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CHAPTER XII
DETERMINATION OF TAX IN CERTAIN SPECIAL CASES

1 Determination of tax where total income includes income on which no tax is
payable.

110. Where there is included in the total income of an assessee any incom
which no income-tax is payable under the provisions of this Act, ti
assessee shall be entitled to a deduction, from the amount of income-tax
which he is chargeable on his total income, of an amount equal to the inco
tax calculated at the average rate of income-tax on the amount on whict
income-tax is payable.]
Tax on accumulated balance of recognised provident fund.
111. (1) Where the accumulated balance due to an employee participating
recognised provident fund is included in his total income, owing to tt
provisions of rule 8 of Part A of the Fourth Schedule not being applicable, |
[Assessing] Officer shall calculate the total of the various surifftaf] in
accordance with the provisions of sub-rule (1) of rule 9 thereof.
(2) Where the accumulated balance due to an employee participating |
recognised provident fund which is not included in his total income under 1
provisions of rule 8 of Part A of the Fourth Schedule becomes payable, su
tax shall be calculated in the manner provided in sub-rule (2) of rule 9 there

[Tax on long-term capital gains.

18112.(1) Where the total income of an assessee includes any income, ari

from the transfer of a long-term capital asset, which is chargeable un
the head “Capital gains”, the tax payable by the assessee on the totalincome
be the aggregate of,—

(Contd. from p. 1.469)
Il. thevalue of the fixed assets as shown in the books of
the company, 90% :
whichever of these is greater:
Provided that in the case of such company, not being a
trading company, sub-claus® €hall have effect as if for
the word “exceed”, the words “exceed twice the amount
of” were substituted ;
(b) where sub-clausea)does not apply 60% ;
(iv) “gross total income” means the total income computed in accordance with t
provisions of this Act before making any deduction under Chapter VI-A.’
14. Substituted by the Finance Act, 1965, w.e.f. 1-4-1965.
15. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
16. Substituted for “income-tax and super tax” by the Finance Act, 1965, w.e.f. 1-4-19¢
17. Inserted by the Finance Act, 1992, w.e.f. 1-4-1993. Earlier section 112 was omittec
the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968 and replaced by section 80S. Beforz
omission, the section was firstamended by the Finance Act, 1965, w.e.f. 1-4-1965
then by the Finance (No. 2) Act, 1965, w.e.f. 11-9-1965.
18. Sealso Circular No. 721, dated 13-9-1995. For detadleT axmann’s Master Guide
to Income-tax Act.
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(@) in the case of an individual or a Hindu undivided faniffypeing a
resident,]—

(i) the amount ofincome-tax payable on the totalincome as reduc
by the amount of such long-term capital gains, had the tof
income as so reduced been his total income ; and

(ii) the amount of income-tax calculated on such long-term capit
gains at the rate of twenty per cent :

Provided that where the total income as reduced by such long-tel

capital gains is below the maximum amount which is not chargeatl

to income-tax, then, such long-term capital gains shall be reduced
the amount by which the total income as so reduced falls short of
maximum amount which is not chargeable to income-tax and the
on the balance of such long-term capital gains shall be computet
the rate of twenty per cent;

(b) in the case of #[domestic] company,—

(i) the amountofincome-tax payable onthe totalincome as reduc
by the amount of such long-term capital gains, had the tof
income as so reduced been its total income ; and

(ii) the amount of income-tax calculated on such long-term capit
gains at the rate éftwenty] per cent :

21[***]
22[(c) in the case of a non-resident (not being a company) or a forei
company,—

(i) the amount ofincome-tax payable onthe totalincome as reduc
by the amount of such long-term capital gains, had the tof
income as so reduced been its total income ; and

(ii) the amount of income-tax calculated on such long-term capit
gains at the rate of twenty per cent ;]

2[(d)] in any other cas#[of a resident],—

(i) the amount ofincome-tax payable onthe totalincome as reduc
by the amount of long-term capital gains, had the total income
so reduced been its total income ; and

(ii) the amount of income-tax calculated on such long-term capit
gains at the rate éftwenty] per cent.

19.
20.

21.

22.
23.
24.
25.

Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.

Substituted for “thirty” by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997. Earlie
“thirty” was substituted for “forty” by the Finance Act, 1994, w.e.f. 1-4-1995.

The proviso omitted by the Finance Act, 1995, w.e.f. 1-4-1996. Prior to its omission 1
proviso, as amended by the Finance Act,1994, w.e.f. 1-4-1995, read as under :
‘Provided that in relation to long-term capital gains arising to a venture capit:
company from the transfer of equity shares of venture capital undertakings,
provisions of sub-clausé )Y shall have effect as if for the words “thirty per cent”, the
words “twenty per cent” had been substituted ;’

Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.

Existing claused) relettered as clausd)(by the Finance Act, 1994, w.e.f. 1-4-1995.
Insertedibid.

Substituted for “thirty” by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997.
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Explanation—29***]

The following proviso and Explanation shall be inserted at the end of sub-
section (1) of section 112 by the Finance Act, 1999, w.e.f. 1-4-2000 :

Providedthat where the tax payable in respect of any income arising from t
transfer of a long-term capital asset, being listed securities, exceeds ten
cent of the amount of capital gains before giving effect to the provisions of
second proviso to section 48, then, such excess shall be ignored for the pur
of computing the tax payable by the assessee.

Explanatiom—For the purposes of this sub-section, “listed securities” meatr
the securities—

() as defined in clauseh) of section 2 of the Securities Contracts
(Regulation) Act, 1956 (32 of 1956); and

(b) listed in any recognised stock exchange in India.

(2) Where the gross total income of an assessee includes any income ar
from the transfer of a long-term capital asset, the gross total income shal
reduced by the amount of such income and the deduction under Chapter \
shall be allowed as if the gross total income as so reduced were the gross
income of the assessee.

(3) Where the total income of an assessee includes any income arising fron
transfer of a long-term capital asset, the total income shall be reduced by
amount of such income and the rebate under section 88 shall be allowed |
the income-tax on the total income as so reduced.

Tax on interest on National Savings Certificates (First Issue).

112A. [Omitted by the Finance Act, 1988, w.e.f. 1-4-1989. Original section 11-
was inserted by the Finance (No. 2) Act, 1965, w.e.f. 11-9-1965 and la

on amended by the Finance Act, 1966, w.e.f. 1-4-1966, Finance (No. 2) Act, 1¢

w.e.f. 1-4-1968, Taxation Laws (Amendment) Act, 1970, with retrospective ef

from 1-4-1968/1969 and Finance Act, 1973, with retrospective effect frothQlZ2]

26. The Explanationomitted by the Finance Act, 1995, w.e.f. 1-4-1996. Prior to it
omission, th&xplanationread as under :
‘Explanation—For the purposes of this sub-section,—

(a) “venture capital company” means such company as is engaged in providi
finance to venture capital undertakings mainly by way of acquiring equity shar
of such undertakings or, if the circumstances so require, by way of advancing lo
to such undertakings, andis approved by the Central Governmentin this behal

(b) “venture capital undertaking” means such company as the prescribed autho
may, having regard to the following factors, approve for the purposes of this st
section, namely :(—

(1) thetotalinvestmentinthe company does notexceed ten crore rupees or s
other higher amount as may be prescribed ;

(2) the company does not have adequate financial resources to undertake pro
forwhichitis otherwise professionally or technically equipped ; and

(3) the company seeks to employ any technology which will result in significal
improvement over the existing technology in India in any field and th
investmentin such technology involves high risk.’
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2[Tax in the case of block assessment of search cases.

113. The total undisclosed income of the block period, determined unc
section 158BC, shall be chargeable to tax at the rate of sixty per cen

Tax on capital gains in cases of assessees other than companies.

114. [Omitted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968 and reintroduc
with material modifications in section 80T. Section 114 was substituted fi

by the Finance (No. 2) Act, 1962, w.e.f. 1-4-1962 and later on amended by

Finance Act, 1964, w.e.f. 1-4-1964, the Finance Act, 1965, w.e.f. 1-4-1965,

Finance (No. 2) Act, 1965, w.e.f. 11-9-1965 and the Finance Act, 1966, w.

1-4-1966]

Tax on capital gains in case of companies.

281 15.[Omitted by the Finance Act, 1987, w.e.f. 1-4-1P88.

29Tax on dividends, royalty and technical service fees in the case of foreign

companies.

