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THE DIRECT TAX LAWS (AMENDMENT) ACT 1987

An Act

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

PRELIMINARY

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

(2) Save as otherwise provided in this Act , it sha ll
come into force on the lst 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.

Short t itle
and com
rnence
ment.

I

Substitu
tion of
new au
thorities.

CHAPTER II

AMENDMENTS TO THE INCOME·TAX ACT, 1961

2. In the Income-tax Act , 1961 (hereafter in this 4. of 1961.
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
specif ied in column (1) of the Table below shall be sub
stituted with effect from the 1st da y of Apri l, 1988 by
the references to the authority or authorities specif ied 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)

Director of Inspection
Deputy Director of
Inspection

(2)

Director General or Director
Deputy Director



Assistant Director of
Inspection
Commissioner

Inspect ing Assistant
Commissioner
Appellate Assistant

Commissioner
Income-tax Officer
- - --- --- - -

7

Assistant Director

Chief Commissioner Or
Commissioner

Deputy Commissioner

Deputy Co mm issioner
(Appeals)

Assessing Officer:

E>:-40(D)/88

Amend
ment of
section 2

Provided that nothing contained in this section shall
apply to the references to "Commissio ner" o ccurring in
sections 245D, 253, 256, 263 and 264.

3. In section 2 of the Income-tax Act,-
(a) clauses (I) and (IA) shall be ren umbered as

clauses (IA) and (IB) respectively, and before clause (1\)
as so renumbered, the following clause shall be inserted,
namely:-

'(I) "advance tax" means the advance tax payable
in accordance with the provisions of Cnapter XVII ·C;';

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

'(1A) "Assessing Officer" means the Assistant
Commissioner or the Income-tax Off icer 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
und er clause (b) of sub-sect ion (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 1st day of April, 1988,
namely :-

'l9A) "Assistant Commissioner" means a person
appointed to be an Assistant Co mmissioner of
Income-tax under sub-section (1) of section 117;';

(d) clause (ISA) shall be renumbered as clau se
!1SB), and before clause (15B) as so renu mbered, tho
following clause shall be inserted with effect from the
1st day of April, 1988, namely:-
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'(ISA) "Chief Commissioner" mean s a person
appointed to be a Chief Commissioner of Income
tax under sub -section (I) of section 117;';

(e) in clause (16" the words ", and includes a per
son appoi nted to be an Additional Commissioner of
Income tax under that sub -sec tion" shall be omitted
with effect from the 1st day of April, 1988;

(0 after clause (19), the following clauses shall be
inserted with effect from the 1st day of April, 1988,
namely:-

'(19A) "Deputy Commissioner" means a person
appointed to be a Deputy Commissioner of Income
tax under sub-section (I) of section 11 7;

(19B) " Deputy Commissioner (Appeals)" . means
a person appointed to be a Deputy Commissioner
of In come tax (Appea ls) under sub-section (1) of
secuon 117; ' ;

(g) for clause (21), the following clause shall be
substituted with effect from the lst day of April, 1988
namely:-

'(2 1) "Director General or Director" means a
person appointed to be a I irector General of In
come-tax or as the case may be, a Director of In
~ome-tax under sub-section (I) of section 117, ~nd
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) sha ll be renumbered as clause
(22B), and before clause (22B) as so renumbered, the
following clause shall be inser ted, namely:-

'(22A) "domestic company" means an Indian
('O~pany, or any other company which, in respect
of Its income liable to ta x 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
income .',...

. (i) after clause (23), the followi ng clause shall be
Inserted, namely :-

'(23A) "foreign company" means a company
which is not a domestic company;';

,---

,
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.. (j) in clause (24), in sub-clause (iia), for the words
.. not being contributions made with a specific direc

llOf! that they shall fo rm part of the c -rpus of (he tr us t
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 [ l) of section 8JF"
shel l be subs tit uted',

(k) for clause (25), the followine clause shall be
substi tuted 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 (I ) of section 11 i ;' ;

the
(I) clause (27) shall be omitted
1st day of April , 1988;

with effect from

•

(rn) in clause (28\, for the word, brad ets and
figure "sub-section (2)" , the word. brackets and figure
"s ub-section (I )" sha'l be subst ituted with effect from
the 1st day of April , 1988;

(n) after clause (29B) [as inserted by clause IC) of
section 3 of the Finance Act, 1987), the followi ng clause II of 1987
shall be inserted, namely:-

• '(29C) "maximum marginal rate" means the r.i te
of income-tax (including surcharge 0 11 income- tax. if
any) applicable in relation to the highest slab of in
come in the case of an individual as specif ied in
the Finance Act of the relevant year;' ;

(0) in clause (37A\,-

[i) in sub-clause (i),-

( I) the words, brackets, figures and letter
"or sub-section (9) of section SDE from any pay
ment referred to therein" shall be omitted;

(2) for the words, figures and letter "section
11 5B or section 164" , at both the places where
They occur, the words. figures and letters "section
11 5B Or section 115BB or section liSE or section
164 0\ section I64A Or section 167A" sha ll be
substit uted with effect from the lst 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, figures and letter "or section 1678 "
shall be inserted ;

(4) for the words, fig ures and letter "sectio n
1158 Of , as the case may be, section 164". the
words, figures and letters "section 11 58 or section
11588 or section l ISE or section 164 or section
164 A or section 167A. as the case may be" . •hall
be substituted with effect from the 1st 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 1678" shrll
be inserted;

{ii] in sub-clause {ii], for the figures, let te r and
word "194D and 195", 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 omitted;

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

'(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 Ixerci!e the powersof a Tax. Recovery Officer;' ;

..

(s) clause (48) sball be omitted.

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

'3. \ 1) Save as otherwise provided in this section,
"previous 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 inco me newly coming
into existen ce, in the said financial year, the previous

Substitu
tion of

Dew sec
tion for
section 3.

"Previous
year" de
fined.
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.. -

Amend
ment of
section'[fO.

year shall be the period beginning with the date of set 
ling up of the bussiness or profession or, as the case

may b e, the dat e on which the source of income newly
comes into existence an d ending with the said financial
year,

(2) "Previ 'Jus yea r," in rela tion to the assessment
yea r commencing on the 1st day of April , 1989, means
the period which begins with the date immediately
follo wing the last day of the previous year relevant to the
assessment year commencing on the Ist day of April,
1988 and ends on (he J l st day of March, 1989:

Provided that where the assessee has adopted more
than one period as the " previous year" in relation to th e
assessment yea r commencing on the 1st day of April,
1981 for d ifferent sources of his income, the previous year
in relation to the assessment year commencing o n the l st
day of April, 1989 shall be reckoned separately in th e
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 1st day of April, 1989,
referred ( 0 in sub-section (2) exceeds a per iod of twelve
months, the pro visions of th is Act shall apply subject to
the mod ifica tions specified in the rules in the Tenth
Schedule.' .

5. ln section 4 of the Income-tax Act, in sub-setion( l ),-

\3) for the word s " subject to the provisions of, this
Act," the wo rds and bracket s " subject to the pro visions
(including provisions for the levy of additional income
tax' of, this Act" shall be substit uted ;

(b) the words "or previous years, as th e case may
be," shall be omitted.

6. In sectio n to 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
fi rm which is assessed as such, his sha re in the total
income of the firm.

Amend
ment of

section 4.
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Explanation :-For the purposes of this clause, the share
of a partner in the tot i l income of a firm assessed as
such sha ll. no twithstandi ng a r.yth ing cor.tained in any
other la w, be an amo unt which bea rs to th e tr-ra l inco me
of the fi rm the sam e proport ion as the amount of his
shale in the pro fi ts o f the firm in accordance with the
partnership deed bears to such profits,";

(b) for clauses (4) and (4Al, tbe following clause
shall be substit uted , namely :-

" (4) (i) i \ the case of a non reside- it, any income by
way of intere-t o n such secu rit ies or bonds as the Ce n
tra l Go vern rr en t may, by notifica tion in the Official Ga
zet te, specify in this beh alf, including income by way of
premium on the redemption of such bonds;

(ii ) in 1he case o f an ind ividual who is a person,
resident o utsi le Ind ia as define d in cla use (q ) of sec tio n
2 of the Foreign J xcha nge Regula tion Act, 1973. a ny
income by v ~I Y of Interest o n moneys standing 10 his 46 of 1973.
cred it in a N or-Resident (Externa l) Account in any bank
in India ;n accorda nce with the said Act and the rules ...
made th ereunder;";

(e) for clause (5 ), the following clause shall be sub
sti .uted, namely :~

'( 5) subject te such condi tions as the Cen tral G o
vernment rnav prescribe (including cond itions as to
number of jC lI IOC\ S an d the am ount wluch shal ' be
exempt pe r he.id) in the case o f an ind ividual, t hev ilue
of any t rave concession or assistance let eived by or due
to him,

(a) f rom his err.ployer for himself and his far iily,
In connccuor with his proceeding on leave to any p 'ace
10 India ;

(b) fro m his employer Or for mer employer fOJ
bimselt r.r-d his fe rnily, in connection with bis procee
ding to any place in Ind ia after retirement from service
or after the terminat ion of his service ;

Provided that the amou nt exempt under sub-clause
(a) or sub-clau se (b) shall not , except in su h cases
and under such circumstances as m'lY be prescribed
having regard to t he travel concession or assistance
gra nted to the employees of th e Centra l G overnment ,
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exceed the value of the travel concession or assistance
which would have been received by or due to the indi
vidual in connection 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 tbat the amount exempt under this
clause shall in no case exceed the amount of expenses ac
tually incurred for the purpose of such travel.

ExpJanation- For the purposes of this clause, "fami
ly", in reJation to an individual, mcans->

(i), the spouse and children of the individ ual; and

[ii) the parents, brothers and sisters of the indi
vidual or any of them, wholly or mainly dependent
on the individual,";

(d) in clause (10),-

(i\ 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 tbis behalf to the employees of that
Government" shall be substituted;

[ii] in 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;

(iii) 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 (IOAA)" shall be substitnted;

(el in clause (lOA), the proviso shall be omitted;

(f) in clause IOAA), in sub-clause (ii),-
(i) for the words "six months", the words "eight

months" shall be substituted and shall be deemed to bave
been substituted with effect from the 1st day of July,
1986;
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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 applicable in this behalf to the employees of that
Government" shall be SUbstituted and shall be deemed
to have been substituted with effect from the lst day
of July, 1986; . .

(iii) in the first and second provisos, for the words
"shall not exceed thirty thousand rupees", the words
"sball 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 omitted
and shall be deemed to have been omitted with effect
from the Ist day of July, 1986;

(v) in the Explanation, the brackets and figure "P',
and clause (ii] shall be omitted and shall be deemed
to have been omitted wrth effect from the Ist day
of July, 1986.

(g) in clause (lOB), in the first proviso, for clause
(ii), 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 i-s-

"(14) (i) any such special allowance or benefit, net
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 actually incurred for that purpose;,

(ii) 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 specified 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
demption or other payment on such securities,
bonds.annuity certificates savings certificates, other
certificates issued by the Central Government and
deposits as the Central Government and deposits as
the Central Government 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
or kind,-

(i) 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
ill this behalf; or

(ii) 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 (211 and (23) shall be omitted;

(I) in clause (23C),-

(i) in sub-clause (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
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23 of 1955
38 of 1959
5 of 1970
40 of 1980

I of 1956

that at least ninety per cent of the income from the Mu
tual Fund shall be distributed to the unit holders every
year, as the Central Government may. by notification in
rhe Official Gazette, specify in this bebalf.

Explanation - For the purposes of this clause -

(3) 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
Companies (Acquisition and Transfer of Undertakings)
Act, 1970. or under section 3 of the Banking companies
(Acquisition and Transfer of undertakings) Act, 1980;

rd) the expression "public financial institution" shall
1ave the meaning assigned to it in section 4A of the

Companies Act, 1956.

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

Omission
of sections
11, 12 12A
and 13.

r -~

8. In section 15 of the Income-tax Act, the Ex- Amendment
planation shall be numbered, as Explanation I, and af- of section 15 ~

ter Explanation 1 as so numbered, the following Ex- J
planation shall be inserted, namely :-

"Explanation 2-Any salary, bonus, commission or
remuneration. by whatever name called, due 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, - Amend-
ment of

(a) after clause (iv), the following clause shall sections 28.
be inserted, namely :-

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

(b) _ Explanation I shall be omitted.

10. Sections 35, :>5B, 35CC, 35CCA and 35CCB
of the Income-tax Act shall be omitted.

Omission of
sections 35,
35B, 35C,
35CC, 35CCA
and 35CCB.
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Amend-
. 'ent of

section 36

I I. In section 36 of the Income-tax Act, 

(a) in snb-section (I), -
(i) in clause (ii) the provisos shall be omitted;
(ii) 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;

(iii) in clause (viia), in the Explanation, for clause
(ii), the following clause shall be substituted, namely:--

(ii) "Scheduled bank" means tbe State Bank of 23 of 1955
India constituted under the State Bank of India Act,
1955, a subsidiary bauk as defined in the State Bank of 38 of 1959
India (Subsidiary Banks) Act, 1959, a corresponding
new bank constituted under section 3 of tbe Banking 5 of 1970
Companies (Acquisition and Transfer of Undertakings)
Act, 1970, or under section 3 of tbe Banking Compa-
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 2 of 1934.
does not include a co-operative bank";

(b) in sub-section (2),-

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

"(i) no such deduction sball be allowed unless such
debt or part tbereof 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 represents
money lent in the ordinary course of the business of
banking or money-lending whicb is carried on by the
assessee" ;

(ii) 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 '\pril, 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, 198.8, or any
earlier assessment year)" shall be inserted.



Omission of 12. Section 39 of the Income-tax Act shall be omitted.
section 39.

Amend
ment of
section 40.

13. In section 40 of tho Income-tax Act,-

.(i) in the opening portion, for the words and figures
"sections 30 to 39" the words and figures "sections :10

. to 38" shall be substituted;

(ii) for clause (b), the following clauses shall be
substituted, namely:-

'(b) in the case of any firm assessable as such.c-

(i) 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

(iii) 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 authorised
by, and is in accordance with, the terms of the
partnership deed, but which relates to any period
(falling pnor to the date of such partnership deed)
for 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) auy 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 sueh rate of interest payable by a scheduled hank
on its deposits; or

lV) any payment of remuneration to any partner
who is a whole-time working partner, which is autho
rised 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
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the amount of such payment to all the partners du
ring the previous year exceeds the aBgre!ate amount
computed as hereunder:- .

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

ljX-4U(DJ/H8

(a) on the first Rs. 50,000
of the book-profit

(b) on the next Rs 50,000
of the book-profit

(c) on the balance
of the book-profit

at the rate of 90
per cent;

at the rate of 65
per cent.;

at the rate of 40
per cent.;

(2) in the case of any other firm,-

(a) on the first Rs, 50,000
of the book-profit

(b) on the next Rs, 50,000
of the book-profit

(c) on the balance
of the book-profit

Explanation I.-In this clause,-

at the rate of 75
per cent.:

at the rate of 50
per cent.;

at the rate of 25
1";r cent.

(a) "whole-time working 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;

(b) "book-profit" means the profit which would
have been computed in accordance with the provisions
of Parts I! and II! of the Sixth Schedule to the Com-
panies Act, 1956 if those provisions had been applicable I of 1956
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
under Chapter VI-A as increased by the following
amounts if they have been taken into account in arriving
at such profits-
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(1) the aggregate amount of the remuneration and
theiDterest to all the partners .of-the firm;

-"',
(2) incomestex; ,,: (, \, J '),' i 3'-{ t r

'(3) reservesorprovieions of any kind;

(4) depreciation;

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

(c) "fCheduledbank" shall have the same meaning
as is assigned to it in the Explanation to clause (viia)
of sub-section (I) of section 36. .

Explanation 2.-Where an individual is a partner in
a firm on behalf, or for the benefit, of ,ny other person
(such partner and the other person being hereinafter
referred to as "partner in a representative. capacity" and
"person So represented", respectively),---,., '.

(i) interes t paid by the firm to such individual other- .
wise than as partner in a representative capacity, shall
not be taken into account for the purposes of this clause;

(ii) interest paid by the film to such individual as
partner in a representative capacity and interest .paid;;by,
the firm to the person so represented shall be .taken int...,
account for the 'purposes of this clause.

Explanation :-. Where an individual is a partner in
a-firm: otherwise than as partner in ? representative .eapa
city, interest paid by the finn, to such individual shall:
nor be taken into account for-the purposes of this clause,
if 'such interest Is received by him en behalf', or for the
benefit, ;of any other person;'

. .

(ba) in the case of an association of persons or body
of individuals '[other nan a company ora co-operative.
society 'or a society registered under tbe Societies Rep'

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
whatever name called, made by such association Or body
to a member of such association or boby,



EX-4O(D)f88

-.

Amend
ment of
section
43B

21

Explanation I.-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
interest. \0 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 i,lll",e$J>y the.l)lember to the association or body.

.I:j'j-'~LA;, :.,' I"", " '0

,J,xp\anjlJjjlj/ kW!>M'l ,~n ill\lividual is a, mel)l~ I'J
an association or body on behalf, or for the beneli't, 'of
any other person (such memher and the other person
being hereinafter referred to as "member in a representa
tiYD,JlllPllCi!y"" al!4::pers\ln so represented", ,respectively),-

. (~""'J0r;njh ',j " :.r .. ,; I'·.,;· '. ;, ,',,:;.1'
(il,·iJIte~1 paid :bY .the associMion or,bo)1y,If!

such individual or by such individual to the associa
tion or body otherwise than as member in a repre

,sllll~tive capacity, shall not he taken into account
. for the porposes of this clause;

. (ii) .interest paid by the association or body to
-: such individual Or by such individual to the associa
,'UPn or. body lIS member in a representative capaci

Jy alii! iaterest paid by the association or body to
the person So represented or by the person so repre

.. jented .to ,the association or body, shall be taken
.,into .IlCClQUllt for the purposes of this .clause,
.~: ::' i':/ i~ ) ,<,' "; _ '

,,1'xi$M!ion,,3..--,-Where,.aQ;)ndiyidUal is a memberof
an association or body otherwise than as member in a
represensative .capacitj, 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 him on behalf, or for the benefit, of any
other person;';

1"J~; ,"i:',', ',. ,'... ' .i..'. ,'·,c •.. " '..' .~ ';'.'

14.",ln.,lleClion 4\li\,o(., the .Inceme-tax Aet,- . ',,'
",(a)" i....ub-section (3), for.rbe words "two tho'!.'and

fiV~"'l¥~, rnpaes)',whe1l\v.er !lteyoccllr. th~ ,word. "\Oil
tbOI1' llilli "up~:l ~hlllr ,h,esllhstill:lted;,

',':-fed ~·,ti;·;·~.~ r.'.-"'". ~j;"., ;'.,;,,:, -' ;:";'. .; ", .;'nd,

.' ,,(b) "]S11\!,s~illll>') 5);l\lld (li}lI1!3ll ,ll!l omitted·",
, (I .·.,'!l d'j;;{n "( .. ' ".·'<.-;i; ' .. ,'--~' ;' ,":" .-',

15.->tI~,~onj4JB;; llJd~Inc;<>_~ Al't,-. '.;'
t r(ij).. il)fI I;!1l1l'.'1dh), ,th~, w,!'lli .~nr'.shall~, insetted

at the end;·, "" ".,.'
(b) after clause (b). the 'following clause shall be

inserted, namely:-

Amend
meat. of
40A

"

•
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''(c) any sum referred to in clause (ii)
section 36,";

of sUI>< Section (I) of •
"

(c) in the first' proviso (as inserted by section 10 of
the Finance Act, 1987), after the word, brackets and let- 11 of 1987
ter "clause (a)', the words, brackets and letter forclause
(e)' sballbe inserted; ,

(d) the Explanation shalI be numbered as Explana
tion 1, and after Explanation I as so numbered, the
following Explanation shall be inserted, namely.->

Insertion
of new
section
S4A.

, "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
cing on the 1st day of April. 1988, or any earlier
assessment year) in which the liability to paysuch
sum was incurred by the assessee, shall not be enti
tied to any deduction, under this section in respect
of such sum in computing the income of the pre..

','vious year in which tbe sum is actually paidbyhim",

16.' After section 54 of the Income-tax Act, the follo
wing section shall be inserted namely:-

-,
•

Relief '54A. (I) Where the capital gain arises from the
of tax on transfer of a long term capital asset, being property spt-
capital gains cified in sub-section (~) (th~ capital asset s~ lranf.er~~
on transfer being hereefter in this section referred to as the Ol1gI.i.
of property nat asset), and the assessee has, during the previous
held under year in which the transfer took place or within a period
trust for of six months after the close of such previous year-,ae-
charitable quired an other capital asset (such asset being hereaf-
or reli- ter in this section referred to as the new asset), to be
gious pur- held for the same purposes as those for which the ori
poses or by. ginal asset was held, -then, the capital gain arising from
certain insti- the transfer shall be dealt with In accordance with the
tutions. following provisions, that is to say,-

(a) if the cost of the new asset is not less than the
net consideration in res~ct of the original asset, the
whole of such capital gam shall not be charged under
section 45;
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(b) 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 cas. where the transfer 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 on the
date of such transfer but is received after the expiry of
the previous year, the period of six months referred to
in this section shall, in relation to so much of such com
pensation as is not received before such expiry, be reck
oned from the date immediately following the date on
which such compensation is received by the assessee,

(2) The property referred to in sub-section (I) shall
be the following, namely:-

(a) property held under trust wholly for charita
ble or religious purposes in India or by an institu
tion established wholly for such purposes in India;

(h) property held under trust in part only for
charitable or religious purposes in India the trust
having been created before the commencement of
this Act;

(c) property held under a trust created on or af
ter the ·Ist 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 held by a trust or institution of na
tional importance referred to in clause (d) of sub
section (I) of section 80F.

