnxent assessment’ ‘years.”

nend- 181 In sectlon 34 of thc Gltt—tax Act, m sub-—sec-
nt of tion (1), after clause (a), the following clause shall be
tion 34. mserted namely — S

+.

_ “(aa) a gift-tax authority may amend any in-
“titnation sent by it undér sub-section ¢} of section
15 or enhance or reduce the ‘amount of refund
granted by it under that sub-section.”.

nend- 182 In section 36 of the Gift;taix Act, —

nt of
tion (@) after sub-section (1), the followmg sub-sec-

tion shall be inserted, namely —

R “(IA) If the ‘)1rector General or Director has
reason to suspect that any gifts chargeable to tax
under this Act have been concealed, or are likely to
be concealed by any ' person’or class of person
within his jurisdiction; then, for the purposes of
making any inquiry or mvesngatlon relating thereto
it shall be competent for him to exercise the powers
coniferred under sub-section (1) on the gift-tax au-
thorities referred to in that sub-section, notwithstan-
ding that no proceedings with respect to such per-
son or class of person are pending before him or
any other gift-tax authorltv 3

(b) sub-section (2) shall be omitted.

nendment 183. [n sectlon 37 of thP Glft—tax Act,—
section a
(a) for thc words “Where for the purposes of
determmmo the #ift~tax payable by any person, it
- appears nscdssary for the Gift-tax Officer to Obtam
any statement or nformation from any person,”,
~ the words “Where, for the purposes of this Acr,
"it appears necessary for any gift-tax authority to
obtain any statement or information from any per-
~ sons or bank’ing- compaday,” shall be substituted;

. o for the words “the, Gift-tax Offlcer", in
. the Sﬂcond an third places where they occur, the
words “such gifi-tax authority” shall be substicuted.
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184. In section 45 of the Gift-tax Act,—

(@) for the words “The provisions of this Act
shall not apply to gifts made by”, the words “No
tax shall be levied under this Act in respect of gifts
made by’, shall be substituted;

(b) for clauses (a), (b), (¢), (d) and (da), the
following clauses shall be substituted, namely:—

“(a) a company ia which the public are subs-
stantially interested;

{(b) any company fo aa Indian compiiy ia a
scheme of amalgamation;”;

(c) for clause (e), the following clause shall be
substituted, namely: —

“(2) aay institution or fund, which is eligible
for the deduction under ssction 8)= of the Income-
tax Act.”;

Sd) for Explanations {, 2 and 3, the following
Explanations shall be substituted, namely:—

‘Explasation 1. —For the purposes of clause (b) the

term “amalgamation” shall have the neaning assigned
to itin claus: (1A) of section 2 of the [ncoms-tax Act.

Explanation 2.—For the removal of doubts, it

is hereby declared that the exemption admissible un-
der clause (¢) in relation to gifts made by an insti-
tution or fund referred to in thait clause shall not
be denied merely on either or both of the following
grounds, namely: —

(i) that, subsequent to the gift, the institution
or fund has become ineligible to the deduction un-
der saction 80F of the Income-tax Act due to
non-compliance with any of the provisions of that
section ;

(i) that the deduction under section 80F of the
Income-tax Act is denied to the mstitution or fund
in relation to any income arising to it from any
investment referred to in clause (h) of sub-section (4)
of that section waere the aggregate of the funds in-
vested by it in a concern referred to in the said
clause (h) does not exceed five per cent. of the ca-
pital of that concern.’.

Amend-
ment of
section 4
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185, After section 46A of the Gift-tax Act, the

following section shall be inserted with effect from the
st day of April, 1988 namely —

“47. (1) If any difficuity arises in giving effect
to the provisions of this Act, as amended by the
Direct Tax Laws (Amendment) Act, 1987, the Cen-
tal Government may, by order, do anything not
inconsistent with such provisions for the purpose
of removing the difficulty.

Provided that no such order shall be made after
the expiration of three years from the Ist day of
April, 1988.

(2) Every order made under sub-section (1) shall
be laid before each House of Parliament.”