301 15A.3 (1) Where the total income of—

(a) a non-resident (not being a company) or of a foreign compar
includes any income by way of—

27. Inserted by the Finance Act, 1995, w.e.f. 1-7-1995. Earlier section 113 dealing with “T
inthe case of non-resident” was omitted by the Finance Act, 1965, w.e.f. 1-4-196¢

28. Omitted section 115, as amended by the Finance (No. 2) Act, 1962, w.e.f. 1-4-1962,
Finance Act, 1964, w.e.f. 1-4-1964, the Finance Act, 1965, w.e.f. 1-4-1965, the Final
Act, 1966, w.e.f. 1-4-1966, the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972, the Finar
(No. 2) Act, 1974, w.e.f. 1-4-1975, the Finance Act, 1976, w.e.f. 1-4-1977 and t
Finance Act, 1985, w.e.f. 1-4-1986, stood as under :

‘115.Tax on capital gains in case of companie¥/kere the total income of a company
includes any income chargeable under the head “Capital gains” relating to capital as
other than short-term capital assets (such income being hereinafterreferredto as|
term capital gains), the income-tax payable shall be the aggregate of—
(i) the amount of income-tax calculated on the amount of long-term capital gai
included in the totalincome—

(a) on so much of the amount of such long-term capital gains as relate
buildings or lands or any rights in buildings or lands, at the rate of fifty pe
cent;and

(b) onthe balance of such long-term capital gains, if any, at the rate of forty
cent; and

(i) the amount of income-tax with which it would have been chargeable had its to
income been reduced by the amount of long-term capital gains referred toin cla
@M.

29. Inserted by the Finance Act, 1976, w.e.f. 1-6-1976.

30. Sealso Circular No. 473, dated 29-10-1986 and Circular No. 740, dated 17-4-1996.
details seeTaxmann’s Master Guide to Income-tax Act.

31. Substituted by the Finance Act, 1994, w.e.f. 1-4-1995. Prior to substitution, sub-section
as amended by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1977/1-4-1978, the Finance Act, 1
w.e.f. 1-6-1983, the Finance Act, 1986, w.e.f. 1-4-1987, the Direct Tax Laws (Amendme
Act, 1989, w.e.f. 1-4-1989 and the Finance Act, 1992, w.e.f. 1-6-1992, read as under :
‘(1) Subjectto the provisions of sub-sections (1A) and (2), where the total income of
assessee, being a foreign company, includes any income by way of—

(a) dividends;or
(aa) interestreceived from Governmentor an Indian concern on moneys borrowec
debtincurred by Government or the Indian concernin foreign currency ; or
(Contd. on p. 1.474)

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



S. 115A I.T. ACT, 1961 1.474

(i) dividends®jother than dividends referred to in section 115-0] ; o

(ii) interest received from Government or an Indian concern
monies borrowed or debt incurred by Government or the Indic
concern in foreign currency ; or

(iii) income received in respect of units, purchased in foreign curre
cy, of a Mutual Fund specified under claugel}) of section 10
or of the Unit Trust of India,

the income-tax payable shall be aggregate of—

(A) the amount ofincome-tax calculated on the amount ofincome
way of dividends?other than dividends referred to in section
115-0], if any, included in the total income, at the rate of twent
per cent ;

(B) the amount ofincome-tax calculated on the amount ofincome
way of interest referred to in sub-clausg (f any, included in
the total income, at the rate of twenty per cent ;

(C) the amount of income-tax calculated on the income in respect
units referred to in sub-clause) if any, included in the total
income, at the rate of twenty per cent ; and

(D) the amount of income-tax with which he or it would have bee
chargeable had his or its total income been reduced by t

(Contd. from p. 1.473)
(ab) income received in respect of units, purchased in foreign currency, of a Mutt
Fund specified under claus23D) of section 10 ; or
(b) royalty or fees for technical services received from Government or an Indi
concern in pursuance of an agreement made by the foreign company w
Government or the Indian concern after the 31stday of March, 1976, and wh
such agreement is with an Indian concern, the agreement is approved by
Central Government or where it relates to a matter included in the industr
policy, for the time being in force, of the Government of India, the agreement
in accordance with that policy,
the income-tax payable shall be the aggregate of—
(i) the amountofincome-tax calculated on the amount ofincome by way of dividen
if any, included in the total income, at the rate of twenty-five per cent;
(ia) the amountofincome-tax calculated onthe income, by way of interestreferred t
clause §a), if any, included in the total income, at the rate of twenty-five per cent
(ib) the amountofincome-tax calculated onthe income in respect of units referred t
clause @b), if any, included in the total income, at the rate of twenty-five per cent
(ii) the amount of income-tax calculated on the income by way of royalty, if an
included in the total income, at the rate of thirty per cent;
(iii) the amount ofincome-tax calculated on the income by way of fees for techni
services, if any, included in the total income, at the rate of thirty per cent; al
(iv) the amount of income-tax with which it would have been chargeable had its to
income been reduced by the amount ofincome referred to in ciyuda@seda)
and clauseh).
Explanation—For the purposes of this section,—
(a) “feesfortechnical services” shall have the same meanindgaxplanation 2o
clause Yii) of sub-section (1) of section 9 ;
(b) “foreign currency” shall have the same meaning as iBxpéanatiorbelow item
(g) of sub-clauseiy) of clause 15) of section 10 ;
(c) “royalty” shall have the same meaning aEkplanation 2o clause\i) of sub-
section (1) of section 9.’
32. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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amount of income referred to in sub-clauigequb-clauseii()
and sub-clausaeii() ;

(b) aforeigncompany, includes any income by way of royalty or fees f
technical services received from Governmentor an Indian concerr
pursuance of an agreement made by the foreign company w
Government or the Indian concern after the 31st day of March, 19°
and where such agreement is with an Indian concern, the agreen
is approved by the Central Government or where itrelates to a ma
included in the industrial policy, for the time being in force, of the
Government of India, the agreementis in accordance with that poli
then, subject to the provisions of sub-sections (1A) and (2), tl
income-tax payable shall be the aggregate of,—

(A

(B)

©

the amount of income-tax calculated on the income by way
royalty, ifany, included in the total income, at the rate of thirty pe
cent if such royalty is received in pursuance of an agreeme
made on or before the 31stday of May, 1997 and twenty per c
where such royalty is received in pursuance of an agreeme
made after the 31st day of May, 1997;

the amount of income-tax calculated on the income by way
fees for technical services, if any, included in the total income,
the rate of thirty per cent if such fees for technical services &
received in pursuance of an agreement made on or before
31st day of May, 1997 and twenty per cent where such fees:
technical services are received in pursuance of an agreem
made after the 31st day of May, 1997; and]

the amount of income-tax with which it would have beel
chargeable had its total income been reduced by the amoun
income by way of royalty and fees for technical services.

Explanation—For the purposes of this section,—

(a) “fees for technical services” shall have the same meaning as
Explanation 2o clause\(ii) of sub-section (1) of section 9 ;

(b) “foreign currency” shall have the same meaning as iExpdana-
tion below item §) of sub-clauseiy) of clause 15) of section 10 ;

(o) “royalty” shall have the same meaning aEiuplanation 2to clause
(vi) of sub-section (1) of section 9 ;

(d) “UnitTrustof India” means the Unit Trust of India established unde
the Unit Trust of India Act, 1963 (52 of 1963).]

3[(1LA) Where the royalty referred to in claud® 6f sub-section (1) is in
consideration for the transfer of all or any rights (including the granting of
licence) in respect of copyrightin any book to an Indian corigernn respect

33. Substituted by the Finance Act, 1997, w.e.f. 1-4-1998. Prior to its substitution, st
clausesA) and B), read as under:
“(A) the amount of income-tax calculated on the income by way of royalty, if an
included in the total income, at the rate of thirty per cent;

(B) the amount ofincome-tax calculated on the income by way of fees for techni

services, if any, included in the total income, at the rate of thirty per cent; an
34. Inserted by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.
35. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.
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of any computer software to a person resident in India], the provisions of s
section (1) shall apply in relation to such royalty as if the wéid@$the
agreement is approved by the Central Government or where it relates
matter] included in the industrial policy, for the time being in force, of th
Government of India, the agreementis in accordance with that policy] occurr
in the said clause had been omitted :

Provided that such book is on a subject, the books on which are permitt
according to the Import Trade Control Policy of the Government of India fort
period commencing from the 1st day of April, 1977, and ending with the 3:
day of March, 1978, to be imported into India under an Open General Licence

¥[Provided further that such computer software is permitted according to tt
Import Trade Control Policy of the Government of India for the time being
force to be imported into India under an Open General Licence.]

3 Explanation ]1.—In this sub-section, “Open General Licence” means a
Open General Licence issued by the Central Government in pursuance o
Imports (Control) Order, 1955.]

4 Explanation 2—In this sub-section, the expression “computer software
shall have the meaning assigned to it in claoseftheExplanationto section
80HHE.]

