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any such informatio#f[received or obtained by any income-tax authority in th
performance of his functions under this Act], as may, in the opinion of the Bo:
or other income-tax authority, be necessary for the purpose of enabling
officer, authority or body to perform his or its functions under that law.

(b) Where a person makes an application to®ff@ghief Commissioner or
Commissioner] in the prescribed foiffior any information relating to any
assesséefreceived or obtained by any income-tax authority in the performan
of his functions under this Act], tigChief Commissioner or Commissioner]
may, if he is satisfied that it is in the public interest so to do, furnish or caust
be furnished the information asked¥{t**] and his decision in this behalf shall
be final and shall not be called in question in any court of law.]

(2) Notwithstanding anything contained in sub-section (1) or any other law 1
the time being in force, the Central Government may, having regard to
practices and usages customary or any other relevant factors, by o
notified®? in the Official Gazette, direct that no information or document she
be furnished or produced by a public servant in respect of such matters rele
to such class of assessees or except to such authorities as may be specifiec
order.]

CHAPTER XIV
PROCEDURE FOR ASSESSMENT

Return of income.

93139.99(1) Every person, if his total income or the total income of any oth
person in respect of which he is assessable under this Act during

86. Substituted for “relating to any assessee in respect of any assessment made under tt
orthe Indian Income-tax Act, 1922 (11 of 1922)” by the Direct Tax Laws (Amendment) A
1987, w.e.f. 1-4-1989.

87. Substituted for “Commissionelihid., w.e.f. 1-4-1988.

88. Seeaule 113 and Form Nos. 46 to 49 for form of application to Commissioner for disclost
of information, form of information furnished by Commissioner and form of refusal t
furnish information, respectively.

89. Substituted for “in respect of any assessment made under this Act or the Indian Income
Act, 1922 (11 of 1922), on or after the 1st day of April, 1960” by the Direct Tax Law
(Amendment) Act, 1987, w.e.f. 1-4-1989.

90. Substituted for “Commissioneirihid., w.e.f. 1-4-1988.

91. “inrespect of that assessment only” omitted by the Direct Tax Laws (Amendment) A
1987, w.e.f. 1-4-1989.

92. Fororder notified under sub-section @¢elaxmann’s Master Guide to Income-tax Act.

93. Sealso Circular No. 274, dated 28-6-1980, Circular No. 307, dated 23-6-1981, CircL
No. 412, dated 2-3-1985, Circular No. 639, dated 13-11-1992, Circular No. 697, dated
12-1994 and Circular No. 709, dated 19-7-1995. For detadfaxmann’s Master Guide
to Income-tax Act.

Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.

94. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior to
substitution, sub-section (1) as amended by the Finance Act, 1963, with retrospective e
from 1-4-1962, Taxation Laws (Amendment) Act, 1967, w.e.f. 1-10-1967, Taxation La\
(Amendment) Act, 1970, w.e.f. 1-4-1971 and Finance Act, 1972, w.e.f. 1-4-1972, stooc
under:

(Contd. on p. 1.529)
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previous year exceeded the maximum amount which is not chargeabls
income-tax, shall, on or before the due date, furnish a return of hisincome o
income of such other person during the previous year in the prescrib&d fol
and verified in the prescribed manner and setting forth such other particulatr
may be prescribed :

% Provided that a person, not furnishing return under this sub-section a
residing in such area as may be specified by the Board in this behalf k
notificatior?” in the Official Gazette, and who at any time during the previot
year fulfils any¥one] of the following conditions, namely :(—

0]

(i)

(i)
(@iv)

is in occupation of an immovable property exceeding a specifi
floor area, whether by way of ownership, tenancy or otherwise,
may be specifie by the Board in this behalf; or

is the owner or the lessee of a motor veHhitjether than a two-
wheeled motor vehicle, whether having any detachable side c
having extra wheel attached to such two-wheeled motor vehicle
not]; or

is a subscriber to a telephone; or

has incurred expenditure for himself or any other person on trave
any foreign country;

(Contd. from p. 1.528)
“(1) Every person, if his total income or the total income of any other personin respec
which he is assessable under this Act during the previous year exceeded the maxi

95.

96.
97.
98.
99.

amou

ntwhich is not chargeable to income-tax, shall furnish areturn of hisincome or

income of such other person during the previous year in the prescribed form and verifie
the prescribed manner and setting forth such other particulars as may be prescribed-

@

()

inthe case of every person whose total income, or the total income of any other pe
in respect of which he is assessable under this Act, includes any income from busi
or profession, before the expiry of four months fromthe end ofthe previousy
orwhere there is more than one previous year, from the end of the previous year w
expired last before the commencement of the assessmentyear, or before the 30t
of June of the assessmentyear, whichever is later;

inthe case of every other person, before the 30th day of June of the assessment

Providedthat, on an application made in the prescribed manner, the Income-tax Offi
may, in his discretion, extend the date for furnishing the return, and, notwithstanding't
the date is so extended, interest shall be chargeable in accordance with the provisions @

section (8).”
Seeaule 12. Returns prescribed are as follows :
- Incase of companies (except section 25 companies) FormNo. 1
- Incase ofan assessee (other than company) having
businessincome Form No. 2 or 2D

- Incase ofresidentindividual having no businessincome
and whose total income does not exceed Rs. 2,00,000 FormNo.2Aor2Dor3

- Incase of an assessee having no businessincome Form No. 3 or 2D
- Incase of trust/section 25 companies claiming exemption
under section 11 Form No. 3A

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

For notified areaseeTaxmann’s Master Guide to Income-tax Act.
Substituted for “two” by the Finance (No. 2) Act, 1998, w.e.f. 1-8-1998
For specified floor areaseeTaxmann’s Master Guide to Income-tax Act.
99a.Inserted by the Finance Act, 1999, w.&-6-1999.
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[(v) isthe holder of the credit card, not being an “add-on” card, issued
any bank or institution; or
(vi) is a member of a club where entrance fee charged is twenty-fi
thousand rupees or more,]
shall furnish a return, of his income during the previous year, on or before
due date in the prescribed forand verified in the prescribed manner anc
setting forth such other particulars as may be prescribed:]
I Provided further that the Central Government may, by notificationthe
Official Gazette, specify the class or classes of persons to whom the provisi
of the first proviso shall not apply.]
‘Explanation 1.—In this sub-section, “due date” means—

(&) where the assessee is a company|[3i¢h day of November] of the
assessmentyear;

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

8[(i) in a case where the accounts of the assessee are required u
this Act or any other law to be audited or where the report of ¢
accountant is required to be furnished under section 8OHHC
section 80O0HHD or where the prescribed certificate is required
be furnished under section 80R or section 80RR or sub-secti
(1) of section 80RRA, or in the case of a co-operative society
in the case of a working partner of a firm whose accounts &
required under this Act or any other law to be audited, the 31
day of October of the assessment year ;]

(ii) in a case where the total income referred to in this sub-secti
includes any income from business or profession, not beincg
case falling under sub-clausg (he 31st day of August of the
assessmentyear;

(iii) in any other case, the 30th day of June of the assessment ye

[Explanation 2—For the purposes of sub-claugeof clauself) of Explana-
tion 1,the expression “working partner” shall have the meaning assigned t
in Explanation 4of clause lf) of section 40.]

S[Explanation 3—For the purposes of this sub-section, the expression “mot
vehicle” shall have the meaning assigned to it in cla2®eof section 20f the
Motor Vehicles Act, 1988 (59 of 1988).]

Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-8-1998

Seaule 12 and Form No. 2C.

For notified personseeTaxmann’s Master Guide to Income-tax Act.

ExistingExplanatiorrenumbered d@&xplanation Iby the Finance (No. 2) Act, 1996, w.e.f.

1-4-1997.

Substituted for “31stday of December” by the Finance Act, 1994, w.e.f. 1-4-1994.

6. Substituted by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997. Prior to its substitution, s
clause i), as amended by the Direct Tax Laws (Second Amendment) Act, 1989, w.
1-4-1989, the Finance Act, 1990, w.e.f. 1-4-1991 and the Finance Act, 1992, w.e.f.1-4-1¢

7. Inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997.

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

9. Fordefinition of “motor vehicle”seefootnote 96 on p. 1.4G8hte.
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19YExplanation 4.—For the purposes of this sub-section, the expression “tra\
to any foreign country” does not include travel to the neighbouring countries
to such places of pilgrimage as the Board may specify in this behalf
notification'! in the Official Gazette.]

(1A) I Omitted by the Finance Act, 1992, w.e.f. 1-4-1P93.

1 3[***]]

14[***]

10.
11.

12.

13.

14.

Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-8-1998.

For notified places of pilgrimage and neighbouring counseS,axmann’s Master Guide
to Income-tax Act.

Priorto omission, sub-section (1A), as amended by the Finance Act, 1963, w.r.e.f. 1-4-1
the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971, the Finance Act, 1974, w.
1-4-1975, the Finance Act, 1982, w.e.f. 1-4-1983, the Taxation Laws (Amendment) A
1984, w.e.f. 1-4-1985 and the Finance Act, 1985, w.e.f. 1-4-1986, read as under:
‘(1A) Notwithstanding anything contained in sub-section (1), no person need furnish un
that sub-section areturn of hisincome or the income of any other person in respect of w
total income he is assessable under this Act, if his income or, as the case may
the income of such other person during the previous year consisted only ofincome charge
under the head “Salaries” or ofincome chargeable under that head and also income «
nature referred to in any one or more of claugés (ix) of sub-section (1) of section 80L
and the following conditions are fulfilled, namely :—

(&) where he orsuch other personwas employed during the previous year by a comy
he or such other person was at no time during the previous year a director of
company or a beneficial owner of shares in the company (not being shares entitle
a fixed rate of dividend whether with or without a right to participate in profits
carrying not less than twenty per cent of the voting power;

(b) hisincome orthe income of such other person under the head “Salaries”, exclu
ofthe value of all benefits or amenities not provided for by way of monetary payme
does not exceed twenty-four thousand rupees;

(c) the amountofincome ofthe nature referred to in clailgegik) of sub-section (1)
of section 80L, if any, does not, in the aggregate, exceed the maximum amc
allowable as deduction in his case under that section; and

(d) thetaxdeductible atsource under section 192 from the income chargeable unde
head “Salaries” has been deducted from thatincome.’

Explanatioromitted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-4-198¢
OmittedExplanatiorread as under:
‘Explanation— For the purposes of this sub-section, “salary” shall have the meani
assigned toitin claus&)(of section 17.’
Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Priorto i
omission, sub-section (2), as amended by the Taxation Laws (Amendment) Act, 1970, w
1-4-1971, Finance Act, 1972, w.e.f. 1-4-1972 and Taxation Laws (Amendment) Act, 19
w.e.f. 1-4-1976, stood as under :
“(2) Inthe case of any person who, inthe Assessing Officer’'s opinion, is assessable u
this Act, whether on his own total income or on the total income of any other person dui
the previous year, the Assessing Officer may, before the end of the relevant assessmen
issue a notice to him and serve the same upon him requiring him to furnish, within thirty d
from the date of service ofthe notice, areturn of hisincome or the income of such other pe
during the previous year, in the prescribed form and verified in the prescribed manner
setting forth such other particulars as may be prescribed :
Providedthat, on an application made in the prescribed manner, the Assessing Offi
may, in his discretion, extend the date for furnishing the return,and, notwithstandi
that the date is so extended, interest shall be chargeable in accordance with
provisions of sub-section (8).”
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(3) If any person wh8[***] has sustained a loss in any previous year under th
head “Profits and gains of business or profession” or under the head “Cay
gains” and claims that the loss or any part thereof should be carried forw
under sub-section (1) of section 72, or sub-section (2) of section 73, or s
section (1)9or sub-section (3)] of section 74[or sub-section (3) of section
74A], he may furnish, within the time allowed under sub-sectiotf[t1}], a
return of loss in the prescribed fofiand verified in the prescribed manner anc
containing such other particulars as may be prescribed, and all the provisior
this Act shall apply as if it were a return under sub-section (1).

29[(4) Any person who has not furnished a return within the time allowed to h
under sub-section (1), or within the time allowed under a notice issued un
sub-section (1) of section 142, may furnish the return for any previous yea
any time before the expiry of one year from the end of the relevant assessr
year or before the completion of the assessment, whichever is earlier :

Provided that where the return relates to a previous year relevant to
assessment year commencing on the 1st day of April, 1988, or any ea
assessment year, the reference to one year aforesaid shall be construe
reference to two years from the end of the relevant assessment year.]

15. “has not been served with a notice under sub-section (2),” omitted by the Direct
Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

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

17. Inserted by the Finance Act, 1974, w.e.f. 1-4-1975.

18. “or by the thirty-first day of July of the assessment year relevant to the previousy
during which the loss was sustained” omitted by the Direct Tax Laws (Amendment) A
1987, w.e.f. 1-4-1989. Prior to its omission, the said expression was substituted
“within such further time which, on an application made in the prescribed manner, 1
Income-tax Officer may, in his discretion allow” by the Taxation Laws (Amendment
Miscellaneous Provisions) Act, 1986, w.e.f. 1-4-1987. Original expression was inser
by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971.

19. Seeules 12 and 12A.

20. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior to
substitution, sub-section (4), as substituted by the Finance Act, 1968, w.e.f. 1-4-1968
amended by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971, stood as un
“(4)(a) Any person who has not furnished a return within the time allowed to him und
sub-section (1) or sub-section (2) may, before the assessmentis made, furnish ther
for any previous year at any time before the end of the period specified in blaasel (
the provisions of sub-section (8) shall apply in every such case.

(b) The period referred to in claus® €hall be—

(i) where the return relates to a previous year relevant to any assessment:
commencing on or before the 1stday of April, 1967, four years from the end of st
assessmentyear;

(il) where the return relates to a previous year relevant to the assessment |
commencing on the 1st day of April, 1968, three years from the end of t
assessmentyear;

(iii) wherethereturnrelatesto a previous year relevant to any other assessment
two years from the end of such assessmentyear.”
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21[22[(4A) 2°Every person in receipt of income derived from property held und
trust or other legal obligation wholly for charitable or religious purposes or
part only for such purposes, or of income being voluntary contributiol
referred to in sub-clauskx() of clause24) of section 2, shall, if the totalincome
inrespectofwhich heis assessable as arepresentative assessee (the total i
for this purpose being computed under this Act without giving effect to tl
provisions of sections 11 and 12) exceeds the maximum amount which is
chargeable to income-tax, furnish a return of such income of the previous
in the prescribed form and verified in the prescribed manner and setting fc
such other particulars as may be prescribed and all the provisions of this
shall, so far as may be, apply as if it were a return required to be furnished ul
sub-section (1).]]

24(4B) %°The chief executive officer (whether such chief executive officer
known as Secretary or by any other designation) of every political party shal
the total income in respect of which the political party is assessable (the t
income for this purpose being computed under this Act without giving effect
the provisions of section 13A) exceeds the maximum amount which is |
chargeable to income-tax, furnish a return of such income of the previous
in the prescribed form and verified in the prescribed manner and setting fc
such other particulars as may be prescribed and all the provisions of this .
shall, so far as may be, apply as if it were a return required to be furnished ul
sub-section (1).]

2§[(5) If any person, having furnished a return under sub-section (1), or
pursuance of a notice issued under sub-section (1) of section 142, discover:
omission or any wrong statement therein, he may furnish arevised return at
time before the expiry of one year from the end of the relevant assessment
or before the completion of the assessment, whichever is earlier :
Provided that where the return relates to the previous year relevant to
assessment year commencing on the 1st day of April, 1988, or any ea
assessment year, the reference to one year aforesaid shall be construe
reference to two years from the end of the relevant assessment year.]

21. Restoredto its original provision by the Direct Tax Laws (Amendment) Act, 1989, w.e
1-4-1989. Earlier it was substituted by the Direct Tax Laws (Amendment) Act, 198
with effect from the same date.