(3) In the case of" a capital asset being property
falling under clause~bl of sub-section (2) the provisions
of sub-section (I) 11 apply only to that fraction of
the capital gain arising from the transfer of such capital
asset which represents the extent to which the income
derived froni the capital asset transferred was, immedia
telr before such transfer, applicable to charitable or re-
ligIOUS purposes. '

Ex-1O(D)/88

-'" ......
"
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in sub-sec-

•

Explanation.-In this section, "net consideration" shall
have the meaning assigned to it in Explanation 5 below
sub-section (I) of section 54E.'.

17. In section 64 of the Income-tax Act,
tion (l),~

(a) clause (i) shall be omitted;

(b) in clause (ii), for the proviso, the following
proviso shall be substituted, namely:-·

"Provided that nothing in this elause shall apply
in relation to any such income arising to the spouse
from a firm carrying on any such profession as is re
ferred to in sub-section (I) of section 44AA, where
the spouse possesses any technical or professional
qualification in the nature of a degree or diploma
of a unl.versity within the meaning of clause (c) of
the Explanation below sub-section (2B) of section
32A.n., ,

(c) 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,"
shall be omitted;

(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 btlng a mar-
ried daughter)" shall be omitted; .

(f) in clause (vii), the brackets and words "(not
being a married daughter)" shall be omitted; .

(g) for Explanation I, the following Explanation
shall be substituted, namely :-

"Explanation I.-For the. purposes of clause
(ii), the individual, in computing whose total income
the income referred to in that claus; is to be inclu
ded, shall be the hushand 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 succeeding 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.";

Amend
ment of
section 64.

-~

•
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(hI Explanation IA and Explanation 2A shall be
omitted;

(i) for Explanatio.i 3, he following Explanation
shall be substituted namely :-

"Explanation 3 -Fo,' the purposes of clauses
(iv), (v) and (vi), where the assets transferred direc
tly or indirectly by an in Iividu.il 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) in any business, such inves.rnent being not
in the nature of contribution of capital as a partner
in a firm or, as the case may be, for being admit
ted to the benefits of partnership in a firm, that
part of the income arising out or the business to
the transferee in any previous year, which bears the
same proportion to the Tncorne of the transferee
from the business as the value of th~ a ssets aforesaid
as on the first day of the previo rr year be irs to the
total investment in the business by the transferee as
on the said day;

(ii) in the nature of contributio i of capital as
a partner in a firm or, as the case may be. 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 investme-nt by way of
capital contribution as a partner in the firm as on
the said day,

shall be included in the total income of the indi
vidual in that previous year.".

18. For section 67 of the Income-tax Act, the fol
lowing section shall be substitoted, namely:-

Substitu
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 body of individuals wherein the shares of the a member's
members are determinate and known [other than a share in the
company or a co-operative society or a society regis- income -of
tered under the Societies Registration Act, 1860 or association
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under any law corresponding to that Act in force in of persons
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,
nameiy:-

(a) any interest, salary, bonus, commission or
remuneration 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
bo.iy and the balance ascertained and apportioned
among 'the members in the proportions in which
they are entitled to share in tbe income of the asso
ciation or body;

(b) where the amount apportioned to a member
under clause (a) is a profit, an)' interest, salary, bo
nus. commission 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;

(c) where the amount apportioned. to a member
under clause (a) isa loss, any interest, salary boo
nus, commission or remuneration aforesaid paid to
the member by the association or body in respect
of the previous year sball be adjusted against that
amount, and the resuit shall be treated as the mem
be-T'S sbare 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 (l), shall, for the purposes of assessment, be
apportioned 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 ty him for the purposes of investment in
the association or .body shall, io competing his share
chargeable under the head "Profits and gains of
business or profession" in. respect of his share in
the~income of the- association or body, be deducted

from his share.

Bxplariation.c-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
tions 75,16 and
77
Amendment of
section n.

19. Sections 75,76 aod 77 of the Income-tax Act
sha ll be omitted. "

.
20. In sectio n 78 Of the Income-ta x. / ct , for sub-

section (1), the following sub-sec tion ' shall be su b-
stituted, namely r-s- .,' -c.

- - ~. ~ . ' ,,~

"(1) Where a change has occurred in the consti
tution of a . fi rm, nothing in thi s Chapte r sball eo
title tbe firm to have carr ied forward - and set off
( 0 much of the loss pro portionate to the. sha re .of a
ret ired or deceased partner as .exceeds'! his share of
prof its, if any, in the firm in respect- of the ' pre-
vious year." , ' '- -

Amendment. of
section 80A.

2 I. In section ~OA Of tbe
sub-setion (3), the following
substituted , namely:-

Income-tax Act , for
sub-section shall-be

, ,
-'.-

"(3) Where in computing the total income of an
association of perso ns or a body o f individuals any
ded uction is admissible under sectio n 80G : or. , sec
tion SOHH or section 80HHA or sect ion :80HHB or
section 80HHC or section So--I or section 80l, no
deduction under the same section ' shall be made in
computing the total income of a member of the
association of persons or body (If individuals in re
lation to the share of such member in the income
of the association Of, body" ,

Amendment of 22. In section 80B of the Income-tax Act, clau-
section 80B. : ..ses (2), (4), (6) and (S)' sha ll be omitted;

, .~ ., . ,.. . ,.,'..... ~, '.

Omission of sec- 23. Fection SOE of theIneorne-tax Act shaH be
tion 80E. - ommitted. :. " '; ..•. ' -, ,. ; '; ; ~ "

::. ;': ..;- . _:;:;: ; :· l. :-:-,v : . '"
Insertion of new 24.t-After section 8OE· of t,be Incon.e..ta :'( ~Aetas so
section 80F. omitted, the following section ' sha ll bev.inserted.

narnely.-;

tal a person in receipt of income derived from
property held under trust wholly , for charitable or
religious purposes in Ind ia or by an institution esta 
blisbed wholly for such purposes in India ; or ,

Deduction in res- '80F. ( Il In
pect of amounts assessee, being
ap plied for cha
ritable or reli
gious purposes,
etc.

computing the total income of an

. ' . ,

•

(b) a pers on in receipt of income der ived fro m
property held under tr ust 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 crea ted on or after the
1st day of April, 1952, or by an institution establi sed
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 ) atrust or institution decla red by the Boa rd,
t 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

r trust or establishing the institution, t he 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 Indi a by rhe person
referred to in clau se ' (a), or by the trust or institution

'T r~ rerred to in clause (d). during the previous year
wholly and exclus ively to tbe purposes of the trust

r: . or institution; JU,
Iii) an y am ou nt applied in Ind ia by the person

referred to in clause (b) during the previous year
wholly and exclusively to tbe charitable or religious
purpo ses of the trust ;

(iii) anyamount applied ontside India by the per
son referred to in clause (c) during tbe previous year
Wholly eand exclusively for the benefit of citizens
of India abroad Or for promoting international wel
fare in which India is interested, where tb e Board
has, by .general Ol, 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 rl
with a scheme framed by such .person and apporved
by the Board and notified in the Official Gaze tte;

, ~ (iv) t any amour invested or deposited during the
previous .year in such form or mode. in such. manner
and for such period as may be prescribed , where

I u~ I

.. ~r. 111

11 b da
-1 "

I
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such investment or deposit is held by such person
Of, as the case may be, trust Or imtitution, for a
period of not less than six months ending with the
due date for furnishing the return of income 'under
sub-section (I) of section 139,

(2) The deductio~ under sub-section (I) shall not
be allowed unless the following conditions are ful
filled, namely ,-

:(a) the person in receipt of the income Of, as
the.case may be, the trust or institution has Imade
an, application for registration of the trust or iq$t,itu
lion in the prescribed form and in the pre@bed
manaer.ro tbe Commissioner or any o,ther auillllri'y
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 establi!hmentoqhe institution ,

. ,: J.., -. ,",. ,"

" ,Proyided that. the Commissioner orthe authority
so prescribed may, in lItis OJ its. discretion, adH1h an
application for the registration of any trust or
institution aft,er"the period aforesaid. ' ,,

.Explanation.c- Where all application for rei!stra
tion of the trust or iastitution has' been malle to
the Commissioner In accordance with theprovisions
of section )2A as it, stood immediately, before the

, lst day of ,April, 1989"th¢ requirements. of this
clause shall be deemed tohave been compliedwith;

(b) "here the gross total income of the trust
or institution for the previous year exceeds .fifty
thousand rupees, the accounts of the trust orinsti
tution for the previous year have been audited 'by an
accountant as defined in the Explanation below sub
section (2'i of section 288 and the personin receipt
of the income furnishes along with the returu' of
income for the relevant assessment year the report
of suchandit in the prescribed form duly signed and

. verified by suchaccountant . and setting forth "such
,particulars as may he .preS\'pbed i,· ., , ..'

(~) . snch otherconditions as the' Board rD:aY'.hii
vingvregard to the interests. or ,qua9~\lm'i;f" the
revenue, by: general or- special ,or~er" ·impQse,<1I..l\d
such conditions may incladea p\)ndi1lOn, th~! a: 1)6mi
nee of the Board shall, notwllhshndmg' anything
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 Board of trustees of the
said trust or, as the case may be, the governing bo
dy of the institution.

(3) The deduction under sub-section (1) shall not
be allowed wbere-

(a) any part of tbe 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;

(c)(i) 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

dB in the case of a trust or institution whenever
created 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 results directly in conferring any
benefit, amenity or perquisite (whether convertible
into money or not) on any interested person; or

(c) 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 (I):

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
virions of sub-cla u rc 0 r sub-clause (ii) of clause (c)
would result in grave hardship to the trust or institu
tion, allow the deduction wholly or to such extent as
be 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 trust or ins
titution created or established before the commencement
of this Act, the provisions of sub-clause (ii) of clause
(c) shall not apply to any use or application, whether
directly or indirectly, of any part of such income or a.1Y
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 institution.

(4) Without prejudice to the generality of the pro
visions of clause (c) of sub-section (3), the income or
the property of the trust or institution Or any part of
such income or property shall, for the purposes of that
clause, be deemed to have been used or applied in a
manner which results directly or indirectly in conferrir g
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 to
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;

(c) 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 institution for services rendered by that
person to such trust or institution and the amount
so paid is in excess of what may he 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) any share, security or other property is
purchased by or on behalf of the trust Or institution
from any interested person during the previous year
for a consideration which is more than adequate;

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



Ex...-4O(D /88 32

interested person during the previous year for a
consideration which is less than adequate;

(g) 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 (I) ill 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
is held is realised or converted into cash the amount so
realised or converted into cash shall, notwithstanding
anything contained in any other provision of this
Act, be deemed to be the income of the assessee of the
previous year in ,... hich it is so realised or converted
and shall be chargeable to tax accordingly.

(6) The deduction under sub-section (I) 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 institution 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 t te 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 or
institution.
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. (7) Where the property referred to in clause (a) or
claus. (b) or clause (c) of sub-section (I) 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 accounts 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;

(c) the provisions of sections 71 and 72 shall
not be applicable in I elation to any loss pertaining
to such business;

(d) any amount referred to in clause (n or
clause (ii) 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--

(i) such amount is so applied during the previous

year~i8rsuch amount is So applied during the finan
cial year next following the previous year and, until
it i& 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
ehargeble 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 aU
the provision of this Act shall apply accordingly;

(e) any amount referred to in clause (iv) of sub-sec
tion (1) shall not he 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 (I) 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) money-lending or financing in any form; or

(C) speculation in securities or shares or any
other commodities; or

(0) engaging in tbe conduct of, or participating
in, any lottery or crossword puzzle, races including
horse races, card games or other games of any sort
or gambiing or betting of any form or natnre
whatsoever; Or

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

(ii) 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 individuals 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 condition s 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.

J
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(iv)

(iii)

Explanation I.-for the porposes of this section,

(a) "interested person" means-

[i] the author of the trust or the founder of the
institution;

(ii) 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 tbe institution;

(v) 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), (iii), (iv), and [v} has a sub
stantial interest;

(b) "relative," in relation to an individual, means.c-

(i) spouse of the individual;

(ii) brother or sister of the individual;

brother or sister of the spouse of the indivi
dual;
auy 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
(ii), 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;

(c) "scbeduled bank" sball have the same meaning
as in clause (ii) of the Ex lanation to clause (viia) of
sub-section (1) of section 36;
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(d) "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 institution 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 commnnity 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 concem,-

(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 beneficiaIly by sucb.
person or partly by such person and partly by one
or more of the other persons referred to to clause
(a) of Explanation I;

(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 I 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,-

(a) in sub-section (I), in clause (i), for the words, Amend
brackets, figures and letter "sub-clause (iiia) or in", the ment of
words, brackets, figures and letters "sub-clause (iiia) or section
sub- clause(illd) or sub-clause (iiie) or" shall be substituted; 80G.

(b) in sub-section (2), after sub-clause (iiic) of
clause (8), the following sub-clauses shall be inserted,
Illlmoly:-

"(iiid) the rural development fund set up and
notified by the Central Government in this behalf; or

(iiie) a trust or institution of national impor
tance referred to in clause (b) of sub-section (I) of
section SOF which has as its main object the under
taking of scientific research or carrying out of any
rural development programme or any prograrlmte of
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conservation of natural resources or of afforestation
of wasteland; or";

&---40(0)/88

•

Omiss'on
of section
80GGA.

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

"(4) Where the aggregate of ihe 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 which the a,~s~sse¢ 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 shalt be ignored for the purpose of
computing the aggregate of the sums in respect of
which deduction is to be allowed under s'.Jb section
(1).";

(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 i23AA) or clause
(23C) of section 10, or the trust or institution [other
than the trust or institution referred to in sub-clause
(iiie) of clause (a) of sub-section (2)] is eligible for
the deduction under section 80F;";

(e) in Explanation 2, for clauses [i] and (ii), the
following clauses shall be substituted, namely:-

U(i) that, subsequent to t l e donation, the
trust Or institution has become ineligible for the de
duc-tion under section ~OF 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 capital of that concern;";

26. Section 80GGA of the Income-tax Act shall be
omitted. .
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Amendment
of section
80L.

27. In section 80-L of the Income-tax Act, in
sub-section (I), after clause (v), the following clause
shall be inserted wi. effect from the lst day of April,
1988, namely:-

"(va) income received in respect of units of a
Mutual Fund specified under clause (23D) of sec
tion 10;".

Omission of 28. Section ~OQQ of the Income-tax Act shall be
section 8OQQ. omitted.

Substitution
of new see
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. Fer- section 86 of the Income-tax Act, the
following section shall be substituted, uamely:-

"86. Where the assessee is a member ofan associa
tion of persons or body of individuals [other than a
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 inforee
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,-

(a) 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 a 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 iresaid
-: 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
tax Act, the following sections shall be substituted with
effect from the 1st day of April, 1998, namely.-

21 of 1860

Substitution
of new soc
tions fot
sections 116
117 and 118.

J
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54 of 1963.
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. "116. There shall be the following classes of Income-tax
income-fax authorities for the purposes of this Act, authorities
namely:

<a) the Central Board of Direct Taxes consti
tuted under the Central Boards of Revenue Act,
1963,

(h) Directors-General of Income-tax Or Chief
Commissioners of Income-tax, .

(c) Directors of Income-tax or Commissioners
of Income-tax or Commissioners of Income-tax
(Appeals),

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

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

(f) Income-tax Officers,

(g) Tax Recovery Officers,
(
(h) Inspectors of Income-tax.

117. (I) The Central Government may appoint
such persons as it thinks fit to be income-tax au
thorities.

(2) Without prejudice to the provisions of sub
section (l), and subject to the rules and orders of
the Ce ntral 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 ot persons in public services and posts. 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.

Appoint
ment of in
come-tax
authorities.
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Control of' in
come-tax authori
ties.

Jurisdiction of
income-tax ou
thorities.

"120. (0 Income-tax authorities shall exercise
all or any of the powers and perform all or any
of the functions conferred on or, as the case may be,
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 any of those authorities.

(2) The directions of the Board under sub-sec
tion (1) may authorise any other income-tax autho
rity to issue 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.

(1) 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 anyone or more of the following criteria
namely:-

(a) territorial area;

(b) persons or classes of persons;

(c) incomes or classes of income; and

. (d) cases or classes of cases.

(4) Without prejudice to the provisions of sub
sections (I) and (2), the Board may, by general or

(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.

32. For section 120 of the Income-tax Act, the fo
llowing section shall be substituted with effect from
the lsr day of April, 1988, namely:-

118. The Board may, by notification in the
Official Gazette, direct that any income-tax autho
rity or authorities specified in the notification shall
be subordinate to such olber income-tax authori~

or Authorities as may be specified in such notiff
cation.",

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

Sobstitution
of new sec
tion for lee
tion 120.

Amendment
of section
119.
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special orders- and-subject to such conditions, restric
tions or limitations as may be specified tberein,-

(a) authorise any Director-General Or Director
to perform such functions of ·any other income-tax
autl;writY'1>8 ,nt.y be assignedto bim by the Board;

(b) empower tbe Director-General or Cbief Com
missioner or Commisioner to issue orders in writing
that the powers and functions conferred OD, 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 persons or incomes or classes of
income or cases or classes of cases, shall be exercised or
performed by a Deputy Commissioner, and, where any
order is made-under this clause, references in anyother
provisionof this Actor in any rule made thereunder
to tbe 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 (l)and (2) may, wherever considered
necessary or appropriatefor the ,proper management
of the work, require to or more Assessing Officers
(whether or not of the same ciass) to exercise and
perform; concurrently, the powers and functions in
respect of any: area or persons or classes of persons
or incomes Of' classes of income,or cases or classes of
cases;.and where such powers and functions are exer
cised and performed concurrently.by tbe Assessing
Officers of different classes, any authority lower .0

rank amongst them sball excercise tbe powers and per
form, the functions as any higher anthorityamongst
them may direct, and, further. references in any.other
provision of this Act or in any rule made thereunder
.to the Assessing Offieer shall be deemed to be referen

, ces to such higher authority and any provision of
this Act requiring approval or sanction of any sncb

, authority shall not apply.

'(6) Notwithstanding anytbing contained in any
-direction or order issued under this section, or in
section 124. the Board may, by not f'ic.ni.in in the

< Official Gazette, direct that for tbe purpose of furni
shing. of tbe return of income or the doing 0 f any

::other act or t4ing' 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 notifieation".

33. Sections 121, 121A. 122, 123, 125, 125A, 126,
128, 130 and 130A of the Income-taxAct shall be omitted
with effect from the 1st day of April, 1988.

34. For section 124 of the Income-tax Act, the
following section shall be substituted with effect from
the 1st day of Aprit,1988, namely :-

"124. (I) Where, by virtue of any direction or
order issued under sub-section (I) or sub-section (2) of
section 120, the Assessing Officer has been vested with
jurisdiction over any area, within the limits of such
area, he shall have jurisdiction-

(a) 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 a.
to whether an Assessing Officer has jurisdiction to assess
any person, the question shall be determined by the Di
rector-General or the Chief Comntissioner or the Com
missioner; of where the question ilJ one relating to areas
within the jurisdiction.of different Directors General or
Chief Commissioners or Commissioners, by the Directors
General or Chief Comntissioners or Commissioners
concerned or, if they are not in agreement by the Board
or by such Director General or Chief Comntissioner or
Commissioner or as the" Board may. by notiffication in
the OfIiciaI Gazette, specify.,

Omission
ofsce
tions 121.
121A,I22,
123, 125,

125A,
126, 128,
130 and

130A.

Substitu
tion of

new sec
tion for
section

124.

Jurisdic
tion of

Assessing
Officers.

•

J
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(3) No person shall be entitled to call in question
the jurisdiction of an Assessing Officer-

(a) where he has made a return under sub-section
(I) of section 139, after the expiry of one month from
the date on which he was served with a notice under
sub-section (I) of section 142 or sub-section (2l of sec
tion 143 or 8fter the completion of the assessment; which
ever earlier;

(b) where he has made no such return, after the
expiry of the time allowed by the notice under sub
section (I) 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 earlier.

(4) Subject to the provisions of sub-section (3).
where an assessee calls inquestionthe 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 asses..
ment is made.

(5) Notwithstanding anything contained in this sec
tion or in any direction or order issued under section
120, every Assessing Officer sball 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 f- risdiction by virtue of the directions or orders
issue under sub-section (I) or sub-section (1) of see
tion 120.".

Substitu
tion of
Dew sec
tion for
section 127.

Power to
transfer
eases,

35. For section 127 of the Income-tax Act, the
following section shall be substituted with effect from
the 1st day of April, 1988, namely :-

'127. (I) The liireetor General nr Chief Commi
ssioner Or Commissioner may, after giving the assessee a
reasonable apportunity of bemg heard in the matter,
wherever it '" posaible to do so, and after recording bis
reasons for doing so, transfer any case from one or mor :
Aaaessing Officers subordiuate to him (whether with or
without concurrent jurisdiction) to any other Asaesaing
Officers or Assessing Officers- (Whether with or witllout
concurrent jurisdiction) also aub-ordlnate to him.
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(Z) \Vhere the Assessing Officer or Assessing Officers
from whom the case is to be transferred and the Asse
ssing Officer or Assessing Officers to whom the case is
to be' transferred are not subordinate to the same Di
rector General or Chief Commissioner or Ccmmissionerv-

(a) where the Directors General or Chief
Commissioners or Commissioners to whow such
Assessing Officers are subordinate arc in agreement,
then the Director General or Chief Commissioner or
Commissioner'from whose jurisdiction the c-se is to be
transferred may. after giving the assessee a reasona
ble opportunuy of being beard in the matter, where
ver it is possible to do so, and after 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 General or Chief Commissioner or Commissioner
as the Board may, by notification in the Official
Gazzette, authorise in this behalf.

,
. (3) Nothing in sub-section..(11 or sub-section (2)

shall be deemed to require any snch opportunity to be
~ given where the transfer is' from any Assessing Officer
or Assessing Officers (whether with or without concurrent
Jurisdiction) to any other Assessing Officer or Assessing
Officers (whether with 'OT without concurrent jurisdic
tion) and the offices of all such officer s are situated in
the same city, locality or place.