(2) Nothing contained in sub-section (1) shall apply in relation to any income
way of royalty received by a foreign company from an Indian concern
pursuance of an agreement made by it with the Indian concern after the 31s
of March, 1976, if such agreement is deemed, foffparposes of the first
proviso] to clausey) of sub-section (1) of section 9, to have been made befc
the 1st day of April, 1976; and the provisions of the annual Finance Act"
calculating, charging, deducting or computing income-tax shall apply inrelati
to such income as if such income had been received in pursuance o
agreement made before the 1st day of April, 1976.]
42[(3) No deduction in respect of any expenditure or allowance shall be allow
to the assessee under sections 28 to 44C and section 57 in computing his
income referred to in sub-section (1).
(4) Where in the case of an assessee referred to in sub-section (1),—
(a) the grosstotalincome consists only ofthe income referred toin clat
(a) of that sub-section, no deduction shall be allowed to him or
under Chapter VI-A;

36. Substituted for “and approved by the Central Government” by the Finance Act, 19!
w.e.f. 1-6-1992.

37. Substituted for “approved by the Central Government or where the agreement relate
a matter” by the Finance Act, 1994, w.e.f. 1-4-1995.

38. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.

39. Renumberedbid.

40. Insertedibid.

41. Substituted for “purposes of the provisidid.

42. Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.
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(b) the gross total income includes any income referred to in clause
of that sub-section, the gross total income shall be reduced by
amount of such income and the deduction under Chapter VI-A sh
be allowed as if the gross total income as so reduced were the g
total income of the assessee.

(5) It shall not be necessary for an assessee referred to in sub-section (
furnish under sub-section (1) of section 139 a return of his or its income if

(a) his orits total income in respect of which he or itis assessable un
this Act during the previous year consisted only of income referre
to in clause d) of sub-section (1); and

(b) the tax deductible at source under the provisions of Chapter XVII-
has been deducted from such income.]

4[Tax onincome from units purchased in foreign currency or capital gains

arising from their transfer.

115AB (1) Where the total income of an assessee, being an overseas final
organisation (hereinafter referred to as Offshore Fund) includes—

(a) incomereceived in respect of units purchased in foreign currency;

(b) income by way of long-term capital gains arising from the transfer
units purchased in foreign currency,

the income-tax payable shall be the aggregate of—

(i) the amountofincome-tax calculated onthe income inrespectof ur
referred to in clausay, if any, included in the totalincome, atthe rate
of ten per cent;

(ii) the amount of income-tax calculated on the income by way of lon
term capital gains referred to in clausk if any, included in the total
income, at the rate of ten per cent; and

(iii) the amount of income-tax with which the Offshore Fund would hay
been chargeable had its total income been reduced by the amoul
income referred to in clausa)(@nd clauseh).

(2) Where the gross total income of the Offshore Fund,—

(a) consists only of income from units or income by way of long-terr
capital gains arising from the transfer of units, or both, no deducti
shall be allowed to the assessee under sections 28 t6[#4C
or clause i or clausei{i) of section 57 or under Chapter VI-A
4fand nothing contained in the provisions of the second proviso
section 48 shall apply to income referred to in claby®f sub-
section (1)];

(b) includes any income referred to in clausg the gross total income
shall be reduced by the amount of such income and the deduct

43. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.
44. Words “or sub-section (2) of section 48” omitted by the Finance Act, 1992, w.e.f. 1-4-19!
45. Insertedibid.
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under Chapter VI-A shall be allowed as if the gross total income
so reduced were the gross total income of the assessee.

Explanation—For the purposes of this section,—

@

)
©
(d)
©)
("

“overseas financial organisation” means any fund, institution, assoc
tion or body, whether incorporated or not, established under the la
of a country outside India, which has entered into an arrangement
investment in India with any public sector bank or public financie
institution or a mutual fund specified under cla®i)) of section
10 and such arrangementis approved by the Central Governmen
this purpose;

“unit” means unit of a mutual fund specified under cla@8dj of
section 10 or of the Unit Trust of India;

“foreign currency®® shall have the meaning as in the Foreigr
Exchange Regulation Act, 1973 (46 of 1973);

“public sector bank” shall have the meaning assigned to it in clau
(23D) of section 10;

“public financial institution” shall have the meaning assigned toiti
section 4A” of the Companies Act, 1956 (1 of 1956);

“Unit Trust of India” means the Unit Trust of India established unde
the Unit Trust of India Act, 1963 (52 of 1963)].

4[Tax on income from bonds or shares purchased in foreign currency or

capital gains arising from their transfer.

115AC. (1) Where the total income of an assessee, being a non-resid
includes—

@

()

income by way of interest or dividend@$other than dividends
referred to in section 115-0O], on bonds or shares of an Indi
company issued in accordance with such scheme as the Cer
Government may, by notification in the Official Gaz&itgpecify in
this behalffor on bonds or shares of a public sector company, sc
by the Government] and purchased by him in foreign currency; c

income by way of long-term capital gains arising from the transfer
bonds or, as the case may be, shares referred to in dquse (

the income-tax payable shall be the aggregate of—

M

the amount ofincome-tax calculated on the income by way of intere
or dividends$?fother than dividends referred to in section 115-0], a

46. For definition of “foreign currency’seefootnote 35 on p. 1.6Gnte

47. Fortextofsection 4A ofthe Companies Act, 1956, and notified institutions thereund
seeAppendix One.

48. Inserted by the Finance Act, 1992, w.e.f. 1-4-1993.

49. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.

50. Foreign Currency Convertible Bonds and Ordinary Shares (Through Depository Rec
Mechanism) Scheme has been notified—Notification No. SO 1032(E), dated 24-:
1993. For detailseeTaxmann’s Master Guide to Income-tax Act.

51. Inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-10-1996.

52. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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the case may be, inrespect of bonds or shares referred to inajausc
if any, included in the total income, at the rate of ten per cent;

(ii) the amount of income-tax calculated on the income by way of lon
term capital gains referred to in clauk if any, at the rate of ten per
cent; and

(iii) the amount of income-tax with which the non-resident would hay
been chargeable had his total income been reduced by the amou
income referred to in clausa)(@nd clauseh).

(2) Where the gross total income of the non-resident—

(a) consists only ofincome by way of interest or dividef§isther than
dividends referred to in section 115-0] in respect of bonds or, as*
case may be, shares referred to in claasef(sub-section (1), no
deduction shall be allowed to him under sections 28 to 44C or clat
(i) or clausei{i) of section 57 or under Chapter VI-A;

(b) includes any income referred to in claugedr clauself) of sub-
section (1) the gross total income shall be reduced by the amoun
such income and the deduction under Chapter VI-A shall be allow
asifthe grosstotalincome as so reduced, were the gross total inc
of the assessee.

(3) Nothing contained in the first and second provisos to section 48 shall ag
for the computation of long-term capital gains arising out of the transfer
long-term capital asset, being bonds or shares referred to in cluske (

sub-section (1).

(4) It shall not be necessary for a non-resident to furnish under sub-sectior
of section 139 a return of his income if—

(a) his total income in respect of which he is assessable under this .
during the previous year consisted only of income referred to
clause &) of sub-section (1); and

(b) the tax deductible at source under the provisions of Chapter XVII-
has been deducted from such income.]

The following sub-section (5) shall be inserted after sub-section (4) of
section 115AC by the Finance Act, 1999, w.e.f. 1-4-2000 :

(5) Where the assessee acquired shares or bonds in an amalgamate
resulting company by virtue of his holding shares or bonds in the amalgamat
or demerged company, as the case may be, in accordance with the provis
of sub-section (1), the provisions of the said sub-section shall apply to s
shares or bonds.

The following section 115ACA shall be inserted after section 115AC by the
Finance Act, 1999, w.e.f. 1-4-2000 :

Tax on income from Global Depository Receipts purchased in foreign
currency or capital gains arising from their transfer.

115ACA. (1) Where the total income of an assessee, being an individual, whc
a resident and an employee of an Indian company engagetbirma-

52a.Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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tion technology software and information technology services (hereafterint
section referred to as the resident employee), includes—

(@

(0)

income by way of dividends, other than dividends referred to in secti
115-0, on Global Depository Receipts of an Indian company engag
in information technology software and information technology sel
vices, issued in accordance with such employees’ stock option sche
as the Central Government may, by notification in the Official Gazett
specify in this behalf and purchased by him in foreign currency; or

income by way of long-term capital gains arising from the transfe
of Global Depository Receipts referred to in clawse (

the income-tax payable shall be the aggregate of—

0]

(i)

(iii)

the amount of income-tax calculated on the income by way
dividends, other than dividends referred to in section 115-0O, |
respect of Global Depository Receipts referred to in clagsef(
any, included in the total income, at the rate of ten per cent;
the amount of income-tax calculated on the income by way of lor
term capital gains referred to in claud® (if any, at the rate of ten
per cent; and

the amount of income-tax with which the resident employee wot
have been chargeable had his total income been reduced by
amount of income referred to in clausasdnd ).