22. Substituted by the Finance Act, 1972, w.e.f. 1-4-1973. Original sub-section was inse
by the Finance Act, 1970, w.e.f. 1-4-1971.

23. Seeules 12 and 12A.

24. Inserted by the Taxation Laws (Amendment) Act, 1978, w.e.f. 1-4-1979.

25. Seeules 12 and 12A.

26. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior
its substitution, sub-section (5) stood as under:

“(5) If any person having furnished a return under sub-section (1) or sub-section (
discovers any omission or any wrong statement therein, he may furnish arevised re
atany time before the assessmentis made.”
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27[(6) The prescribed form of the returns referreéffta sub-sections (1) and
(3) of this section, and in clausé ¢f sub-section (1) of section 142] shall, in
such cases as may be prescribed, require the assessee to furnish the parti
of income exempt from tax, assets of the prescribed n#firealue and
belonging to him, his bank account and credit card held by, lerpenditure
exceeding the prescribed limits incurred by him under prescribed heads
such other outgoings as may be prescribed.

(6A) Without prejudice to the provisions of sub-section (6), the prescribed fo
of the returns referred #in 2[***] this section, and in clause)of sub-section
(1) of section 142] shall, in the case of an assessee engaged in any busing
profession, also require him to furnifthe report of any audif[referred to in
section 44AB, or, where the report has been furnished prior to the furnishin
the return, a copy of such report together with proof of furnishing the repo
the] particulars of the location and style of the principal place where he car
on the business or profession and all the branches thereof, the names
addresses of his partners, if any, in such business or profession and, if he
member of an association or body of individuals, the names of the ot
members of the association or the body of individuals and the extent of the s
of the assessee and the shares of all such partners or the members, as tr
may be, in the profits of the business or profession and any branches ther
(7) 33[***]

3435(8)(a) *¥[Where the return under sub-section (1) or sub-section (2) or st
section (4) for an assessment year is furnished after the specified date, or i
furnished, then [whether or not tHRAssessing] Officer has extended the date
for furnishing the return under sub-section (1) or sub-section (2)], the asse:

27. Substituted for sub-section (6) by the Taxation Laws (Amendment) Act, 1975, w.e
1-4-1976.

28. Substituted for “in sub-sections (1), (2) and (3)” by the Direct Tax Laws (Amendmer
Act, 1987, w.e.f. 1-4-1989.

28a.Substituted for “and value and belonging to him” by the Finance Act, 1999 w6e1f999.

29. Substituted for “in sub-sections (1), (2) and (3)” by the Direct Tax Laws (Amendmer
Act, 1987, w.e.f. 1-4-1989.

30. Words “sub-sections (1) and (3) of” omitted by the Finance Act, 1995, w.e.f. 1-7-19¢

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

32. Substituted for “obtained under section 44AB” by the Finance Act, 1995, w.e.f. 1-7-19

33. Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Priortoi
omission, sub-section (7) stood as under :
“(7) No return under sub-section (1) need be furnished by any person for any previ
year if he has already furnished a return of income for such year in accordance witt
provisions of sub-section (2).”

34. Substituted by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971. Origin
sub-section was inserted by the Finance Act, 1963, w.e.f. 28-4-1963.

35. Seeaule 119A.

36. Substituted for portion beginning with “Where the return” and ending with “under th
sub-section” by the Finance Act, 1972, w.e.f. 1-4-1972.

37. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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shall be liable to pay simple interestfifteen] per cent per annum, reckoned
from the day immediately following the specified date to the date of tl
furnishing of the return or, where no return has been furnished, the dat
completion of the assessment under section 144, on the amount of the
payable on the total income as determined on regular assessment, as reduc
the advance tax, if any, paid, and any tax deducted at source :

Provided that the*[Assessing] Officer may, in such cases and under su
circumstances as may be prescriBegduce or waive the interest payable by
any assessee under this sub-section.

Explanation 1-—For the purposes of this sub-section, “specified date”, |
relation to a return for an assessment year, means,—

(a) inthe case of every assessee whose total income, or the total inc
of any person in respect of which he is assessable under this /
includes any income from business or profession, the date of
expiry of four months from the end of the previous year or whel
there is more than one previous year, from the end of the previc
year which expired last before the commencement of the assessn
year or the 30th day of June of the assessmentyear, whicheveris I

(b) in the case of every other assessee, the 30th day of June of
assessmentyear.]

“Explanation 2—Where, in relation to an assessment year, an assessme
made for the first time under section 147, the assessment so made sheé
regarded as a regular assessment for the purposes of this sub-section.]
4[(b) Where as a result of an order under section 147 or section 154 or sec
155 or section 250 or section 254 or section 260 or section 262 or section
or section 264%or an order of the Settlement Commission under sub-secti
(4) of section 245D], the amount of tax on which interest was payable under
sub-section has been increased or reduced, as the case may be, the intere:
be increased or reduced accordingly, and—

(i) in a case where the interest is increased}*fAssessing] Officeshall

38. Substituted for “twelve” by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-1C
1984. Section 84 of the Amendment Act has clarified that the increase in the rate
interest will apply in respect of any period falling after 30-9-1984, also in those cax
where the interest became chargeable or payable from an earlier date.

39. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

40. Seerule 117A.

41. Substituted for the followingxplanationwhich was numbered Bsplanation 2y the
Finance Act, 1972, w.e.f. 1-4-1972, by the Taxation Laws (Amendment) Act, 1984, w.e
1-4-1985:

“Explanation 2—For the purposes of this sub-section, where the assessee is aregist
firm or an unregistered firm which has been assessed under ddpofsse(ction 138, the
tax payable on the total income shall be the amount of tax which would have been pay
if the firm had been assessed as an unregistered firm.”

42. Substituted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-4-1985.

43. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

44. Substituted for “Income-taxibid.,w.e.f. 1-4-1988.
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serve on the assessee, a notice of demand in the prescribed f
specifying the sum payable, and such notice of demand shall
deemedto be a notice under section 156 and the provisions of this
shall apply accordingly;
(ii) inacasewheretheinterestisreduced, the excess interest paid, if
shall be refunded.]]
49[(c) The provisions of this sub-section shall apply in respect of the assessn
forthe assessment year commencing on the 1stday of April, 1988, or any ec
assessment year, and references therein to the other provisions of this Act
be construed as references to the said provisions as they were applicable f
relevant assessment year.]
46[(9) Where thet[Assessing] Officer considers that the return of incom
furnished by the assessee is defective, he may intimate the defect to the ass
and give him an opportunity to rectify the defect within a period of fifteen da
from the date of such intimation or within such further period which, on :
application made in this behalf, tHRAssessing] Officer may, in his discretion,
allow; and if the defect is not rectified within the said period of fifteen days «
as the case may be, the further period so allowed, then, notwithstanding anyt
contained in any other provision of this Act, the return shall be treated as
invalid return and the provisions of this Act shall apply as if the assessee
failed to furnish the return:
Provided that where the assessee rectifies the defect after the expiry of the
period of fifteen days or the further period allowed, but before the assessn
is made, th&[Assessing] Officer may condone the delay and treat the return
a valid return.
Explanation—For the purposes of this sub-section, a return ofincome shall
regarded as defective unless all the following conditions are fulfilled, namely:
(a) the annexures, statements and columns in the return of inco
relating to computation of income chargeable under each heac
income, computation of gross total income and total income ha
been duly filled in;
(b) the return is accompanied by a statement showing the computat
of the tax payable on the basis of the return;

“¥[(bb) the return is accompanied by the report of the audit referred to
section 44AB, or, where the report has been furnished prior to t
furnishing of the return, by a copy of such report together with pro
of furnishing the report;]

45. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

46. Inserted by the Finance (No. 2) Act, 1980, w.e.f. 1-9-1980.

47. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

48. Substituted by the Finance Act, 1995, w.e.f. 1-7-1995. Prior to its substitution, clat
(bb), as inserted by the Finance Act, 1988, w.e.f. 1-4-1989, read as under:
“(bb) the return is accompanied by the report of the audit obtained under section 44A
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(c) the return is accompanied by proof of—

(i) the tax, if any, claimed to have been deducted at source and
advance tax and tax on self-assessment, if any, claimed to h.
been paid;

(ii) the amount of compulsory deposit, if any, claimed to have be
made under the Compulsory Deposit Scheme (Income-t
Payers) Act, 1974 (38 of 1974);

(d) where regular books of account are maintained by the assessee
return is accompanied by copies of—

(i) manufacturing account, trading account, profit and loss accol
or, as the case may be, income and expenditure account or
other similar account and balance sheet;

(ii) inthe case of a proprietary business or profession, the persc
account of the proprietor; in the case of a firm, association
persons or body of individuals, personal accounts of the partn
or members; and in the case of a partner or member of a fir
association of persons or body of individuals, also his persor
accountinthe firm, association of persons or body of individual

(e) where the accounts of the assessee have been audited, the rett
accompanied by copies of the audited profit and loss account ¢
balance sheet and the auditor’s reffpaind, where an audit of cost
accounts of the assessee has been conducted, under sectityn 2:
of the Companies Act, 1956 (1 of 1956), also the report under tt
section];

() where regular books of account are not maintained by the asses
the return is accompanied by a statement indicating the amount:
turnover or, as the case may be, gross receipts, gross profit, expe
and net profit of the business or profession and the basis on wh
such amounts have been computed, and also disclosing the amo
of total sundry debtors, sundry creditors, stock-in-trade and ca
balance as at the end of the previous year.]

49. Inserted by the Finance Act, 1985, w.e.f. 1-4-1985.
50. Fortextofsection 233B ofthe Companies Act, 138@Appendix One.
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(10) 3 Omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.
2[Permanent account numbet.

139A.(1) Every person,—

(i) if his total income or the total income of any other person in respe
of which he is assessable under this Act during any previous ye

51. Priortoomission sub-section (10), as amended by the Taxation Laws (Amendmer
Miscellaneous Provisions) Act, 1986, w.e.f. 1-4-1986, Direct Tax Laws (Amendmer
Act, 1987, w.e.f. 1-4-1989, Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-19¢
and Finance Act, 1990, w.e.f. 1-4-1990, read as under :

“(10) Notwithstanding anything contained in any other provision of this Act, areturn
income which shows the total income below the maximum amount which is n
chargeable to tax shall be deemed never to have been furnished :
Providedthat nothing hereinbefore contained shall apply to,—
(a) areturnfurnished inresponse to a notice under sub-section (2) of section 1+
(b) areturn of afirm or a partner of a firm;
(c) areturnoflosswhich has been furnished in accordance with the provisions of s
section (3);
(d) areturn of apersonwho has claimed exemption ofincome from property held
charitable or religious purposes;
(e) areturnfurnished under sub-section (4B) in respect of a political party; and
(f) areturnfurnished in support of a claim for refund under section 237.”

52. Substituted by the Finance Act, 1995, w.e.f. 1-7-1995. Prior to its substitution, sect
139A, asinserted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976 &
later amended by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988/1-
1989 and the Finance Act, 1990, w.e.f. 1-4-1990, read as under :

‘139A. Permanent account numbers(1) Every person, if his total income or the total
income of any other personinrespect of which he is assessable under this Act du
any previous year exceeded the maximum amountwhich is not chargeable to income
and he has not been allotted any permanent account number, shall, within such tin
may be prescribed, apply to the Assessing Officer for the allotment of a perman
accountnumber.
(2) Notwithstanding anything contained in sub-section (1), every person not falli
under that sub-section, but—
(i) carrying on any business whose total sales, turnover or gross receipts are
likely to exceed fifty thousand rupees in any previous year; or
(il) whoisrequired to furnish areturn ofincome under sub-section (4A) of secti
139, and who has not been allotted any permanent account number, shall, wi
such time as may be prescribed apply to the Assessing Officer for the allotm
of a permanent account number.
(3) The Assessing Officer may also allot to any other person by whom tax is payabl
permanent account number.
(4) All permanent account numbers allotted to assessees before the commencem:
the Taxation Laws (Amendment) Act, 1975 (41 of 1975), shall, with effect from suc
date as the Board may, by notification in the Official Gazette, specify, be deemedto h
been allotted to them under the provisions of this section.
(Contd. on p. 1.539)
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exceeded the maximum amount which is not chargeable to incon
tax; or
(ii) carrying on any business or profession whose total sales, turnove
gross receipts are or is likely to excégfive lakh] rupees in any
previous year; or
(iii) who isrequired to furnish a return of income under sub-section (4
of section 139,
and who has not been allotted a permanent account number shall, within
time, as may be prescribed, apply to the Assessing Officer for the allotmen
a permanent account number.
(2) The Assessing Officer may also allot to any other person by whom ta
payable, a permanent account number.
(3) Any person, not falling under sub-section (1) or sub-section (2), may ap
to the Assessing Officer for the allotment of a permanent account number ¢
thereupon, the Assessing Officer shall allot a permanent account number to
person forthwith.
(4) For the purpose of allotment of permanent account numbers under the
series, the Board may, by notificatidim the Official Gazette, specify the date

(Contd. from p. 1.538)
(5) Where a permanent account number has been allotted or is deemed to have
allotted to any person under this section, he shall—

(a) quote such numberin all his returns to, or correspondence with, any income-
authority;

(b) quote such number in all challans for the payment of any sum due under this /

(c) quote such number in all documents pertaining to such transactions as ma
prescribed by the Board in the interests of the revenue, and entered into by t

(d) intimate the Assessing Officer any change in his address orinthe name and ne
of his business.

(6) The Board may make rules providing for—

(a) the form andthe mannerinwhich an application may be made for the allotm¢
of a permanent account number and the particulars which such application s|
contain ;

(b) the categories of transactions in relation to which permanent account numb
shall be quoted by the persons to whom such numbers have been allotted, ir
documents pertaining to such transactions;;

(c) the categories of documents pertaining to business or profession of the persoil
whom permanent account numbers have been allotted, in which such numt
shall be quoted by them.

Explanation.—n this section,—

@ = - -

(b) “permanentaccount number” means a number which the Assessing Officern
allot to any person for the purpose of identification.’

53. Seeule 114 and Form No. 49A for application for allotment of PAN.
54. Substituted for “fifty thousand” by the Finance (No. 2) Act, 1998, w.e.f. 1-8-1998
55. Forrelevant notificationseeTaxmann’s Master Guide to Income-tax Act.
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from which the persons referred to in sub-sections (1) and (2) and other per:
who have been allotted permanent account numbers and residing in a pla
be specified in such naotification, shall, within such time as may be specifi
apply to the Assessing Officer for the allotment of a permanent account nurr
under the new series and upon allotment of such permanent account numk
a person, the permanent account number, if any, allotted to him earlier s
cease to have effect :

Provided that the persons to whom permanent account number under the |
series has already been allotted shall not apply for such number again.

(5) Every person shall—

(a) quote such number in all his returns to, or correspondence with, &
income-tax authority;

(b) quote such number in all challans for the payment of any sum ¢
under this Act;

(c) quote such number in all documents pertaining to such transactic

as may be prescrib®&éby the Board in the interests of the revenue
and entered into by him :
Provided that the Board may prescribe different dates for differetr
transactions or class of transactions or for different class of perso
S§[Provided further that a person shall quote General Index Registt
Number till such time Permanent Account Number is allotted to su
person;]

(d) intimate the Assessing Officer any change in his address or in |
name and nature of his business on the basis of which the permal
account number was allotted to him.

(6) Every person receiving any document relating to a transaction prescri
under claused] of sub-section (5) shall ensure that the Permanent Accot
Numbersqor the General Index Register Number] has been duly quoted in
document.

(7) No person who has already been allotted a permanent account number L
the new series shall apply, obtain or possess another permanentaccount nu
57(8) The Board may make rules providing for—

(a) theform andthe mannerin which an application may be made for 1
allotment of a permanent account number and the particulars wh
such application shall contain;

(b) the categories of transactions in relation to which Permanent Accol
Numbers®for the General Index Register Number] shall be quoted b
every person in the documents pertaining to such transactions;

(c) the categories of documents pertaining to business or professiol
which such numbers shall be quoted by every person;

55a. Seeules 114B to 114D and Form Nos. 60 & 8&eAppendix Two for detailed analysis
ofrules114Bto 114D.

56. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-8-1998
57. Seerules 114 & 114Bto 114D and Form Nos. 49A, 60 &61.
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58[(d) class or classes of personsto whom the provisions of this section s
not apply;
(e) the form and the manner in which the person who has not be
allotted a Permanent Account Number or who does not have Gene
Index Register Number shall make his declaration;

() the mannerin which the Permanent Account Number or the Gene
Index Register Number shall be quoted in respect of the categol
of transactions referred to in clausk (

(g) thetime andthe mannerinwhich the transactions referredtoin cla
(c) shall be intimated to the prescribed authority.]

Explanation—For the purposes of this section,—

(a) “Assessing Officer” includes an income-tax authority who is as
signed the duty of allotting permanent account numbers;

(b) “permanent account number’” means a number which the Assess
Officer may allot to any person for the purpose of identification ar
includes a permanent account number allotted under the new sel

(o) “permanent account number under the new series” means a per
nent account number having ten alphanumeric characters ¢
issued in the form of a laminated card;]

58qd(d) “General Index Register Number’” means a number given by
Assessing Officer to an assessee in the General Index Regi
maintained by him and containing the designation and particulars
the ward or circle or range of the Assessing Officer.]

Return by whom to be signed.
59140.The return under section 139 shall be signed and verified—
%9(a) in the case of an individual,—
(i) by the individual himself;

(ii) where he is absent from India, by the individual himself or b
some person duly authorised by him in this behalf;

(iii) where he is mentally incapacitated from attending to his affair
by his guardian or any other person competent to act on |
behalf; and

(iv) where, for any other reason, itis not possible for the individual to sic
the return, by any person duly authorised by him in this behalf:

Provided that in a case referred to in sub-claugeof sub-clauseiy),
the person signing the return holds a valid power of attorney from t
individual to do so, which shall be attached to the return;]

58. Clausesd) to (g) inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-8-1998

58a.lnsertedibid.

59. Forrelevant case lawsgeTaxmann’s Master Guide to Income-tax Act.

60. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior
its substitution, clausa) stood as under :

“(a) inthe case of anindividual by the individual himself; where the individual is abse
from India, by the individual concerned or by some person duly authorised by hirr
this behalf; and where the individual is mentally incapacitated from attending to |
affairs, by his guardian or by any other person competentto act on his behalf;”
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in the case of a Hindu undivided family, by the karta, and, where t
kartais absent from India or is mentally incapacitated from attendil
to his affairs, by any other adult member of such family;

in the case of a company, by the managing director thereof, or wh
forany unavoidable reason such managing directoris notable to s
and verify the return, or where there is no managing director, by a
director thereof :

%[Provided that where the company is not resident in India, th
return may be signed and verified by a person who holds a va
power of attorney from such company to do so, which shall |
attached to the return:

Provided further that,—

(a) where the company is being wound up, whether under the ord
of a court or otherwise, or where any person has been appoin
as the receiver of any assets of the company, the return shal
signed and verified by the liquidator referred to in sub-section (
of section 178;

(b) where the management of the company has been taken ove
the Central Government or any State Governmentunder any le
the return of the company shall be signed and verified by tl
principal officer thereof;]

in the case of a firm, by the managing partner thereof, or where

any unavoidable reason such managing partneris not able to sign

verify the return, or where there is no managing partner as such,
any partner thereof, not being a minor;

in the case of a local authority, by the principal officer thereof;]

in the case of a political party referred to in sub-section (4B) of secti
139, by the chief executive officer of such party (whether such chi
executive officer is known as secretary or by any other designation);
inthe case of any other association, by any member of the associa
or the principal officer thereof; and

in the case of any other person, by that person or by some per
competent to act on his behalf.

61.

62.
63.

Substituted for clauses)(@nd ¢) by the Taxation Laws (Amendment) Act, 1975, w.e.f.
1-4-1976.

Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.
Insertedibid.
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s Self-assessment.

85140A.%¢[(1) Where any tax is payable on the basis of any return required tc

furnished undef[section 139 or section 14Z2[or section 148 or, as
the case may be, section 158B@fter taking into account the amount of tax,
ifany, already paid under any provision of this Afthhe assessee shall be liable
to pay such tax together with interest payable under any provision of this Act
any delay in furnishing the return or any default or delay in payment of advai
tax, before furnishing the return and the return shall be accompanied by p
of payment of such tax and interest.]

S Explanation—Where the amount paid by the assessee under this sub-sec
falls short of the aggregate of the tax and interest as aforesaid, the amount sc
shall first be adjusted towards the interest payable as aforesaid and the bal
if any, shall be adjusted towards the tax payable.]

(2) After a regular assessment under section 143 or sectiofffiztdan
assessment under section 158B@s been made, any amount paid under sul
section (1) shall be deemed to have been paid towards such regular asses
99 or assessment, as the case mdy be

(3) If any assessee fails to pay the whole or any part of such tax or intere:
both in accordance with the provisions of sub-section (1), he shall, withe
prejudice to any other consequences which he may incur, be deemed to
assessee in defaultin respect of the tax or interest or both remaining unpaid
all the provisions of this Act shall apply accordingly.]

"(4) The provisions of this section as they stood immediately before th
amendment by the Direct Tax Laws (Amendment) Act, 1987 (4 of 1988), st
apply to and in relation to any assessment for the assessment year comme
on the 1st day of April, 1988, or any earlier assessment year and references in
section to the other provisions of this Act shall be construed as reference

64. Substituted by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971. Origin
section was inserted by the Finance Act, 1964, w.e.f. 1-4-1964.

65. Sealso Circular No. 20(LXXXVI)-D of 1964 (extracts), dated 7-7-1964. For desais,
Taxmann’s Master Guide to Income-tax Act.

66. Substituted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976.

67. Substituted for “section 139 or section 148” by the Finance (No. 2) Act, 1991, w.e€
27-9-1991.

67a.Substituted for “or, as the case may be, section 148” by the Finance Act, 1999, w.
1-6-1999.

68. Substituted for “the assessee shall be liable to pay such tax before furnishing the re
and the return shall be accompanied by proof of payment of such tax” by the Direct"
Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

69. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

69a.lnserted by the Finance Act, 1999, w.&:6-1999.

70. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior
its substitution, sub-section (3), as substituted by the Taxation Laws (Amendment) /
1975, w.e.f. 1-4-1976, stood as under :

“(3) If any assessee fails to pay the tax or any part thereof in accordance with
provisions of sub-section (1), the Assessing Officer may direct that a sum equal to:
per cent of such tax or part thereof, as the case may be, shall be recovered from hi
way of penalty for every month during which the default continues:

Providedthat before levying any such penalty, the assessee shall be given areasor
opportunity of being heard.”

71. Inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1989.
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those provisions as for the time being in force and applicable to the releyv
assessmentyear.]

Provisional assessment.
141.[Omitted by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4+19°

Provisional assessment for refund.

2141A. [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e
1-4-1989. Section 141A was inserted by the Finance Act, 1968, w.

1-4-1968. Original section was inserted by the Finance Act, 1963, w.e.f. 1-4-1¢

and omitted by the Finance Act, 1964, w.e.f. 1-4-1964.

72 Prior to its omission, section 141A as amended by the Taxation Laws (Amendment) Act, 1€
w.e.f. 1-4-1971, Finance Act, 1974, w.e.f. 1-4-1975, Taxation Laws (Amendment) Act, 1975, w.
1-4-1976, Finance Act, 1976, w.e.f. 1-4-1976 and the Finance Act, 1988, w.e
1-4-1988, stood as under :

“141A.Provisional assessment for refundB-Where areturn has been furnished unde!
section 139 and the assessee claims that the tax paid or deemed to have been paid un
provisions of Chapter XVII-B, or Chapter XVII-C, exceeds the tax payable on the basis
the return and the accounts and documents accompanying it, the Assessing Officer, if
of the opinion thatthe regular assessment of the assessee is not likely to be made with
months from the date of furnishing of the return, shall make in a summary manner wit
the said six months a provisional assessment of the sum refundable to the assessee
making such adjustments to the income or loss declared in the return as are required
made under sub-section (2) with reference to such return, accounts and documents, a
the purposes of the adjustments referred to in clausef(sub-section (2), also with
reference to the records of the assessments, if any, of past yee
(2) In making any assessment under this section, the Assessing Officer shall make
following adjustments to the income or loss declared in the return, thatis to say, he she
(i) rectify any arithmetical errors in the return, accounts and documents referred t
sub-section (1) ;

(ii) allow any deduction, allowance or relief which, on the basis of the informatic
available in such return, accounts and documengsinsa facie admissible, butis
not claimed in the return;

(iii) disallow any deduction, allowance or relief claimed in the return which, on the ba
ofthe information available in such return, accounts and documeptsmia facie,
inadmissible ;

(iv) give due effect to the allowance referred to in sub-section (2) of section 32,
deductionreferred toin clause Of sub-section (3) of section 32A or clausedf
sub-section (2) of section 33 or clausg ¢f sub-section (2) of section 33A or
clause i) of sub-section (2) of section 35 or sub-section (1) of section 35A or su
section (1) of section 35D or sub-section (1) of section 35E or the first proviso to cla
(ix) of sub-section (1) of section 36, any loss carried forward under sub-section (1
section 72 or sub-section (2) of section 73 or sub-section (1) or sub-section (3
section 74 or sub-section (3) of section 74A and the deficiency referred to in si
section (3) of section 80J, as computed, in each case, inthe regular assessment,
forthe earlier assessmentyear or years.

(3) Afirm may be assessed under sub-section (1) as an unregistered firm, except i
following cases, where it shall be assessed as aregistered firm—

(& where the firm was assessed as aregistered firm for the latest assessment ye
which its assessment has been completed, and it has before the expiry of the p
laid down in Chapter XVI-B filed its application for registration or declaration unde
sub-section (7) of section 184 for the assessment year for which the provisio
assessmentis to be made;

(Contd. on p. 1.545)
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Inquiry before assessment.
73142.(1) For the purpose of making an assessment under this Act,

"[Assessing] Officer may serve on any person who has made a ret

under section 139[or in whose case the time allowed under sub-section (1)
that section for furnishing the return has expired] a notice requiring him, o
date to be therein specified,—

78[(i) where such person has not made a retfwithin the time allowed
under sub-section (1) of section 139], to furnish a return of h
income or the income of any other person in respect of which he
assessable under this Act, in the prescribed form and verified in
prescribed mann&rand setting forth such other particulars as me
be prescribed, or]

79[(ii)] to produce, or cause to be produced, such accounts or documen
the&JAssessing] Officer may require, or

(Contd. from p. 1.544)

73.
74.

75.

76.
77.

78.

79.
80.

(b) where noregular assessment has been made on the firm for any assessmen
preceding the assessmentyear for which the provisional assessmentistoben
and the firm has before the expiry of the period laid down in Chapter XVI-B file
its application for registration or declaration as aforesaid, for the assessment
for which the provisional assessmentis to be made.

(4) After aregular assessment has been made, any amount refunded on provis
assessment made under sub-section (1) shall be dealt with in the manner spec
hereunder, namely :—

(a) where the sumrefundable on regular assessmentis equalto or exceeds the ar
refunded under sub-section (1), the amount so refunded shall be deemedtol|
beenrefunded towards the regular assessment;

(b) where norefundis due onregular assessment or the amountrefunded under
section (1) exceeds the amountrefundable on regular assessment, the whole «
excess amount so refunded shall be deemed to be tax payable by the assesst
the provisions of this Act shall apply accordingly.

(5) Nothing done or suffered by reason orin consequence of any provisional assess
made under this section shall prejudice the determination, on the merits, of any is
which may arise in the course of the regular assessment.

(6) There shall be noright of appeal against a provisional assessment made undel
section (1).”

For relevant case lawseeTaxmann’s Master Guide to Income-tax Act.

Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

Substituted forér to whom a notice has been issuader sub-section (2) of section 139
(whether areturn has been made or not)” by the Direct Tax Laws (Amendment) A
1987, w.e.f. 1-4-1989. Earlier, the italicised words were substituted by the Taxat
Laws (Amendment) Act, 1975, w.e.f. 1-4-1976.

Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.
Substituted for “before the end of the relevant assessment year” by the Finance
1990, w.e.f. 1-4-1990.

Seeaule 14 for form of verification which shall be in the following form : “l declare tha
to the best of my knowledge and belief, the information furnished in the stateme
statements is correct and complete and the other particulars shown therein are 1
stated”.

Renumbered by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.
Substituted for “Income-taxibid., w.e.f. 1-4-1988.
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81[(iii)] ®2o furnish in writing and verified in the prescribed manner informe
tionin such form and on such points or matters (including a statem:
of all assets and liabilities of the assessee, whether included in
accounts or not) as ti§Assessing] Officer may require :

Provided that—

(a) the previous approval of tHgJoint Commissioner] shall be
obtained before requiring the assessee to furnish a statement o
assets and liabilities not included in the accounts ;

(b) the 8[Assessing] Officer shall not require the production of an
accounts relating to a period more than three years prior to t
previous year.

(2) For the purpose of obtaining full information in respect of the income or Ic
of any person, th§[Assessing] Officer may make such inquiry as he conside
necessary.

86[(2A) &If, at any stage of the proceedings before hinféfAesessing] Officer,
having regard to the nature and complexity of the accounts of the assesse!
the interests of the revenue, is of the opinion that itis necessary so to do, he
with the previous approval of tH§Chief Commissioner or Commissioner],
directthe assessee to getthe accounts audited by an accountant, as definec
Explanationbelow sub-section (2) of section 288, nominated byftdief
Commissioner or Commissioner] in this behalf and to furnish a report of s
audit in the prescribed form duly signed and verified by such accountant :
setting forth such particulars as may be prescribed and such other particula
the®[Assessing] Officer may require.

(2B) The provisions of sub-section (2A) shall have effect notwithstanding tt
the accounts of the assessee have been audited under any other law for th
being in force or otherwise.

(2C) Every report under sub-section (2A) shall be furnished by the assessee tc
99Assessing] Officer within such period as may be specified bythssessing]
Officer :

81. Renumbered by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

82. Seerule 14.

83. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

84. Substituted for “Deputy Commissioner” by the Finance (No. 2) Act, 1998, w.e.f. 1-1
1998 Earlier “Deputy Commissioner” was substituted for “Inspecting Assistant Con
missioner” by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988.

85. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

86. Inserted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976.

87. Seeule 14A and Form No. 6B for auditreport under section 142(2A).

88. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

89. Substituted for “Commissionerihid.

90. Substituted for “Income-taxibid.
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Provided that the®[Assessing] Officer may, on an application made in thi
behalf by the assessee and for any good and sufficient reason, extend the
period by such further period or periods as he thinks fit ; so, however, that
aggregate of the period originally fixed and the period or periods so exten
shall not, in any case, exceed one hundred and eighty days from the date on v
the direction under sub-section (2A) is received by the assessee.

(2D) The expenses of, and incidental to, any audit under sub-section (:
(including the remuneration of the accountant) shall be determined by
9IChief Commissioner or Commissioner] (which determination shall be fine
and paid by the assessee and in default of such payment, shall be recove
from the assessee in the manner provided in Chapter XVII-D for the recov
of arrears of tax.]

(3) The assessee shall, except where the assessment is made under sectic
be given an opportunity of being heard in respect of any material gathered or
basis of any inquiry under sub-sectior’f@r any audit under sub-section (2A)]
and proposed to be utilised for the purpose of the assessment.

%[(4) The provisions of this section as they stood immediately before th
amendment by the Direct Tax Laws (Amendment) Act, 1987 (4 of 1988), st
apply to and in relation to any assessment for the assessment year comme
on the 1st day of April, 1988, or any earlier assessment year and referenc
this section to the other provisions of this Act shall be construed as referer
to those provisions as for the time being in force and applicable to the rele\
assessmentyear.]