. (4) The transfer of a case under sub-sectiorut) or .snb-
.. section (Z) may be made at any stage of the proceedings,

and.shall not render necessary the re-issue 0; any notice
already issued bythe Assessing Drticer or Assessing Offi
cers from whom the case is transferred.

Explanation ~ In section iZIY and this section, the
word "case" in relation to any person whose name is
specified in any ,order 'or direction issued thereunder,
means all proceedings under this Act, in respect of any
year which maybe pending on the dale of such order
or,direction or which may have been completed on or
before-such dale, and includes also all proceedings under
thiS Act whith may be commenced after the date of
such order Of' direction ill r-espect of any year/

r
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- 36 In section 131 of the Income-tax Act,- Amend-
ment of

(a) in sub-section (IA), for the words "If the section 131.
Assistant Director of Insrcction". the WOfGS, brackets
and figures "If the Director General or Director. or the
aut or.sed officer referred to in sub section (I) vf sec
rion 131, before he takes action under clauses (i) to (v)
O! that sub-section", shall be substituted;

(b) sub-section (2, shall b- o-nitted.

Amend- .)/ . .tu tic"':li,',{, jj2 '--'[ the Income-tax Acr.c-
ment of
section 132. (a) in sub-se -t'on (1),-

':i) f.rr the \\ ~rd\ "or Incoc.e-tax o:ncer"eccurri'~g

in c;auc:: (A} a,':c' )3", the v.ord- "Assistant :r-!l'ic.issi;)
ner or Income-tax Officer" shall be substituted;

(ii) in the proviso, for the word and figures "sec
tion 121", the word and finures "section 120" shall be
substitute-i; "

(bl in sub-section (1 '\\. f,'r the word and flgurcs
"sccuo., '21", the \\1' r -' "and figures «section 120" shall
be subsitituted;

(C) in s: b-section 1'\ the following Explanation
sh-It be inserted at the end, namely,-

"Explanation - For the removal of doubts, it is
hereby declared that serving of an order as aforesaid
under this sub-scc.ion sh-Il not he de-emed to be.seizure
of such books of account, other dccuments, money,
bullion, jewellery cr other valua-ite article or th ngunder
clause (iii) of sub-section J)";

(d) in sub-section (4), the following Explanation.
shall be im':rt~C: ,~~ the end, namely.v->

"Explanation c--. For the re .iov il of doubts, it is
he' eby declared that th'~ cxamio- tic 1 of a1\Y person
under this SUb-section 1''',< be not merely in respect of
a-v books of account. other documents or assets found
as ¥ a re-ulr of the search but also in respect of all rna
ttes relevant- for the -urposcs of any i'"v~stigation con-
nected « irh any proceeding under the Indian Income-tax 1) of 1922
Act, 1922, or under this Act";

(e) after sub-section (8), the following sub-section
shall be inserted, namely.-c-
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"(8A) Ao under sub-section (3) shall not be in force
for a period exceeding sixty days from the date of the
order, except where the authorised officer, for reasons
to be recorded hy him in writing, extends the period of
operation of the order beyond sixty days, after abtaining
the approval of tbe 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,
jewelleryor other valnable 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,-

(a) in clause (4), for the words "four hundred
rupees", the words "one thousand rupees, or such
higher 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. In section 138 of the Income-tax Act, in sub
section (1),-

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

Amend
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ment made under this Act or under the Indian In
come-tax Act 1922", tt.e following shall be substitu
ted, namely:-

•"received or obtained by any income-tax autho-
city in the performance of his functions under this
Act":,

(ii) in clause (h),-

(!) 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 after the Ist
day of April, 1960", the words "received or obtai
ned by any income-tax authority in the performan
ce of hi. 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 tbe Income-tax Act,-

(a) for suh-section \11, the following sub-section
shall be substituted. namety r-s-

'(I) Every person, if his total income or the to
tal income of any other person in respect of which
he is assessahle 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 he prescribed.

Explanation.-In this SUb-section, Hdue date"
means- .

(a) where the assessee is a company the 31st
day of December of t'te assessment year;

(h) where the assessee is a person, other than
a 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 assessment year;

Ex~(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 P. case falling under
sub-clause (i], the 31st day of August of the assess
ment year;

(iii) in any other case, the nth day of June of
the assessment year.';

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

(c) in sub-section (3) las amended by section 12 of 46 of 1986
the Taxation Laws (Amendment »nd 'vliscellaneous Pro-
visions I Act, .986],-

(i] the words, brackets and figure "bas not
been served with a notice ur.cer suo-section (2),"
shall be omitted;

(iD the words "or by the .hirty-f'irst day of
July of tile n-sessment year relevant to the previous
year during which the loss was sustained" shall be
omitted;

Id) for sub-sections (4) and (4"'-), the following
sub-sectio..s shell be substituted, namely: -

"(4) Any pe-son who has not furnished a return
within the time allowed to him under sub-a-ction
{I], or within the time allowed under a notice issued
under sub- section (I) of section 142, may furnish
the return for any previous year at any tune before
the expiry of one year from the c id of he relevant
assessment year or before the complc. ion Of the
assessment. whichever is earlier:

Provided that where the return relates to a pre
vious year relevant to the assessment vear com .nen
cing on the lst day of April, J9E8, or any earlier
assessment year, t-e reference 10 one year aforesaid
shall be construed as a reference 0 two vears from
the end of the relevant assessment year. .

(4A) Every person, trust or institution referred
to in sub-section (I! of section 80F shall, if the
total income in 'respect of which)uch person. trust
or instirctton is assessable nhe total income for this
purpose being computed without giving effect to the
provisions of that section) exceeds the maximum
amount which is not chargeable tc income tax, fur
nish a return of such income of the previous year,

,
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in the prescribed form and verified in the prescribed
manner and setting forth such other particulars a.
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 (I),";

(e) for sub-section (5), the following sub-section
shall be substituted, namely:- .

"(5) If any person, having furnished a return
under sub-section (I), or in pursuance of a notice
issued under sub-section (I) 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 1st day of April; 1983, 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.";

Ex-40(DI/88

(f) in sub-sections (6) and (6A), for the words, brae
kets and figures "in sub-sections (I), (2) and (3)", the
words, brackets and figures "in sub-sections (I) and (3)
of this section, and in clause (i) of sub-section (I) of
section 142" shall be substitued;

(g) sub-section (7) shall be omitted;

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

"(c) The provisions of this sub-section shall
apply in respect of the assessment for tbe assessment
year commencing on the 1st ddy of April, 1988, or
any earlier assessment year, and references therein to
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.";

(i) in sub-section (10 , in the proviso, for clauses (cI
and (d), the following clause shal1 be substituted, namely:-

"(c) a return of loss which has been furnished
in accordance with the provisionsof 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 (I) of section SOF;".

. 43. In section 139A of the Income-tax Act,-
Ii) in sub-sections (I) and (2), for the words "any

accounting year", the words "any previous year" shall
be substituted;

(li) 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 lbe Explanation, clause (a) 'hall be omitted.

44. In section 140 of the Income-tax Act,-
(i) for clause (a), the following clause shall be substi
tused, namely:

"(a) in the case of an individual,

(i) by the individual himself;

(ii) where he is absent from India, by the in
dividual 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 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 (u)
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 tltt return :

Amend,
ment of
section
139A
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Provided further tbat,-

(8) 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 (I) of section 178;

(d) 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;"; .

(Iii) after clause (d), tho following clause shall be
inserted, namely:-

..(dd) in the case of a political party referred
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);",

45. In section 140A of the Income-tax Act,
(a) in sub-section (1),-
(i) for the words "the assessee sball be liable to

pay such tax before furnishing the return and the
return shall be accompanied by proof of payment
of such tax", the following shall be substituted,
namely:-

Ex-40(O)/88

"the assessee shall be liable to pay such tax, toge
ther with interest payable under any provision of
this Act for auy 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" .,

(iil 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 tbe 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 he adjusted tow~ the tax payable:';
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(b) for sub-section (3), the following sub-section
shall be substituted, nameiy:-

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

. 46. Section i4iA of the Income-tax Act, shall be
omitted.

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

(a) in the opening paragraph, for the words,
brackets and figures "or to whom a notice bas been
issued under sub-section (2) of section 139 (whether
a return has been made or not)". the words, brac
kets and figure U OT in whose case the time allowed
under sub-section (I) -of that section for furnishing
the return has expired" shall lie substituted;

'(b) clauses (i) and (ii) shall be re-numbered as clau
ses (ii) and (iii) thereof respectively, and before clause
(ii) as so re-numbered, the following clause shall he in
serted, namelyr->-

U(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 0
therparticulars as may be prescribed, or".

Substitution of 4. For section 143 of the Income-tax Act, the fo
new section llowing section shatl be SUbstituted, namely:-
for section i43. •

Omissionof
section i4i
A.

Amendment
of section
i42.

Assessment.
"[4~. (I) (a' Where a return has been made under

section 139, or in response to a notice under sub-sec-
tion(!) of section 142.- .

(i) if any tax or interest is found due on the
basis of such return, after adjustment of any tax
deducted at source, any edvance tax paid and any
amount paid otbeewise by .way. of tax or interest,
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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 sa 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

(ii) if any refund is due on 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 income Or loss declared
in the return, namely.-c-

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

{ii) any Joss 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, allo
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 orderof 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 clauseta), there is any variation in the
carry forward loss, deduction, allowance or relief clai-
med in the return, and as a result of whicb,- .

{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 that 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 (I), 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

(a) in clause raj, for the words, brackets and figures section
"by any notice given under sub-section t2) of section 139", 144
the words, brackets and figures "under sub-section (I)
of section 139" shall be substituted;

(h) 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 (I) 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
(2) shall be omitted.

Amend
ment of
section
144A.
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51. Section 1448 of the Income-tax Act shall be omitted. Omission
of sec
tion 1448.

52. r.v. section 145 of the Income-tax Act, in sub
section (I), after the proviso, the following proviso shall
be inserted, namely:-

"Pro vided further that where no method of accoun
ting is regularly employed by the assessee, any income
by way of interest On securities' shall be chargeable to
tax as the income of the previous year in which such
interest is due to the assessee.".

53. Section 146 of the Income-tax Act shall be
Omitted.

54. For sections 147 and 148 of the Income-tax
Act, the following sections shall he substituted, namely:-

"147. If the Assessing Officer, for reasons to be
recorded by him in writing, is of the opinion that any
income chargeable to tax has escaped assessment for any
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 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 ~ ear, unless 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 or in 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 Lc-Producrion 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.

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

(a) where no 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 maximum 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;

(c) 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 Iowa rate; or

•
(iii) such income has been made the subject of ex-

cessive relief under this Act; or
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(ivl excessive loss or depreciation allowance or any
other allowance under this Act has been computed.

148. Before making the assessment, reassessment or
recomputation under section 147, the Assessing Officer
shall serve on the assessee a notice requiring him to
furnished within such period, not being less than thirty
days, as may be specified in the notice, a return of his
income or the income of any other person i i 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
setting forth such other particulars as may be prescribed;
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 139".

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

"(]) No notice under section '148 shall be issued
for the relevant assessment year.-

(a) in a case where an assessment under sub-section
(3) of section 143 or section 147 has been made for
such assessment year,-

Ex--4O(Dl/88
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(i) if four years, have elapsed fro.n the end of re
levant assessment year, unless the case falls under sub
clause (ii) 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 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 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) in any other case,-

(i) if four years have elapsed from the end of the
relevant assessment year, unless the case falls under sub
clause (ii) or sub-clause (iii):
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(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 es
caped assessment amounts to or is likely to amount to
rupees twenty-five thousand or more for that yeas;

(iii) if seven years, but not more than ten years,
have elapsed 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 previsions 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.
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57. For section 151 of the Income-tax Act,
following section shall be substituted, namely :-

the
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"151. (I) In a case where an 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
Tank of Assistant Commissioner or Deputy Commissioner:

Provided that, after tbe expiry of four years from
the end of the relevant assessment year, no such notice
shall be issued unless the Cbief 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 tban a case falling under
sub-section (I), 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 years
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 uin
circumtances falling under clause (bl of section 147".
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the words and figures "under section 147" shall be
subtituted,

59. In section 153 of the Income tax Act,-

(a). for sub-section (1), the following sub-section
shall be substituted, namely :-

"(1) No order of assessment shall be made under
section 143 or section 144 at any time after the expiry
of two 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, nametyc-s

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

Provided that where the "notice under section 148
was served on or before the 31st day of March,
1987, such assessment, r~lssesStnent or recq~I!Putation
may be made at any time up to the 31st day of
March, 1990.";

, (0) :,,~(ivrOl'E"Jl1IlItation I shall be omitted.

60. In section 154 of the Income-tax Act, for sub
section (1), the following sub-section shall be substitu
ted, namelyi-c-

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

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

(b) amend any intimation sent by it U1. ie r sub
section (1) of sectio n 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 (I), in the openiog paragraph,
for tbe words "Where in respect of any completed
assessment of a partner in a firm", the words, figu-

Amend
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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;

(c) sub-sections (5Bl, (6), (lA), (8), (8Al, (9),
(9A), (10), (lOB) and (IOC) shall be omitted with
effect from the 1st day of April, 1992.

62. In section 158 of the Income-tax Act, for the Anlend
words "Whenever a registered firm is assessed' the words, meat of
figures and letters "Whenever, in respect of the assess- section 158
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

CHARGE OF ADDITIONAL INCOME-TAX IN CERTAIN CASES >
- A<lditional... ,~ ..

income-tax
158B. (I) Where, in the case of any person, the

total income determined in the regular assessment for
any assessment year (hereafter ip,Jhis 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 Of 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 (I ),-

(a) where such person has .furhished two or
more returns of income for the 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 person shall be
treated as the returned income;
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(b) where such person fails to furnish the re
turn of income in respect of any assessm ent year
and the assessment for that year is made under
section 144, the returned income shall be taken to
be the total income on 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 taken 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 t tken to be the total income on which tax,
by way or advance tax, deduction of tax at source
and otherwise, bas been paid, and where no such
tax has been p...lid, the returned income shall be ta
ken to be nil;

(d) where such person has furnished a return
of loss under sub-section (3) of section 139 for any
assessment year, the additional income-tax under sub
section (I) shall be calculated at the rate specified
in that sub-section On the sum or, as the case may
be, the aggregate of the sums by which the loss is
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 a 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 2450, the. amount on which
the additional income-tax is payable under sub-section
(l) has been increased or reduced, as the case
n ay be, the additional income-tax shall be increased
or reduced accordingly, a nd,-

[i) in a case where the additional income-tax is
increased, the Assessing Officer shall serve 00 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
accordingly;

(ii) --.in a cases where the additional income-tax
is reduced; the excess amount paid, if any, shall
be refunded.

(4) The Chief Commissioner or Commissioner- rr.ay,
in 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 (I) by any person, if he is
satisfied that the whole or, as the case may be, any
part of tbe excess amount referred to i11 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, jf such explanation is bona fide and all the
facts relating to the same and material 1.0 the computa
tion of the assessed income or loss have been disclosed
by him:

Provided tbat-

(i) where an apr eal 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;

[ii} 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 valuable article or thing
and the assessee claims that such assets have been acqui
red by him by utilising (wholly or in part) his income,-

(a] for any previous year which .has ended be
fore the date of the search, but the return of income
for such year has not been furnished before the said
da re 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, ." .

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

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

(B) in a 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 is otherwise disclosed
to the Chief Commissioner or Commissioner before the
said date; or

(ii) the assessee, in the CQUT,ie 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 found in his possession or under
his control, hal} been acquired out of his income
which has not been disclosed so far in his return of
income to be furnished before the expiry 0" the time
specified in sub-section (I) of section 139, and also
specifies in the statement the manner in which such
income has heen derived and pays tbe tax together
with interest, if any, in respect of such income.

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

(i) in the amount of the tax payable ou the total
income as determined on regular assessment, for the
purposes of sub-section (I) of section 214A; Or

(ii) in the amount of the assessed tax, for the pur
poses of sub-section (I) of section 2318.".

- 64. In section 164 of the Income-tax Act,

(a) in sub-section (1),-

(i) in tbe opening portion, for the brackets, figures
and words "(I) Subject to the provisions of sub
sections (2) and (3), "here", the word "Where"
shall be substitutedj

(ii) in the 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 Explanation 2 shall
be omitted, .
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65. ln 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 "DO.- Association of persons-e-special
cases", and section 167A below it, the following shall
be substituted. namely:-

"DD.-Firms, association of persons and body of
individuals.

21 of 1860.
•

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

167B. (I) Where the individual shares of the mem
bers of an association of persons or body of individuals
[other than a company or a co-operative society or a
society registered under tbe 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 faling under sub-section (I)]. the total income of
any member thereof for the previous year (excluding his
share 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 lotal 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
individual 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 sucb income) are indetermi-
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tax where
shares of
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tion of per
SODS or
body of
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nate or unknown on the date of formation of such as
sociation or body or at any time thereafter.",
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67. SUb-heading "A.--Assessment of firms," and sec
tions 182 and 183 of the Income-tax Act shall be omitted.

68. For the sub-heading "Be-e-Registration of firms" be
fore section 184, and for sections 184, /85 and 186 of
the Income-tax Act, the following sections shall be sub
stituted, namely:-

"184, (I) 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
[ii] the individual shares of the partner are specified 10
that instrument. '

(2) A certified copy of the instument of partnership
referred to in sub-section (I) shall accompany the retu.n
of income of the firm or the previous year fe-r 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,
"here the return is 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
i2) shall be signed and verified by all the partners, not
being minors.

(4) 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 instruraen t 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 an the provisions of this section shall
apply accordingly. .
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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 8'iS'eSS 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 year, the firm
shall be assessed for that assessment year in the same
manner as an association of persons, and all the provi
sions of this Act shaIl apply accordingly.".

69. In section 187 of the Income-tax Act, in sub
section (I), the proviso Shall be ornmitted.

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

"IS8A. 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 Iiab!e 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 assessmest 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. ofsectionl89.

72. In chapter XVI of the Income-tax Act, after sec
tion 189, the following section shall be inserted, narnely:-

"189A. In relation to the assessment ofany firm
and its partners for the assessment year commen
cing on the 1st day of April, 1988, or any earlier
assessment year, the provisions of this Chapter as
tbey 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 April, 1988.
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74. After section 1940 of the Income-tax Act, the
following section shall be inserted with effect from the
lst day of April, 1988, namely:-

"I94E, (1) Any person assessable 'IS a firm who
is responsible for paying to a partner any Income
by way of,-

(a) interest on capital or any other sum borro
wed by it from the partner;

(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 year in which such income is credited
or paid to the partner.

t2) 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 be prescribed,
and thereupon the firm responsible 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 (I).

--~..

,

(3) Where an assessee who receives the pay
ments referred to in, sub-section (I) has, in addition,
any income other than the income referred to in sub
section (I) (not being a loss under any bead 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 (I) the particular; of such
other income and of any tax deducted thereon un
der any other provision of this Chapter, in such form
and verified in 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 (I):

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 (i) be
low tbe amount that would be so deductible if the
other income and the tax deducted thereon had not
been taken into account.

(4) Tbe firm responsible for making the pay
ment referred to in sub-section (1) rmy, 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 i96 of the Income- tax Act, the fo
of new sec- llowing sections shall be substituted with effect from the
tions for .the l st day of April, i988, namelyr-;
section 196.:

Interest or divi- "i96. 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
or certain corpo- (i) the Government, or
rations.

(ii) the Reserve Bank of India or

(iii) a corporation established by or under a
Central Act which is. under any law for foe time
being in force, exempt from income-tax on its in
come, or

(iv) a Mutual Fund specified 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 . i96A. Notwithstanding anything contained in the
deducted from foregoing provisions of this Chapter, no deduction
any sums paya- of tax shall be made by a public sector bank or a

ble to unit hoi- public financial institution referred to in clause (23D)



69 EX-40(D)/88

_,.. ders of Mutual
- 'Fund.

of section 10 from any snms payable to unit-holders
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 l st 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",

Substi
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for pay
ment of
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208. Advance tax shall be payable during a finan- Conditions
cia! year in every case where the amount of such tax of liability
payable by the assessee during that year, as computed to pay ad
in accordance with the provisions of this Chapter, rs OBC vance tax.
thousand five hundred rupees or more.'.

\

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

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

"(I) 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:-

(a) where the calculation is made by the asse
ssee for the purposes of payment of advance tax
under sub-section (I) 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 iu force in the finan
cial year;

(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

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, Of, 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 (al
or clause (b) or clause (c) shaIl, 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 Actjwhich 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-tax 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 209/\ or where the
Income-tax Officer makes an order under sub-sectiou (I)
or sub-section (3) of sectinn 210", 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-clause (ii), the following sub-clause shall
be substituted, namely:~

"(ii) 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;";

{ii) 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 (I) 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;"; .
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(c) iu sub-section (3),-
(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;

(ii) in clause (h), 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 (I) 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 shalI be substituted with effect from
the 1st day of April, 1988, namely,-

"210. (I) Every person who is liable to PlY 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 bis
current income 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
cod or in
pursuance
of order of
Assessing
Officer



Ex-40(D){88 72

(3) In the case of a person who has been already
assessed by 'hay of regular assessment in respect of the
total income of any previous year and who has not
paid any advance tax under sub-section (I), 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 penon to pay advance
tax calculated in the manner laid down in section .209,
and issue to such person a notice of demand under

. section 156 specifying the instalment or instalments in
which such tax is to be .paid.

(4) If, 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 income is furnished
by the as-essee under section 139 or in response to a
notice under sub-section (1) of section 142, or a regular
assessment of the assessee is 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 derrand under section
]56 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, specif'i ed in section 21t, of the
advance tax computed on the basis of the total income
decl ired in such return Or in respect of which the
regular assessment aforesaid has been made.

(5) A person 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 current income would
be less than the amount of the advance tax specified in
such order or amended order, send at- intimation in the
prescribed form to the Assessing Offcer to that effect
and pay such advance tax as accords with his estimate,
calculated in the manner laid down in section 209, at
the appropriate percentage thereof 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.