(2) Where the gross total income of the resident employee—

@

(0)

consists only of income by way of dividends, other than dividen
referred to in section 115-0O, in respect of Global Depositor
Receipts referred to in clausa) f sub-section (1), no deduction
shall be allowed to him under any other provision of this Act;
includes any income referred to in clauggdr clause ) of sub-
section (1), the gross total income shall be reduced by the amo!
of such income and the deduction under any provision of this £
shall be allowed as if the gross total income as so reduced were
gross total income of the assessee.

(3) Nothing contained in the first and second provisos to section 48 shall ap
for the computation of long-term capital gains arising out of the transfer
long-term capital asset, being Global Depository Receipts referred to in clat
(b) of sub-section (1).

Explanation—For the purposes of this section,—

@

(0)

“Global Depository Receipts” means any instrument in the form ¢
adepository receipt or certificate (by whatever name called) create
by the Overseas Depository Bank outside India and issued to n
resident investors against the issue of ordinary shares or forei
currency convertible bonds of issuing company;

“information technology service” means any service which result
from the use of any information technology software over a systt
of information technology products for realising value addition;
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(o) “information technology software” means any representation c
instructions, data, sound or image, including source code ar
object code, recorded in a machine readable form and capable
being manipulated or providing inter-activity to a user, by means
an automatic data processing machine falling under heading info
mation technology products but does not include non-informatic
technology products;

(d) “Overseas Depository Bank” means a bank authorised by the issuir
company to issue Global Depository Receipts against issue
Foreign Currency Convertible Bonds or ordinary shares of the issuin
company.

5 Tax on income of Foreign Institutional Investors from securities or

capital gains arising from their transfer.

115AD. (1) Where the total income of a Foreign Institutional Investc
includes—

(a) income®*¥dother than income by way of dividends referred to i
section 115-QPreceived in respect of securities (other than uni
referred to in section 115AB); br

(b) income by way of short-term or long-term capital gains arising froi
the transfer of such secuirities,

the income-tax payable shall be the aggregate of—

(i) the amount of income-tax calculated on the income in respect
securities referred to in claus®, (f any, included in the totalincome,
at the rate of twenty per cent;

(ii) the amount ofincome-tax calculated on the income by way of shc
term capital gains referred to in claugk if any, included in the total
income, at the rate of thirty per cent;

(iii) the amount of income-tax calculated on the income by way of lon
term capital gains referred to in clausk if any, included in the total
income, at the rate of ten per cent; and

(iv) the amount of income-tax with which the Foreign Institutional Investc
would have been chargeable had its total income been reduced by
amount of income referred to in clause 4nd claus€b).

53. Inserted by the Finance Act, 1993, w.e.f. 1-4-1993.
54. Substituted by the Finance (No. 2) Act, 1998, wle4-1999Prior to its substitution,
clause &), as amended by the Finance Act, 1997, w.e.f. 1-4-1998, read as under :
“(a) income other than income by way of dividends referred to in section 115-
received in respect of securities (other than units referred to in section 115A
listed in arecognised stock exchange in India in accordance with the provisic
of the Securities Contracts (Regulation) Act, 1956 (42 of 1956), and any rul
made thereunder; or”
54a.Inserted by the Finance Act, 1999, w.&:#4-1999.
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(2) Where the gross total income of the Foreign Institutional Investor—

(a) consists only of income in respect of securities referred to in clac
(a) of sub-section (1), no deduction shall be allowed to it und
sections 28 to 44C or clausgdr clauseiii ) of section 57 or under
Chapter VI-A;

(b) includes any income referred to in clauaedr clauself) of sub-
section (1), the gross total income shall be reduced by the amoun
such income and the deduction under Chapter VI-A shall be allow
asifthe grosstotalincome as so reduced, were the gross total inc
of the Foreign Institutional Investor.

(3) Nothing contained in the first and second provisos to section 48 shall ag
for the computation of capital gains arising out of the transfer of securit
referred to in clausdb) of sub-section (1).

Explanation—For the purposes of this section,—

(a) the expression “Foreign Institutional Investor” means such invest
as the Central Government may, by notification in the Officis
Gazette, specify in this behalf;

(b) the expression “securitie8’shall have the meaning assigned to itir
clause [§) of section 2 of the Securities Contracts (Regulation) Ac
1956 (42 of 1956).]

S§[Tax on profits and gains of life insurance business.

115B.57[(1)] Where the total income of an assessee includes any profits :
gains from life insurance business, the income-tax payable shall be
aggregate of—

(i) the amount of income-tax calculated on the amount of profits al
gains of the life insurance businessincluded in the total income, at
rate of twelve and one-half per cent; and

(ii) the amount of income-tax with which the assessee would have b
chargeable had the total income of the assessee been reduced b
amount of profits and gains of the life insurance business.]

58[(2) Notwithstanding anything contained in sub-section (1) or in any other I
forthe time being in force or any instrument having the force of law, the asse:
shall, in addition to the payment ofincome-tax computed under sub-section
deposit, durindthe previous years relevant to the assessment years comir
cing on the 1st day of April, 1989 and the 1st day of April, 1990], an amot
equal to thirty-three and one-third per cent of the amount of income-tax compu
under clauséd) of sub-section (1), in such social security fund (hereafterin th

55. Fordefinition of “security”seefootnote 51 on p. 1.28nte.

56. Inserted by the Finance Act, 1976, w.e.f. 1-6-1976.

57. Inserted by the Finance Act, 1988, w.e.f. 1-4-1989.

58. Insertedibid.

59. Substituted for “the previous year relevant to the assessment year commencing ol
1stday of April, 1989” by the Finance Act, 1989, w.e.f. 1-4-1990.
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sub-section referred to as the security fund), as the Central Government ma
notificatiorf®in the Official Gazette, specify in this behalf :

Provided that where the assessee makes during the said pr&{yeass] any
deposit of an amount of not less than two and one-half per cent of the profits
gains of the life insurance business in the security fund, the amount of inco
tax payable by the assessee under the said clawsg®ll be reduced by an
amount equal to two and one-half per cent of such profits and gains &
accordingly, the deposit of thirty-three and one-third per cent required to
made under this sub-section shall be calculated on the income-tax a:
reduced.]

5[ Tax on winnings from lotteries, crossword puzzles, races including horse races,
card games and other games of any sort or gambling or betting of any form or
nature whatsoever.
115BB .Where the total income of an assessee includes any income by wa
winnings from any lottery or crossword puzzle or race including hor:
race (not being income from the activity of owning and maintaining race hors
or card game and other game of any sort or from gambling or betting of any f«
or nature whatsoever, the income-tax payable shall be the aggregate of—
(i) the amount of income-tax calculated on income by way of winning
from such lottery or crossword puzzle or race including horse ra
or card game and other game of any sort or from gambling or betti
of any form or nature whatsoever, at the rate of forty per cent; a
(ii) the amount of income-tax with which the assessee would have b
chargeable had his total income been reduced by the amoun:
income referred to in clausg.(
Explanation—For the purposes of this section, “horse race” shall have the sa
meaning as in section 74A.]

83 Tax on non-resident sportsmen or sports associations.
115BBA. (1) Where the total income of an assessee,—

(a) beingasportsman (including an athlete), who is not a citizen of Inc
and is a non-resident, includes any income received or receivable
way of—

(i) participationinIndiain any game (other than a game the winnin
wherefrom are taxable under section 115BB) or sport; or
(ii) advertisement; or
(iii) contribution of articles relating to any game or sport in India i
newspapers, magazines or journals; or

(b) being a non-resident sports association or institution, includes a
amount guaranteed to be paid or payable to such associatior
institution in relation to any game (other than a game the winnin
wherefrom are taxable under section 115BB) or sport played in Ind

60. For notified Social Security FunseeTaxmann’s Master Guide to Income-tax Act.
61. Substituted for “year” by the Finance Act, 1989, w.e.f. 1-4-1990.

62. Inserted by the Finance Act, 1986, w.e.f. 1-4-1987.

63. Inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1990.
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the income-tax payable by the assessee shall be the aggregate of—
(i) the amount of income-tax calculated on income referred to in clau

(a) or clausely) at the rate of ten per cent; and

(ii) the amount of income-tax with which the assessee would have b

chargeable had the total income of the assessee been reduced b
amount of income referred to in clause ¢r clausely) :

Provided that no deduction in respect of any expenditure or allowance shall
allowed under any provision of this Act in computing the income referred to
clause §) or clauself).

(2) It shall not be necessary for the assessee to furnish under sub-section |
section 139 a return of his income if—

@

(b)

his total income in respect of which he is assessable under this .
during the previous year consisted only of income referred to
clause @) or clauself) of sub-section (1); and

the tax deductible at source under the provisions of Chapter XVII-
has been deducted from such income.]