[Assessmerif-8

99143. ¥¢(1) Where a return has been made under section 139, or in response
a notice under sub-section (1) of section 142,—

(i) if any tax or interest is found due on the basis of such return, aft
adjustment of any tax deducted at source, any advance tax paid, any
paid on self-assessment and any amount paid otherwise by way of
or interest, then, without prejudice to the provisions of sub-section (2
an intimation shall be sent to the assessee specifying the sum
payable, and such intimation shall be deemed to be a notice of dem:
issued under section 156 and all the provisions of this Act shall apy
accordingly; and

91. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

92. Substituted for “Commissionerihid.

93. Inserted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976.

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

95. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Secti
143, as substituted by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971 ¢
later on amended by the Finance Act, 1974, w.e.f. 1-4-1975, Finance Act, 1976, w.
1-4-1976, Finance (No. 2) Act, 1980, w.e.f. 1-4-1980 and Finance Act, 1987, w.e.f.
4-1988, stood as under :

(Contd. on p. 1.548)
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(i) if any refund is due on the basis of such return, it shall be grantt
to the assessee and an intimation to this effect shall be sent to
assessee:

Provided that except as otherwise provided in this sub-section, the ackno
ledgement of the return shall be deemed to be intimation under this s
section where either no sum is payable by the assessee or no refund is
to him:

Provided further that no intimation under this sub-section shall be sent afte
the expiry of two years from the end of the assessment year in which
income was first assessable.

(Contd. from p. 1.547)
‘143. Assessment- (1) (@) Where a return has been made under section 139, tl
Assessing Officer may, without requiring the presence of the assessee or the produ
by him of any evidence in support of the return, make an assessment of the total inc
or loss of the assessee after making such adjustments to the income or loss decla
the return as are required to be made under cldyseith reference to the return and
the accounts and documents, if any, accompanying it, and for the purposes of
adjustments referred to in sub-clausg¢ ¢f clauself), also with reference to the record
of the assessments, if any, of pastyears, and determine the sum payable by the as:
or refundable to him on the basis of such assessment.
(b) In making an assessment of the total income or loss of the assessee undeax)claus
the Assessing Officer shall make the following adjustments to the income or Ic
declared in the return, thatis to say, he shall,—

(i) rectify any arithmetical errorsin the return, accounts and documents, referre
inclause @) ;

i) [***

(i) [***

(iv) give due effectto the allowance referred to in sub-section (2) of section 32, 1
deduction referred to in clause Ef sub-section (3) of section 32A or clauisg (
of sub-section (2) of section 33 or clauisedf sub-section (2) of section 33A or
clause() of sub-section (2) of section 35 or sub-section (1) of section 35A or su
section (1) of section 35D or sub-section (1) of section 35E or the first proviso
clause ix) of sub-section (1) of section 36, any loss carried forward under su
section (1) of section 72 or sub-section (2) of section 73 or sub-section (1) ors
section (3) of section 74 or sub-section (3) of section 74A and the deficien
referred to in sub-section (3) of section 80J, as computed, in each case, in
regular assessment, if any, for the earlier assessment year or years.

(2) Where areturn has been made under section 139, and—

(a) anassessment having been made under sub-section (1), the assessee makes
one month from the date of service of the notice of demand issued in conseque
of such assessment, an application to the Assessing Officer objecting to
assessment, or

(b) whether or notan assessment has been made under sub-section (1), the Asse
Officer considers it necessary or expedient to verify the correctness and compl
ness of the return by requiring the presence of the assessee or the producti
evidence in this behalf,

the Assessing Officer shall serve on the assessee a notice requiring him, on a date
therein specified, either to attend at the Assessing Officer’s office or to produce, o
cause to be there produced, any evidence on which the assessee may rely in supg
thereturn :

(Contd. on p. 1.549)

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



1.549 CH. XIV - PROCEDURE FOR ASSESSMENT S. 143

(Contd. from p. 1.548)
Providedthat, in a case, where an assessment has been made under sub-section (.
notice under this sub-section except where such notice is in pursuance of an applicz
by the assessee under claweshall not be issued by the Assessing Officer unless th
previous approval of the Deputy Commissioner has been obtained to the issue of
notice:
Provided further that in a case where the assessment made under sub-section (.
objected to by the assessee by an application under cia e (@ssessee shall not be
deemed to be in default in respect of the whole or any part of the amount of the
demanded in pursuance of the assessment under that sub-section, which is disput
the assessee, in so far as such amount does notrelate to any adjustmentreferred to
clause () of clause lf) of sub-section (1), and further no interest shall be chargeab
under sub-section (2) of section 220 in respect of such disputed amount.
(3) Onthe day specified in the notice issued under sub-section (2), or as soon afterw
as may be, after hearing such evidence as the assessee may produce and sucl
evidence as the Assessing Officer may require on specified points, and after taking
account all relevant material which he has gathered,—

(a) inacase where no assessmenthas been made under sub-section (1), the Ass
Officer shall, by an order in writing, make an assessment of the total income
loss of the assessee, and determine the sum payable by him or refundable tc
on the basis of such assessment;;

(b) inacasewhere an assessment has been made under sub-section (1), if eithe
assessment has been objected to by the assessee by an application undar clau
of sub-section (2) or the Assessing Officer is of opinion that such assessmer
incorrect, inadequate or incomplete in any material respect, the Assessing Offi
shall, by an order in writing, make a fresh assessment of the total income or|
of the assessee, and determine the sum payable by him or refundable to him o
basis of such assessment.

Explanation—For the purposes of this section,—

(1) anassessmentunder sub-section (1) shall be deemed to be incorrect, inadet
orincomplete in a material respect, if—

(a) the amount of the total income as determined under sub-section (1)
greater or smaller than the amount of the total income on which the asses
is properly chargeable under this Act to tax ; or

(b) the amountofthe tax payable as determined under sub-section (1) is gre
or smaller than the amount of the tax properly payable under this Actby t
assessee; or

(c) the amount of any loss as determined under sub-section (1) is greate
smaller than the amount of the loss, if any, determinable under this Act
aproper computation ; or

(d) the amountofany depreciation allowance, development rebate or any ot
allowance or deduction as determined under sub-section (1) is greate
smaller than the amount of the depreciation allowance, developmentreb
or, as the case may be, other allowance or deduction properly allowal
under this Act ; or

(e) the amountofthe refund as determined under sub-section (1) is greate
smaller than the amount of the refund, if any, due under this Act on a proj
computation ; or

(f) the statusinwhich the assessee has been assessed under sub-sectior
different from the status in which the assessee is properly assessable ui
this Act ;

(2) “status”, inrelation to an assessee, means the classification of the assessee
individual, a Hindu undivided family, or any other category of persons referred
in clause 81) of section 2, and where the assessee is a firm, its classification
aregistered firm or an unregistered firm.’
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96-98.

99.

The provisions of section 143 as they stood before the commencement of the Direct
Laws (Amendment) Act, 1987, shall apply inrespect of assessments for the assess
year commencing on the 1stday of April, 1988 and any earlier assessmentigiear—
Income-tax (Removal of Difficulties) Order, 1989.

Sealso Circular No. 201, dated 5-7-1976, Instruction No. 1395, dated 15-5-19
[Source : 114th Report[1982-83] of the Public Accounts Committee, pp. 16-17], Circu
No. 230, dated 27-10-1977. Relevant extracts from minutes of 12th meeting of CDT.
held on 17-8-1967, Circular No. 1 [C. No. 9(17)-1T/50], dated 24-4-1950, Circular N
18 (XL-37), dated 28-4-1955, Circular No. 125, dated 26-11-1973, Circular No. 36(X
52),dated 19-11-1958, Circular No. 50(XL-43), dated 28-12-1956, Letter [F.No. 91/
67/1TJ(25)], dated 3-7-1967, Letter [F.No. 81/27/65-I1T(B)], dated 18-5-1965, Circul
No. 14 (XL-35), dated 11-4-1955, Circular No. 30f 1942, dated 16-1-1942, Circular N
601, dated 4-6-1991, Circular No. 689, dated 24-8-1994, Instruction No. 1617, da
18-5-1985, Instruction No. 574, dated 27-7-1993 and Press Release dated 12-3-199¢
detailsseeTaxmann’s Master Guide to Income-tax Act.

Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.

. Substituted by the Finance Act, 1999, w.£-6-1999 Prior to its substitution, sub-

section (1), as amended by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1

1989, Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1989, Finance A

1992, w.e.f. 1-4-1993 and Finance Act, 1997, w.e.f. 1-4-1998, read as under:
“(1)(a) Where areturn has been made under section 139, orin response to a notice !
sub-section (1) of section 142,—

(i) ifanytaxorinterestisfound due onthe basis of such return, after adjustmer
any tax deducted at source, any advance tax paid and any amount paid other
by way of tax or interest, then, without prejudice to the provisions of sub-secti
(2), anintimation shall be sentto the assessee specifying the sum so payable
such intimation shall be deemed to be a notice of demand issued under sectior
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 t
assessee:

Provided that in computing the tax or interest payable by, or refundable to, tl
assessee, the following adjustments shall be made in the income or loss declared
return, namely :—

(i) anyarithmetical errorsinthe return, accounts ordocuments accompanyingits
be rectified ;

(ii) anyloss carried forward, deduction, allowance or relief, which, on the basis of1
information available in such return, accounts or documenpsine facie
admissible but which is not claimed in the return, shall be allowed ;

(iii) any loss carried forward, deduction, allowance or relief claimed in the retur
which, on the basis of the information available in such return, accounts
documents, iprima facieinadmissible, shall be disallowed :

Provided further that an intimation shall be sentto the assessee whether or not:

adjustment has been made under the first proviso and notwithstanding that no te

interestis due from him:

Provided alsothat an intimation under this clause shall not be sent after the expiry

two years from the end of the assessment year in which the income was first asses:

(b) Where as aresult of an order made under sub-section (3) of this section or sec

144 or section 147 or section 154 or section 155 or section 250 or section 254 or se

260 or section 262 or section 263 or section 264, or any order of settlement made u

sub-section (4) of section 245D relating to any earlier assessment year and pa

(Contd. on p. 1.551)
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719(1A) [Omitted by the Finance Act, 1999, w.&-6-1999.]

(Contd. from p. 1.550)

subsequentto the filing of the return referred to in claa)sthere is any variationin
the carry forward loss, deduction, allowance or relief claimed in the return, and ¢
resultof which,—

(i) if any tax or interest is found due, an intimation shall be sent to the asses
specifying the sum so payable, and such intimation shall be deemed to be a nc
of demand issued under section 156 and all the provisions of this Act shall ap
accordingly, and

(ii) ifanyrefundis due, it shall be granted to the assessee :

Providedthat an intimation for any tax or interest due under this clause shall not
sent after the expiry of four years from the end of the financial year in which any st
order was passed.

(c) Where the assessee is amember of an association of persons or body of indivic
and as a result of the adjustments made under the first proviso to alanfssup-
section (1) inthe income orloss declared in the return made by the associationorb
asthe case may be, or as aresult of an order made under sub-section (3) of this s
or section 144 or section 147 or section 154 or section 155 or sub-section (1) or
section (2) or sub-section (3) or sub-section (5) of section 185 or sub-section (1) or
section (2) of section 186 or section 250 or section 254 or section 260 or section
or section 263 or section 264, or any order of settlement made under sub-section (
section 245D, passed subsequent to the filing of the return referred to in a)ause
there is any variation in his share in the income or loss of the association or body
the case may be, or in the manner of inclusion of his share in the returned inco
then,—

(i) if any tax or interest is found due, an intimation shall be sent to the asses
specifying the sum so payable, and such intimation shall be deemed to be a nc
of demand issued under section 156 and all the provisions of this Act shall ap
accordingly, and

(i) ifanyrefundis due, it shall be granted to the assessee :

Providedthat an intimation for any tax or interest due under this clause shall not
sent after the expiry of four years from the end of the financial year in which any st
adjustments were made or any such order was passed.”

7-10. Priortoitsomission, sub-section (1A), asinserted by the Direct Tax Laws (Amendme
Act, 1989, w.e.f. 1-4-1989, and later on amended by the Direct Tax Laws (Secc
Amendment) Act, 1989, w.e.f. 1-4-1989, Finance Act, 1992, w.r.e.f. 1-4-1989 a
Finance Act, 1993, w.r.e.f. 1-4-1989, read as under :

“(1A) (a) Where as aresult of the adjustments made under the first proviso to cla
(a) of sub-section (1),—
(i) theincome declared by any personinthereturnisincreased ; or

(ii) the loss declared by such person in the return is reduced or is converted
income,

the Assessing Officer shall,—

(A) in a case where the increase in income under sub-cidwdeh(is clause has
increased the total income of such person, further increase the amount of
payable under sub-section (1) by an additional income-tax calculated at the |
of twenty per cent on the difference between the tax on the total income
increased and the tax that would have been chargeable had such totalincome
reduced by the amount of adjustments and specify the additional income-taxin
intimation to be sent under sub-clausg df clause &) of sub-section
);

(Contd. on p. 1.552)
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11(1B) [Omitted by the Finance Act, 1999, w.&:6-1999.]

(Contd. from p. 1.551)

(B

©

in a case where the loss so declared is reduced under sub-it)afs$kié clause

or the aforesaid adjustments have the effect of converting that loss into incol
calculate asum (hereinafter referred to as additional income-tax) equal to twe
per cent of the tax that would have been chargeable on the amount of the adjustn
asifithad beenthe totalincome of such person and specify the additional incoi
tax so calculated in the intimation to be sent under sub-cihoselaused) of sub-
section (1) ;

where any refund is due under sub-section (1), reduce the amount of such refun
an amount equivalentto the additionalincome-tax calculated under sub-glause
or sub-clauseR), as the case may be.

(b) Where as aresult of an order under sub-section (3) of this section or section 15
section 250 or section 254 or section 260 or section 262 or section 263 or section 26¢
amount on which additional income-taxis payable under cla)isag been increased or
reduced, as the case may be, the additional income-tax shall be increased or rec
accordingly, and,—

0
(i)

in a case where the additional income-taxisincreased, the Assessing Officer s
serve on the assessee a notice of demand under section 156 ;

in acase where the additional income-taxisreduced, the excess amount paid, if
shall be refunded.”

11. Priortoits omission, sub-section (1B), as inserted by the Finance Act, 1990, w.r.e.f. ]
1989, read as under :
“(1B) Where an assessee furnishes arevised return under sub-section (5) of sectiol
after the issue of an intimation, or the grant of refund, if any, under sub-section (1) of
section, the provisions of sub-sections (1) and (1A) of this section shall apply in relat
to such revised return and—

0}

(i)

the intimation already sent for any income-tax, additional income-tax or intere
shall be amended on the basis of the said revised return and where any am
payable by way of income-tax, additional income-tax or interest specifiedinthe s
intimation has already been paid by the assessee then, ifany such amendmer
the effect of—

(@ enhancingthe amountalready paid, the intimation amended under this cla
shall be sentto the assessee specifying the excess amount payable by hir
such intimation shall be deemed to be a notice of demand issued under sec
156 and all the provisions of this Act shall apply accordingly ;

(b) reducingthe amountalready paid, the excess amount paid shall be refun
to the assessee;

the amount of the refund already granted shall be enhanced or reduced on the!
of the said revised return and where the amount of refund already granted is—

(@ enhanced, only the excess amount of refund due to the assessee shall be
to him;

(b) reduced, the excess amount so refunded shall be deemed to be the tax pa
by the assessee and an intimation shall be sentto the assessee specifyir
amount so payable, and such intimation shall be deemed to be a notic
demand issued under section 156 and all the provisions of this Act shall ap
accordingly :

Providedthat an assessee, who has furnished a revised return under sub-section (
section 139 after the service upon him of the intimation under sub-section (1) of t
section, shall be liable to pay additional income-tax in relation to the adjustments m
under the first proviso to claus® 6f sub-section (1) and specified in the said intimation
whether or not he has made the said adjustments in the revised return.”
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(2) *Where a return has been made under section 139, or in response
notice under sub-section (1) of section 142, the Assessing Officer shall, if
considers it necessary or expedient to ensure that the assessee has not |
stated the income or has not computed excessive loss or has not underpa
tax in any mannef[* **] serve on the assessee a notice requiring him, on ade
to be specified therein, either to attend his office or to produce, or cause t
produced there, any evidence on which the assessee may rely in support ¢
return :

“[Providedthat no notice under this sub-section shall be served on the asse
after the expiry of twelve months from the end of the month in which the rett
is furnished.]