(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 income would exceed
the amount of advance tax specified in such order or
amended order or intimated by him under 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 w:".ole of such higher amount
of advance tax as accords with his estimate, calculated
in the manner laid down in section 209",

80. For section 211 of the Income-tax Act, the
following section shall be substituted with elfect from
the lst day of April, 1988, namely :-

"211. (1) Advance tax on the current income, cal
culated in the manner laid down in section 209 shall he
payable by all the assessees who are liable to pay the
same in three instalments during each financial year, the
due date of, and the amount payable in, each such ins
talment being as specified in the following Table

TABLE

Due date of instalment
-----

Amount payable

On or before the 15th Sep- Not less the twenty per cent.
tember of such advance tax.

On or before the 15th
December

On or before the" 15th
March

Not less than fifty per cent.
of such advance tax, as fee
duced by the amount, if any,
paid in the earlier instalment.

The whole amount of such
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 31 st 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 pursuance of an order of the Assessing Officer under
sub-section (3) or snb-section(4) of section 210 is served
after any of the due dates specified in sub-section (I}, 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
fan after the date of service of the notice of demand"..'

•
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Omission
of sections
212and213

81. Section 212 and 213 of the Income-tax Act
shall be omitted with effect from the 1st day of April,
1988.

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

(a) in sub-section (IAA), after the word and figures
"section 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-section (2), the following sub-section
shall be inserted, namely:-

"(3) This seetions 215, 216 and 217 shall not apply
in respect of any assessment for the assessment year com
rrencing on the lst 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 (IA) and sub
section -(3) of section 215] to tbe other provisions of this
Act shall be construed as references to those provisions
as for the time being in force ar.d applicable to the re
levant assessment year.".

83. In section 215 of the Income-tax Art, in sub
section (3), after the word and figures 'sertion 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 ~ct, the fol
lowing section shall be substituted with effect from the
1st day of April, 1988, namely:-

"218. If any assessee does not pay on the date spe
cified ill sub-section (I) 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 A ssessing Officer an intimation under sub
section (5) ofsection 210 or does not pay on the basis
of his 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.".

Amend
ment of
section
214.

Amend
ment of
section 215

Substitu
tion of
new section
for section
218.

When as
sessee
deemed to
be in
default.
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Arnentment
of section
222.

85. In section 220 of the Income-tax Act,- Amendment
of section

(a) in sub-section (I), for the words "thirty-live 220.
days" wherever they occur, the words "thirty days"
shalI be substituted;

(b) in sub-section (2),-

(i) for the words, brackets and ligures "lifteen per
cent. per annum from the day commencing after the end
of the period mentioned in sub section (1)", the words,
brackets and Iigure "one and one-half per cent. for every
month or part of a month comprised in the period com
mencing from the day immediately folIowing the end of
the period mentioned in sub-section (I) and ending with
the day on which the amount is paid" shalI be substituted;

(ii) 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
\4) of section 245D" shall be inserted;

(ni) after the proviso, the folIowing 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 falIs 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,-

(a) in sub-section (I), 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 folIowing shall 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:-

"(2) The Tax Recovery Officer may take action un
der sub-section (I), notwithstanding that proceedings for
recovery of the arrears by any other mode have been
taken.".

Substitution
of new
sections for
sections 223,
224 and 225.

Tax Reco
very Officer
by whom
recovery
is to be
effected.

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

"223. (I) The Tax Recovery Officer competent to
take action under section 222 shall be- .

(a) the Tax Recovery Officer within whose jurisdiction
the assessee carries on his business or profession or within
whose jurisdiction the principal place of his business or
profession is situate, or

(b) the Tax Recovery Officer within whose jurisdiction
the assessee resides or movable or inmmovableproperty of
the assessee is situate, the jurisdiction for this purpose
being the jurisdiction assigned 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 tbe Beard in persuance of section 120.

(2) Wbere 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-

(a) 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
pediting or securing the recovery of the whole or any
part of the amount under this Chapter, it is necessary
so to do, he ma¥ seud the certificate or, where ouly 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 'assessee resides or has
property and, thereupon, that Tax Recovery Officer shall
also proceed to recover the amount under this Chapter
as if the certificate or copy thereof bad been drawn up
by him.
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224. It sf all not be open to the assessee to dispute Validity "f
the correctness of any certificate drawn up by the Tax certificate
Recovery Officer on any ground whatsoever, but it shall and cancel
be lawful for the Tax Recovery Officer to cancel the cer- lation or
tificate if, for any reason, be thinks it necessary so to do, amendment
or to correct any clerical or arithmetical mistake therein. thereof.

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 of the time so
granted.

(2; Where the order giving rise to a demand of
tax for which a certificate has been drawn up is modified
in appeal or other proceeding under this Act, and, as a
consequence thereof, the demand is redueed but 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 certificate has been drawn up and
subsequently the amount of the outstanding 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-rratter 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 (I), the following sub-sections
shall be substituted, namely:-

"(I) 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 a certificate hrs been drawn up under
section 222, the Tax Recovery Officer may, without
prejndice to the modes of recovery specified in that sec
tion, recover the tax by anyone or more of the modes
provided in tfo~s section.";

. (b) in sub-sections (2), (3), (4) and (5), for the words
.IIncome~tax Officer", wherever they occur, the words
"Assessing Officer or Tax Recovery Officer" shall be
substituted.

•
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Omis 89. Section 228 of the Income-tax Act shall be omitted.
sian of
section
22.8.

Amend
ment of
section
228A

Amend
ment of
section
230.

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

(a) in sub-section (I), 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
'hall 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 hy 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 suchcountry.".

91. In section 230 of the Income-tax Act, in sub
section (I), for the portion beginning with the words
"no person \\ ho is Dot domiciled in India". and ending

:twith the words "shall leave the territory of India", the
following shall be substituted, namelyc-«

"no person-

(a) who is not domiciled in India; or

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

. (i) intend to leave India as an emigrantior
(in intends to proceed to another country

on a work permitwith the object r taking U,J
any employment Or other occupation tin that
country; or

(iii) in respect of whom circumstances exist
which. in the opinion of an income-tax authority,
render it necess. for him to obtain a certificate
under this sectiOlf.

shall leave the territory of India",
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92. In section 230A of the Income-tax Act, in
sub-section (I), for the words "fifty thousand rupees",
the words "one lakhs rupees" shall he substituted,

93. Section 231 of the Income-tax Act shall be
omitted.

94. In Chapter XVII of the income-tax Act, after
section 734, the following heading and sections shall he
inserted, namely:-

'F.-Interest chargeable in Certain casco;

Amend
merit of sec
non 230A.

Omission of
section 231.

Insertion of
new section
234A,234B
and 234C.
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234A. (I) Where the return of income for Interest for
any assessment year under sub-section (I) or sub- defaults in
section (4) of section 139, or in response to a noti- furnishing
ce under sub-section (I) of section 142, is furnished return of in
after the due date, or is not furnished. the assessee Come.
shall be liable to pay simple interest at the rate of
two per cent. for every month or part of a month
Of part of a month comporised in the period com-
mencing on the date, immediately following the due
date, aod,-

la) "here the return is furnished after the due
dale, 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 I.-In this section, "due date"
means the date specified in sub-section (I) of sec
lionl39 as applicable in the case of the assessee.

Explanation 2.-ln this sub-section and'sub-sec
tion (3), "tax on the total income as determined on
regular assessment" shall 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 shall he
rel!"rded as a regular assessment for the purposes of
tltis section.
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(2) The interest payable under sub-section (I)
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 unoer section 148
issued after the completion of an assessment 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 e al
lowed as aforesaid, and,-

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

(b) where no return 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 exeeds the tax on the total income determined
on the basis of the earlier 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" 'hall not include the
additional income-tax, if any, payable under section 158B.

(.) Where, as a result of an order under section 154
of section 155 or section 250 or section 254 or section
260 or section :l62 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 (I) 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-

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

(5) The provisions of (his section shall apply 'in res
pect of assessments for the assessnent year commencing
on the lst day of April, 1989 and subsequent assess
ment years.

234B, (I) Subject to the other provisions of this
section, where, in any financial year, an assessee who is
liable to pay advance tax under section 2a~ has failed
to P~\Y 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 he
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 followir-g
such financial year 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 assessed tax.

Explanation I.-In this section, "assessed tax" means
the tax on the total income determined on the basis cf
the regular assessment, as reduced by the amount of tax
deducted at source in accordance with the provisions of
Chapter XVIIB on any inco.ne which is subject to such
deduction and which is t rken into account in computing
such total income.

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

Explanation 3.--Tn 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 fore goingv provisions of this section up to
the date on 1Vhicb the tax is so paid, and reduced
by the interest, jf any, paid under section J40A
towards tte inte.,; t chargeable ur:der this section;

Ex-(40)j88
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(ii) thereafter, interest shall be calculated at
the rate aforesaid on the amount by which the tax
.'0 paid together with the advance tax paid falls
sbort of the assessed tax.

(3) Where, as a result of an order of re-assessment
or re-computation 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 per cent. for every month or part of
a month comprised in the period commenci ng on the
day following the dale of the regular assessment referred
to in sub-section (1) and ending on tbe 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-cornpution 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
additional income-tax, if any, payable under section
158B.

(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, tbe amount on which interest
was payable under sub-section (1) Or sub-section (3)
bas been increased 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 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;

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

(5) The provisions of this section shall apply
in respect of assessments for the assessment year
commencing on the 1st day of April, 1989 and sub
sequent assessment years.

234C. (I) Where in any financial year, the advance
tax paid by the assessee On his current income on or



•

of advance
tax.'

83

before the lSrh day of September is less than twenty
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 tbe tax
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.-ln this section, "lax due 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 i st
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 XVlIB 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 lst day of April 1989 and subsequent assessment
years.'.
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95. To section 240 of the Income-tax Act, the fol
lowing proviso shall be added, namely:-

"Provided that where. by the order aforesaid.i--

(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;".

96. In section 234 of the Income-tax Act, after
sub-section (2), tbe following SUb-section shall be inser
ted, 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."
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Amendment
of section
244

97. In section 244 of the Income-tax Act, after sub
section (2), the following sub-section shall be inserted
namely:-

"(3) The provisions of this section shall not
apply in respect of any assessment for the assess
ment year commencing on the 1st day of April, 1989
or any subsequent assessment years.".

98. After section 244 of the Income-tax Act, the
following section shall be inserted, namely :-

Insertion
of new
section
244A.

"244A. (I) 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 saidamount, sim-
ple interest thereon calculated in the following manner,
namely :-

(a) Where the refund is out of any tax paid by
way of advance tax or treated as paid under section
199, during the financial year immediately preceding
the assessment year, such interest shall be calculated
at the ra re 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 Of, 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 penalty specified in the
notice of demand issued under section 156 is paid in
excess of such demand.

(2) If the proceedings resulting in tilt refund are de
layed for reasons attrihutable to the assessee, whether
wholly or in part, the period of the delay '0 attrihutable
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to him shall 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 155or 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 (I) 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 tbe 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.".

99. In Chapter XX of the Income-tax Act, for the
sub-heading "A.- Appeals to the Appellate Assistant
Commissioner and Commissioner (Appeals)" and section
246, the following sub-heading and sections shall be sub
stituted, namely :-

'A.-Appeals or applications to the Deputy Commi
ssioner (Appeals) and Commissioner (Appeals),

Appeal
able
orders..

246.(1) Subject to the provisions of sub-~ S2),
any assessee aggrieved by any of the . follow~er:s

of an Assessing Officer (other than the Deputy 'Commi
ssioner) may appeal to the Deputy Commissioner (Ap
peals) against such order-

(a) an order. ag.ain~~ the assessee, where the .
assessee denies IS hablhty 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
I- 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) ~n order of a~sessment, re-asse~smentor 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;

(e) an order under sub-section (2) or sub-sec
tion (3) of section 170;

(f) an order under section 171;

(g) any order under clause (b) of sub-section
(I) 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 1st 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:

(i) an order under section 20I;

(i) an order under section 216 in respect of any
assessment for the assessment year commencing on the
1st day of April, 1988 or any earlier assessment year;

[k] an order under section 237;

~an order imposing a penalty under 

(i) section 221, or

(iil section 271, section 271A, section 2718,
section 271C, section 271D, section 271E or section
272...;
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(iii) sub-section (I) of section 271. section 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 - •

Ex-40(D)J88

(a) an order specified in sub-section (I) 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;

(h) an order specified in clauses (a) to (e) (both
inclusive) and clauses (i) to (I) (both inclusive) of
sub-section (I) 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 hy the Deputy Commissio
ner under section 154;

(e) an order imposing a 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 (I) 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
earlier 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 OIlicer
(other than Deputy Commissioner) under the piovi
sions of this Act in the case or, 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.

Application
by the asse
ssee in cer
tain cases.

(3) Notwithstanding anything contained in SU~)

section (1), the Board or the Director General, or 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 (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 tbe case 1l'Y be, the Di
rector General, or 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
(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 derr and tbat before
proceeding further with the appeal or matter, the pre
vious proceeding or any p irt thereof be reopened or
that he be reheard.

Explanation - For the purposes of this secrion.e

(a) "appointed day" means the 10th day of
July, 1978 being the day apprinted 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 "Individual" "Hindu
undivided family" and so on.

246A. (I) Wbere, before furnishing a return of income
under section 139 or, as the case may be, sub-section
(1) of section 142 for any as-essment year, any question
arises as to whether---.

(3) 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
(hereafter in this section referred to as the disputed
deduction).

the assessee shall, after furnishing such return, make an
application under sub-section (2):

)
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Provided that the assessee.i--

(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 00 the disputed income and in respect of the
amount of disputed deduction.

(2) The application under sub-section (I) 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 disposing of an application
under sub-section (I), the Deputy Commissioner IAppells)
or, as the case may be, the Commissioner (Appeals) may-

(a) conduct such inquiry, or call for such books
of accounts, other documents or information which
he deems necessary; 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.

(4) The provision relating to filing of appeals under
tnis Act shall, so far as may he, apply to the making of
an application under this section as if such application
were an appeal.'.

.
100. Section 247 of the Income-tax Act shall be omitted.

101. For section 267 of the Income-tax Act, 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 aSSeS3
ment of a body of individuals or an association of per
sons or a new assessment of a body or individuals or
an association of persons is ordered to be made, the :)e
puty Commissioner (Appeals) or the Commissioner (Ap
peals) or the Appellate Tribunal, as the case may be,
shall pass an order authorising the Assessing Officer ei
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
section for
section 267.

I.mend
ment of
assessment
of appeal.
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102. In section 268 of the Income-tax Act, the words
"or an application" shall be omitted.

103. In section 269SS of the Income-tax Act,-
(a) for the words "ten thousand rupees", the words

twenty thousand rupees' shall be substituted:

(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 taken or accepted and
the person by whom the loan or deposit is taken ot accepted
are both having agricultural income and neither of them
has any income chargeable to tax under this Act.".

104. In section 269T of the Income-tax Act,-

(al in sub-section (2),- \

[i) after the words 'no firm', the words 'or other
person' shall be inserted;

(ii) for the words 'ten thousand rupees', the words
'twenty thousand rupees' shall be substituted:

(b) in te Explanation, for clause [ii) the following
clause shall be substituted, namely:-

Amendment
of section
268.

Amendment
of section
269SS.

Amend
ment of
section
269T;

'(ii) "deposit" means any deposit of money which is
repayable after netic or repayable after a
period and, in tile case of a person other than
1 company, includes deposit of any nature.'.

Omission
of section
270.

Substitution
of new
section for
section 271.

Failure to
comply with
notices.

105. Section 270 of the Income-tax Act shall (ii) 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
proceedings under this Act' is satisfied that any person
has failed to comply with a notice under sub-section (I)
of section 142 or sub-sectiou (2) of section 143 or with
a direction issued under sub-section (2A) of section 142,
the Assessing Officer may direct that such persou shall
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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 the Incom-tax Act, the fol
lowing sections shall be inserted. namely:-

Amendment
of section
271A.

Insertion
of new sec
tions 271C,
2710 and
271E.
Penalty for
failure to
deduct tax
at source.

Penalty for
failure to
comply with
the provi
sions of
section
269SS

"271C. If 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.

2710. If a person takes or accepts any loan or de
posit in contravention of the provisions of section 26985
he shall be liable to pay, by way of penalty, a sum
equal to the amount of the Joan 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 shan 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. (I) If any person,-

(a) being legally bound to state the truth of
any matter touching the subject of his assessment,

Penalty for
failure to
comply
with the
provision of
section 269T

Omission
of section
272.

Substitu
tion of new
section for
section
272A.

Penalty for
failure to
answer
questions,
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refuses to answer any question put to him by an
income-tax authority in the exercise of its powers
under this Act; or

(b) refuses to sign any statement made by
him in the course of any proceedings under this
Act, which an income-tax authority may legally
require him to sign; or ~

(c) to whom a summons is issued under sub
section (I) of section 131 either to attend to give
evidence or produce books of account or other do- '
cumeots or a certa-in place and time omits to attend
or produce books of account or documents at the
place or time; or

sign state
ments, fur
nish: infor-;
rnatIOD, Ji(.
turns or sta
tements, al
low inspec
tions, etc.

(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-

(a) 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
or section 206 or section 2j6A or section 20 B or
section :?85B; or

(d) to allow inspection of an)' register referred
to in section 134 or nf any entt y in such regjvter
or to. allow copies of s ch regir t r or (If any entry
therein to be taken: or

(e) 10 ftu nish the retur 1 of in-orne which he
i" required to tnr nish under sub-cc-ri..n {4A) of
section 1:~9 r.r to f:T'l;Sl, it \dthin th- time allowed
and i the :':'~'d'l;~,r r.quir ed under tlL:t ..ub-section. 01

e a . p,/

\.1 tjst

10 l-e d. livered in ~L'

I' r>:, 1-ncd if'. sect-: n
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Omission
of sectir n
272B.

Amend
ment of
section 271

(h) to deduct and pay tax as required by sub-
section (21 of section 226;

he shall pay, by way of penalty, a sum which shall
not be less than one hundred rupees, but wh ich
may extend to two hundred rupees for every day
during which the failure continues.

(3) Any penalty imposable under sub-section
(I) or sub-sec-ion (2) shall be imposed-

(a) in a case where the contravention, failure
or default in respect of which such penalty is Im
pos» ble 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
se~tion:-(2). by the Chief Commissioner or Cornmi
ssroner; and

(c) 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 penalty is
proposed to be imposed is given an .opportunity of
heing heard in the matter by such authority.

Explanation.-In this section, "income-tax' auw

thortty" i. eludes 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 res- 5 of 1908
peel of the matters specified in sub-section" (1) 0:
section 131.'.

: II. Section 272,'1 of the Income-lax Act shall be
omitted,

112 L Secfioo 273 of the Income-Lax Act, after
sub-section (2) .. the following sub-secti-n shall be u-ser
ted, nnmclv ;

,. 3) The nrovisi.» s of thi section shall :lpph
to <;,_,-(1 i:l n-"~a'i:-'f1 h cnv ""<:SC~S;l'C!~t Ior the a-cess
n-;l'l'f '/C;\f c.vm - cin- I;' th : lst d.ry of April. I )?~.
(I .r y e: l':i·:~! :~sse~;I1'~ t :.c'. . "r,,_-: rcfen'uccs ill \S
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section to the other provisions of this Act shall he
construed as references to those provisions as for
the time being in force and applicable to tbe rele
vant assessment year.".

Amend
ment of
section
273A.

113. In section 273A of the Income-tax Act, after
sub-section (5), the following sub-section shall be inser
ted, namely:- ,

"(6) The provisions of this section shail apply
to and in rela tion to any assessment for the assess
ment year commencing on the Ist day of April,
1988, 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 assessment year.".

114. In section 273B of the Income- tax Act, for Amendment
the words, figures, brackets and letters "section 270. of section
clause (a) or clause (b) of sub-section (I) of section 271, 273B.
section 271A, section 271B, sub-section (2) of section
272A, sub-section (I) of section 272AA, sub -section (1)
of section 272B", the warns, figures letters and brackets
"section 271, section 271A, section.27lH, s ecrion 27lC,

'section"27lD; section 271E, clause (c) or clause (d) of
sub-section'Ytjor sub-section (2) of section '272A; 'sub-
section (I) of section 272AA" shall be substituted.

'! .

115. In section 274 of the Income-tax Act,- Amend-
ment of

(a) . after sub-section (I), the following sub-sec- section 274
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 tlie Deputy Com
missioner." ;

(b) for sub-section (3), the following sub-section
shall be substituted, namely:-
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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. In section 275 of the Income-tax Act, for clau-

se (a) and (b) excluding tbe Explanation, the following
clauses shall be substituted, namely:--

"(a) 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) uuder 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 bas 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 Co.nmissioner whichever pe
riod expires later;

Amendment
of section
275.

(b) in a case where the relevant assessment or
otber 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 in 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. ".

"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 2768 of the Income -tax Act, the

following section shall be-substituted, namely:-

Insertion of 117. After section 275A of the Income-tax Act, the
new section following section shall be inserted, namely:-
276,

Removal, con
cealment, trans
fer or delivery
of property to
thwart tax reco
very

Substitu
tion ofnew
section for
section
276B.
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"276B. Tf a person fails to puy 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.".

Omission of sec 119. Sections 2i600 and 276E of the Income-
tions 27600 tax Act shall be omitted.
and 276E.

Amend
mentof sec
tion 278
AA.

120. In section 278AA of the Income-tax Act, for
the words. figures and letters "section 276B, section 276
OD 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--,

H293B. Where, under any provision of this Act the
approval of the Central Government or the Board is
required to beobtained 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 approvaI.".

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 be comprised in one session or in two or more
successive sessions, and ~f. before the expiry of the session
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 rub
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 shan be without prejudice to tile validity of
anything previously done under that rule.".

Insertion
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.
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123. In section 298 of the Income-tax Act, after Amend
sub-section (2), the following sub-sections shall be added ment of
with effect from tne 1st day of April, 1983, namely: - section 298.