“[CHAPTER XII-A

SPECIAL PROVISIONS RELATING TO CERTAIN
INCOMES OF NON-RESIDENTS

Definitions.
115C.In this Chapter, unless the context otherwise requires,—

@

(b)

©
(d)

(e

“convertible foreign exchange” means foreign exchange which is f
the time being treated by the Reserve Bank of India as convertil
foreign exchange for the purposes of the Foreign Exchange Regt
tion Act, 1973 (46 of 1973), and any rules made thereunder;
“foreign exchange asset” means any specified asset which the as
see has acquired or purchased with, or subscribed to in, converti
foreign exchange;

“investment income” means any income deri¥3ather than divi-
dends referred to in section 115-0O] from a foreign exchange ass
“long-term capital gains” means income chargeable under the he
“Capital gains” relating to a capital asset, being a foreign exchan
asset which is not a short-term capital asset;

“non-resident Indian” means an individual, being a citizen of India ¢
a person of Indian origin who is not a “resident”.

Explanation—A person shall be deemed to be of Indian origin if he
or either of his parents or any of his grand-parents, was born
undivided India;

64. Chapter XlI-A, consisting of sections 115C, 115D, 115E, 115F, 115G, 115H and 1:
I, inserted by the Finance Act, 1983, w.e.f. 1-6-1983.
65. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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(f) “specified asset” means any of the following assets, namely :(—
(i) sharesin an Indian company;
(ii) debentures issued by an Indian company which is not a priv:
company® as defined in the Companies Act, 1956 (1 of 1956
(iii) deposits with an Indian company which is not a private con
pany® as defined in the Companies Act, 1956 (1 of 1956);
(iv) any security of the Central Government as defined in cl&)ise |
of section 2’ of the Public Debt Act, 1944 (18 of 1944);
(v) such other assets as the Central Government may specify in
behalf by notification in the Official Gazette.

Special provision for computation of total income of non-residents.

115D.(1) No deduction in respect of any expenditure or allowance shall
allowed under any provision of this Act in computing the investmel

income of a non-resident Indian.

(2) Where in the case of an assessee, being a non-resident Indian,—

(a) the grosstotalincome consists only of investmentincome or incor
by way of long-term capital gains or both, no deduction shall t
allowed to the assess8ender Chapter VI-A and nothing contained
in the provisions of the second proviso to section 48 shall apply
income chargeable under the head “Capital gains”];

(b) the gross total income includes any income referred to in clayse (
the gross total income shall be reduced by the amount of suchincc
and the deductions under Chapter VI-A shall be allowed as if tl
gross total income as so reduced were the gross total income of
assessee.

89[Tax on investment income and long-term capital gains.

115E.Where the total income of an assessee, being a non-resident Inc
includes—

(a) anyincome from investment orincome from long-term capital gair
of an asset other than a specified asset;

(b) income by way of long-term capital gains,

66. Clauseiii) of section 3(1) of the Companies Act, 1956, defines “private company”. F
text of section 3seeAppendix One.

67. For definition of “Government securitgeefootnote 43 on page 1.428te.

68. Substituted for “under sub-section (2) of section 48 or under Chapter VI-A” by the Finar
Act, 1992, w.e.f. 1-4-1993. Earlier these words were substituted for “under Chapter VI-
by the Direct Tax Laws (Second Amendment) Act, 1989, w.r.e.f. 1-4-1988.

69. Substituted by the Finance Act, 1997, w.e.f. 1-4-1998. Prior to its substitution, sect
115E, as amended by the Finance Act, 1985, w.e.f. 1-4-1986, read as under :
“115E. Tax on investmentincome and long-term capital gaiis)Where the total
income of an assessee, being a non-resident Indian, consists only of investmentinc
orincome by way of long-term capital gains or both, the tax payable by him on his tc
income shall be the amount of income-tax calculated on such totalincome atthe ra
twenty per cent of such income.

(Contd. on p. 1.486)
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the tax payable by him shall be the aggregate of—

(i) the amount of income-tax calculated on the income in respect
investment income referred to in clauag {f any, included in the
total income, at the rate of twenty per cent;

(ii) the amount of income-tax calculated on the income by way of lon
term capital gains referred to in clausk if any, included in the total
income, at the rate of ten per cent; and

(iii) the amountofincome-tax with which he would have been chargea
had his total income been reduced by the amount of income refer
to in clausesd) and 0).]

Capital gains on transfer of foreign exchange assets not to be charged in
certain cases.

115F.(1) Where, in the case of an assessee being a non-resident Indian,

long-term capital gains arise from the transfer of a foreign exchan
asset (the asset so transferred being hereafter in this section referred to ¢
original asset), and the assessee has, within a period of six months after the
of such transfer, investég***] the whole or any part of the net consideration
in any specified asséf***], or in any savings certificates referred to in clause
(4B), of section 10 (such specified asgpt*], or such savings certificates
being hereafter in this section referred to as the new asset), the capital gain
be dealt with in accordance with the following provisions of this section, tha
to say,—

(a) if the cost of the new asset is not less than the net consideratiol
respect of the original asset, the whole of such capital gain shall
be charged under section 45;

(b) ifthe cost ofthe new assetis less than the net consideration in res,
of the original asset, so much of the capital gain as bears to the wt
of the capital gain the same proportion as the cost of acquisition
the new asset bears to the net consideration shall not be charged u
section 45.

(Contd. from p. 1.485)
(2) Where the total income of an assessee, being a non-resident Indian includes
income of the nature referred to in sub-section (1), the tax payable by him on his tc
income shall be—
(i) theincome-tax payable by himin accordance with the provisions of sub-secti
(1) on income of the nature referred to in that sub-section included in the to
incomeplus
(ii) the amountofincome-tax chargeable on the totalincome asreduced by the am
of income of the nature referred to in sub-section (1), had the total income
reduced been his total income.”
70. “or deposited” omitted by the Finance Act, 1988, w.e.f. 1-4-1989.
71. “orinan accountreferred to in claug\]” omitted,ibid.
72. “or such depositin the account aforesaid” omittbeitl.
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Explanation—For the purposes of this sub-section,—

(i) “cost”, in relation to any new asset, being a depgéjsit] referred
to in sub-claussdi(), or specified under sub-clausg, ©Of clausef)
of section 115C, means the amount of such deposit;

(ii) “net consideration”, in relation to the transfer of the original asse
means the full value of the consideration received or accruing a
result of the transfer of such asset as reduced by any expendi
incurred wholly and exclusively in connection with such transfer.

(2) Where the new asset is transferred or converted (otherwise than
transfer) into money, within a period of three years from the date of

acquisition, the amount of capital gain arising from the transfer of the origir
asset not charged under section 45 on the basis of the cost of such new as
provided in clauses) or, as the case may be, claugedf sub-section (1) shall

be deemed to be income chargeable under the head “Capital gains” relatir
capital assets other than short-term capital assets of the previous year in w
the new assetis transferred or converted (otherwise than by transfer) into mc

Return of income not to be filed in certain cases.

115Gt shall not be necessary for a non-resident Indian to furnish unc
sub-section (1) of section 139 a return of his income if—

(a) his total income in respect of which he is assessable under this .
during the previous year consisted only of investment income
income by way of long-term capital gains or both; and

(b) the tax deductible at source under the provisions of Chapter XVII-
has been deducted from such income.

Benefit under Chapter to be available in certain cases even after the
assessee becomes resident.

115H.Where a person, who is a non-resident Indian in any previous ye

becomes assessable as resident in India in respect of the total incon
any subsequent year, he may furnish td{Aessessing] Officer a declaration
in writing along with his return of income under section 139 for the assessm
year for which he is so assessable, to the effect that the provisions of this Chz
shall continue to apply to him in relation to the investment income derived frc
any foreign exchange asset being an asset of the nature referred to in sub-c
(ii) or sub-claussi{) or sub-clauséay() or sub-clause/j of clausef of section
115C; and if he does so, the provisions of this Chapter shall continue to aj
to him in relation to such income for that assessment year and for ev
subsequent assessment year until the transfer or conversion (otherwise th
transfer) into money of such assets.

73. “referredto in clausedp) of section 10 or” omittedbid.
74. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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Chapter not to apply if the assessee so chooses.

115-1.A non-resident Indian may elect not to be governed by the provisions
this Chapter for any assessment year by furniskimg return ofincome
for that assessment year under section 139 declaring therein] that the provis
of this Chapter shall not apply to him for that assessment year and if he doe
the provisions of this Chapter shall not apply to him for that assessment year
his totalincome for that assessment year shall be computed and tax on suct
income shall be charged in accordance with the other provisions of this Ac

[CHAPTER XII-B
SPECIAL PROVISIONS RELATING TO CERTAIN COMPANIES

Special provisions relating to certain companies.