(3) On the day specified in the notice issued under sub-section (2), or as s
afterwards as may be, after hearing such evidence as the assessee may pi
and such other evidence as the Assessing Officer may require on spec
points, and after taking into account all relevant material which he has gathe
the Assessing Officer shall, by an order in writing, make an assessment of
total income or loss of the assessee, and determine the sum payabl&[oy hin
refund of any amount due to him] on the basis of such assessment.]
1[(4) Where a regular assessment under sub-section (3) of this sectiol
section 144 is made,—
(a) any tax orinterest paid by the assessee under sub-section (1) she
deemed to have been paid towards such regular assessment ;
(b) if no refund is due on regular assessment or the amount refunc
under sub-section (1) exceeds the amount refundable on regt
assessment, the whole or the excess amount so refunded sha
deemed to be tax payable by the assessee and the provisions of
Act shall apply accordingly.
17(5) [Omitted by the Finance Act, 1999, w.&:6-1999.]

12. Substituted for “In a case referred to in sub-section (1), if the Assessing Officer” by 1
Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1989.
13. “he shall” omittedibid.
14. Substituted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991. Prior to substitution, prov
read as under :
“Providedthat no notice under this sub-section shall be served on the assessee afte
expiry of the financial year in which the return is furnished or the expiry of six months frc
the end of the month in which the return is furnished, whichever is later.”
15. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998
16. Inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1989.
17. Prior to its omission, sub-section (5), as inserted by the Direct Tax Laws (Secc
Amendment) Act, 1989, w.e.f. 1-4-1989, read as under :
“(5) The provisions of this section as they stood immediately before theiramendmen
the Direct Tax Laws (Amendment) Act, 1987 (4 of 1988), shall apply to and in relation
any assessmentforthe assessmentyear commencing on the 1stday of April, 1988, «
earlierassessmentyear and references in this section to the other provisions of thi
shall be construed as references to those provisions as for the time being in force
applicable to the relevant assessmentyear.”
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18[* * * ]

Best judgment assessment.
19144 .29[(1)] If any person—

(a) fails to make the return requiré&funder sub-section (1) of section
139] and has not made a return or a revised return under sub-sec
(4) or sub-section (5) of that section, or

(b) fails to comply with all the terms of a notice issued under sub-secti
(1) of section 142qor fails to comply with a direction issued under
sub-section (2A) of that section], or

(c) having made a return, fails to comply with all the terms of a notic
issued under sub-section (2) of section 143,

the?9[Assessing] Officer, after taking into account all relevant material whic
the 25[Assessing] Officer has gatheredshall, after giving the assessee ar
oppor-tunity of being heard, make the assessment] of the total income or lo:
the best of his judgment and determine the sum payable by the as¥$essee
*] on the basis of such assessment :

2f[Provided that such opportunity shall be given by the Assessing Officer |
serving a notice calling upon the assessee to show cause, on a date and ti
be specified in the notice, why the assessment should not be completed t
best of his judgment :

Provided further thatit shall not be necessary to give such opportunity in a ce
where a notice under sub-section (1) of section 142 has been issued priort
making of an assessment under this section.]

27[(2) The provisions of this section as they stood immediately before th
amendment by the Direct Tax Laws (Amendment) Act, 1987 (4 of 1988), st
apply to and in relation to any assessment for the assessment year comme
on the 1st day of April, 1988, or any earlier assessment year and referenc
this section to the other provisions of this Act shall be construed as referer
to those provisions as for the time being in force and applicable to the rele\
assessmentyear.]

18. Omitted by the Finance Act, 1999, w.&46-1999 Prior to its omissiorExplanationas
inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991 and later on amended by
Finance Act, 1994, w.e.f. 1-6-1994, read as under :

“ Explanationr——An intimation sent to the assessee under sub-section (1) or sub-sect
(1B) shall be deemed to be an order for the purposes of sections 246 and 264.”

19. For departmental instructions and relevant case k&ed,axmann’s Master Guide to

Income-tax Act.

20. Renumbered by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-198¢

21. Substituted for “by any notice given under sub-section (2) of section 139” by the Direct T
Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

22. Inserted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976.

23. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

24. Substituted for “shall make the assessmaélnit,, w.e.f. 1-4-1989.

25. “orrefundable to the assessee” omittbid.

26. Insertedibid.

27. Inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-1989.
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2f[Power of?9[Joint Commissioner] to issue directions in certain cases.
0144A 3 * * *] A 29Joint Commissioner] may, on his own motion or on ¢

reference being made to him by tH&ssessing] Officer or on the
application of an assessee, call for and examine the record of any proceedi
which an assessment is pending and, if he considers that, having regard t
nature of the case or the amountinvolved or for any other reason, itis neces
or expedient so to do, he may issue such directions as he thinks fit for
guidance of th&Assessing] Officer to enable him to complete the assessme
and such directions shall be binding on*fdssessing] Officer :
Providedthat no directions which are prejudicial to the assessee shall be iss
before an opportunity is given to the assessee to be heard.
Explanation—For the purposes of thHi§section] no direction as to the lines on
which an investigation connected with the assessment should be made, sh
deemed to be a direction prejudicial to the assessee.

34(2) [* * *]]
Reference to Deputy Commissioner in certain cases.
35144B. [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-19:

Original section 144B was inserted by the Taxation Laws (Amendme
Act, 1975, w.e.f. 1-4-1976.

28. Inserted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976.

29. Substituted for “Deputy Commissioner” by the Finance (No. 2) Act, 1998, w.e.f. 1-10-19¢
Earlier “Deputy Commissioner” was substituted for “Inspecting Assistant Commissione
by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988.

30. Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.

31. “(1)” omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

32. Substituted for “Income-taxibid.,w.e.f. 1-4-1988.

33. Substituted for “sub-section” by the Direct Tax Laws (Amendment) Act, 1989, w.e
1-4-1989.

34. Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Priorto i
omission, sub-section (2) stood as under :
“(2) The provisions of this section shall be in addition to, and not in derogation of, t
provisions contained in sub-section (3) of section 119.”

35. Priortoits omission, section 144B, as amended by the Taxation Laws (Amendment)
1984, w.e.f. 1-10-1984, stood as under :
“144B.Reference to Deputy Commissioner in certain cag@3Netwithstanding anything
contained in this Act, where, in an assessment to be made under sub-section (3) of se
143, the Assessing Officer proposes to make, before the 1st day of October, 1984,
variation in the income or loss returned which is prejudicial to the assessee and
amount of such variation exceeds the amount fixed by the Board under sub-sec
(6), the Assessing Officer shall, in the firstinstance, forward a draft of the proposed or
of assessment (hereafter in this section referred to as the draft order) to
assessee.
(2) Onreceipt of the draft order, the assessee may forward his objections, if any, to ¢
variation to the Assessing Officer within seven days of the receipt by him of the draft or
orwithin such further period not exceeding fifteen days as the Assessing Officer may al
on an application made to him in this behalf.
(3) If no objections are received within the period or the extended period aforesaid, ol
assessee intimates to the Assessing Officer the acceptance of the variation, the Asse
Officer shall complete the assessment on the basis of the draft order.

(Contd. on p. 1.556)
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[Method of accounting?’
145. (1) Income chargeable under the head “Profits and gains of busines

profession” or “Income from other sources” shall, subject to the provisio

of sub-section (2), be computed in accordance with either cash or mercal
system of accounting regularly employed by the assessee.

(Contd. from p. 1.555)

36.

37.

(4) If any objections are received, the Assessing Officer shall forward the draft or
together with the objections to the Deputy Commissioner and the Deputy Commissic
shall, after considering the draft order and the objections and after going throt
(wherever necessary) the records relating to the draft order, issue, in respect o
matters covered by the objections, such directions as he thinks fit for the guidance o
Assessing Officer to enable him to complete the assessment:

Providedthat no directions which are prejudicial to the assessee shall be issued ur
this sub-section before an opportunity is given to the assessee to be heard.

(5) Every direction issued by the Deputy Commissioner under sub-section (4) shal
binding on the Assessing Officer.

(6) For the purposes of sub-section (1), the Board may, having regard to the proper
efficient management of the work of assessment, by order, fix, from time to time, st
amount as itdeems fit :

Providedthat different amounts may be fixed for different areas :

Provided further that the amount fixed under this sub-section shall, in no case, be I¢
than twenty-five thousand rupees.

(7) Nothing in this section shall apply to a case where a Deputy Commissioner exerc
the powers or performs the functions of an Assessing Officer in pursuance of an ol
made under section 125 or section 125A.”

Substituted by the Finance Act, 1995, w.e.f. 1-4-1997. Prior to its substitution, sect
145, as amended by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988/1
1989 and the Finance Act, 1990, w.r.e.f. 1-4-1989, read as under :

‘145.Method of accounting.£%) Income chargeable under the head “Profits and gain
of business or profession” or “Income from other sources” shall be computed
accordance with the method of accounting regularly employed by the assessee :
Providedthatin any case where the accounts are correct and complete to the satisfa
of the Assessing Officer but the method employed is such that, in the opinion of
Assessing Officer, the income cannot properly be deduced therefrom, then the con
tation shall be made upon such basis and in such manner as the Assessing Officer
determine:

Provided further that where no method of accounting is regularly employed by th
assessee, any income by way of interest on securities shall be chargeable to tax
income of the previous year in which such interest is due to the assessee :
Provided alsothat nothing contained in this sub-section shall preclude an assessee f
being charged toincome-tax in respect of any interest on securities received by hii
a previous year if such interest had not been charged to income-tax for any ea
previousyear.

(2) Where the Assessing Officer is not satisfied about the correctness or the compl
ness of the accounts of the assessee, or where no method of accounting has been re
employed by the assessee, the Assessing Officer may make an assessmentinthen
provided in section 144.’

Forrelevant case lawseeTaxmann’s Master Guide to Income-tax Act.
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(2) The Central Government may notify in the Official GaZéftem time to
time accounting standards to be followed by any class of assessees orinre
of any class of income.

(3) Where the Assessing Officer is not satisfied about the correctness
completeness of the accounts of the assessee, or where the method of acco
provided in sub-section (1) or accounting standards as notified under s
section (2), have not been regularly followed by the assessee, the Asses
Officer may make an assessment in the manner provided in section 144.]

3Method of accounting in certain cases.
145A.Notwithstanding anything to the contrary contained in section 145, tl
valuation of purchase and sale of goods and inventory for the purpo:s
of determining the income chargeable under the head “Profits and gains
business or profession” shall be—
(a) inaccordance with the method of accounting regularly employed |
the assessee; and
(b) further adjusted to include the amount of any tax, duty, cess or |
(by whatever name called) actually paid or incurred by the assess
to bring the goods to the place of its location and condition as on tl
date of valuation.

Explanation.—For the purposes of this section, any tax, duty, cess or fee |
whatever name called) under any law for the time being in force, shall inclu
all such payment notwithstanding any right arising as a consequence to s
paymenti.

Reopening of assessment at the instance of the assessee.

40146. [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4}198

38. Sedotification No. SO 69(E), dated 25-1-1996 for Notified Accounting Standards. F
details seeTaxmann’s Master Guide to Income-tax Act.

39. Inserted by the Finance (No. 2) Act, 1998, w.B-4-1999.

40. Priortoits omission, section 146, as amended by the Finance Act, 1963, w.e.f. 2¢
1963, Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976 and Taxation La\
(Amendment) Act, 1984, w.e.f. 1-10-1984, stood as under :

“(1) Where an assessee assessed under section 144 before the 1st day of October
makes an application to the Assessing Officer, within one month from the date of sen
of anotice of demand issued in consequence of the assessment, for the cancellati
the assessment on the ground—
(i) that he was prevented by sufficient cause from making the return required un
sub-section (2) of section 139, or
(i) thathe did notreceive the notice issued under sub-section (1) of section 14
sub-section (2) of section 143, or
(iii) thathe had notareasonable opportunity to comply, or was prevented by suffici
cause from complying, with the terms of any notice referred to in clayse (
the Assessing Officer shall, if satisfied about the existence of such ground, cancel
assessment and proceed to make a fresh assessmentin accordance with the prov
of section 143 or section 144.
(2) Every application made under sub-section (1) shall be disposed of within ninety d
from the date of receipt thereof by the Assessing Officer:
Providedthatin computing the period of ninety days aforesaid, any delay in disposi
of the application which is attributable to the assessee shall be excluded.”
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“[Income escaping assessment.

42147.1f the “[Assessing] Officerhas reason to believe] that any income
chargeable to tax has escaped assessment for any assessment ye
may, subject to the provisions of sections 148 to 153, assess Or reassess
income and also any other income chargeable to tax which has esce
assessment and which comes to his notice subsequently in the course c
proceedings under this section, or recompute the loss or the deprecia
allowance or any other allowance, as the case may be, for the assessmen
concerned (hereafter in this section and in sections 148 to 153 referred to a
relevant assessment year) :
Provided that where an assessment under sub-section (3) of section 143 ol
section has been made for the relevant assessment year, no action shall be
under this section after the expiry of four years from the end of the relev
assessment year, unless any income chargeable to tax has escaped asse
for such assessment year by reason of the failure on the part of the asses
make a return under section 139 or in response to a notice issued under

41. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior
its substitution, section 147 stood as under :
“If —

(a) the Assessing Officer has reason to believe that, by reason of the omissiol
failure on the part of an assessee to make a return under section 139 for
assessmentyear to the Assessing Officer or to disclose fully and truly all mate
facts necessary for his assessment for that year, income chargeable to ta»
escaped assessment for thatyear, or

(b) notwithstanding thatthere has been no omission or failure as mentioned in cla
(a) on the part of the assessee, the Assessing Officer has in consequenc
information in his possession reason to believe thatincome chargeable to tax
escaped assessment for any assessmentyear,

he may, subjectto the provisions of sections 148to 153, assess orreassess suchiir
or recompute the loss or the depreciation allowance, as the case may be, for
assessmentyear concerned (hereafterin sections 148 to 153 referred to as the rel
assessmentyear).

Explanation 1—For the purposes of this section, the following shall also be deemed
be cases where income chargeable to tax has escaped assessment, namely :—

(a) where income chargeable to tax has been under-assessed ; or

(b) where such income has been assessed attoo low arate; or

(c) where suchincome has been made the subject of excessive relief under this
orunder the Indian Income-tax Act, 1922 (11 of 1922) ; or

(d) where excessive loss or depreciation allowance has been computed.

Explanation 2—Production before the Assessing Officer of account books or oth
evidence from which material evidence could with due diligence have been discove
by the Assessing Officer will not necessarily amount to disclosure within the meani
of this section.”

42. Sealso Circular [F.No. 45A/180/52-1T], dated 6-12-1955. For degisl axmann’s
Master Guide to Income-tax Act.
For relevant case lawseeTaxmann’s Master Guide to Income-tax Act.

43. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

44. Substituted for “, for reasons to be recorded by him in writing, is of the opinion” by tl
Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989.
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section (1) of section 142 or section 148 or to disclose fully and truly all matel
facts necessary for his assessment, for that assessment year.
Explanation I=—Production before the Assessing Officer of account books
other evidence from which material evidence could with due diligence he
been discovered by the Assessing Officer will not necessarily amount
disclosure within the meaning of the foregoing proviso.