"(3) If any difficulty arises in giving effect to the
provisions of ihis Act as amended by the Direct Tax
Laws (Amendment) Act, 1987, the Central 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 ex
piration of three years from the lst day 01 April, 1988.

(4) Every order made under sub-section (3) shall be
laid before each House of Parliament."

Disposal
of Pro
ceeds or
execution.

J24. In the Second Schedule to the Income-tax Act,-

(I) 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
substituted;

(4) for rule 8, the following rule shal! be substi
tuted, namely:-

"8. [I} Whenever assets are realised by sale or
otherwise in execution of a certificate, the proceeds shall
be disposed of in the following manner, namelyt c-,

(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 (a), the same shaH be utilised for

Amend
ment of
the
Second
Schedule.



satisfaction of any other amount recoverable from U,I
assessee under this Act which may he due on the date
on which the assets were realised; and .

(c) the balance, if any, rernaining after the adjust
ments under clauses (a) and (b) sbalI be paid to the

. defaulter.

(2) If the defaulter disputes any adjustment under
clause (b) of sub-rule \1), the Tax Recovery Officer sbalI
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" shalI be
omitted;

(6) in rule 14, for the words "Income-tax Officer", the
word. "Tax Recovery Officer" shall be substituted;

Entrust
ment
of cer
tain
func
tion
by Tax
Recovery

(7) for rule 19A, the following rule sbalI be substituted,
namely:-

"19A. A Tax Recovery Officer may, with the pre
vious approval of the Deputy Commissioner, entrust any
of bis functions as the Tax Recovery Officer to any
other officer lower than bim in rank (not being lower
in rank than an Inspector of Income-tax) and such officer
shall, in relation to the functions so entrusted to him,
he deemed to he a Tax Recovery Officer,";

(8) in rule 25, in sub-rule (I), for the words "and
the Income-tax Officer shalI hear such sum as the Tax
Officer shall require in order to defray the cost of such
arrangements", the words "and he shall have power to
defray the cost of such arrangements" sbalI he substituted;

(9) in rule 27, for the words "Income-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' sbalI be substituted;

(II) in rule 47, for tbe words 'direct that sucb coins
or notes, or a part thereof sufficient to satisfy the cer..
tificate, he paid over to the Income-tax Officer', the words

1
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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 be substituted;

(12) in rule 59, after sub-rule (2), the following
sub-rule shall be inserted, namely:-

"(3) Where the Income-tax Officer referred to in sub
rule (I) is declared to be the porchaser of the property
at any subsequent sale. nothing contained in rule 57 shall
apply to the case and the amount of the purchase price
shall be adjusted towards the amount specified in the
certificate.";

(13) in rule 60, in sub-rule (I). 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) in rule 73, in sub-rule (I), in clause (a) and
"b), for the wor ls "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
defanlter", the words "the Tax Recovery Officer shall give
the defaulter" shall be substituted;

(17) in rule 77, in sub-rule (1),-
(a) for clause (ii) of the proviso, tbe following

clause sball 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 "ChiefCommissioner
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 Pecovery
Officer" shah be suhstituted;

(20) in rule 86,-

(a) for sub-rule (I), the following sub-rule shall he
substituted, namely:-

"(1) An appeal from any original order passed by
the Tax Recovery Officer under this Schedule, not being
an order which is conclusive, shall lie to the Chief Corn
missioner or Commissioner.";

(b) for suh-rule (4), the following sub-rule
shall be substituted, namely i->

"(4\ Notwithstanding anything contained in sub
rule t I), where a Chief Commissioner or Commissioner
is authorised to exercise powers as such In respect of
any area, tben, all appeals against tbe 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 (I), for the words "In

come-tax Officer", the words "Tax Recovery Officer"
shall be substit uted; •

\23) ~ in rule 92, for the "words "Tax Recovery Com
missioners", in two places where t.iey occur, the WOlds
"Chief Commissioner, Commissioners" shall be substi
tuted;

(24) after rule 93, tbe followinr rule shall he inser
ted, namely:-

"94. All proceedings for the recovery of taX pen_
ding immediately before the coming into force of the
amendments of this Schedule bv the Direct TaX Laws
(Amendment) Act, 19.i7 shall - be continued under this
Scbedule as amended' by tbat Act from tbe stage th~y
had reached, and. fur this purpose', every certificate, IS
sued by tie 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 8ubstance
of any rille in this Schedule or otherwise] general or
special orders which appear to it to be necessary or ex
pedient for the purpose of removing the difficulty.".
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125. In the Income-tax Act after the Ninth Sche
dule, the following Schedule shail he inserted, namely :-

'TH E TENTH SCHEDULE

[See section 3(5)]

Ex-4O(Dl/SS

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 1st April,
1989, Referred to in section 3(2), Exceeds Twelve months,

Def inition l. In this Schedule, "transitional previo us year"
means the period reckoned as the previous year for the
assessment year commenci ng on the lst day of A pril,
I? S9, 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 longe st
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 app ly
suhject to the modifications specified in rules 3, 4, 5,
and 6 of this Schedule.

Spceial pro
VISions ID a
case where
the transi
tional pre
vious year
is longer
than twelve
months.

3. The previsions of this Act specified in column (I ) Modifica
of .he Table below shall he suhject to the modifica tion tions per
that the reference therein to the amount or amounts taining to
specified in the corresponding entry in co lumn (2) of monetary
the said Table, shall be construed as a reference to the limits, etc.
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
year 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 o r
more, it shall be increased to one complete month and
if such part is less than fift een days, it shall be ignored .
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4. Where th e transitional previous year comprises
a period of eighteen month s or more, then, sub-section
(I) of section 6 shall be subject to the mod ifica tion tha t
references therein to the period s of cne hundred and
eighty-two days ninety day shall be construed as
references, respecti vely, to the periods of two h undred and
seventy-three day. and one hundred and, th irty-five days.
JnU .nuc erir (J f 'j eJ ',n 1') e JI)OJ

j _I '1 ul, I ! h.J
rf 5. w j.e.e the assessee's income under the head
"Profits and gains of business :or i'· rof~ssion· · for a pe

.riod, of -thirteen months or more is-i ncluded in his total
.income for- the transitional previous 'year ,· the allowance
und er clause ( ii) of sub-section (1) of section 32 in res
peet of deprecia tion of buildings, mach.nery, plant or
furniture calcu lated in the manner stated therein, sha ll be
increased by .multi plylng it bYI a fraction jofywhich the
numerator :, is the number of months in the transitional
previous year and the deno mina tor is twelve .
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I I I I
Section 10 (3)
Section 16
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Section SOU I

)' Section"B 9A I b . !lJ~ . .· . .
rl
11 J 'j'

on" I n I
Modifica
tion in sec
tion 6.

rtrnom

_ Ix

()J grnrus
lfl)'llor

.M odif ica
tion in res
pect of de
precia tion
allowance
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Modifica
tion in
respect of
rate of tax

Power of
Board to
grant re
lief in
case of
hardsbip.

Consequen
tial amend
ments

6. The tax cbargeable on tbe total income of the
transitional previous year shall 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. Tbe Board may, if it considers it desirable or
expedient so to do for avoiding genuine 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. Tbe following amendments (being amendments
of a consequential nature) shall be made in the Income
tax Act, save as otherwise provided, with effect from the
l st day of April, 1989 namely :-

(Il in section 2, clause (3) shall be omitted
. with effect from tbe tst day of April, 1988;

(2) in section 10, in clause (15), in sub-clause
(iii), in the Explanation, for the words, brackets and
figures "the Explanation to clause (iii) of sub-section
(5) of sub-section II", tho words, brackets and figures
"clause (ii) of the Explanation to clause (viia) of
sub-section (I) of section 36" shall be substituted;

(3) in section lOA, after sub-section (7) and
before tbe Explanation, the following sub-section shall
be inserted, namely :-

"(0) References in this section to any other
provision of this Act which has been amended Or
omitted by tbe Direct .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 not,
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" shall be substituted;

(5) in section 32, in sub-section (2), the brackets
and words "(or, if the assessee is a registered firm or
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 sl-all be inserted, namely:--

"(6) References in sub-section (3) to any other
provision of this Act which has been amended or
omitted by the Direct Tax Laws (Amendment) Act,
1987 shall, notwithstandiog such amendment or
.omission, be construed, for the purposes of that
sub-section, as if such amendment or omission had
not been made.";

(8) in section 43A, in sub-section (I), for the words
brackets, figures and letter "in clause (iv) of sub-section
(I) of section 35 or in section 35A", tbe 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 (I)
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;

(II) in section 80G,~

(a) in sub-section (51, in clause (v). the words,
brackets and figures "or is an institution approved
by the Central Government for the purposes of
clause (23) or section 10," shall be omitted;

.. (b) Explanation 4 shan be omitted;

(12) in seetion 80HHA, in the Explanation, for
clause (a), the following clause shall be substituted,
namely:-

'(a) "rural area" means any area other than-

(i) 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

(ii) 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 (including 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;';

(13) in section 132, in sub -section (I), in the pro
viso and in sub-section (IA), 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 1328, in sub-section (I), 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-sestion (6), for the
words, brackets and figures "sub-sections (I) and (2) of
section 131", the words, brackets and figures "sub-see-
non (I) of section 131" shall be substituted;

(16) in section 139, in sub-section (8), in clause (b),
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;

(17) in section 144A,-

(a) in sub-section (I), the brackets and figure
"(I)" shall be omitted;

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

(IS) in section 174,-

(a) in sub-section (4),-

(i) for the words, brackets and figures "as a
return under sub-section (2) of section 139", the
words, brackets and figures "as a return under clause
(i) of sub-section (I) 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 139",
the words, brackets and figures "a notice issued
under clause ,0) of sub-section (1) of section 142"
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 139".
wherever they occur, the words brac'.ets and figures
"under clause (i) of sub-section (I) of section 142"
shall be substituted;

. (b) in sub-section (7), for the words, brackets and
figures "sub-seciiof (2) of section 139 Or sub-section (I)
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 assessernent under section
141A), if any," shall be omitted;.

(21) in section 2B, the proviso shall be omitted;

(22) section 234' shall be omitted;

(23) in section 253. in sub-section (1), in clause (a),
after the word and figures "section 154;', the word,
figures and letters "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 tbe
words, brackets and letters "clauses (a). (b), (cJ, (d) and
(e)", the words hrackets and letters "clauses {a} to (g)"
shall be substituted with effect from the 1st day of
April, 1988;
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I: of 1957

('6\ in section 288, in sub-section (4), in clause lb),
the words, brackets and figures "clauses {i} and (n) of
sub-sectin (1," of" shall be omitted;

(27\ in the First Schedule, in rule 5, in clause (a),
for the words. figures and letter "sections 30 to 43A".
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 Officer or Tax Recovery
Offker", shall be substituted.

CHAPTER III

AMENDMENTS TO THrc WEALTH-TAX ACT, 1957

127. In the Wealth-tax Act, 195'( (hereafter in this
Chapter referred to as the Wealth tax Act) save as other
wise expressly provided h this .ct, and unless the context
otherwise requires references to any authority specified
in culumn (1) of the Table below shalt be substituted
with ef.ect from the l st day 0: April, 1-,88 by references
to the authority or authorities specified in the correspon
ding entry in column (2) of the said

Table, and such consequential changes _as the rules of
gran.mar may require, shall also be made:

TABLE

----- ----------_._--------

Substi
tution of
new
authorities.

(1 )

Director of Inspection

Deputy Director of Inspection
Assistant Director of Inspection

Com.nissione- or Commissioner of
Wealth-tax

Inspec.irg '_o,ssistant Commissioner or
Iuspecun.; Alsi stant Commissioner of
Wealth-tax
Appetlete Assistant Commissioner o' •,

(2)

Director General
or Director

Deputy Director
Assistant Direc-

tor
Chief Commis
stoner or
Commissioner
Deputy Commis
sioner

Deputy Commis
sioner (Appeals)



Ex-40(D)188

Wealth-tax Officer
Inspector of Wealth-tax

108

.. ~ .. Assessing Officer
Inspector of In

come-tax:

Amend
ment of
section

~-------~---

Provided that nothing contained in this section shall
apply to the references to "Commissioner occurring in
sections 220, 24 and 25 .

128, In section 2 of the Wealth-tax Act,
(I) clause (a) shall be omitted;
(ii) clause (ca) shall be re-lettered as clause (cb) and

before that clause as so re-lettered, the following clause
shall be inserted, namely:-

'(cal "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·!ax under section 8 of
this Act, and also the Deputy Commissioner who is
diJ;l'cted under clause (b) of sub-section (4) of the said sec
tion 120 to exercise or perform all. or any of the powers
and functions conferred on or assigned to the Assessing
Officer under that Act;';

(iii) clauses "tg), (gg), (hb), (kY, (I) and (la) shall be
omitted;

[iv) for clause (h), the following clause shall be
substituted, namely:-

'(h) "company" shall have the meaning assigned
to it in clause (17) of section 2 of the Income-tax Act;';

(v) after clause (lb), the following clause shall be
inserted, namely:-

,
'(lc) "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 (8), the following clause shall be subs
tituted, namelyi-c-
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"(8) the expressions "Chief Commissioner", "Di
rector-General", "Commissioner", "Commissioner
(Appeals)", "Director", "Deputy Commissioner",
(Appeals)", "Assistant 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 "Subje:;t to the other provisions contained in this
Act", the words and brackets "subject t.te other provi
signs (including provisions for the levy of additional
wealth-tax) contained in this Act" shall be substituted.

•
130. In section 5 of the Wealth-tax Act, with effect

from the 1st day of April, 1988,-

{i] in sub-section (1), after clause (xxiv), the
following clause shall be inserted, namelyr-c-

"(xxiva) units of a Mutual Fund specified under
clause (230) of section 10 of the Income-tax Act;";

{ii] in sub-section (IA), after the brackets and
figures "(xx:iv)". the brackets, figures and letter
"(xxiva)" shall be inserted.

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 . in.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 he 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
directicr s 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 Js not an assessee within
the meaning of the Income-tax Act shall he the
wealth-tax authority having jurisdiction in respect
of the area in which that person resides.

Amendment
of section

3.

Amendment
of section

5.

Substitn
tion of new
sections for
sections 8,9,
10 and 11.

Wealth-tax
authorities
and their
jurisdiction
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9. Section 118 or the Income-tax Act and any Control of
notification issued thereunder shall upr.ly in relation wealth- tax
to the-control of wealth-tax authorities as they app\): authorities
in relation to the control of the corresponding 'income
-fax authorities, except to the extent to which the
Board may, by not.Iiricn in the Otlici»l Gazette. other-
wise direct in respect of <my \,eaiti -fax aurhoritv,

Instructions'
to subordi
nate autho
rh ies.

n. (I) The SOMet may. from time to time, issue
such orders instructions and directions to other wea
lth-tax authorities as it -nay deem fit for the proper ad
ministration of this Act, (lid such aut horities and all

other persons employed in t:1C cxccutim of this Act slall
observe and follow such orders, instructions and direc
tions of the Board:

Provided that no such orders, instructions or direc
tions shall be issued-

(a) SO as to require :~ny wealth- tax authority
to make a particular essessment or to dispose of a
particular case in a particular manlier; or

(h) so as to Interfere -vith the discretion of
the Deputv COl11mis<;ion;,;rC' pp-als) Cor C -mmissio
net- .App..~al) in the exercise of his appellate functions.

(2) Without prejudice to the generality of the
foregoing: power.

(a) the Board may, if it considers it necess iry
or exped.c nt 5') to CO, for the purpose of r roper
ard efficient management of the work of assessment
and collection of revenue. issue, from time -o time
(whether by way of relaxation of any of the provi
sions of sections Hi n,l 'j and 35 o· other vise). ge
neral or special orders in respect of any class of
cases, setting forth directions or instructic ns (not
being preiudicial to «ssessees) as to the guidelines, prin
ciples or proc-durcs to be followed by other wealth
-tax authorities in the work relating to r sscssrncnt
or collection 01 revenue or the initiaton c f procee-.
dings for the imposition of penalties and any such
order i: av, if the Board is of 0ril,ion that t is ne
cessary in' 'the pub.ic interest 5 J to do, be published
and circulated in the IH cscribed manner for general
infomation.

(b) the Board may, if it considers- it desirable
or expedient so to do for a voiding genuine hardship
in any case or class of ccscs, by general or special
o.der, authorise [my wealth-tax authority, not being
a Deputy Commissioner (Appeals) or Commissioner

•
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Jurisdiction'
of Asses
sing Officers
and power
to transfer
cases.

(Appeals), to admit an application or claim for any
exemption, deductlon, refund or any other relief
under this Act after the expiry of the period s -eci
fied by OJ under this Act tor making such aDO ica
tion or claim and deal with the san-e on merits in
accordance with law.,

11. (1) Tbe provisions of sections 114 and r7 of
the Income-tax Act shall, so far may be, apply for the
purposes of this Act as they apply for the purposes of

the Income-tax Act, subject to the modifications spcci
fied in sub-section (2).

(2) The modifications referred to in sub -section (I)
.shall be the following, namely:- .

(a) in section 1:4 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; .

(ii) suo-section (5) shall be omitted;

(b) in section 127 of the Income-tax' ,Act, in
the Explanation below sub-section (5). references to
proceedings under the hearne-tax Act shall be C )0"
strued as including references to proceedings under
the Wealth-tax Act.".

132. Sections 8A, 8AA, 8B, 9\, 10A, l1A, Il~A,

lIB, 12 and 13 of the weal.h-tax Act shall be omitted
with effect from the 1st day of April, 1988.

Omission
of
sections

8A, 8AA,
81l, 9A,
lOA, 11A,
11-\A, lIB,
12 and 13.

133. In section 14 of the Welth-tax Actc--.

(a) for sub-sections (I) and (2), the following
sub-sections shall be substituted, namely: -,-

'(1) Every person, if his net wealth or the net
wealth of any other person in respect of which' he
is assessable under this Act on the valuation date
exceeded the maximum amount which is not cha"ge-'
able to wealth-tax, shall, on or before the due date,

Amend
ment
o" sec
tion 14.
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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 (I) 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 omrnitted.

134. For section 15 of the Wealth-tax Act, the
following section shall be substituted, namely :-

Substitu
tion of
Dew sec
tion of
sec-
tion 15.

"15. If any person has not furnished a return Return
within the time allowed under sub-section (I) of sec- after due
tion 14 or under a notice issued under clause (i) date and
of sub-section (4) of section 16, Or having furnished amendment
a return discovers any omission Or wrong statement of return.
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 assessment
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 commencing on the lst day
of April, 1987, or any earlieressessment year, it may
be furnished at any time up to and inclusive of the
31st day of March, 1990 or before the completion
of the assessment, whichever is earlier;
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•

Amend
ment of
section
15A.

(b) where such return or revised return relates
to the assessment year commencing on the 1st dJ.Y
of April, 198;, it may be furnished at any time up
to and inclusive of the 31st day of March, 1991 or
before the c.impletion of the assessment, whichev er
is earlier.",

135. In section 15A of the Wealth-tax Act,-

(i) for clause (a), the following clause shall be sub
stituted, namely :--

"(a) in the case of an individual,.

(i) by the individual himself;

(ii) where he is absent from India, by the indi
vidual himself or by some person duly authorised hy
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 other 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 (ii)
or sub-clause (iv), the person signing the fefurn holds a
valid power of attorney from the individua to do so,
which shall be attached to the return;";

(ii) to clause (c), the following provisos shill b~

added, namely :-

"Provided that where the company is nOI resident
in India, the return may. be signed and verified by
a person who holds a valid power of attorney from
such companv 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 referred
to in sub-section (I) of section 178 cf the Income
tax Act;

•
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•

. (h) 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 sisned and verified by the princi
pal officer thereof.".
136. For section 158 of the Wealth-tax Act, the

following section shall be substituted, namely.--

"158. (I) Where any tax is payable on the basis of
any return furnished under section 1~ or section IS Or
in response to a notice under clause (i) of sub-section
(4) of seer-on 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 aecompanied 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 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 16 has
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 (I), 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 aU the
provisions of this Act sball apply accordingly.".

137. section ISC of the Wealth-tax Act shall be
omitted.

138. For section 16 of the Wealth-tax Act, the fol
lowing section sball be substituted, namely:- .

"16. (I) (a) Where a return has been made under
section 14 or section 15 or in response to a notice un
der clause (i) of sub-section (4),-

Substitu
tion of new
section for
section 158.
Self assess
ment.

Omission
of section
ISC.
Substitu
tion of new
section for
section 16.
AsseSsment.
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(i ) if any tax or interest is fou nd due on the basis
of such return sftc r adjustment of any amount paid by
way. of ta x or .nterest . an intm.ation shal lsbe .sent t~ the
assessee-specify-ng the sum so pa ya bler and such . mnma
tio n shal htbe deemed. to ·be, a -notice. i-sued uucer section
30 -and all the provision; of till' Acl shall apply uaccor-
dlnglyjandn HI JJ 1 In .. r.;'f, -:.rJl no 'l llr.n2'
:jill I ,.rtJ Jlr or 11;, Jd"I!~ ali:;I If] ! l..5ilb")?[li' K

f
l Il' hlI.'}

't'f o(ll)"u" . "p~ r~ un IS/ ue IJ~ 'fRt; ~~ S)J S~H" f: -
tU1I1, it ..~ball _ q ~ : ,gra nte~Jo ~h5l a.'iJe~s.se : ~, JrI "lUb')ll

• . ' f ' • i ' If In fl' fl' 1/ , 1
Provided tha t m com put ing tne tax o r Interest pay

ab le bv or refundable to , the assessee, the follow ing ad
justments.cshall be m...d. in t ne net weal th decla red in
the rreturn, nan,ely:........... III 1 t :.; 1.' 1:1 ~'i

~" ?(il " ~Jly a'rjthrl,eijd}c~rr?r )H' the' ie t~r~ . Jl:cobnB
or documents accompanying It shall be rect fied ;

'" ." I 1 ~ 1 ,'IU

(ij) any exemption Or deduction, which, on the ba
sis of the info rmation available in such ret urn , accou nt';
'ordocumentsr is prima "facie 'adm issible but-which is no t
"claimed ' or l made iillUie; ret urn,"s hal l 'be ' allowed ; . 'J ~ . rl l ,

'llI. ~o;lb I'lq rn 'Jh 1 .... t>, 1:; OJ I~ rtJl.'l vnn ,~r!