115J. (1) Notwithstanding anything contained in any other provision of th
Act, where in the case of an assessee being a corfiff{atlyer than a
company engaged in the business of generation or distribution of electricit
the total income, as computed under this Act in respect of any previous )
relevant to the assessment year commencing on or after the 1st day of A
19887¢[but before the 1st day of April, 1991] (hereafter in this section referr
to as the relevant previous year), is less than thirty per cent of its book profit,
total income of such assessee chargeable to tax for the relevant previous
shall be deemed to be an amount equal to thirty per cent of such book pr
9[(1A) Every assessee, being a company, shall, for the purposes of this sec
prepare its profit and loss account for the relevant previous year in accorde
with the provisions of Parts Il and Ill of Schedule VIto the Companies Act, 19
(1 of 1956).]
Explanation—For the purposes of this section, “book profit” means the n
profit as shown in the profit and loss account for the relevant previous vy
8prepared under sub-section (1A)], as increased by—
(a) the amountofincome-tax paid or payable, and the provision theref
or
(b) the amounts carried to any reser$g§éther than the reserves
specified in section 80O0HH®or sub-section (1) of section 33AC])],
by whatever name called; or
(c) the amount or amounts set aside to provisions made for meet
liabilities, other than ascertained liabilities; or

75. Substituted for “to the Assessing Officer his return ofincome for that assessment
under section 139 together with a declaration in writing to the effect” by the Finance A
1990, w.e.f. 1-4-1990.

76. Inserted by the Finance Act, 1987, w.e.f. 1-4-1988.

77. Inserted by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989.

78. Inserted by the Finance Act, 1990, w.e.f. 1-4-1990.

79. Inserted by the Finance Act, 1989, w.e.f. 1-4-1989.

80. Substituted for “prepared in accordance with the provisions of Parts Il and Il of the Si
Schedule to the Companies Act, 1956 (1 of 1956)” by the Finance Act, 1989, w.e.f. 1-4-1

81. Inserted by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989.

82. Inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1990.
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(d)
©)
U]

#{(9)

(h)

#(ha)

the amount by way of provision for losses of subsidiary companies;

the amount or amounts of dividends paid or proposed; or

the amount or amounts of expenditure relatable to any income
which any of the provisions of Chapterflapplies; or]

the amount withdrawn from the reserve account under secti
80HHD, where it has been utilised for any purpose other than thc
referred to in sub-section (4) of that section; or

the amount credited to the reserve account under section 8OHHD
the extent that amount has not been utilised within the perit
specified in sub-section (4) of that section;]

the amount deemed to be the profits under sub-section (3) of sect
33AC;]

8[if any amount referred to in clause3 (0 () is debited or, as the case may be
the amountreferred to in clausgpsdnd ) is not credited] to the profit and loss
account, and as reduced by,—

M

(i)

#(iii)

the amount withdrawn from reserv&fother than the reserves
specified in section 80HHD)] or provisions, if any such amount |
credited to thé&¥profit and loss account :

Provided that, where this section is applicable to an assessee in :
previous year (including the relevant previous year), the amot
withdrawn from reserves created or provisions made in a previc
year relevant to the assessment year commencing on or after the
day of April, 1988 shall not be reduced from the book profit unles
the book profit of such year has been increased by those reserve
provisions (out of which the said amount was withdrawn) under tf
Explanation;or]

the amount of income to which any of the provisions of Chapter |
applies, if any such amount is credited to the profit and loss accou
or

the amounts [as arrived at after increasing the net profit by t
amounts referred to in clause¥to (f) and reducing the net profit by
the amounts referred to in claus@&sand (i)] attributable to the
business, the profits from which are eligible for deduction und
section 80HHC or section 80HHD; so, however, that such amoult
are computed in the manner specified in sub-section (3) or st
section (3A) of section 80OHHC or sub-section (3) of section 8OHHL
as the case may be; or]

83.
84.
85.
86.

87.
88.
89.

Substituted for “applies” by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-198
Insertedibid.

Inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1990.
Substituted for “if any such amountis debited” by the Direct Tax Laws (Amendmer
Act, 1989, w.e.f. 1-4-1989.

Insertedibid.

Substituted for “profit and loss account; or” by the Finance Act, 1989, w.r.e.f. 1-4-19¢
Inserted by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989.

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



S. 115JA I.T. ACT, 1961 1.490

%[(iv)] the amount of the loss or the amount of depreciation which would |
required to be set off against the profit of the relevant previous year a
the provisions of clauseb) of the first proviso to sub-section (1) of
section 205 of the Companies Act, 1956 (1 of 1956), are applicable

(2) Nothing contained in sub-section (1) shall affect the determination of t
amounts in relation to the relevant previous year to be carried forward to
subsequent year or years under the provisions of sub-section (2) of sectio
or sub-section (3) of section 32A or clausedf sub-section (1) of section 72

or section 73 or section 74 or sub-section (3) of section 74A or sub-section
of section 80J.]

°IDeemed income relating to certain companies.
115JA.(1) Notwithstanding anything contained in any other provisions of th
Act, where inthe case of an assessee, being a company, the total inc

as computed under this Act in respect of any previous year relevant to
assessment year commencing on or after thelst day of April, 1997 (hereaft
this section referred to as the relevant previous year) is less than thirty per
of its book profit, the total income of such assessee chargeable to tax for
relevant previous year shall be deemed to be an amount equal to thirty per
of such book profit.
(2) Every assessee, being a company, shall, for the purposes of this se
prepare its profit and loss account for the relevant previous year in accorde
with the provisions of Parts Il and Il of Schedul€Atb the Companies Act, 1956
(1 of 1956):
Providedthat while preparing profit and loss account, the depreciation shall
calculated on the same method and rates which have been adoptec
calculating the depreciation for the purpose of preparing the profit and I
account laid before the company at its annual general meeting in accord:
with the provisions of section 210 of the Companies Act, 1956 (1 of 1956)
Provided further that where a company has adopted or adopts the financ
year under the Companies Act, 1956 (1 of 1956), which is different from t
previous year under the Act, the method and rates for calculation of deprecia
shall correspond to the method and rates which have been adopted
calculating the depreciation for such financial year or part of such financial y
falling within the relevant previous year.
Explanation.—or the purposes of this section, “book profit” means the n
profit as shown in the profit and loss account for the relevant previous y
prepared under sub-section (2), as increased by—

(a) the amount of income-tax paid or payable, and the provisic

therefor; or

(b) the amounts carried to any reserves by whatever name called; c

90. Relettered by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989.
91. Inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997.
92. FortextofParts Il and lll of Schedule VIto the Companies Act, X&eBppendix One.
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(c) the amount or amounts set aside to provisions made for meet
liabilities, other than ascertained liabilities; or

(d) the amount by way of provision for losses of subsidiary companies;
(e) the amount or amounts of dividends paid or proposed; or

(f) the amount or amounts of expenditure relatable to any income
which any of the provisions of Chapter Ill applies;

if any amount referred to in claused (o (f) is debited to the profit and loss
account, and as reduced by,—

(i) the amount withdrawn from any reserves or provisions if any su
amount is credited to the profit and loss account:

Provided that, where this section is applicable to an assessee in «
previous year (including the relevant previous year), the amot
withdrawn from reserves created or provisions made in a previc
year relevant to the assessment year commencing on or after the
day of April, 1997 shall not be reduced from the book profit unles
the book profit of such year has been increased by those reserve
provisions (out of which the said amount was withdrawn) under tf
Explanation or

(ii) the amount of income to which any of the provisions of Chapter |
applies, if any such amount is credited to the profit and loss account;

(iii) the amount of loss brought forward or unabsorbed depreciatic
whichever is less as per books of account.
Explanation.—or the purposes of this clause, the loss shall n
include depreciation; or

(iv) the amount of profits derived by an industrial undertaking from tt
business of generation or generation and distribution of power; ¢

(v) the amount of profits derived by an industrial undertaking located
an industrially backward State or district as referred t59isub-
clause (b) or sub-clause (c) of clause (iv) of sub-section (2) of sect
80-1A], for the assessment years such industrial undertaking
eligible to claim a deduction of hundred per cent of¥herofits and
gains under sub-section (5) of section 80:l&Y

(vi) the amount of profits derived by an industrial undertaking from tt
business of developing, maintaining and operating any infrastructt
facility as defined?Junder sub-section (12) of section 80-1A, anc
subject to fulfilling the conditions laid down in sub-section (4A) C
section 80-IA or

92a.Words “sub-section (4) and sub-section (5) of section 80-IB” shall be substituted
“sub-clauself) or sub-clause] of clauseif’) of sub-section (2) of section 80-1A" by the
Finance Act, 1999, w.e.1-4-2000.