Explanation 2—For the purposes of this section, the following shall also
deemed to be cases where income chargeable to tax has escaped asses
namely .—

(a) where no return of income has been furnished by the asses
although his total income or the total income of any other person
respect of which he is assessable under this Act during the previ
year exceeded the maximum amount which is not chargeable
income-tax ;

(b) where a return of income has been furnished by the assessee bt
assessment has been made and itis noticed by the Assessing Of
thatthe assessee has understated the income or has claimed exce
loss, deduction, allowance or relief in the return ;

(c) where an assessment has been made, but—
(i) income chargeable to tax has been under-assessed ; or
(ii) such income has been assessed at too low a rate ; or
(iii) suchincome has been made the subject of excessive relief ur
this Act ; or
(iv) excessive loss or depreciation allowance or any other allowar
under this Act has been computed.]

“Issue of notice where income has escaped assessment.

46148.47[(1)] Before making the assessment, reassessment or recomputa
under section 147, the Assessing Officer shall serve on the assess

notice requiring him to furnish within such peri&g * *] as may be specified

in the notice, a return of hisincome or the income of any other personin resj

of which he is assessable under this Act during the previous year correspon

to the relevant assessment year, in the prescribed form and verified in

45. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior
its substitution section 148 stood as under :
“(1) Before making the assessment, reassessment or recomputation under section
the Assessing Officer shall serve on the assessee a notice containing all or any ¢
requirements which may be included in a notice under sub-section (2) of section 1
and the provisions of this Act shall, so far as may be, apply accordingly as if the no
were a notice issued under that sub-section.
(2) The Assessing Officer shall, before issuing any notice under this section, recorc
reasons for doing so.”

46. Notification No. SO 1178, dated 11-2-1982, refer Taxmann’s Direct Taxes Circulars, 1¢
edn., Vol. 2, p. 1.2586.

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

48. Words “not being less than thirty days,” omitted by the Finance (No. 2) Act, 1996, w.r.¢
1-4-1989.
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prescribed manner and setting forth such other particulars as may be ¢
cribed; and the provisions of this Act shall, so far as may be, apply accordin
as if such return were a return required to be furnished under section 139
49[(2) The Assessing Officer shall, before issuing any notice under this secti
record his reasons for doing so.]

Time limit for notice.

149. %9(1) No notice under section 148 shall be issued for the releve
assessmentyear,—
(a) in a case where an assessment under sub-section (3) of section
or section 147 has been made for such assessment year,—
(i) if four years have elapsed from the end of the relevant assessir
year, unless the case falls under sub-claiiser(sub-clauseii() ;

(ii) if four years, but not more than seven years, have elapsed fr
the end of the relevant assessment year unless the incc
chargeable to tax which has escaped assessment amounts to
likely to amount to rupees fifty thousand or more for that yeal

(iii) ifsevenyears, but not more than ten years, have elapsed from
end of the relevant assessment year, unless the income cha
able to tax which has escaped assessment amounts to or is il
to amount t&'[* * *] 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 assessir
year, unless the case falls under sub-claiiser(sub-clauseii() ;

(ii) if four years, but not more than seven years, have elapsed fr
the end of the relevant assessment year, unless the incc
chargeable to tax which has escaped assessment amounts to
likely to amount to rupees twenty-five thousand or more for th:
year ;

(iii) ifsevenyears, but not more than ten years, have elapsed from
end of the relevant assessment year, unless the income cha
able to tax which has escaped assessment amounts to or is il
to amount to rupees fifty thousand or more for that year.

49. Inserted by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989.
50. Substituted for the following sub-section (1) by the Direct Tax Laws (Amendment) Ac
1987, w.e.f. 1-4-1989:
“(1) No notice under section 148 shall be issued,
(a) incasesfallingunder claus® Ef section 147—
(i) fortherelevantassessmentyear, if eightyears have elapsed from the
of that year, unless the case falls under sub-claiyse (

(ii) for the relevant assessment year, where eight years, but not more tl
sixteen years, have elapsed from the end of that year, unless the incc
chargeable to tax which has escaped assessment amounts to oris like
amountto rupees fifty thousand or more for thatyear ;

(b) incases falling under claud® 6f section 147, at any time after the expiry of four
years from the end of the relevant assessmentyear.”
51. “more than” omitted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e
1-4-1989.
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Explanation—In determining income chargeable to tax which has escap
assessment for the purposes of this sub-section, the provisExglahation
2 of section 147 shall apply as they apply for the purposes of that section.

(2) The provisions of sub-section (1) as to the issue of notice shall be subje
the provisions of section 151.

(3) If the person on whom a notice under section 148 is to be served is a pe
treated as the agent of a non-resident under section 163 and the assess
reassessment or recomputation to be made in pursuance of the notice is
made on him as the agent of such non-resident, the notice shall not be is
after the expiry of a period of two years from the end of the relevant assessr
year.

Provision for cases where assessment is in pursuance of an order on appeal, etc

150. (1) Notwithstanding anything contained in section 149, the notice unc

section 148 may be issued at any time for the purpose of making
assessment or reassessment or recomputation in consequence of or tc
effect to any finding or direction contained in an order passed by any autho
in any proceeding under this Act by way of appeal, reference or re#dgon
by a Court in any proceeding under any other law].

(2) The provisions of sub-section (1) shall not apply in any case where any s
assessment, reassessment or recomputation as is referred to in that sub-s
relates to an assessment year in respect of which an assessment, reasse:!
or recomputation could not have been made at the time the order which wa
subject-matter of the appeal, reference orrevision, as the case may be, was
by reason of any other provision limiting the time within which any action fc
assessment, reassessment or recomputation may be taken.

5 Sanction for issue of notice.

151.(2) In a case where an assessment under sub-section (3) of section 1+
section 147 has been made for the relevant assessment year, no notice

be issued under section 14y an Assessing Officer, who is below the rank

of Assistant Commissionétfor Deputy Commissioner], unless t¥gloint]

Commissioner is satisfied on the reasons recorded by such Assessing Of

that it is a fit case for the issue of such notice] :

Provided that, after the expiry of four years from the end of the releva

assessment year, no such notice shall be issued unless the Chief Commiss

52. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

53. Substituted for the following sectioibjd. :
“(1) No notice shall be issued under section 148 after the expiry of eight years from
end ofthe relevant assessmentyear, unless the Board is satisfied on the reasons re
by the Assessing Officer that it is a fit case for the issue of such notice.
(2) No notice shall be issued under section 148 after the expiry of four years from
end of the relevant assessmentyear, unless the Chief Commissioner or Commiss
is satisfied on the reasons recorded by the Assessing Officer thatitis a fit case fol
issue of such notice.”

54. Substituted for “except by an Assessing Officer of the rank of Assistant Commissiol
or Deputy Commissioner” by the Finance Act, 1990, w.e.f. 1-4-1990.

55. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998

56. Substituted for “Deputy’ipid.
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or Commissioner is satisfied, on the reasons recorded by the Assessing Of
aforesaid, that it is a fit case for the issue of such notice.

(2) In a case other than a case falling under sub-section (1), no notice sha
issued under section 148 by an Assessing Officer, who is below the ran|
564Joint] Commissioner, after the expiry of four years from the end of tl
relevant assessment year, unles&fidoint] Commissioner is satisfied, on the
reasons recorded by such Assessing Officer, that it is a fit case for the isst
such notice.]

Other provisions.

152. (1) In an assessment, reassessment or recomputation made under se
147, the tax shall be chargeable at the rate or rates at which it would h
been charged had the income not escaped assessment.

(2) Where an assessment is reopérfjadder section 147], the assessee may
if he has not impugned any part of the original assessment order for that
either under sections 246 to 248 or under section 264, claim that the proceec
under section 147 shall be dropped on his showing that he had been assess
an amount or to a sum not lower than what he would be rightly liable for e\
if the income alleged to have escaped assessment had been taken into aci
or the assessment or computation had been properly made :

Provided that in so doing he shall not be entitled to reopen matters concluc
by an order under section 154, 155, 260, 262, or 263.
Time limit for completion of assessments and reassessments.

153.%¥[(1) No order of assessment shall be made under section 143 or sec
144 at any time after the expiry of—

56a.Substituted for “Deputy” by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998.

57. Substituted for “in circumstances falling under claig®f section 147” by the Direct
Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

58. Substituted by the Finance Act, 1989, w.e.f. 1-4-1989. Earlier sub-section (1) was sul
tuted by the Direct Tax Laws (Amendment) Act, 1987, with effect from the same da
Prior to its substitution, sub-section (1) [as it stood before its substitution by the Dir
Tax Laws (Amendment) Act, 1987] was substituted by the Finance Act, 1968, w.e.f. 1
1968 and later on amended by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1'
and it stood as under :

“(1) No order of assessment shall be made under section 143 or section 144 at any
after—
(a) the expiry of—

(i) fouryearsfromthe end ofthe assessmentyearinwhichtheincomewas
assessable, where such assessmentyear is an assessmentyear comm
on or before the 1st day of April, 1967 ;

(i) three yearsfromthe end of the assessmentyear in which the income
firstassessable, where such assessmentyear is the assessment year
mencing on the 1st day of April, 1968 ;

(iii) twoyearsfromthe end of the assessmentyearin which the income was
assessable, where such assessmentyearis an assessment year comme
on or after the 1st day of April, 1969 ; or

(b) the expiry of eightyears from the end of the assessment year in which theincome
firstassessable, in a case falling within claggef(sub-section (1) of section 271 ;
(c) the expiry of one year from the date of the filing of areturn or arevised return unc
sub-section (4) or sub-section (5) of section 139 ;
(d) the expiry of six months from the end of the month in which an application und
clause &) of sub-section (2) of section 143 is made by the assessee,
whichever is latest.”
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(a) two years from the end of the assessment year in which the inco
was first assessable ; or

(b) one year from the end of the financial year in which a return or
revised return relating to the assessment year commencing on the
day of April, 1988, or any earlier assessmentyeatr, is filed under st
section (4) or sub-section (5) of section 139,

whichever is later.]

59(2) No order of assessment, reassessment or recomputation shall be r
under section 147 after the expiry of two years from the end of the financial y
in which the notice under section 148 was served :

Provided that where the notice under section 148 was served on or before
31stday of March, 1987, such assessment, reassessment or recomputatiol
be made at any time up to the 31st day of March, 1990.]

89[(2A) Notwithstanding anything contained in sub-sections (1) and (2),
relation to the assessment year commencing on the 1st day of April, 1971,
any subsequent assessment year, an order of fresh assessment under
146 or in pursuance of an order, under section 250, section 254, section 2¢
section 264, setting aside or cancelling an assessment, may be made atan
before the expiry of two years from the end of the financial year in whit
the order under section 146 cancelling the assessment is passéfAdytbss-
ing] Officer or the order under section 250 or section 254 is received
the®qChief Commissioner or Commissioner] or, as the case may be, the ol
under section 263 or section 264 is passed b{tbkief Commissioner or
Commissioner].]

(3) The provisions of sub-sections (1) and (2) shall not apply to the followi
classes of assessments, reassessments and recomputations wHifsuinay,
ject to the provisions of sub-section (2A),] be completed at any time—
(i) where a fresh assessment is made under section 146 ;
(ii) wherethe assessment, reassessment or recomputation is made c
assessee or any person in consequence of or to give effect to

59. Substituted for the following sub-section (2) by the Direct Tax Laws (Amendment) Ac
1987, w.e.f. 1-4-1989 :
“(2) No order of assessment, reassessment or recomputation shall be made under s¢
147—
(a) wherethe assessment, reassessment or recomputation is to be made under ¢
(a) of that section, after the expiry of four years from the end of the assessm
year in which the notice under section 148 was served ;
(b) where the assessment, reassessment or recomputation is to be made under ¢
(b) of that section, after—
(i) the expiry of four years from the end of the assessment year in which t
income was first assessable, or
(ii) the expiry of one year from the date of service of the notice under section 1
whicheveris later.”
60. Inserted by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971.
61. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
62. Substituted for “Commissionerihid.
63. Inserted by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971.
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finding or direction contained in an order under section 250, 25
260, 262, 263, or 264or in an order of any court in a proceeding
otherwise than by way of appeal or reference under this Act] ;

(iii) where, inthe case of afirm, an assessmentis made on a partner c

firmin consequence of an assessment made on the firm under sec
147.

SS{Explanation 1=—In computing the period of limitation for the purposes of thi
section—

(i) the time taken in reopening the whole or any part of the proceedi

or in giving an opportunity to the assessee to be re-heard under
proviso to section 129, or

(ii) the period during which the assessment proceeding is stayed by

order or injunction of any court, or

(iii) the period commencing from the date on which®fffessessing]

Officer directs the assessee to get his accounts audited under
section (2A) of section 142 and ending Viffthe last date on which
the assessee is required to furnish] a report of such audit under
sub-section, or

(|V) 68[* * *]
%9[(iva) the period (not exceeding sixty days) commencing from the date

)

which the’[Assessing] Officer received the declaration under sul
section (1) of section 158A and ending with the date on which tl
order under sub-section (3) of that section is made by him, or]

in a case where an application made before the Income-tax Set
ment Commission under section 245C is rejected by it or is n
allowed to be proceeded with by it, the period commencing from tl
date on which such application is made and ending with the date
which the order under sub-section (1) of section 245D is received
the Commissioner under sub-section (2) of that section,

shall be excluded :

64.
65.

66.

67.

68.

69.
70.

Inserted by the Direct Taxes (Amendment) Act, 1964, w.e.f. 6-10-1964.
Substituted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-1-1976 as rega
clausesi(, (ii) and {v) and w.e.f. 1-4-1976 as regards clausiesdnd §).

Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

Substituted for “the date on which the assessee furnishes” by the Finance (No. 2).
1996, w.e.f. 1-4-1997.

Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Priortoi
omission, clauséy() stood as under:

“(iv) the period (notexceeding one hundred and eighty days) commencing from the

on which the Assessing Officer forwards the draft order under sub-section (1)
section 144B to the assessee and ending with the date on which the Asses
Officer receives the directions from the Deputy Commissioner under sub-secti
(4) of that section, or, in a case where no objections to the draft order are recei
from the assessee, a period of thirty days, or”

Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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"IProvided that where immediately after the exclusion of the aforesaid time
period, the period of limitation referred to in sub-sections (1), (2) and (2.
available to the Assessing Officer for making an order of assessment, reas:
ment or recomputation, as the case may be, is less than sixty days,
remaining period shall be extended to sixty days and the aforesaid perio
limitation shall be deemed to be extended accordingly.]

Explanation 2—Where, by an ordéef[referred to in clausai] of sub-section
(3)], any income is excluded from the total income of the assessee for
assessment year, then, an assessment of such income for another asse:
year shall, for the purposes of section 150 and this section, be deemed to b
made in consequence of or to give effect to any finding or direction contair
in the said order.

Explanation 3—Where, by an ordéf[referred to in clausei] of sub-section
(3)], any income is excluded from the total income of one person and held tc
the income of another person, then, an assessment of such income on such
person shall, for the purposes of section 150 and this section, be deemed
one made in consequence of or to give effect to any finding or directi
contained in the said order, provided such other person was given an opportt
of being heard before the said order was passed.

Rectification of mistake.

73154.74(1) With a view to rectifying any mistake apparent from the record ¢
income-tax authority referred to in section 116 may,—

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

“q(b) amend any intimation or deemed intimation under sub-section (1)
section 143]

71. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 27-9-1991.

72. Substituted for “under section 250, 254, 260, 262, 263 or 264" by the Direct Ta»
(Amendment) Act, 1964, w.e.f. 6-10-1964.

73. Sealso Circular No. 68, dated 17-11-1971, Circular No. 71, dated 20-12-1971, Circu
No. 73, dated 7-1-1972, Circular No. 87, dated 19-6-1972 in supersession of Circl
No. 81, dated 26-3-1972, Circular No. 581, dated 28-9-1990, Circular No. 669, dated
10-1993, Circular No. 668, dated 20-10-1993 and Circular No. 725, dated 16-10-19
For detailsseeTaxmann’s Master Guide to Income-tax Act.