... 111 (i ii). .a riy.excmtion o r deductio n claimed or:madein
thereturn, whh:h.10n tilt: basi, b(,thejjinformatioOI3vaj.

.table i a such rerum, accounts or .docurnents, is ,prima
rfad e inad missible, shall be disallowed; of.1I 1 jFlt

II I (d ~!d,. Q l' ~rh I II'; lJ ~ L~: lr
(b) Where. as a result vf an order m ade under sec

tion 17 or sect ion 23 or sectio n 24 Or section 25 or sec
tion 27 or section 29 or section 35 or any order of t he
r~Yca~91~,~ ~t ~'eme~~ .Co mmission, under, sub-section.

nl>(4)'u of- section 22D ~rehitin·g· to · any earlier "a sse~sriien t
ye~i ') '.and "passed su~eq-m~fJt ' r to , ,tt'1I~ ' filii1g l.o.f fl .th~ I !·e.fllrl}

. re1 elred1n 1t(p"J UtJ!Jl8l..SeTl (a); ftfH.-rC· Is 'a'ny' vahatlOn Iw1t he
;>Iexampti!)fl Of de-duttioil1claitnbt 6r f~nflde , in the'returo,
rand as 'd result 'o f \I; hich flW '.fl 11up:n 'J'Jllflfl J Ll:)lIq)~

, .rn II bv '
(i) if any tax or interest is fou nd du e, an intima

tio n shall be sent to the assessee specif'iying the sum so
.payable,»and such intimation shall be d ee med to be a
-notice of demand -issued 'under section 30 a nd .aU the
provisions; of . this Act f shall j apply accord ingly, a nd

~rlJ ~;; S .. t _ I:) 5>1" ru "l'Jq l~ Il ~

:)11 (ii)' ; if 2, :,~.. reflJl'\'d, i-5 -due'~ 'it 6hal~ be -giuntedto the
as sessee: b:}1/l:l?:' q :.l it 01 ~:'I tp bnu r:ll'd O'YiII'; .

ens rlJ!c,u J:'I rb J '/,) "ll;!U:l{ rso :.;rI d'led WI j.?

1 Provided tba trnn .int ima tiomfor -a ny :18Kl o-rvintercst
due under this cleuse shall not be sent after the expiry of
four years fro m tile end of t he fin ancial year in which

' any sucb'order "aspassed! 1 ..... 0 'j ,)l (I,
.") A. 5tlJ ~ trt l) 1 j 10 0' Y.,.. .:..rnur'l,;.

~'lI1jJ')' "'~·..:ft ) ;n N
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(2) In a case referred to in sub-section (I), 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 th e tax in any manner, he
shall serve on the assessee a notice requiring him, on a
date to be specified therein. eithe r 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
hear ing such evidence as the assessee may prod uce and
such other evidence as ' he Assessing Officer may require
on specified points. and after taking into account all re
levant material which he has gathered, the Assessing
Officer shall. by order in writing, assess the net wealth
of the assessee and de termine the sum payable by him
on the basis of such assessment.

(4) For the purposes of making an assessment un
der th is Act, the Assessing Officer may serve, on any
person who ha s made a return under section 14 or sec
tion 15 or in whose case the time allowed under sub
section (1 J of section 14 for funishing the return has
expired. a notice requiring him, on a date to be speci
fied therein.c-.

(i) where such person has not made a return
before the end of the relevant assessment yea r to fur
nish a return of his net wealth or the net \\ ealth of
any other person in respect of which he is assessable
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 parti culars as may be prescribed, or

(ii) 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 -

La) fails to make the return required und er
sub-sectio n (I) of section 14 and has not made a
return or a revised return under section IS. or

(b ) fails to comply with a ll the terms of a
no tice issued under sub-section (2) or sub-section (~).

the Assessing Officer, after taking into account. a ll rele
vant material which he has gathere d, shall. after giving
such person 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
assessment :

Provided that such opportuni ty shall be given by the
Assessing Officer by serving a notice calling upon the
perso n to show cau se, on a da te and time to be speci
fied ill the notice, why th e assessment should 11 0t be
completed to the best of his judgement:

Provided further that it sha ll not be necessary to
give such opportunit y 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 sec tion 17 of the Wealth-tax Act .i--

(a) for sub-section (I), the followi ng sub-section
shall be substituted. nam ely :-

" (1) If the Assessing Officer, for reason s to be
recorded by him in writing, is of the opi nion that
the net wealth cha rgeable to tax in respect of which
any per son is assessable under this Act has escaped
assessment for any assessm ent year (whether by rea
son of under-assessment or assessment at too low
a rate or otherwise), he may, subject to the other
Provisio ns of this sect ion and section 17A, serve on
such person a notice requiring him to furnish within
such period, not being less than thir ty days, as may
be specified in the not ice, a return in the prescribe d
form and verified in the prescribed manner setting
forth the net wealth in respec t 01 which such per
son is assessable as on the valuation date mentioned
in the notice , along with such other part iculars as
may be required by the notice, and may proceed
to assess or re-assess such net wealth and also any
other net wealth chargeabl e to tax in respec t of

Amendment
of' section 17.
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which such person is as sessab le, which has escaped
assessment and which comes to his notice subsequent ly
in the course of the pro ceedings under this section
for the assessment year concerned (herea fter in this
section referred to as the relevant assessment year),
and the p rovisions of this Act sha ll, so far as may
be. apply B" if the return were a return req uired
to be furn ished 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 no tice issued under sub-section (4)
of section 16 or this section or to disclose fully and

-btwly al1 material facts necessary for his assessment for
5dtb~t> assessment year.

Explanation. - Product ion before the Assessing
0 1O'!l\llefY.l(J~ a ccount boo ks other evidence fro m which
"1mt1~riatlollV ir<ienee could with due diligence ha ve
lo~JJ<It;sc!ldtred ' by the A ssessing Officer will not

necessarily amounlitrO'i'-disciosure within the meaning
of the foregoing proviso.

- .loA x£J-rlJf li ~>V1 ~;l(f J lL

(IA) No notice undersub-section ( I) sha ll be issued
n'lii~~M ltt~~ iw.t>lk,l...lntllt ye:itp -du"

-- : vlcms n .berurindr ,__
(a) in a case where an assessment under su~

ed 0 1 <tl!"1t'fr1 «ljl Qfo~illflott." I{f'MA subts ectillt\j'( 1) of Ihis
Wdl f\l~tl()n ha~ l\eeit llt.ltlb,foJf I&uc!1rl a",esl;nlenb ,year -
rbirlw 10 J :J5 (~ 2 ~.n ni xnr OJ ~ !d f ,~~1 r. rf:l rfl lt-~w h u ::l l f t

b"l '" '' '.r(iloAif,i ffb llf.l oryeal'idrh«",," elapsedaqfrprn the
set Xdelrdhon <!he' rolevaJIJtr.. ssessmem J'!aqrunlesS2t be case
wol o,faJhluunllet f;wb<Jl:laOst!t' (iiY." " lsu!>leluu;;', (iii ):
l~rlJO ::)(IJ or b 5idu2 '(tim 5[1 .h2 i'N'~r' Jo 10 :l ft1 G.
no ':"" ,Alii) n, il fuJ, nyears!J:bul irhbn ' mooe i, thartl seven
niririw ~rgl'll1a>1e n itl a'pSeduFfro""~he' end:oc<thd,,,:elevanl
X.~ >.Jll"eSllm<h~ f\le8r,iftJnl~;i; ~hl><hdt",ve"lthxl"i:g1lll b le to
t odn,'ttI~ ",il lch ' hll~l \!!i\:aped':aS1e3Srl1enl lariiDunt3:.1b or is
aml102likctJllt 01 a111d ilnt" f[p ripe,;s I ll~ fla khs'ro r rnuore for
-req .(h hl t fY&i-:' '? J~:;fJ2~1 ni rlf ll;~ iI r en od t r1 nol
hs nc ifnem efsh noltaul s - ~Hh no 26 :) !rl f> ~~:l l r. f; ei n02

ea 21£lu' ll U!) 'jf1ilo'v'*1 ""rs',!ib1!p fl1dt : moremharuten years .
b",o''lIa Vll;ftta~d f' OI!Vfthc:1endl df' t hqJOl<leioantm assess
vne mMellfllj'eal\t""ld~ tlieunet'''Waltll eilacgwblc", to tax
10 J:l~~::ll ni Xlii of ,ldE,~pErb rlJlE::lN ten "dJo

)
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which has escaped assessment amounts to or is like
Iy to amount to rupees ten 'akhs or more for that
year;

Ex-l1(D)/88

-<

(b) In any other case.-

(i) if four year s have elapsed from the end of
the relevant assessment year, unless the case falls
under sub-clause (ii) 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 net wealth chargeable to
tax which has escaped assessment amounts to or is
likely to amoun t 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
likely to amou nt to rupees five lakhs or mare for
that year.

Explanation.e-For the purposes of sub-sec tion (Il
and sub-section (lA), the following shall also be deemed
to be cases where net wealth chargeable to tax has
escaped assessment, namely :~

(a) where no reiurn of net wealth has been
furnished by the assessee alth ough his net wealth or
the net wealth of any other person in respect of
which he is assessable ur der this Act on the valua
tion date exceeded the maximum amount which is
not chargeable to wealth-tax ;

(b) where a d urn 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 unde rstated the net wea lth or has

'Claimed excessive exemption or deduct ion in the return.

(18 ) (a) In a case where an assessment under
sub-section (1) of section 16 Or sub-section (1) of this
section has ceen made for the relevant assessment year.
no notice shall be issued under sub -section (l)gffjpt by
a~ Assessing Officer of t~e . rank of A~~stiHtr;Memmi
ssioner or Deputy Commissioner:

. . »ron ~flJ ~"rlw liil
Provided that o~f1~!l t¥ nW5~, "'or~~[ rJV:tr,j, from

the end of \~8 ~f}:;'~tljih "ftj~e~~Ilf%,yti~[,,!lPdi~Motlce
': ."dQI .I11q A 10 vsb 1<1 edr nc ,eSQI ./ilqA 10
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shall be issued unless the Chief Commissioner or commissio
ner is satisfied on the reasons recorded by the AssessingOffi
cer aforesaid, that it is a fit Case for the issue ofsuch notice.

(b) In a case other than a case falling under clause
(a), no notice shall be issued under sub-section (I) by
an Assessing: Officer, who is be'ow the rank of Deputy
Commissioner, after the expiry of 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), 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 17A of the Wealth- tax Act,-

(a) fo r sub-sectlons (I ) 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 e net wealth was first assessable :

Provided that where the net wealth was first
assessable in the assessment year commencing on the
lst day of April , 1985, or the 1st day of April. 1986,
such assessment may be made on or before the
31st day of Ma rch, 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 ( I) of that section was served:

Provided that,-

(il where the notice under clause (al a I' sub
section (1) of section 17 was served during the f inan
cial year commencing on the 1st da y of April, 1985,
or the lst day of April, 1986, such assessment or
reassessment may be complete d on Or before the
31st day of March, 1990;

[ii] where the notice under clause (b) of sub
section (I) of section 17 relates to the assessment
for the assessment year commencing on the 1st day
of April, 1985, or the Ist day of April, 1986, such
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Insertion of
Dew section
17B.
Interest for
defaults in
furnishing
return of
net wealth.

'178. ,I) Where the return of net wealth for
any assessment year under sub-section (1) of section
14 or section 15, Or in response to a notice" under
clause (i) of sub, section (4) of section 16, is furni
shed after the due date, Or is not furnished, the ass
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 in-mediately followine the due date, and,-

(a) where the return 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
sub-section (5) of section 16,

on the amount of tax payable on the net wealth as
determined on regular assessment.

Explanation l.--1n this section, "due date" me
ans the date specified in sub-section (I) of section
14 as applicable in the case of the assessee.

Explanation 2.-1n this sub-section and sub-sec
tion (~). "tax payable on the net wealth as deter
mined on regular assessment" shall not include the
additional wealth-tax. if any, payable under section ISD.

assessment or reassessment may be completed on or
before the 31st day of Marco, 1990, or the expiry
of two year5 from the end c f the financial year in
which such notice was served, whichever is later.
Explanation.v- 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),-
(i) for the words "four years", the words "two

years" shall be substituted:
(ii) 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 1st day of April,
1985, Or the Jst 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
following section shall be inserted, namely:-
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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) The interest payable under sub-section (I)
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
(I) of section 17 issued after the completion of an
assessment under sub-sectiont.l) or sub-section (5) of
section 16 or section 17. is furnished after the expi
ry 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 peT cent. for every month
or part of a month comprised in die period ,CQm
mencing on the day immediately following the ex
piry of the time allowed as aforesaid, aud,-

(a) wbere the return is furnished after the expi
ry of the time aforesaid, ending on the dare of fur
nishing the return; or

(b) where no return has been furnished, ending
on the date of completion of the reassessment UD
der section 17,

on the amount by which the tax on the net wealth de
termined On the bas-s of such reassessrr ent exceeds
the fox on the net wealtl as detei mir.ed on the ba
sis of the earlier assessment aforesaid.

Explanation.-In this sub- seer.on "tax on tbe
net wealth determined on the basis of the reassess
ment 1 rider section IT' shall not incdlue the addi
tional wealth-tax, if any, payable r nder section lSD,

(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 i5 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, andc-e-
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'" r , (a} ill> penalty shall - be imposable ..under this
sectio n, if the person proves that there was reason
able cause for It he failurejreferred ( to in t!Us, sub-

.) section; ,r- rl OJ' ;'1 ' .'~ 1'1 1
.JJ" '. Jl' I, I" t'l

(b) no order imposing a penaItY tunderll~~isJsec

'Lt;\~) 11 s,h~P be' rnade i _ vII ''1 I 1\ 11 luI

"Ii I, • Ii)" bv the incdin~-tax ' Officer, where the -pe-!
natty exceeds ten thousand rupees ; " " !,,

. tii) by the , Assistant Commissioner. where the
penalty. exceeds t wenty thousand rupees, l' Ii , .•.

." :r Il t! .[,- "j >II, -,,) .'I: L:u 1 I, J; , .; ~

except with the prio r ap proval of the Deputy Commissioner.

(2 \ No order shall be made under sub-section (1)
unless the person concerned has been heard Or bas been
given 11 reasonable opportu nity of being heard.
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(b) refuses to sin any sta tement made by him in
the course of an y proceedings urder this Act, which a
wealth-tax authority may legally require him to sign : Or

Penalt y for
failure to

(a) being legally bou nd to sta le the trrth of an y answer
matter touching the subject of his assessment, refuses quest ions,
to answer any question put to him by a wealth-tax sign state-
a uthori ty in the exercise of his powers under th is Act; or ment s

furnish
informa
tion allow
to inspec

tions, etc.

(3) No order imposing a penalty under sub-section
(I) shall be passed after the expiry of the f inancial year
in which the proceedings. in the course of which action
fo r the imposition of penalty hal) been initiated . are co m
pleted , Or six months from the end of the month in wh ich
ac tion for imposi tion of penalty is ini tiated, whichever
period expires later .

Explanation.- In computing the period of limitation
for the porpo ses of this sect ion ,-

li) a ny period during which the immuni ty
granted under section 22H remained in force;

(Ii) the time taken in giving an o pportunity to
the assessee to be re-heard under the proviso to section
39; and

(iii : any period during which a pr oceeding under
thi s section for the levy of penalty is stal ed by an
orde r o r inj unction o f any court,

shall be excluded.
18A. (I) If any person, -

/

(e) to whom a summons is issued under sub
section l l) of section 37 either to attend to give evi
dence o r prod uce books o f ~ ccour t or ot '-er docu
me- nt s a t J certa in p a ce a;-,j time . orn .ts to a ttend
o r produce the boc cs III account or docuuteuts a t
the I'll C'e and time.

he shal l pay, by \VJ.y of pc.n ltv a sum 'Wh ich shrl l
not be less th an five hundred rupees hut which
may ext ! nd 10 ten th ou sand rupees lor eac h such
defau lt or fai lure :
Provided tint no penal ty shall be imposable under

clause ~C) if the per on proves t at the-e " as reasonable
c a USL: fo r The said fa IUI" :.

( ~J If ,-, person fa.l , to furl' sh 1'1 ( L1~ tt-nc any st.rte
neut Or II" tor . tion " hi .. h ch .~ ,. n ... bound to
Iurni- h to the :~L, "" 1.1 ; (" j. cr under .;: : c(i.::)"'.3· l1f"
sha ll l ay, by \',i: :/ of P' na tty, .. sum \...hicn <rut! no t be
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less th an ON hu ndred rupees but which may extend to
two hundred rupees for every day d uring which the
fail ure con tir ues :

Provided that r.o penalty sha ll be imposable under
this sub-section if the person proves tha t there was rea
sona ble ca use' for the sa id failu re.

(3) Any penalty imposable under sub-sectio n (I ) or
sub-sect ion (:) sha ll be imposed -

(a) in a case where the contravention, fa ilure or
default in re-pect of which such penalty is impossible
OCCUI S in the course cf (lny proceeding. before a wealth
tax a uthority not lower in rank than a Deputy Director
or a Deputy Corrrrissior.er, by such wealth-tax authority:

(b) in any other case. by the Depu ty Director or
the Deputy Commissioner.

(4) 1'\0 order under th is sectio n shall be passed hy
any wealth-tax au t ho rity referred to in sub-section l3)
unless the person on whom the penalty is prop osed to
be imposed has been beard or has been given a reasona
ble op por tuni ty of being heard in the ma tter, by such
au thority.

Expla nat ion .- In this section, " wealth-ta x authority"
includes a Director C eneral, Director, Dep uty Director,
Assistant Director and a Valuation Officer while exer 
cising the P O \\ (' I S vested in a cou rt unde r the Code of
Civil Proce dure, 1908, when trying a suit in respect of 5 of 1908.
the matters soccified in sub-sectio n ( J) of section 37.',

Insert ion
of new
Chapter
IVB.

143.
following

In the Wealt h- tax Act, after section
Chapte r shall he inserted, ne mely :-

" CH t' PTEK (VB

18C. the

i\ l'di t jo:'al
,\( .~ lrh-
t ...x.

Charge r f Addit ional \·...eal tl.-tnx In Certa in Cases

1m ) . • J) \\ here, In rte ( 3 1:(' r f .11,) person , the
r,t l we il d - rern ined ;11 t he reg ular usscssm ent [, lr :l il y

;-IS ')t s-u p. r '(-1.1. r the . ('.: rlc: r !H rh.s sc. ticn re f e tn d 10 ,:S

(IS ~ ~., e(; I c . wc: I ( ~ l ex U'G ~ tho net \\ ~ a I ;J , dccl.. ed :1

th .e ( I r"1 v cah h fr n Js, d t y ,, 1,C!· p t f C.• n re I,
rh.. ' t'L, .h t- f er i : thi -, " e lJ I •. h.' ;'t:: ' 1 d P
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01 b ~<JJ 7 ' vnrn r'Jirl", rud ~"''''H I1 b",Ln :Jl ." 1 :ril "" ", I
:Jrll rbid ,, ' '' III ; !J 'f h" b::" 'l ' II) J':,IJ" lirl'd . •J,'

as retu rned net wea t) Y any amount ; the"! f\-ssessIHg I
Officer shal l make an order in v.. rit ing the] sucn -person
shalt, ari),fl. ~rolP , t~~ j~l1) de/epnine,9 a~. [~Y~b1e ,b,>;-.p im
ol?lhM br.,;s of the I~'sless\he" uh~l:r ""cHlIll 16; be habl ij
tJ;"ray:;by'~a~ ofhdiHti6& Y ) ~?t.lltb !41Ji, "n"ttsve{ '0,,
the said assessment year;'dS' s\im·'talcdla te~ ' bn"luch 'eece'!~'
amount at the ra te o[ three per cent.
l ot i } !HiI}J:" I. - (j "I .nu ~ 6r. ...cqn, ''( lil.n'Yl ~r1 ( )

(2) For the purposes or 's'uh:s&tioni (1)/-~ {:, 11 '1 )]... -du e

'H i ta) l i lwhertd~uqh : ,'rerson) bas-furnished two uo r more
r~tutrt'S; (J()f l net ~~a lth ! fob the , si~1e assessment yearluthe..
nett ;\vt a lth d"eata tedd 'ri')tho return ':f i.l m ishooJlasti before the I

sar" lce i6l' t{ Jn'l l ice under isub-seceion l (J2Y<If'ection l'16; 01\,1
such l. pJhlM <shatlilbe'tre:lle<j iasrt he ireturned nel1weallh P

10 tb)Tj1't'Oere,u8!U(h epersen faits to rfurr.nh, th e return
of net wealth in respect of any assessment, )o'ea ii' Hlo<tlt beU
assessment fo r that year is made under sub-section (5)
ofd sbcliollj la, Il/tt, retu tned-irtetcwealth.Ishalb be ' Iljken
t ~ ~ oouriil;i,,·riu ;) ui 0 1 tnn~1'J'i .,l il 0 lfl l ll , ) nt., i i '.;..I JI '! CHi

OJ' b~?oqrn'1 ... i ~_ !II I1'Jt'J 'J r\J m·.a" JI' 1 nt',I; I'Jol Lld J 22'):" IJ
-1.0(0);.nwhere I s~ chJ·; pCl50n!l fa il !I; ~o furnish a rr etum iot"ri

nd~uwe8lth, Jcrs;any),l>sscrBS tT<:/lt1year , under(5«:li""' l~4 a li
section ' 15. but furnished such return rifler he is . tserved u
with a no tice under section 17. the returne d net wealth
sha~\iRYiI,akc;n; llfl ! ~,..Jlil. ' I' J i b )" "nJ HI n JI1.;'I.I>'((.< l

,1o''):.nill " H:f' '3fl ; l fl t ')_,lil] l 'lLJ ", l')' " jf ! n " ,bub',i
. ,, ;(~ )~h\'l,)"';A·A~a , r~Hll~ ~f," an order , ~l1Iler ~tcti R", i J]:,

Ofo s"l1\J9IJ ~3J 9hjeC\lOQ,)4. \\f section 2·5"ar. " ~eq~nr,1;7, J
r. o~)sr5'lifm , ~9i qr. ~e,ct ipIJ ~6 ,9 r' ~Jly; ord er5f the "Wea)t\1 ,

-rax- ,SeWelJ'Ont " ,C,qlj1J11,is$ipJI cur der h&u\l" ectiou'1I (4) qfil
section :?2D. the amou nt on which the add itional wealth
-taxj is'Ny~b\e .unden.sub-sectjon (n·has been I i ncreased
or reduced, as Ihe , F~se.l !l1.O',~q~, "lh~ additional: .. ,alt!:l-tax'·1
shall be ;ncreased or reduced accordingly, and.- ·

(i) in a case where the add itional wealth-tax
is incr eased. the Assessing Office r shall serve on tLI~

assessee a no tice- ref dem and 10 .the prescrib ed from
specifying the sum payable. a nd such notice of de
ma nd shall-be deemed l to be a . no tice, under section
30 and the provis ions of this Act shall apply

'.:-i 'accordingly; . Ii ;
...I· '\,. -I I .,

;.! :(i'j)'1in a case where the additional wealth-tax
is; reduced , the excess am ount paid . if any. sha ll be
refunded.