186. The following amendments (being amendments

al amend- of a consequential nature) shall be made in the Gift-tax

1ents,

Act with effect from the Ist day of April, i989, namely:-

(1) 1n section 19A,—
(a) in sub-section (4),—

(i) for the words, brackets and figures “a return
under sub-section (2) of section 13", the words, brac-
kets and figures ““ a return under sub section (I) of
section 13 shall be substituted;

(i)} for the words, brackets and figures “as if
the nntice were a notice issued under sub-section (2)
of section 13”, the words, brackets and figures ““as
if the notice were a notice issued under clause (i) of
sub-section (4) of section 15 shall be substituted;

(b) in sub-section (6), for the words, brackets
and figures “sub-section (2} of section 137, at both
the places where they occur, the words, brackets and
figures “clause (1) of sub-section (4) of section 15
shall be substituted;

(2) in section 23, in sub-Section (1), after the
word and figures “section 227, the words, figures and
letter *‘or section 22A™ shall be inserted;

(3) in section 34, in sub-section (1), for clause

(by, (¢}, (d) and (¢), the following clauses shall be
substituted, nameiy,—

Insertion
of new sec-
tion 47

Power to
remove
difficulties



Ex—40(D)/88 m

“(b) the Deputy Director or Deputy Commis-
sioner or Director or Commissioner or Deputy Com-
missioner (App:als) or Commissioner (Appeals) may
amend any order passed by him under section 17A;

{c) the Deputy Commissioner {Appeals) or
Commissioner (Appeals) may amend any order
passed by him under section 22 or section 22A;

{d) the -Commissioner may amend any order
passed by him under section 24 ;

() the Appellate Tribuna! may amend any or-
der passed by it under section 23 or section 25.”.

CHAPTER V

A nendments to the Compinies (Profits) Surtax Act, 1964.

Substitution
of new
authorities.

187. 1in the Companies (’rofits} Surtax Act, 1964
(hereafter in this Chapter referred to as the Surtax Act)
save as otherwise expressly provided in this Act, and
unless the context otherwise requires, raference to any
authority specified in column (1) of the Table below shall
be substituted with effect from the Ist day of A-ril, 1938
by references to the authority or authorities specified in
the corresponding entry in column (2) of the said
Table, and such consequential changss &s the rules of
grammir may require, shall also bz made:

TABLE
@ (2)
Commissioner Chief Commissioner or
Commissioner
Inspecting Assistant Deputy Commissioner
Commissioner _ _
Income-tax Officer Assessing Officer

188. For section 3 of the Surtax Act, the following
section shall be substituted, with effect from the Ist day
of Apil, 1988, namely:—

7 of 1964

Substi-

tution of
new secti
for sectio

3.
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“3. (1) The income-tax authorities specified Tax
in section 116 of the Income-tax Act shall be the authorities.
authorities for the purposes of this Act and every
such authority shali exercise the powers and
perform the functions of a tax authority under
this Act in respect of any company, and for this
purpose his jurisdiction undcr this Act shall be the
same as he has under the Income-tax Act by virtue
of orders or directions issued under section 120 of
that Act (including orders or directions assigning
concurrent jurisdiction) or under any other provision
of that Act.

(2) The Board may, from time to time, issue
such orders, instructions and directions to othker
tax authorities as it may deem fit for the proper
administration of this Act, and such autho:ities and
all other persons employed in the execution of this
Act shall observe and follow such orders, instruc-
tions and directions of the Board:

Provided that no such orders, instructions or
directions shall be issued—

(@) soas to require any tax authority to make
a particular assessment or to dispose of a particular
case in a particular manner; or

(b) soas to interfere with the discretion of the
Commissioner (Appeals) in the exercise of his ap-
- pellate functions.”.

189. In section 18 of the Surtax Act,— Amend-
ment of
(a) for the figures, brackets letter and word section 18.
“2 %433) and 44", the figures and brackets “2 (44)"
shall be substituted;

{b) for the figures and letters “118, 125, 1254,
129, 130, 130A”, the figures *116, 117, 118, 119,
120, 129° shall be substituted with effect from the
st day of April, 1988. .
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