92b.Words “profits and gains under sub-section (4) or sub-section (5) of section 80-I1B” st
be substituted for “profits and gains under sub-section (5) of section 8bid\.”,

92c.Words “as defined in tHexplanatiorto sub-section (4) of section 80-1A and subject to
fulfilling the conditions laid down in that sub-section” shall be substituted for “unde
sub-section (12) of section 80-1A, and subject to fulfilling the conditions laid down |
sub-section (4A) of section 80-1Ahid.
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(vii) the amount of profits of sick industrial company for the assessme
year commencing from the assessment year relevant to the previ
year in which the said company has become a sick industrial co
pany under sub-section (1) of section 17 of the Sick Industri
Companies (Special Provisions) Act, 1985 (1 of 1986) and endi
with the assessment year during which the entire net worth of st
company becomes equal to or exceeds the accumulated losses

Explanation.—or the purposes of this clause, “net worth” shall have th
meaning assigned to it in claug@)® of sub-section (1) of section 3 of
the Sick Industrial Companies (Special Provisions) Act, 1985 (1 of 1986
%4or]

%4[(viii) the amount of profits eligible for deduction under section 80HHC
computed under clause)( (b) or (c) of sub-section (3) or sub-
section (3A), as the case may be, of that section, and subject to
conditions specified in sub-sections (4) and (4A) of that section;

(ix) the amount of profits eligible for deduction under section 80OHHE

computed under sub-section (3) of that section.]

(3) Nothing contained in sub-section (1) shall affect the determination of t
amounts in relation to the relevant previous year to be carried forward to
subsequent year or years under the provisions of sub-section (2) of sectio
or sub-section (3) of section 32A or clausedf sub-section (1) of section 72
or section 73 or section 74 or sub-section (3) of section 74A.
(4) Save as otherwise provided in this section, all other provisions of this /
shall apply to every assessee, being a company, mentioned in this sectior

%[ Tax credit in respect of tax paid on deemed income relating to certain
companies.

115JAA. (1) Where any amount of tax is paid under sub-section (1) of secti
115JA by an assessee being a company for any assessment year,
credit in respect of tax so paid shall be allowed to him in accordance with
provisions of this section.
(2) The tax credit to be allowed under sub-section (1) shall be the differenci
the tax paid for any assessment year under sub-section (1) of section 115J/
the amount of tax payable by the assessee on his total income compute
accordance with the other provisions of this Act :
Provided that no interest shall be payable on the tax credit allowed under s
section (1).
(3) The amount of tax credit determined under sub-section (2) shall be car
forward and set offin accordance with the provisions of sub-section (4) and s
section (5) but such carry forward shall not be allowed beyond the fif
assessmentyearimmediately succeeding the assessmentyear in which tax
becomes allowable under sub-section (1).

93. Fordefinition of “net worth”seefootnote 94 on p. 1.142.
94. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
95. Inserted by the Finance Act, 1997, w.e.f. 1-4-1997.
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(4) The tax credit shall be allowed set-off in a year when tax becomes pay:
onthe totalincome computed in accordance with the provisions of this Act ot
than section 115JA.

(5) Set off in respect of brought forward tax credit shall be allowed for a
assessment year to the extent of the difference between the tax on his
income and the tax which would have been payable under the provisions of
section (1) of section 115JA for that assessment year.

(6) Where as a result of an order under sub-section (1) or sub-section (S
section 143, section 144, section 147, section 154, section 155, sub-sectio
of section 245D, section 250, section 254, section 260, section 262, section
or section 264, the amount of tax payable under this Actis reduced or increa
as the case may be, the amount of tax credit allowed under this section shal
be increased or reduced accordingly.]

CHAPTER XII-C

SPECIAL PROVISIONS RELATING TO RETAIL TRADE, ETC.

[Chapter XII-C, consisting of sections 115K to 115N, omitted by the Finance A
1997, w.e.f. 1-4-1998. Earlier Chapter XlII-C was inserted by the Finance A
1992, w.e.f. 1-4-199

Special provision for computation of income in certain cases.
115K. °Omitted by the Finance Act, 1997, w.e.f. 1-4-1p98

96. Priortoits omission, section 115K, as inserted by the Finance Act, 1992, w.e.f. 1
1993, and later on amended by the Finance Act, 1993, w.e.f. 1-4-1993/1-4-1994,
Finance Act, 1994, w.e.f. 1-4-1995, the Finance Act, 1995, w.e.f. 1-4-1996 and"
Finance (No. 2) Act, 1996, w.e.f. 1-4-1997, read as under :

‘115K. Special provision for computation of income in certain casék)-Notwith-
standing anything contained in any other provision of this Actrelating to the compu
tion ofincome chargeable under the head “Profits and gains of business or professi
inthe case of any person, to whom this section applies and who is—
(a) carrying onthe business of retail trade in any goods or merchandise; or
(b) carrying on the business of running an eating place or of operating, hiring
leasing a motor cab, a maxicab or a three-wheeled motor vehicle or any ot
business as may be prescribed; or
(c) engagedinany vocation,
and submits a statement in accordance with the provisions of sub-section (4), asu
forty-nine thousand three hundred and thirty rupees shall be deemed to be the profit:
gains of such person from such business or vocation.
(2) The provisions of sub-section (1) shall apply to any person, being an individua
a Hindu undivided family, where—
(a) such person has not been assessed to income-tax for any assessment
commencing on or before the 1st day of April, 1992;
(b) inthe case of person referredtoin—

(i) clause#) of sub-section (1), his turnover from the business of retail trac
during the relevant previous year does not exceed seven lakh rupees an
income from such business during that year does not exceed forty-ni
thousand three hundred and thirty rupees;

(Contd. on p. 1.494)
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(Contd. from p. 1.493)

(ii) clauselp) or claused) of sub-section (1), hisincome from the said busines:
or vocation, during the relevant previous year does not exceed forty-ni
thousand three hundred and thirty rupees; and

(c) such person does not have anyincome, in excess of five thousand rupeesiii
aggregate, chargeable to tax from any source falling under any head of inco
other than the income from the business or vocation referred to in cluse (
clausep) or, as the case may be, clauge{ sub-section (1) during the relevant
previousyear.

(3) Any person to whom this section applies shall be liable to pay tax, at the rate speci
in the Finance Act of the relevant year for computing advance tax, ontheincome dee
under sub-section (1) and the otherincome referred to in cleudes(b-section (2).
(4) Every statementreferred to in sub-section (1) shall—

(&) beinthe prescribedformt, contain the name of such person, his address, na
of business or vocation and a declaration by him that,—

(i) where heis carrying on the business of retail trade, his turnover from su
trade during the relevant previous year does not exceed seven lakh rug
and hisincome from such trade during that year does not exceed forty-n
thousand three hundred and thirty rupees;

(il) where heis carrying on the business or vocation referred to in clluse (
as the case may be, clausedf that sub-section, his income during the
relevant previous year from such business or vocation does not exceed fo
nine thousand three hundred and thirty rupees,

and such statement shall also be verified in the prescribed manner;

(b) be submitted on or before the 31stday of March of the relevant previous year al
with the proof of payment of the amount of tax referred to in sub-section (3).

Explanation.—For the purposes of this section,—

(a) the expressionsnotor cab”, “maxicab” and “motor vehicle” shall have the
meanings respectively assigned to them in section2t1 of the Motor V
hicles Act, 1988 (59 of 1988);
(b) “vocation”includes tailoring, hair-cutting, clothes’ washing, typing, photo-
copying, repair work of any kind and other services of a similar nature.
tSeerule 11EE and Form No. 4A for statement, in duplicate, to be furnished unc
section 115K by individual/HUF.