(~) The Chief Commissioner or Commission er may .
In his discret ion. whether on his OW n motion or other-

'l"j'I·J~ :l
" 'Jr, 'I<:

l~ lflr:rD

,:l V I

.r.; ,
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wise, wive Or reduce the amount of additional wealth- tat
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 referred to in that sub-section IS

attributable to any amount added or, disallowed in com
puting the assessed net wealth, as a resnit 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 (I" 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;

(ii) 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 is found to be the owner of any mo
ney, bullion, jewellery or other valuable article' or thing
(hereinafter referred to as assets) and the assessee claims
that 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 respect of the net
wealth on such date has not been furnished before
the dale of the search or where such return bas
been furnished the said date, such assets have Dot
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 after
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), he treated as forming part of 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
rate; or

[ii] the assessee, in the course of the search,
makes a statement under sub-section (4) of section
37Athat 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
sr ecified in sub-section (I) 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
sectionshall 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,-

(a) in clause (i), for the words, brakcts and fi
gures "any person referred to in sub-section (3) of
section J 3 of the Income-tax Act", the words "any
interested person:' shal be substituted;

(b) in clause (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," shan be substituted;

(c) clause (iii) shan 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 tbe Income-tax Act", the words "any
interested person" shall be substituted;

(e) in the second proviso,-

{i) 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 . in~rested pe~on
has a substantial interest as provided III Explanation
3 below sub-section (4) of section 80F of the In
come-tax Act" shall be substituted;

(ii) 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,-

u) 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 (\) of section 80F of the Income-tax Act.->

(il the provisions of clause [i) and clause (ii)
shall not apply; and
(ii) the other provisions of this section shall apply

with the modification that for the words "at the maxt
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 ;';

(ii) in clause (b), for the words, brackets and figures
"clauses (i) to (iii)", the words, brackets and figures
"clauses (i) and (ii)" shall be substituted;

(g) in the Explanation, for clauses (a) and (aa), tho
following clauses shall be subsituted, namely:-

'(a) the expression "interested person" shall have t",
meaning assigned to it in clause (a) of Explanation lbo
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
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 2IAA of the Wealth-tax Act, in sub
section; (I), 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,-

(a) in sub-section (1),-

Amend
ment of
section
21AA.

Amend
meat of
section 23
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(i) for clause (d), the following douse shall be sub
stituted, namely:-

"Id) objecting to any penalty imposed by the Assess
ingOfficer under section 18 as it stood immediately
before the Ist day of April, 1989, or under section' 18
as amended by the Direct TO' Laws (Amendment)
Act. 1987";
(ii) clause (i) shall be omitted;
(b\ in sub-section (IA), for clauses (b), (c) and (d), the
following clauses shall be substituted, namely. ~

"(b) objecting to any penalty imposed under clause
(e) of sub..ection (1) of section 18 as it stood immediate
ly before the I st day of April, 1989 in respect of any
assessment YC:1f commencing on the lst 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 x tion ;
or

(c) objecting to any assessment or order referred to
in clauses (a) to (b) (both inclusive) of sub-section (I),
where . such assessme-nt or order has been made bythe
Deputy Commissioner in exercise of the powers or func
tions conferred on or assigned to him under section g or
section II ; or

(d) objecting to any penalty imposed by the Depu
ty Director or the Deputy Commissioner under section
18A.";

(C) for sub-sections (IB) and (1C),the following sub-
section shall be-substituted, nameIy:~ ,

" "(18) Notwithstanding anything contained in sub
section (1), the Board or the Director General or Chief
Cominissioner 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 tbe
'stage .at which it was before 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
that he be reheard;":, ,



131 EX-4O(D)/IS

Insertion of
new section
23A.

Application
by the as
essee in
certain cases.

(d) in sub-section (2A), the proviso shall be omitted.
147. After section 23 of the Wealth-tax Act, the

following section shall be inserted, namely:-

"23A. (I) Where before furnishing a return of
net wealth under sub-section til of section 14 or
section 150r sub-section (4) of section 16 for any
assessment year, any question arises as to whether,-,

(a) any wealth is includible or not in compu
ting 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 furnishing such return, make
an application under sub-section (2):

Provided that the assessee,-

(i) shaH include in such return the disputed
wealth and shall not claim the disputed deduction;
and

(ii) 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 (I) may be
made within thirty days of furnishing the aforesaid re
turn, to the Deputy Commissioner (Appeals) or, as the
ease may be, to the Commissioner (Appeals).

(3) For the purpose of disposing of an application
under sub-section (I) the Deputy Commissioner (Appeals)
or, as the case may be, the Commissioner (Appeals)
may-

(a) conduct such inquiry or eall for such
books of aecount, other documents or information
which he deems necessary; or

(b) direct the Assessing Officer to conduct such
inquiry and furnished the report thereon,

·IJ£ "oj ~,.__ .

'M!IIJI!l@llli\ft'll'l ~iI1etilllo\lllrJlti<m.rai$ed in the appli
.cation and pass such orders thereon as he thinks fit.

"oiIB~x~llIWIltJl>lNIrel~tiIlBtfhJ~ .11l>"~)under
-: vlemsn ,b,to!Uadu2 ed J1J.rI~
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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. In section 31 of the wealth-tax Act,-

(a) in sub-section (1) and the proviso to that
sub-section, for the words "thirty-five days" in the three
places where they occur, the words "thirty days" shall
be substituted;

(h) in sub-section (2),-

(i) 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
(I)," 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 (I) and ending with the day
On which the amount is paid" shalI 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 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",

Amend
mend of
section 31.

149. In section 32 of the Wealth-tax Act,-- Amend-
ment of

(a) 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 aUM
thorities snecified therein" shall be substituted;

(b) for Explanation II, the following Explanation
shall 1lI' substituted, namely :-
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"Explanation II. The Chief Commissioner or
Commissioner 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:',

150. In section 34A of the Wealth-tax Act,-

(i) to sub-section (I), the following proviso shall
be added, namely :-

"Provided that where, by the order aforesaid,-

('l) 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;

(0) 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.";

(ii) 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 tst 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 da te 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 tbe 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 fOT 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 shail be decided by the Chief
Commissioner or Commissioner whose decision thereon
shall be final.

(c) Where, as a result of an order 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 iuterest shall be
increased Of reduced accordingly, and in a case
where the interest 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 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
section (I), clause (aa) shail be renumbered as clause
(aaa) and before clause (aaa) as so renumbered, the fol
lowing clause shall be inserted, nameiy:-

"(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.".

Amend
ment of
section 35

152. In section 35K of the Wealth-tax Act,-
(a) in sub-section (1), for the words "an asse- Amend

ssment year", the words, figures and letters "the ment of
assessment year commencing on the 1st day of April section 35K
1988, or any earlier assessment year" shall be subs-
tituted;

(bY in sub-section (2),fRr the words, figures
and letters "any of the Wealth-tax authorities speci
fied in sections 8, 9, 9A, 10, lOA and l l", the
words and brackets "any Wealth-tax authority (not
being an Inspector of Income-tax)" shall be substi-
tuted. .
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153, In section 37 of the Wealth-tax Act,-

(a) after sub-section (1). the following sub
section shall be inserted, namely:-

"(IA) If the Director General or Director or
the authorised officer referred to in sub-section (I)
of section 37A. before he takes action under clauses
.(i) to (vi) of that sub-section, has reason to suspect
tbat any net wealth has been concealed, or is likely
to be concealed, by any person or class of persons
within his jurisdiction, then, for the purposes of
making aoy inquiry or investigation relating thereto
it shall be conpetent for him to exercise the powers
conferred under sub-section (I) on the wealth-tax
authoriti es 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-section (2) shall be omitted;

(c) in sub-section (3\-

(i) after the words, brackets and figure "in
sub-section (I)", the words, brackets, figures and letter
"or sub-section (IA)" shall be inserted;

(ii) in the proviso, after the words "Valuation
Officer", the words "or an Assistant Director" shall
be inserted.

154. In section 37A of the Wealth-tax Act,

(I) in sub-section (I),-

(a) 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;

(c) in clauses (i) and (ii), 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:-

Amend
ment of
section 37.
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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:--

uProvided 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
immediate possession or control thereof that he shall not
remove, part with or otherwise deal with it except with
the previous permission of such authorised officer and
such action of the authorised officer shall be deemed to
be seizure of such valuable article or thing under clause
(iv) of this sub-section.";

(2) in 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 10", 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 (I), 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.c-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 (I).";

(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
shan be inserted, namely :- .

(SA) 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 (I) 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,-

(i) 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 tbe amount of tax on the net
wealth SO estimated in accordance with the provisions
of this Act;

(iii) 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;

[iv) 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
Illtiify the aggregate of the amounts referred to in
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clauses (ii), (iii) and (iv) and forthwith release the
remaining portion. if any. of the assets to the pClson
from whose custody they were seized:

Provided that where a person has paid Of made sa
tisfactory arrangements for payment of all the amounts
referred to in clauses [ii}, (iii) and (tv) or any part (hereof,
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,

~ .~ (SB) The assets retained under sub-section. (SA)
may be dealt with in accordance with the 'provisions of
section 37C.

. (SC) 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 (SA) against such
other' person .and all the provisions of this section shall
apply accordingly.", .

(6) after sub-section (6), the following .sub-section
shall he inserted, namely :-

"(6A) An order under sub-section (3A) shall not
be in force for a period exceeding sixty days Iro-n the
date of the order. except 'where the authorise offi'~~r, 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 Chief Commissioner or Commi
ssioner shall not approve the extension of tbe period of

any period beyond 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, namely :- .

. "(9A) If any person objects for any reason (0

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 fer 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, may, after giving the applicant an oppor
tunity-of being heard. pass such orders as it Or he thinks
fit."; --

(9) after sub-section (12), the following Explanations
shall be inserted, namely :-

'Explanation 1.- In computing the period refer
red to in sub-section (SA) 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 suchdate and includes
also proceedings under this Act which may be commenced
after such date in respect of any year.'.

ISS. In section 37B of the Wealth-tax Act,

(a) in sub-section (1),-

(i) in clause (c), for the words "any articles
or things including money", the words "any assets"
shall be substituted;

(ii) for the words "or Wealth-tax Officer",
the words, "Assistant Commissioner or Income-tax
Officer" shall be substituted ;

(iii) for clauses (i) and (ii), the words "to
deliver such books of account, other documents'
or asset to the requisitioning officer" shan be
substituted;

(b) in sub-section (2), for clauses (i) and (ii),
the following shall he 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 assets to the requisitioning

Amend
ment of
section
37B.
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Cllfficer either forthwith or when such officer or autho
rity is of the opinion that it is Do longer necessary to
retain the same in his or its custody.";

(c) for sub-section (3), the following sub-section
shall be sub-stituted, nameIy:-

'(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 fat as may be, apply as if such books of
account, other documents, or assets had been seized
under sub-section (I) of section 37A by the requisi
tioning officer from the cnstody of the person referred
to in clause (a) or clause (1)) or. clause (c) of sub-sec
tion (I) 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, namcly:-

"37C. (I) The assets retained under sub-section
(SA) of secnon 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 (i) 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 assessee is 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 money may also be
applied for the discharge of any such liability refer
red to in clause (i) as remains undischarged and for

Insertioa
of new
section
37C.
Afplication
o 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
Schedule to the Income-tax Act as made applicable
to this Act by section 32.

(2) Nothing contained in sub-section (I) shall
preclude the recoveryof the amount of liabilities
aforesaid by any other mode laid down in this Act.

(3) Any assets or prcceeds thereof which re
main after the liabilities referred to in clause (i) of
sub-section (I) are discharged shall be forthwith
made over or paid to the persons from whose cus
tody the assets were seized.

, (4) (a) 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 (5A) of that section exceeds the
aggregate of the amounts required to meet the lia
bilities referred to in clause (I) of sub-section (I) of
this section.

(h) 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
{SA) of section 37A to the date of the regular as
sessment or re-assessment referred to in clause (i) of
sub-section (I) 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 indivdual, company",
the bracketsand words "(including a banking com
pany)" shall be inserted.

153. In section 45 of tie wealth-tax Act, after
clause (i) and tbe Explanation thereto, the following clau-
se shall be inserted namely:- .

"Ij) a Mntual fund specifiedunder clanse (23D)
of section 1() of the Income-tax Act.".

1:9. After section 4EA of the Wealth-tax Act the
following section shall be inserted with effect from the lst
day of April, 19f8, namely:-

Amendment
of section
45.

Insertion of
new section
47.

"47. (I) If any difficulty arises in giving effect Power to
to the p revisions of tilis Act as amended by the remove di
Direct Tax Laws (Amendment) ~ct, 1987, the fficulties.
Centr: l Government n-ay, by order, do anything not
ir.consitcnt 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 1st day of April, 19118.

(2) Every order made under sub-section ('1) shall
be laid before each House of Parliament."

160. The following amendments (being an-endments Consequen
of a consequential nature) shall be made in the Wealth- tial amend
tax Act with effect from the lst day of April, 1989, ments.
namely.-;

(1) in section 5, in sub-section {l), in clause
(i), for the proviso, the following proviso shall be
substituted, narnely:--
"Provided that nothing contained in this clause shall

apply to' any property forming part of any business,
not being a business,-

(a) the income whereof qualifies for deduction
under section 80P of the Income -tax Act; or

(b) a business carried on by all institution, fund
Or trust referred to in clause t22) or clause (~1A)
or clause (23B) or clause (23C) of section to of that
Act·.. ·.,

-,
/
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(2) in section 24, in sub-section (I), after the
word and figures "section 23", the 'words, figures
and letter "or section 23A" shall be inserted;

(3) in section 35, in sub-section (1),-

(.) for clause (1)), 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)
may amend any order passed by him under section
18A;";

(b) -for ciauses (d) and (e), the followiogciau
ses shall be substituted., oamely:-

"(c) the Deputy Commissioner (Appeals) or
Commissioner (Appeals) may amend any order pas
sed by him under section 23 or section 23A;

(d) The Commmissioner may cmer.d any order
passed by him under section 25; -

- ,

, ,
-(e) the Appellate Tribunal may amend any or

der passed by it under section 24.".

Substitution
of new
authorities.

CHAPTER IV.

Amendments to the Gift-tax Act. 1958

,- 161., In the Gift-tax Act, 1958 (hereafter in this
Chapter referred to as the Gift-taxAct), save as other
wise expressly provided in this Act, and unless the COI1

textotherwise requires, references, to any, authority spc
cified-in column (I) of-the Tab'e below shall bevsubsti
tuted with effect from the 1st day of April 1988 by re
rerences to the authority or authorities specjfied in the
corresponding entry ill coluinn(2) of the said Table, and
such consequential changes as the rules of-grammar may
r:9-~i~~" ~hall also be made;

TABLE'

18 of 1958,

-~------

(i) _ (2)

Deputy Director'

~------------- -------
Director General or Director

, . - :Dj~ctor: of Inspection ..

Deputy Director of In
spection



Assistant Director of
Inspection

Assistant Director

Commissioner or Commissioner
of Commissioner Gift-tax

ChiefCommissioner or
Commissioner

··of

Amendment
of section 2.

Inspecting Assistant Co- Deputy Commissioner
missioner or Inspecting
Assistant Commissioner
of Gift-tax

Appellate Assistant Co- Deputy Commissioner (Appeals)
mmissioner
Gift-tax Officer Assessinq Officer

Inspector of Gift-tax Inspector of Income-tax:

Provided tbat nothing contained in this section shall
apply to the references to "Commissioner" occurring in
section 23 and 24. .

162. In section 2 of the Gift-tax Act.

(a) clause (i) shall be omitted;

(b) after clause (iii), the following clause sball
be inserted namely:-

'(iiia) "Assessing Officer" means the Assistant
Commissioner or the Income-tax Officer who is
vested with tbe relevant jurisdiction by virtue of di
rections or orders issued under sub-section (I) or
sub-section (2) of section 120 or any other provision
of tbe Income-tax Act whicb apply for tbe purposes
of gift-tax under section 7 of this Act, and also the
Deputy Commissoner wbo is directed under clause
(b) of SUb-section (4) of tbe said section 120 to exer
cise or perform all or any of the powers and func
tions conferred on or assigned to the Assessing 0ffi
cer under that Act;';

(c) clauses (vi), (via), (viia), (xiii), (xv), (xvi),
(xvia) and (XVIi) shall be omitted;

(d) for clause (vii), the following clause sball
be substituted, namely:-

·~viO· the expressions "company". "Indian com
pany' and "company in which tbe public are sub
stantially interested" shall bave the meanings respec
tively assigned to them under section 2 of the In
come-tax Act;';

)
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Substitution
of new
sections for
sections 7,
8,9 and 10.

Gift-lax
authorities
and their
jurisdiction.

(e) for clause (xi), the follow ing cl..use shall be
substituted, namely:-

'(xi) the expressions 'firm', 'partner' and rpart
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;
(ii) in the first proviso, the words, brackets

and letter 'or sub-clause (h)' shall be omitted;

(iii) the second proviso shall be omitted;

(g) after clause (xxiv), the following clause shall
be inserted, namely:-

'(xxv) the expressions 'Chief Commissioner',
'Director General', "Commissioner" 'Commissioner

_(Appeals)':Director', 'Deputy Commissioner', Deputy
Commissioner (Apreals)', 'Assistant Commissioner',
Income-tax Officer', 'Tax Keoovery 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- mont 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.

164. For sections 7, 8, 9, and 10 or'the Gift-tax
Act, the following sections shall be substituted with effect
from the 1st day of April' 1988, namelyi->

"7. The if come-tax authorities specified in section
116 of the income-tax Act shall be the gift-tax authori
ties for the purposes of this Act and every such autho
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 01'
ders or directions assigning concurrent jurisdiction) or
under any other provision of that Act.
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Control of
gift-la, au
thorities.

Instructions
to subordi
nate autho
rities.

Explanation.- For the purposes of this section, the
gift-tax authority 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.

8. Section 118 of the Income-tax Act and any
notification issued thereunder shall apply in relation
to the control of gilt-tax authorities as they apply
in relation to the control 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. (1) The Board may, from time to time, is
sue such orders, instructions and directions to other
gift-tax authorities 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-

(aJ 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
foregoing 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 arid
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,
selting Corth directions or instructions (not beilig

•
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prejudicial to assessees) as to the guidelines, princi
ple' or pro eedures to b e followed by other gift-tax
authorities 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
oublic interest so to do, be published and circu
lated in the prescribed manner for general inforrna
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 general 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 ac:or
dance with law.

10. (1) The provisrons of sections 124 and
127 of the Income-tax Act shall, so far as may
be, apply for the purposes 01 this Act a, they apply
fur the purposes of the income-tax Act, subject to
the modifications specified in sub-section (2).

(2) The modifications referred to in sub-section
(I) shall. be tbe following, namely :-

(a) in section 124 of the Income-tax Act,-

(i) in sub-section' (3), references to the provi
srons 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), references to pro
ceedings under the Income-tax Act shall be construed
as including references to proceedings under the
Gift-tax Act."

165. Sections 7A,7AA, 78,8A, 9A, 11, J lA, 11AA,
liB and 12 of lheGift.tax Act shall be omitted with
effect from the 1st day of April, 1988.

Jurisdiction
of Assessing
Officers
and power
to transfer
cases.

Omision of
sections 7A
7AA, 7B,
8A,9A, 11,
11A,l1AA,
118 and 12.
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166. In section 13 of the Gift-tax Act,- Amend-
ment of

(a) for sub-sections (1) and (2), the following section 13.
sub-sections shall be SUbstituted, namely -

"(I) 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 g-fts 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 iCC·
tion 16'" ,

Substitu
tion ofoew
section for
section 14.

Return
after due
date and
amendment
of return.

(b) sub-section (1) shall be omitted.

167. For section 14 of the Gift-tax Act, the follow
ing section shall be substituted, namely :-

"14. If any person has not furnished a return
within the time allowed under sub-section (I) of
section 13 or by a notice issued under clause (i) of
sub-section (4) of section IS, or having furnished a
return discovers any omission or wrong statement
therein, be 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 Commencing on the Ist day
of April. 1987. or any earlier assessment year. it
may be furnished at any time up to and inclusive
of the 31st day of March, 1990 or before the com
pletion of the assessment, whichever is earlier;

)



149 Ex--W(D)/U

Amend
ment of sec
tion 14A.

(b) where such return relates to the assess
mentyear commencing on the 1st day of April,
1988, it may be furnished at any time up to and
inclusive ofthe 31st day of March. 1991, or before the
completion of the assessment, whichever is earlier."

168. In section l4A of the Gift-tax Act,-

(i) for clause (a), the following clause shall b.
substituted, namely :-

"(a) in the case of an individual

(i) by the individual himself;

(ii) where he is absent from India, by the in
dividual himself or by Some person duly authorised
by him in his 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 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
(ii) 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 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,
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 (I) 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 section shall be inserted, namely:-

"14B. (I) Where any tax is payable on the
\)asis 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 tbis 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 tho balance, if any,
shaII be adjusted towards the tax payable.

(2) After the regular assessment under section
15 has been made, any ameunt paid under sub
section (I) shall be deemed to have been paid towards
such regular assessment.

(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 (I), he
shall, without prejudice 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 all the provisions of this Act
shall apply accordingly."

170. For section 15 of the Gift-tax Act, the folio
winl section shall be substituted, namely:-

Insertion
of new sec
tion 14B.
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'IS. (1) (a) Where a return has been Ill•••
under section 13 or section 14 or in response to a
notice under clause (i) of sub-section (4),-

(i) 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

(ii) if any refund is due on 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, namely:-

(i) any arithmetical errors in the return, ac
counts or documents accompanying it shall be recti
fied;

(ii) any exemption or deduction, which, on the
basis of the information available in such return,
eecounts or documents, is prima facie admissible but
which is not claimed or made in the return, shall
be allowed;

(iii) 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 ua
der section 16 or section 22 or section 2.1 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 return referred to in clause (a),
there is any variation in the exemption or duduction
claimed or made in the return, and as a result of
which,-

0) 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 sball apply
accordingly; and .
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(ii) if any refund is 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 w~s 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 tha t 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 is furnished, whichever is later.

(3) On the date specified in the notice 'issued under
sub -section (2) or, as soon afterwards as may l1e, 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
levant material which he has gathered, the Assessing Offi
cer 'shall, by order in writing, assess the value of taxa
ble gift made by 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 13 or sec"
tion 14 or in whosb 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 speci
fied thereil).-

(i) where such person has not made a return
before the end of the relevant assessment year, to
furnish a return of the taxahie gifts made by him or
of the taxable gifts made hy any other person in
respect of which he is assessable under this Act du
ring the previous 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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(ii) to produce or cause to be produced such
accounts, records or other documents as the Asse
ssing Officer rnay require,

(5) If any person-

(a) fails to make the return required under
sub-section (I) 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 tbat 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,-

(a) 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 percentage 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, 1

and where any such reference is made, the provisions or
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, 1,57, shall, with the necessary modifications app-
ly in relation to such reference as they apply in relation 27 of 1957.
to a reference made by the Assessing Officer under sub-
section (1) of section 16A of that Act.

Explanation.-In this sub-section, "Valuation Offi-.
eer" has the same meaning as in clause (r) of section 2
of the Wealth-tax Act, 1957.'. 27 of 1957.

171. In section 16 of the Gift-tax Act,-

(a) for sub-section (11, the following sub-sections
shall be substituted, namelyt-i-

"(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-assessrnent or assessment at too low a rate or
otherwise), he may. subject to the other provisions
of this section and section 16A, 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 is 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 lhereafter
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:
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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 taxable 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 IS 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.

(LA) No notice under sub-section (I) shall be issued
for the relevant assessment year,-

(a) in a case where an assessment under sub
section (3) of section 15 or sub-section (I) 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);

(ii) if four years, but not more than seven years,
have etapsed 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 chargeahle to
tax which have escaped assessment amounts to or iii;
likely to amount to rupees one lakh Or more for that
year;

(b) in any other case,-

(i) if four years have eslapsed from the end of
the relevant assessment year, unless the case Calls un
der sub-clause (ii) or sub-clause (iii);
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[ii} if four years, hut not more than seven
years, have elapsed from the end of. the relevant
assessment year, .unless the value of taxable gifts
-charg.eable 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 assessment amounts
to Or is likely to amount to rupees fifty thousand
or more for that year.

Explanation.-For the purposes of sub-section
(I) and sub-section (IA I, the following shall also
be deemed to he cases where taxable gifts chargea
ble to tax have escaped assessment, namelyt-i-

(a) where no return of taxable gifts has been
furnished by the assessee although the taxable gifts
made hy 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 which is not chargeable to gift-tax;

(b) where a return of taxable gifts has heen
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.

(IB) (a) In a case where an assessment under
sub-section (3) of section 15 Or sub-section (1) of
this section has been made for the relevant aSSeSS~

-tnent 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 issued unless the Chief Commissioner or Com
missioner 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 (a), no notice shall •be issued under sub-see
lion· (1):·\>Y an Assessing Officer, who is below the
rank of Deputy Commissioner, after the expiry of

I
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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, ~

(a) for sub-sections (I) and l'l, the following
sub-sections shall be substituted, namely:-

"(I) 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 lst 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
sball 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 rhat,-

(i) where the notice under clause (a) of sub
section (I) of section 16 was served during the finan
cial year commencing on the lst day of April, 1985,
or the 1st day of April, 19~6, such assessment or
reassessment may be completed on or before the
31st day of March, 1990;

(ii) where the notice under' clause (b) of sub
section (l) of section 16 relates to the assessment
for the assessment year commencing on the 1st 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, or the
expiry of two years from the end of the financial
year in which such notice was served, whichever is
later. '

Ex-40(D)/38

Amend
ment of
section
1M.



158

Explanation-s-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;

(ii) the following proviso shall be inserted at
the end, namelyc->

"Provided that where the order setting aside or
cancelling the assessment was passed during the fi
naneial year commencing on the Ist day of April, 1915,
or the I st day of April, 1986, the order of fresh
assessment may be made on or before the 31st day
of March, 1990.".

173. After section 16A of the Gift-tax Act, the
following section sball be inserted, namely:-

'168. (I) Where a return of gifts for any assess
ment year under sub-section (I) of section 13 or
section 14, or in response to a notice under clause
(i) of sub-section (4) of section IS, 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 Ist day of July of the assessment
year, and,-

(a) 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 IS,

on the amount 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
the additional gift-tax, if any, payable under section
18B.

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 inade shall be
regarded as a regular assessment ft r the purposes
of this section.

(2) The interest payable under sub-section (I)
shall be reduced by the interest, if any, paid under
section 148 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
(l ) of section 16 issued a~ter 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 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 time allowed as aforesaid, and,-

<a) 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 ISB.

(4) Where. as a result of an order under Sec..
tion 22 or section 23 or Section 24 or seedOD 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 shall
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•
1>0 deemed to be a notice under section 3\ and the
provisions of this Act shall apply accordingly, and

tii1 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
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 shall be substituted, namely :-

Substitu
tion of new
sections for
sections 17
and 17A

'17. (1) If the Assessing Officer, in the course Penalty for
of any proceedings under this Act, is satisfied that failure to
any person has failed to comply with the notice comply
under sub-section (2) or sub section (4) of section with notices
15; the Assessing Officer may, by order in writing.
direct that such person shall pay, by way of penal-
ty, asum which shall not be less than one thousand
rupees but which may extend to twenty-five thou-
sand rupees for each such failure.

Provided that -

(a) 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 imposing a penalty under this
section shall be made -

(i) by the Income-tax Officer where thepenalty
exceeds ten thousand' rupees;
(til by the Assistant Commissioners, where the

penalty exceeds twenty thausand rupees except with
the prior approval of the Deputy Commissioner.
(2) No order shall be made under sub-section
(I) unless the person concerned has been
heard or has been given a reasonable opportunity
of being heard.

(3) No order imposing a penalty under subsec-'
tion (1) shall be passed after tbe expiry oftbe fina
.ncial year in which the proceedings, in the course
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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 imposi
tion of penalty is initiated, whichever period expires
later.

. Explanation ~ In computing the period of li-
mitation for the purposes of this section,~.

(i] the time taken in giving an opportunity to
the assessee to be re-heard under the proviso to
section 38; and
. (ii) any period during which a proceeding un
der this section for the levy of the penalty is stayed
by an order or injunction of any court.

shall be .excluded.

I7A. (1) If a person

(a) being legally bound to state the truth of any
matter touching the subject of his assessment. refuses
to answer any question put to him hy a gift-tax autho
rity in the exercise of his powers under Act; or

(h) refuses to sign any statement-made byhim in
the course of any proceedings under this Act, which
a gift-tax authority may legally require him to sign; or

(c) to whom a summons is issued undet sub
section (I) of section 36, hitherto attend to give
evidence or produce books of account or other do
cuments at a certain place and time, omits to 'attend
or produce the books of account or documents at
the place and time.

he shall pay. by way of penaltv, a sum which shall
not be less th-n five hundred rupees hut which may
extend to ten thousand rupees for each such default
or failure:

Provided that no penalty shall he imposable
under clause (c) if the person proves that there was
reasonable .cause for the said failure.

(2) If a person fails to furnish in due time any
statement or information which such person isbound
to furnish jo the Assessing Officer undersection 37.
heshall pay, by way of penally, a.'sum wiilch not
be Jess than one hundred rupees hut Wliicii may
extend 10 two hundred rupees fot every dav 'during
which the failure continues. '

. .
Ex-40(D)(U
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Provided that no penalty shall he imposable
under this sub-section if the person proves that
there was reasonable cause for the said failure.

(3) Any penalty imposable under sub-section
(1) or sub-Section (2) shall be imposed L-

(It) in a case where the contravention, failure
ox default in respect of which such penalty is impo
sable occurs in the course of any proceeding before
a gift-tax authority not lower in rank than a De
puty Director or a Deputy Commissioner, by such
!lift-tax authority;

(b) in any other case, by the Deputy Director
or the Deputy Commissioner.

(4) No order under this section shall be passed
by anv gift-tax authority referred to in sub-section
(3\ unless the person on whom penalty is proposed
to be imposed has been heard or has been given a
reasonable opportunity of being heard in the matter
by snch authority.

Explanation-s-In 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 (I) of
section 36.'.

175.. In till> Gift-tax Act, after section 18A, the follo
wing Chapter shall be inserted, namely:-

CHAPTER IVA

CHARGE OF ADDITIONAL GIFT-TAX IN
CERTAIN CASES

Insertion
of new
Chaptet
IVA.

18B. (I) Where, in the 'case of any person, the Additional
value of taxable gifts determined in the regular as- gift-ta.x.
5esssment for any assessment year (hereafter in this
section referred to as assessed taxable gift) exceeds
tho value of taxable gifts declare in the return of
taxable gifts furnished by such person for !bat asses-

. sment year (hereafter in this section referred to as
returned taxable gifts) by any amount, the Assessing
Ollicer shall make an order 10 writing that such per
son &hall, apart from the sum determined as paya-
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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 (Il,-

(a) 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 un
der sub-section (2) of section 15 on such person
shall be treated as the returned taxable gifts;

(bl where such person fall. to furnish the re
turn of taxable gifts in respect of any assessment
year and the assessment for that year is made uoder
sub-section 5 of section IS, the returned taxable gifts
sball 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 ]6, the returned
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 (I) has been increased or reduced, as the
ease 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;

Iii) in a case where the additional gift-tax is
reduced, the excess amount paid, if any, sball 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 payable under sub-section (I) by any
person, if he i. 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 taxa
ble gifts, as a result of the rejection of any expla
nation tby 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
of the assessed taxable gifts have been disclosed by
him

Provided that,-

(i) where an appeal before the Deputy Com
missioner IAppeals) or Commissioner (Appeals) or
the Appe late Tribunal has also been filed by the
assessee against 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-tax shall be accompanied
by a fee of one hundred rupees.

l5\ The additional gift-tax payable under this
section shall not be included in the amount of tax
payable 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,

(a\ in sub-section (1),-

(i) for clause (d), the following clause shall he
substituted, namely:-

"(d) objecting to any penalty imposed by the
Assessing Officer under section 17 as it stood imme
diately before the Ist day of April, 1989 or under
section 17 as amended by the Direct Tax Laws (A
mendment) Act, 1987;"

(ii) clause (h) shall be omitted;

(b) in sub-section lIA).. for clauses (b), (c) and (d),
the folic wing clauses shall be substituted, namely:-

"(b) obl"eeting to any assessment or order re
ferredto in causes (a) to (g) (both inclusive) of sub-



165 F:.~O(D)188

section (I). where such assessment or order has been
roade by the Deputy Commissioner in exercise of
the powers or functions conferred on or assigned to
him under section 7 or section 10; or

(c) objecting to any penalty imposed under
clause (c) of sub-section (I) of section 17 as it stood
immediately before the Ist day of April, 1989 in
resprect of any assessment year commencing on the
1st day of April, 1988 or any earlier assessment
yea t where such penalty 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";

(0) for sub-section (IB) and (IC), the following sub
section shall be substituted, namely:-

"(IB) Notwithstanding anything contained in sub
section (1), the Board or the Director 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
tisfied that it is necessary or expe.iient 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 reo
pened or that he be reheard.".

177. After section 22 of the Gift-tax Act, the fo
llowing section shall be inserted, namely:-

"22A. (l) Where before furnishing a return of
taxable gifts under sub-section (I) of section 13 or
section 14 or sub-section (4) of section] 5 for any
assessment year, any question crises as to whether,-

Insertion of
new section
22A.

Applica
tion

the
assessee
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In
(a) any amount is includible or not in com- certa

putiug the amount of taxable gifts (hereafter in this case
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 2 pplication under sub-section (2) :

Provided that the assessee,-

(i) shall include in such return the disputed
amount and shall not claim the disputed deduction;
and

{ii} 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 (I) may
be made within thirty days of furnishing the afore
said return to the Deputy Commissioner (Appeals)
or. as the case rna} be, to the Commissioner (Ap
peals).

(3) For the purpose of disposing of an app
lication under sub-section (I), the Deputy Commi
ssioner (Appeals) or, as the case may be, the Com
missioner (Appeals) may-·

(<1) 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 fULIHSh the report 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.".

I78. In section 32 of the Gift-tax Act.-

(a) in sub-section (I), for the words "thirty
five days". wherever they occur, the words "thirty
days" shall be substituted;
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(b) in sub-section (2),-

(i) for the words, brackets and figure "fifteen
per cent. per annum from the day commencing after
the end of the period mentioned in sub-section (I)",
the words,brackets and figure "one and one halfpereent.
for every month or part of a 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;

(ii) after the proviso, the following proviso
shall 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-tax 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.c-

"Explanation n.-The Chief Commissioner or
Commissioner and the Tax Recorvery Officer referred
to in 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. In section 33A of the Gift-tax Act,-

(i\ to sub-section (I), the following proviso
shall be added, namely:-
"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;

Amend
ment of
section
33A.
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(b) the assess-cent is annulled, the refund shall
become due only I f the amount if any. of the tax
pail in excess of tile tax chargeable on the total
income returned by the assessee.";

{ii} after sub-section (4), the following sub
sections shall be inserted, namely:

"(4A) The provisions of sub-sections (3), (3A)
and '/-) shall not apply in respect of any assessment
for the assessment year commencing on the l st day
of April, ]989, or any subsequent assessment year.

(4B) (a) Where, in pursuance of a:lY 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 the
leon 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 t::{~ 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 pe
nalty specified in the notice of demand issued under
section 31 is paid in excess of such demand.

(b) If the proceedings resulting in the refund
are delayed for reasons attributable to the assessee,
whether wholly or in part, period of the delay so
attrioutable to him shall be excluded HOm the pe
riod for which interest is payable, and where any
question arises as to the period to be excluded, it
shall be decided t y the .Chief Commissioner or
Commissioner whose decision the, ,~OI1 shall be final.

(c) Where, as a result of an order under sec
tion 16 or section 2~ or section 23 or section 24 Or
section 26 or section 28 or section 34, the amount
on which the interest was payable under clause (a)
has been i'·creased or reduced. as the case may he,
interest shall be increased or reduced accordingly,
and in :, . ase where the interest 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 31
and the provisions of this Act shall apply accordingly,
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(d) The .provisions of this sub-section shall
apply in respect of assessments for the assessment
year commencing on the 1st day of April, In9,

~ and subsequent" assessmentyears.".
',( .

181. In section 34 of the Gift-tax Act, in sub-sec
tion (I), after clause (a), the following clause she'll be
inserted, namely:-

c', "(aa) a gift-tax authority may ameud any in
"timation sent by it under sub-section (1) of section

15 or enhance or reduce the 'amount of refund
granted by it under that sub-section.".

1 ' "' , ,

182. In section 36 of the Gift-tax Act,-

(a) after sub-section (I), the following sub-sec
tion shall be inserted, namely :-

"(l'A) If the Director 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' Of class of person
within his jurisdiction. 'then, for the purposes of
making any. inquiry or investigation relating thereto
it shall' be' competent for him' to exercise the powers
conferred under sub-section (l i on the gift-tax au
thorities referred to in that sub-section, notwithstan
ding that no proceedings with respect to such per
sonor class of person are pending before him Or
any other gift-tax authority.";

" "

(b) sub-section (2) shall be omitted.

183. In section 37 of the Gift-tax Act,-

(a) for the words "Where: for the purposes of
determining (he ~ift':"t'l>( payable by any person, it
appears necessary for the Gift-tax Officer to obtain
any statement or information from any person,",
the wor.is "Where, for the purposes of this Acr,

o it appears necessary for any gift-tax authority to
obtain any statement or information from any per
sons or banking company,' shall be substituted;

, 'f '

_, ,I ,

(b) for the wads "the, Gift-tax Officer", in
the second an third .places where they occur, the
words "such gift-tax authority" shall be substituted.
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184. In section 4S of the Gift-tax Aet,-

(a) for the words "The provisions of this Act
shall not apply to gifts made by", the words "No
tax shall be levied under tbis Act in respect of gifts
made by', shall be substituted;

(b) for clauses (a), (b), (c), (d) and (da), the
following clauses shall be substituted, namely:-

"\a) a company in which the public are subs
stantially interested;

(b) any company to a. Indian compi iy in a
scheme of amalgamation;";

(c) for clause (e), the following clause sball be
substituted, namely:-

"(0) any institution or fund, which is eligible
for the deduction under section 8).:;' of the Income
tax Act.";

Amend
ment of
section 4

(d) for Explanations I, 2 and 3, the following
Explanations shall be substituted, namely:-

'Expla.ation I. -For the purposes of clause (b) the
term "amalgamation" shall have theneaning assigned
to it in elause (I '\1 of section 2 of the Income-tax Act.

Explanation 2.-For the removal of doubts, it
is hereby declared that the exemption admissible un
der clause (e) in relation to gifts made by an insti
tution or fund referred to in that clause sh1.11 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 saetion 80F of the Income-tax Act due to
non-compliance with any of the provisions of that
section;

(ii) that the deduction under section 80F of the
Income-tax Act is denied to the Institution or fund
in relation to any income arising to it from any
investment referred to in clause (b) of sub-section (4)
of that section wuere 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 ClI
pital of that concern.'.
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185. After section 46A of the Gift-tax Act, the
following section shall be inserted with effect from the
],I day of April, 1988 namely -

Insertion
of new sec
tion 47

'onsequen
al amend
rents.

"47. (I) If any difficulty arises in giving effect Power to
to the provisions of this Act, as amended by the remove
Direct Tax Laws (Amendment) Act, 1987, the Cen- difficulties
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 (I) shall
be laid before each House of Parliament:'

186. The following amendments (being amendments
of a consequential nature) shall be made in the Gift-tax
Act with effect from the Ist day of April, ,989, namely:-

ill in 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;

(ii) for the words, brackets and figures "as if
the notice 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 13". at both
the places where they occur, the words, brackets and
figures "clause (i) of sub-section (4) of section 15"
shall be substituted;

(2) in section 23, in sub-section \1), after the
word and figures "section 22", the words, figures and
letter "or section 22A" shall be inserted;

(3) in section 34, in sub-section (I), for clause
(bl, (c), (d) and (e), the following clauses shall be
substituted, nameiy.-
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"(b) the Deputy Director or Deputy Commis
sioner or Director or Commissioner or Deputy Corn
missioner (Appeals) or Commissioner (Appeals) may
amend any order passed by him under section 17A:

(c) the Deputv Commissioner (Appeals) Or
Commissioner (Appeals) may amend any order
passed by him under section 22 or section 22A.;

(d) the Comrrissioner may amend any order
passed by him under section 24 ;

(e) the Appellate Tribunal may amend any or
der passed by it under section 23 or section 25.".

CHAPTER V

A nendments to the Comp mies (Profits) Surtax Act, 1964.

Subsritu tion
of new
author ities,

187. In the Companies ('rofits) Surtax Act, 1964
(hereafter in this Chapter referred to as the Surtax Act)
save as otherwise exnressly provided in this Act, and
unless the context otherwise Tcquires. reference to any
authority specified in column (I) of the Table below shall
be substituted with effect from the 1st day of Anril, 193~

by references to the authority or authorities specified in
the corresponding entry in column (2) of the sard
Table, and such consequential changes as the rules of
grammar may require, s'tatl also be made:

TABLE

----~----_._---------------

7 of 196c

(1) (2)
-- --- ------------~---------~--

Commissioner

Inspecting Assistant
Commissioner
Income-tax Officer

Chief Commissioner or
Commissioner
Deputy Commissioner

Assessing Officer

188. For section 3 of the Surtax Act, the following
section shall be substituted, with effect from the 1st day
of ApJiI, 1988, name1y:-

Substi
tution of
new secti.
for sectio
3.
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"3. (I) 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 shall 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 under this Act sball 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 otber provision
of that Act.

(2) The Board may, from time to time, issue
such orders, instructions and directions to other
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-

(a) so as to require any tax authority to make
a particular assessment or to dispose of a particular
ease in a particular manner; or

(b) so as to interfere witb 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 \438) and 44", the figures and brackets "2 (44)"
sha I be substitnted;

(b) for the figures and letters "118, 125, 125A,
129, 130, BOA", the figures "116, 117, 118, 119,
120, 129" shall be substituted with effect from the
1st day of ApriL 1988.

,.__ a "'... ~ ... Coatrollor. Pl1Illiq a StanOhr)', _
PriJaWd at the Mizoram Gon. Prou, AilawL cr.730