TtClausesZ2), (25) and @8) of section 2 of the Motor Vehicles Act, 1988, define

“maxicab”, “motor cab” and “motor vehicle”, respectively, as follows :

‘(22) “maxicab” means any motor vehicle constructed or adapted to carry more than
passengers, but not more than twelve passengers, excluding the driver, for hil
reward;

(25 “motor cab” means any motor vehicle constructed or adapted to carry not m¢
than six passengers excluding the driver for hire or reward;

(28) “motor vehicle” or “vehicle” means any mechanically propelled vehicle adapte
for use upon roads whether the power of propulsion is transmitted thereto fron
external or internal source and includes a chassis to which a body has not k
attached and a trailer; but does notinclude a vehicle running upon fixed rails
avehicle of a special type adapted for use only in afactory orin any other enclo
premises or a vehicle having less than four wheels fitted with engine capacity
not exceeding twenty-five cubic centimetres;’
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Return of income not to be filed in certain cases.
115L. °7[Omitted by the Finance Act, 1997, w.e.f. 1-4-1p98

Special provision for disallowance of deductions and rebate of income.
115M.°[Omitted by the Finance Act, 1997, w.e.f. 1-4-1p98

Bar of proceedings in certain cases.
115N. °9JOmitted by the Finance Act, 1997, w.e.f. 1-4-1p98

{CHAPTER XII-D

SPECIAL PROVISIONS RELATING TO TAX ON DISTRIBUTED
PROFITS OF DOMESTIC COMPANIES

Tax on distributed profits of domestic companies.
115-0O. (1) Notwithstanding anything contained in any other provision of this Ac
and subject to the provisions of this section, in addition to the income-t
chargeable in respect of the total income of a domestic company for
assessment year, any amount declared, distributed or paid by such compa
way of dividends (whether interim or otherwise) on or after the 1st day of Ju
1997, whether out of current or accumulated profits shall be charged
additional income-tax (hereafter referred to as tax on distributed profits) at
rate of ten per cent.
(2) Notwithstanding that no income-tax is payable by a domestic company onits ti
income computed in accordance with the provisions of this Act, the tax on distribu
profits under sub-section (1) shall be payable by such company

97. Priortoits omission, section 115L, as inserted by the Finance Act, 1992, w.e.f. 1-4-1¢
read as under :

“115L. Return ofincome notto be filed in certain caseSubject to the provisions of
section 115N, a person who has submitted a statement under sub-section (1) of se
115K shall not be required to furnish areturn ofincome under sub-section (1) of sec
139 and the other provisions of Chapter X1V will not apply in his case.”

98. Priortoits omission, section 115M, asinserted by the Finance Act, 1992, w.e.f. 1-4-1¢

read as under :
“115M. Special provision for disallowance of deductions and rebate of income-tax.
No deduction under Chapter VI-A (except section 80L) or rebate of income-tax unc
Chapter VIl shall be allowed in the case of a person who has submitted a statement u
sub-section (1) of section 115K.”

99. Priortoits omission, section 115N, asinserted by the Finance Act, 1992,w.e.f. 1-4-1
and later on amended by the Finance Act, 1993, w.e.f. 1-4-1993 and the Finance
1994, w.e.f. 1-4-1995, read as under:

“115N.Bar of proceedings in certain casesNeproceeding under any other Chapter
of this Act shall be initiated against any person who has submitted a statement under
section (1) of section 115K for the relevant assessment year unless the Dey
Commissioner, in consequence of evidence in his possession, has reason to believ
the statement furnished by any person under section 115K is untrue.”

1. Chapter XII-D, consisting of sections 115-O to 115Q, inserted by the Finance Act, 19
w.e.f. 1-6-1997.
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(3) The principal officer of the domestic company and the company shall
liable to pay the tax on distributed profits to the credit of the Central Governm
within fourteen days from the date of—

(a) declaration of any dividend; or

(b) distribution of any dividend; or

(c) payment of any dividend,
whichever is earliest.

(4) The tax on distributed profits so paid by the company shall be treated as
final payment of tax in respect of the amount declared, distributed or paic
dividends and no further credit therefor shall be claimed by the company o
any other person in respect of the amount of tax so paid.

(5) No deduction under any other provision of this Act shall be allowed to t
company or a shareholder in respect of the amount which has been charg
tax under sub-section (1) or the tax thereon.

Interest payable for non-payment of tax by domestic companies.

115P.Where the principal officer of a domestic company and the company fe
to pay the whole or any part of the tax on distributed profits referred
in sub-section (1) of section 115-0, within the time allowed under sub-sect
(3) of that section, he or it shall be liable to pay simple interest at the rate of
per cent for every month or part thereof on the amount of such tax for the pe
beginning on the date immediately after the last date on which such tax
payable and ending with the date on which the tax is actually paid.

When company is deemed to be in default.

115Q. Ifany principal officer of a domestic company and the company doesi

pay tax on distributed profits in accordance with the provisions ¢
section 115-0, then, he or it shall be deemed to be an assessee in defa
respect of the amount of tax payable by him or it and all the provisions of t
Act for the collection and recovery of income-tax shall apply.

Explanation.—or the purposes of this Chapter, the expression “dividend
shall have the same meaning as is given to “dividend” in cl@dsef(section
2 but shall not include sub-clauss thereof.]

YCHAPTER XII-E

SPECIAL PROVISIONS RELATING TO TAX ON
DISTRIBUTED INCOME

Tax on distributed income to unit holders.

115R. (1) Notwithstanding anything contained in any other provisions of th
Act and section 32 of the Unit Trust of India Act, 1963 (52 of 1963), a
amount of income distributed by the Unit Trust of India to its unit holders sh
be chargeable to tax and the Unit Trust of India shall be liable to pay additior
income-tax on such distributed income at the rate of ten per cent :

la. Chapter XII-E, consisting of sections 115R to 115T, inserted by the Finance Act, 1¢
w.e.f.1-6-1999.
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Provided that nothing contained in this sub-section shall apply in respect
any income distributed to a unit holder of open-ended equity oriented fund:
respect of any distribution made from such fund for a period of three ye:
commencing from the 1st day of April, 1999.

(2) Notwithstanding anything contained in any other provisions of this Act, a
amount of income distributed by a Mutual Fund to its unit holders shall |
chargeable to tax and such Mutual Fund shall be liable to pay addition
income-tax at the rate of ten per cent:

Provided that nothing contained in this sub-section shall apply in respect
any income distributed to a unit holder of open-ended equity oriented fund:
respect of any distribution made from such fund for a period of three ye:
commencing from the 1st day of April, 1999.

(3) The person responsible for making payment of the income distributed by
Unit Trust of India or a Mutual Fund and the Unit Trust of India or the Mutue
Fund, as the case may be, shall be liable to pay tax to the credit of the Cer
Government within fourteen days from the date of distribution or payment
such income, whichever is earlier.

(4) No deduction under any other provision of this Act shall be allowed to t
Unit Trust of India or to a Mutual Fund in respect of the income which has be
charged to tax under sub-section (1) or sub-section (2).
Interest payable for non-payment of tax.
115S. Where the person responsible for making payment of the income dis
buted by the Unit Trust of India or a Mutual Fund and the Unit Trus
of India or the Mutual Fund, as the case may be, fails to pay the whole or :
part of the tax referred to in sub-section (1) or sub-section (2) of section 11!
within the time allowed under sub-section (3) of that section, he or it shall
liable to pay simple interest at the rate of two per cent every month or p
thereof on the amount of such tax for the period beginning on the d
immediately after the last date on which such tax was payable and ending \
the date on which the tax is actually paid.
Unit Trust of India or Mutual Fund to be assessee in default.

115T. Ifany personresponsible for making payment of the income distribui
by the Unit Trust of India or a Mutual Fund and the Unit Trust of Indi:
or the Mutual Fund, as the case may be, does not pay tax, as is referred 1
sub-section (1) or sub-section (2) of section 115R, then, he or it shall be dee
to be an assessee in default in respect of the amount of tax payable by hi
it and all the provisions of this Act for the collection and recovery of incom
tax shall apply.
Explanation—For the purposes of this Chapter,—

(& “Mutual Fund” means a Mutual Fund specified under clauzaiy)
of section 10;

(b) “open-ended equity oriented fund” means—
(i) the Unit Scheme, 1964 made by the Unit Trust of India; and

(i) such fund where the investible funds are invested by way
equity shares in domestic companies to the extent of more tt
fifty per cent of the total proceeds of such fund:
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Provided that the percentage of equity share holding of the fun
shall be computed with reference to the annual average of t
monthly averages of the opening and closing figures;

(c) “Unit Trust of India” means the Unit Trust of India established
under the Unit Trust of India Act, 1963 (52 of 1953).

CHAPTER XIlI
INCOME-TAX AUTHORITIES
A.—Appointment and control

[Income-tax authorities.

116. There shall be the following classes of income-tax authorities for t
purposes of this Act, namely :(—

(a) the Central Board of Direct Taxes constituted under the Cent
Boards of Revenue Act, 1963 (54 of 1963),

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

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

3[(cc) Additional Directors of Income-tax or Additional Commissioners o
Income-tax or Additional Commissioners of Income-tax (Appeals)

“[(cca Joint Directors of Income-tax or Joint Commissioners of Income-tax

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

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

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

2. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988. Earli
it was amended by the Central Boards of Revenue Act, 1963, w.e.f. 1-1-1964,
Finance Act, 1970, w.e.f. 1-4-1970 and the Finance (No. 2) Act, 1977, w.e.f. 10-7-19

3. Inserted by the Finance Act, 1994, w.e.f. 1-6-1994.
4. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998.
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