Forrelevant case lawseeTaxmann’s Master Guide to Income-tax Act.

74. Substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989. Prior
its substitution, sub-section (1), as substituted by the Taxation Laws (Amendment) /
1984, w.e.f. 1-10-1984, stood as under :

“(1) With a view to rectifying any mistake apparent from the record, an income-tz:
authority referred to in section 116 may amend any order passed by it under
provisions of this Act.”

Prior to its substitution by the Amendment Act, 1984, sub-section (1) was amended firs
the Direct Taxes (Amendment) Act, 1964, w.e.f. 6-10-1964, then by the Taxation La
(Amendment) Act, 1975, w.e.f. 1-4-1976 and then by the Finance (No. 2) Act, 1977, w.
10-7-1978.

74a.Substituted by the Finance Act, 1999, w.£-6-1999Prior to its substitution, clause
(b), as substituted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989, re
asunder:

“(b) amend any intimation sent by it under sub-section (1) of section 143, or enha
or reduce the amount of refund granted by it under that sub-section.”
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*[(1A) Where any matter has been considered and decided in any procee
by way of appeal or revision relating to an order referred to in sub-section |
the authority passing such order may, notwithstanding anything contained in
law for the time being in force, amend the order under that sub-sectioninrela
to any matter other than the matter which has been so considered and deci

(2) Subject to the other provisions of this section, the authority concerned-

(a) may make an amendment under sub-section (1) of its own motic
and
(b) shall make such amendment for rectifying any such mistal
which has been brought to its notice by the assessee, and where
authority concerned is tHg***] “[Commissioner (Appeals)], by
the"¥Assessing] Officer also.
79[* * *]
(3) Anamendment, which has the effect of enhancing an assessment or redi
a refund or otherwise increasing the liability of the assessee, shall not be n
under this section unless the authority concerned has given notice to the ass
of its intention so to do and has allowed the assessee a reasonable oppor
of being heard.
(4) Where an amendment is made under this section, an order shall be p&
in writing by the income-tax authority concerned.
(5) Subject to the provisions of section 241, where any such amendment ha
effect of reducing the assessment, #essessing] Officer shall make any
refund which may be due to such assessee.
(6) Where any such amendment has the effect of enhancing the assessmi
reducing a refund already made, tHAssessing] Officer shall serve on the
assessee a notice of demand in the prescribed form specifying the sum pay
and such notice of demand shall be deemed to be issued under section 15
the provisions of this Act shall apply accordingly.

75. Inserted by the Direct Taxes (Amendment) Act, 1964, w.e.f. 6-10-1964.

76. Words “Deputy Commissioner (Appeals) or the” omitted by the Finance (No. 2) Act, 19¢
w.e.f. 1-10-199& arlier “Deputy Commissioner (Appeals)” was substituted for “Appellate
Assistant Commissioner” by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-19¢

77. Inserted by the Finance (No. 2) Act, 1977, w.e.f. 10-7-1978.

78. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

79. Proviso omitted by the Finance Act, 1994, w.e.f. 1-6-1994. Prior to its omission, provi:
asinserted by the Finance Act, 1992, w.e.f. 14-5-1992, read as under :
“Provided that the Assessing Officer shall make an amendment for rectifying ar
mistake, which has been broughtto his notice by the assessee in relation to an intim:
referred to in clausd) of sub-section (1), within a period of three months from the en
of the month in which itis so brought to his notice and if no such amendment is mz
within the said period of three months, the assessee may appeal to the De
Commissioner (Appeals) or, as the case may be, Commissioner (Appeals) against
intimation and the provisions of section 246 and section 249 shall have effect as if
said intimation were an order for the purposes of those sections.”

80. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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(7) Save as otherwise provided in section 155 or sub-section (4) of section
no amendment under this section shall be made after the expiry of four ye
8[from the end of the financial year in which the order sought to be amended
passed.]

Other amendments.

155. (1) 83Where, in respect of any completed assessment of a partner |
firm for the assessment year commencing on the 1st day of April, 1992
any earlier assessment year,] it is found—
(a) on the assessment or reassessment of the firm, or

(b) on any reduction or enhancement made in the income of the fi
under this section, section 154, section 250, section 254, section Z
section 262, section 263 or section Z8by]
8[(c) on any order passed under sub-section (4) of section 245D on
application made by the firm,]
that the share of the partner in the income of the firm has not been include
the assessment of the partner or, if included, is not correétlAlseessing]
Officer may amend the order of assessment of the partner with a view to
inclusion of the share in the assessment or the correction thereof, as the cast
be ; and the provisions of section 154 shall, so far as may be, apply thereto
period of four years specified in sub-section (7) of that section being reckol
8¢[from the end of the financial year in which the final order was passed] in
case of the firm.

87[(1A) Where in respect of any completed assessment of a firm it is founc
(a) on the assessment or reassessment of the firm, or

(b) on any reduction or enhancement made in the income of the fi
under this section, section 154, section 250, section 254, section Z
section 262, section 263 or section 264, or
(c) on any order passed under sub-section (4) of section 245D on
application made by the firm,
that any remuneration to any partner is notdeductible under cthofedction
40, the Assessing Officer may amend the order of assessment of the partnet
a view to adjusting the income of the partner to the extent of the amount nc

81. Substituted for “from the date of the order soughtto be amended” by the Taxation Le
(Amendment) Act, 1984, w.e.f. 1-10-1984.

82. Substituted for “Where in respect of any completed assessment of a partnerin afi
by the Finance Act, 1992, w.e.f. 1-4-1993. Earlier, the expression was amended by
Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989 and the Direct Tax Lav
(Amendment) Act, 1987, with effect from the same date.

83. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

84. Insertedibid.

85. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

86. Substituted for “from the date of the final order passed” by the Taxation Lav
(Amendment) Act, 1984, w.e.f. 1-10-1984.

87. Inserted by the Finance Act, 1992, w.e.f. 1-4-1993.
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deductible ; and the provisions of section 154 shall, so far as may be, a|
thereto, the period of four years specified in sub-section (7) of that section be
reckoned from the end of the financial year in which the final order was pas
in the case of the firm.]

(2) Where in respect of any completed assessment of amember of an assoc
of persons or of a body of individuals it is found—

(a) on the assessment or reassessment of the association or body,

(b) on any reduction or enhancement made in the income of the as
ciation or body under this section, section 154, section 250, secti
254, section 260, section 262, section 263 or sectiorf$6+4,

8(c) on any order passed under sub-section (4) of section 245D on
application made by the association or body,]

that the share of the member in the income of the association or body, as the
may be, has not been included in the assessment of the member or, if inclu
is not correct, th&[Assessing] Officer may amend the order of assessment
the member with a view to the inclusion of the share in the assessment ol
correction thereof, as the case may be ; and the provisions of section 154 <
so far as may be, apply thereto, the period of four years specified in sub-sec
(7) of that section being reckon®drom the end of the financial year in which
the final order was passed] in the case of the association or body, as the cas
be.

(3) 91[* * *]

(4) Where as a result of proceedings initiated under section 147, a los:
depreciation has been recomputed and in consequence thereof itis necess
recompute the total income of the assessee for the succeeding year or ye
which the loss or depreciation allowance has been carried forward and se
under the provisions of sub-section (1) of section 72, or sub-section (2)
section 73, or sub-section (%jor sub-section (3)] of section 7#or sub-
section (3) of section 74A,] thiAssessing] Officer may proceed to recompute
the total income in respect of such year or years and make the necessary amend
and the provisions of section 154 shall, so far as may be, apply thereto, the pe
of four years specified in sub-section (7) of that section being recRgfiech the
end of the financial year in which the order was passadgr section 147.

88. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

89. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e
1-4-1988.

90. Substituted for “from the date of the final order passed” by the Taxation Lav
(Amendment) Act, 1984, w.e.f. 1-10-1984.

91. Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

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

93. Inserted by the Finance Act, 1974, w.e.f. 1-4-1975.

94. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

95. Substituted for “from the date of the order passed” by the Taxation Laws (Amendme
Act, 1984, w.e.f. 1-10-1984.
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%[(4A) Where an allowance by way of investment allowance has been m:
wholly or partly to an assessee in respect of a ship or an aircraft orany machi
or plant in any assessment year under section 32A and subsequently—

(a) at any time before the expiry of eight years from the end of tt
previous year in which the ship or aircraft was acquired or tt
machinery or plant was installed, the ship, aircraft, machinery
plant is sold or otherwise transferred by the assessee to any pel
other than the Government, a local authority, a corporation estze
lished by a Central, State or Provincial Act of’@overnment
company as defined in section 617 of the Companies Act, 1956 (1
1956), or in connection with any amalgamation or succession |
ferred to in sub-section (6) or sub-section (7) of section 32A ; or

(b) atanytime before the expiry of ten years from the end of the previc
year in which the ship or aircraft was acquired or the machinery
plant was installed, the assessee does not utilise the amount crec
to the reserve account under sub-section (4) of section 32A for 1
purposes of acquiring a new ship or a new aircraft or new machine
or plant (other than machinery or plant of the nature referred to
clausesd), (b) and @) of the*][second] proviso to sub-section (1) of
section 32A) for the purposes of the business of the undertaking

(c) atanytime before the expiry of ten years referred to in clauts(
assessee utilises the amount credited to the reserve account u
sub-section (4) of section 32A—

(i) for distribution by way of dividends or profits ; or

(ii) for remittance outside India as profits or for the creation of ar
asset outside India ; or
(iii) for any other purpose which is not a purpose of the business
the undertaking,
the investment allowance originally allowed shall be deemed to have b
wrongly allowed, and th€Assessing] Officer may, notwithstanding anything
contained in this Act, recompute the total income of the assessee for the rele
previous year and make the necessary amendment; and the provisior
section 154 shall, so far as may be, apply thereto, the period of four ye
specified in sub-section (7) of that section being reckoned,—
(i) in a case referred to in clausg, from the end of the previous year
in which the sale or other transfer took place ;
(ii) in a case referred to in claud®,(from the end of the ten years
referred to in that clause ;

96. Inserted by the Finance Act, 1976, w.e.f. 1-4-1976.

97. Fordefinition of “Government companyeefootnote 18 on p. 1.1&nte.

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

99. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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(iii) in a case referred to in clausg, from the end of the previous year
in which the amount was utilised.

Explanation—For the purposes of claud®,(“new ship” or “new aircraft” or
“new machinery or plant” shall have the same meanings as'{iEttpanation
below sub-section (2) of section 32A].]
(5) Where an allowance by way of development rebate has been made wt
or partly to an assessee in respect of a ship, machinery or plant installed afte
31lst day of December, 1957, in any assessment year under section 33 or L
the corresponding provisions of the Indian Income-tax Act, 1922 (11 of 192
and subsequently—

(i) at any time before the expiry of eight years from the end of tt
previous year in which the ship was acquired or the machinery
plant was installed, the ship, machinery or plant is sold or otherwi
transferred by the assessee to any person other than the Governn
a local authority, a corporation established by a Central, State
Provincial Act or #&Government company as defined in section 61
of the Companies Act, 1956 (1 of 1956), or in connection with ar
amalgamation or succession referred to in sub-section (3) or si
section (4) of section 33 ; or

(ii) at any time before the expiry of the eight years referred to in sL
section (3) of section 34, the assessee utilises the amount credite
the reserve account under clausedf that sub-section—

(a) for distribution by way of dividends or profits ; or
(b) for remittance outside India as profits or for the creation of ar
asset outside India ; or
(c) for any other purpose which is not a purpose of the business
the undertaking,
the development rebate originally allowed shall be deemed to have b
wrongly allowed, and th§Assessing] Officer may, notwithstanding anything
contained in this Act, recompute the total income of the assessee for the rele
previous year and make the necessary amendment; and the provisior
section 154 shall, so far as may be, apply thereto, the period of four ye
specified in sub-section (7) of that section being reckoned from the end of
previous year in which the sale or transfer took place or the money was
utilised.
4[(5A) Where an allowance by way of development allowance has been m
wholly or partly to an assessee in respect of the cost of planting in any areaiir
assessment year under section 33A and subsequently—

1. Substituted for Explanationto clause\(i) of sub-section (1) of section 32” by the
Taxation Laws (Amendment & Miscellaneous Provisions) Act, 1986, w.e.f. 1-4-198

2. Fordefinition of “Government companyeefootnote 18 on p. 1.1&nte.

3. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

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

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



1.571 CH. XIV - PROCEDURE FOR ASSESSMENT S. 155

(i) at any time before the expiry of eight years from the end of tt
previous year in which such allowance was made, the land is solc
otherwise transferred by the assessee to any person other thar
Government, a local authority, a corporation established by a Ce
tral, State or provincial Act or a Government compasydefined in
section 617 of the Companies Act, 1956 (1 of 1956), or in connecti
with any amalgamation or succession referred to in sub-section
or sub-section (6) of section 33A ; or

(ii) at any time before the expiry of the eight years referred to in st
section (3) of section 33A, the assessee utilises the amount cred
to the reserve account under claugeof that sub-section—

(a) for distribution by way of dividends or profits ; or

(b) for remittance outside India as profits or for the creation of ar
asset outside India ; or

(c) for any other purpose which is not a purpose of the business
the undertaking ;

the development allowance originally allowed shall be deemed to have b
wrongly allowed, and th§Assessing] Officer may, notwithstanding anything
contained in this Act, recompute the total income of the assessee for the rele
previous year and make the necessary amendment ; and the provisions of se
154 shall, so far as may be, apply thereto, the period of four years specifie
sub-section (7) of that section being reckoned from the end of the previous
in which the sale or transfer took place or the money was so utilised.]

[Explanation—For the purposes of this sub-section, where an assessee ha
any leasehold or other right of occupancy in any land transfers such right, he
be deemed to have sold or otherwise transferred such land.]

8[(5B) Where any deduction in respect of any expenditure on scienti
research has been made in any assessment year under sub-section (Z
section 35 and the assessee fails to furnish a certificate of completion of
programme obtained from the prescribed authority within one year of t
period allowed for its completion by such authority, the deduction original
made in excess of the expenditure actually incurred shall be deemed to |
been wrongly made, and tHffAssessing] Officer may, notwithstanding
anything contained in this Act, recompute the total income of the assessex
the relevant previous year and make the necessary amendment; anc
provisions of section 154 shall, so far as may be, apply thereto, the period of
years specified in sub-section (7) of that section being reckoned from the er

5. Fordefinition of “Government companyeefootnote 18 on p. 1.1&nte.

6. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

7. Inserted by the Finance Act, 1975, with retrospective effect from 1-4-1965.

8. Reintroduced by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989. Earlier
was omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1992. Origin
sub-section (5) was inserted by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981.

9. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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the previous year in which the period allowed for the completion of tt
programme by the prescribed authority expired.]

19(6) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4}199

(7) Where as aresult of any proceeding under this Act, in the assessment fo
year of a company in whose case an order under section 104 has been ma
thatyear, itis necessary to recompute the distributable income of that comp
the[Assessing] Officer may proceed to recompute the distributable incol
and determine thigtax] payable on the basis of such recomputation and ma
the necessary amendment ; and the provisions of section 154 shall, so far a:
be, apply thereto, the period of four years specified in sub-section (7) of t
section being reckonégfrom the end of the financial year in which the final
order was passed] in the case of the company in respect of that proceedil

14(7A) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-419¢

10. Priorto omission, sub-section (6), as amended by the Direct Tax Laws (Amendme
Act, 1987, w.e.f. 1-4-1988, read as under:

“(6) Where any such debt or part of debt as is referred to in claiusef(sub-section

(1) of section 36 is written off as irrecoverable in the accounts of the assessee f
previous year and the Assessing Officer is satisfied that such debt or part thereof bec
abad debtin an earlier previous year not falling beyond a period of four previous ye
immediately preceding the previous year in which the debt or part is written off, t
Assessing Officer may, notwithstanding anything contained in this Act, allow such de
or partas adeduction for such earlier previous year, if the assessee accepts such af
of the Assessing Officer, and recompute the total income of the assessee for such e
previous year and make the necessary amendment ; and the provisions of sectiol
shall, so far as may be, apply thereto, the period of four years specified in sub-sec
(7) of that section being reckoned from the end of the financial year in which t
assessmentrelating to the previous year in which the debt is written off is made.”

11. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

12. Substituted for “super-tax” by the Finance Act, 1965, w.e.f. 1-4-1965.

13. Substituted for “from the date of the final order passed” by the Taxation Lav
(Amendment) Act, 1984, w.e.f. 1-10-1984.

14. Priortoomission, sub-section (7A), as inserted by the Finance Act, 1978, w.r.e.f. 1-4-1
and amended by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988, rea
under:

“(7A) Where in the assessment for any year, the capital gain arising from the transfe
a capital asset, being a transfer by way of compulsory acquisition under any law,

transfer the consideration for which was determined or approved by the Cen
Government or the Reserve Bank of India, is computed under section 48 and

compensation for such acquisition or the consideration for such transfer is enhance
further enhanced by any court, tribunal or other authority, the computation or, as the «
may be, computations made earlier shall be deemed to have been wrongly made ar
Assessing Officer shall, notwithstanding anything contained in this Act, recompute
accordance with section 48 the capital gain arising from such transfer by taking

compensation or the consideration as enhanced or further enhanced, as the case I
to be the full value of the consideration received or accruing as a result of such tran
and shall make the necessary amendment ; and the provisions of section 154 shall, -
as may be, apply thereto, the period of four years specified in sub-section (7) of 1
section being reckoned from the end of the previous year in which the additiol
compensation or consideration was received by the assessee.”
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3[(7B) Where in the assessment for any year, the capital gain arising from
transfer of a capital asset is not charged under section 45 by virtue of
provisions of clauséa\) or, as the case may be, clavgeof section 47, but is
deemed under section 47A to be income chargeable under the head “Ca
gains” of the previous year in which the transfer took place by reason of—
(i) such capital asset being converted by the transferee company intc
being treated by it, as stock-in-trade of its business ; or
(ii) the parentcompany orits nominees or, as the case may be, the hol
company ceasing to hold the whole of the share capital of t
subsidiary company,
at any time before the expiry of the period of eight years from the date of s
transfer, théjAssessing] Officer may, notwithstanding anything contained i
this Act, recompute the total income of the transferor company for the relev
previous year and make the necessary amendment ; and the provisions of se
154 shall, so far as may be, apply thereto, the period of four years specifie
sub-section (7) of that section being reckoned from the end of the previous
in which the capital asset was so converted or treated or in which the pa
company or its nominees or, as the case may be, the holding company ceas
hold the whole of the share capital of the subsidiary company.]

17(8) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4}199
1¥(8A) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.1992}

15. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-4-1985.

16. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

17. Priorto omission, sub-section (8), as inserted by the Finance Act, 1978, w.r.e.f. 1-4-1

and amended by the Finance Act, 1982, w.e.f. 1-4-1983, Finance Act, 1984, w.e.f. 1.
1984, Finance Act, 1986, w.e.f. 1-4-1987 and the Direct Tax Laws (Amendment) Act, 19
w.e.f. 1-4-1988, read as under:
“(8) Where inthe assessment for any year, a capital gain arising from the transfer of any
capital asset asisreferred to in section 54 is charged to tax and within a period of two y
after the date of the transfer the assessee purchases, or within three years from the
constructs aresidential house, the Assessing Officer shallamend the order of assessn
asto exclude the amount of the capital gain not chargeable to tax under the provisions o
section (1) of section 54 ; and the provisions of section 154 shall, so far as may be, a
thereto, the period of four years specified in sub-section (7) of that section being reckc
from the end of the financial year in which the assessment was made.”

18. Priortoomission, sub-section (8A), as inserted by the Finance Act, 1978, w.r.e.f. 1-4-1
and amended by the Finance Act, 1982, w.e.f. 1-4-1983, Finance Act, 1986, w.e.f. 1-4-]
andthe Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988, read as under :
“(8A) Where inthe assessment for any year, a capital gain arising from the transfer by
of compulsory acquisition under any law of any such capital assetasisreferredtoin se
54 is charged to tax and if the compensation for such acquisition is enhanced or fur
enhanced, as the case may be, by any court, Tribunal or other authority, and the ass
purchases, within a period of two years after the date of receipt of the additio
compensation or constructs, within a period of three years after that date, aresidential h
the Assessing Officer shallamend the order of assessment so as to exclude the amo
capital gain not chargeable to tax under the provisions of sub-section (2) of sectiol
; and the provisions of section 154 shall, so far as may be, apply thereto,
period of four years specified in sub-section (7) of that section being reckoned from
end of the previous year in which the additional compensation was received by
assessee.”
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19(9) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4}199
20(9A) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-419¢
24(10) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.1992]

19. Priorto omission, sub-section (9), asinserted by the Finance Act, 1973, w.e.f. 1-4-1974

amended by the Finance Act, 1978, w.r.e.f. 1-4-1974, Taxation Laws (Amendment) /
1984, w.e.f. 1-10-1984 and Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988, re
asunder:
“(9) Where inthe assessment for any year, a capital gain arising from the transfer of
such capital assetasisreferred toin section 54B is charged to tax and within a period o
years after the date of the transfer, the assessee purchases any other land for being u
agricultural purposes, the Assessing Officer shall amend the order of assessment sc
exclude the amount to the capital gain not chargeable to tax under the provisions of
section (1) of section 54B; and the provisions of section 154 shall, so far as may be, a
thereto, the period of four years specified in sub-section (7) of that section being reckc
from the end of the financial year in which the assessment was made.”

20. Priortoomission, sub-section (9A), as inserted by the Finance Act, 1978, w.r.e.f. 1-4-1

and amended by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988, rea
under:
“(9A) Where inthe assessment for any year, a capital gain arising from the transfer by
of compulsory acquisition under any law of any such capital assetasisreferredtoin se
54B is charged to tax and if the compensation for such acquisition is enhanced or fur
enhanced, as the case may be, by any court, tribunal or other authority, and within a p
oftwo years after the receipt of the additional compensation, the assessee purchases ar
for being used for agricultural purposes, the Assessing Officer shall amend the orde
assessment so as to exclude the amount of capital gain not chargeable to tax und
provisions of sub-section (2) of section 54B ; and the provisions of section 154 shall, sc
as may be, apply thereto, the period of four years specified in sub-section (7) of that se
being reckoned from the end of the previous year in which the additional compensation
received by the assessee.”

21. Priortoomission, sub-section (10), asinserted by the Finance Act, 1973, w.e.f. 1-4-197/
amended by the Finance Act, 1978, w.r.e.f. 1-4-1974, Taxation Laws (Amendment) /
1984, w.e.f. 1-10-1984 and Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988, re
asunder:

“(10) (a) Where inthe assessment for any year, a capital gain arising from the transfe
way of compulsory acquisition of any such capital asset as is referred to in section 54
charged to tax and within a period of three years after the date of the transfer, the ass
purchases any other land or building or any right in any other land or building or constrt
any other building for the purposes of shifting or re-establishing the industrial undertak
referred to in that section or setting up another industrial undertaking, the Assessing Off
shall amend the order of assessment so as to exclude the amount of the capital ga
chargeable to tax under the provisions of sub-section (1) of section 54D ; and the provis
of section 154 shall, so far as may be, apply thereto, the period of four years specified in
section (7) of that section being reckoned from the end of the financial year in which
assessmentwas made.

(b) Where inthe assessment for any year, a capital gain arising from the transfer by we
compulsory acquisition of any such capital asset asis referred to in section 54D is cha
to tax and if the compensation for such acquisition is enhanced or further enhanced, @
case may be, by any court, tribunal or other authority, and within a period of three years:
the date of receipt of the additional compensation, the assessee purchases any le
building or any right in any land or building or constructs any

(Contd. on p. 1.575)
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22[(10A) Where in the assessment for any year, a capital gain arising from
transfer of & long-term capital asset], is charged to tax and within a period
six months after the date of such transfer, the assessee has made any inves
or deposit in any specified asset within the meanirigxpfanation 1to sub-
section (1) of section 54E, tA§Assessing] Officer shall amend the order of
assessment so as to exclude the amount of the capital gain not chargeable
under the provisions éf[sub-section (1) of] section 54E ; and the provision:
of section 154 shall, so far as may be, apply thereto, the period of four ye
specified in sub-section (7) of that section béfrigckoned from the end of the
financial year in which the assessment was made.]

27(10B) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4}199
28(10C) [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4}199

(Contd. from p. 1.574)

building for the purpose of shifting or re-establishing the undertaking referred to in st
section (1) of that section or setting up any other industrial undertaking, the Asses:
Officer shallamend the order of assessment so as to exclude the amount of capital ga
chargeable to tax under the provisions of sub-section (2) of section 54D ; and the provis
of section 154 shall, so far as may be, apply thereto, the period of four years specified in
section (7) of that section being reckoned from the end of the previous year in which
additional compensation was received by the assessee.”

22. Inserted by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978.

23. Substituted for “capital asset, not being a short-term capital asset” by the Finance Act, 1
w.e.f. 1-4-1988.

24. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

25. Inserted by the Finance Act, 1978, w.r.e.f. 1-4-1974.

26. Substituted for “reckoned from the date of the assessment” by the Taxation Laws (Ame
ment) Act, 1984, w.e.f. 1-10-1984.

27. Priorto omission, sub-section (10B), asinserted by the Finance Act, 1978, w.e.f. 1-4-1
and amended by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988, rea
under:

“(10B) Where inthe assessmentfor any year, a capital gain arising from the transfer, b
atransfer by way of compulsory acquisition or a transfer the consideration for which v
determined or approved by the Central Government or the Reserve Bank of India, of
capital asset, not being a short-term capital asset, is charged to tax and if the compen:s
or, as the case may be, consideration for such transfer is enhanced or further enhanc
the case may be, by any court, tribunal or other authority, and within a period of six mor
after the receipt of the additional compensation or consideration, the assessee inve
deposits the whole or any part of the additional compensation or consideration in
specified assetreferred tdrplanation JIof sub-section (1) afection 54E, the Assessing
Officer shall amend the order of assessment so as to exclude the amount of capital
not chargeable to tax under the provisions of sub-section (3) of section 54E; and
provisions of section 154 shall, so far as may be, apply thereto, the period of four ye
specified in sub-section (7) of that section being reckoned from the end of the previ
year in which the additional compensation or consideration was received by
assessee.”

28. Priorto omission, sub-section (10C), as inserted by the Finance Act, 1982, w.e.f. ]
1983 and amended by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984
the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1987, read as under :

(Contd. on p. 1.576)
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29[(11) Where in the assessment for any year, a capital gain arising from
transfer of any original asset as is referred to in section 54H is charged to tax
within the period extended under that section the assessee acquires the new
referred to in that section or, as the case may be, deposits or invests the an
of such capital gain within the period so extended, the Assessing Officer s
amend the order of assessment so as to exclude the amount of the capita
not chargeable to tax under any of the sections referred to in section 54H;
the provisions of section 154 shall, so far as may be, apply thereto, the pe
of four years specified in sub-section (7) of section 154 being reckoned from
end of the previous year in which the compensation was received by

assessee.]

39[(12) Where in the assessment for any year commencing before the 1st d:
April, 1988, the deduction under section 80-0O in respect of any income, being

whole or any part ofincome by way of royalty, commission, fees or any simi

(Contd. from p. 1.575)

“(10C) Where inthe assessment for any year, a capital gain arising from the transfer of
such capital asset asis referred to in section 54F is charged to tax and within a period ©
year after the date of the transfer the assessee purchases, or within three years from th
constructs, aresidential house, the Assessing Officer shall amend the order of asses:
so as to exclude the amount of the capital gain not chargeable to tax under the provisic
sub-section (1) of section 54F; and the provisions of section 154 shall, so far as may be,
thereto, the period of four years specified in sub-section (7) of that section being reckc
from the end of the financial year in which the assessment was made.”

29. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991. Earlier sub-section (11)\

omitted by the Finance Act, 1985, w.e.f. 1-4-1986. Original sub-section, as inserted by
Finance Act, 1974, w.e.f. 1-4-1974, read as under :
“(11) Where in the assessment for any year, the deduction under section 80N in respe
any income, being the whole or any part ofincome by way of dividends asisreferred t
that section, has not been allowed on the ground that suchincome has notbeen recei
convertible foreign exchange in India, or having been received in convertible forei
exchange outside India, or having been converted into convertible foreign exchange ou
India, has notbeen broughtinto India, by or on behalf of the assessee in accordance wit
law for the time being in force for regulating payments and dealings in foreign exchange
subsequently such income or partthereofisreceived in, or broughtinto, Indiain the mat
aforesaid, the Income-tax Officer shall amend the order of assessment so as to &
deduction under section 80N in respect of such income or partthereof as is so receive
or broughtinto, India; and the provisions of section 154 shall, so far as may be, apply the
the period of four years specified in sub-section (7) of that section being reckoned from
date on which suchincome is soreceivedin, or broughtinto, India.”

30. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991. Earlier sub-section (12)\
omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Original sub-section, as inserted by
Finance Act, 1974, w.e.f. 1-4-1974, stood as under :

“(12) Where inthe assessmentfor any year, the deduction under section 80-O in respe
any income, being the whole or any part ofincome by way of royalty, commission, fee
any similar paymentas is referred to in that section, has not been allowed on the grounc
such income has notbeenreceived in convertible foreign exchange in India, or having |
received in convertible foreign exchange outside India, or having been converted |
convertible foreign exchange outside India, has notbeen broughtinto India, by or on be
ofthe assessee in accordance with any law for the time being in force for regulating payn
and dealings in foreign exchange and subsequently such income or part the
(Contd. on p. 1.577)
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payment as is referred to in that section, has not been allowed on the grounc
such income has not been received in convertible foreign exchange in Indi:
having been received in convertible foreign exchange outside India, or hav
been converted into convertible foreign exchange outside India, has not b
brought into India, by or on behalf of the assessee in accordance with any
for the time being in force for regulating payments and dealings in forei
exchange and subsequently such income or part thereof has been orisrec
in, or brought into, India in the manner aforesaid, the Assessing Officer st
amend the order of assessment so as to allow deduction under section 80
respect of suchincome or partthereof asis soreceived in, or broughtinto, In
and the provisions of section 154 shall, so far as may be, apply thereto, the p
of four years specified in sub-section (7) of that section being reckoned from
end of the previous year in which such income is so received in, or brought il
India; so, however, that the period from the 1st day of April, 1988 to the 30th c
of September, 1991 shall be excluded in computing the period of four yea

3(13) Where in the assessment for any year, the deduction under section 80t
or section 80HHC or section 80HHD or section 80HHE or section 80-O or secti
80R or section 80RR or section 80RRA has not been allowed on the ground
such income has not been received in convertible foreign exchange in India
having been received in convertible foreign exchange outside India, or havi
been converted into convertible foreign exchange outside India, has not b
brought into India, by or on behalf of the assessee with the approval of the Res:
Bank of India or such other authority as is authorised under any law for the tir
being in force for regulating payments and dealings in foreign exchange a
subsequently such income or part thereof has been or is received in, or bror
into, India in the manner aforesaid, the Assessing Officer shall amend the or
of assessment so as to allow deduction under section 80O0HHB or section 80K
or section 80HHD or section 80HHE or section 80-O or section 80R or secti
80RR or section 80RRA, as the case may be, in respect of such income or
thereof as is so received in, or brought into, India; and the provisions of secti
154 shall, so far as may be, apply thereto, and the period of four years shall
reckoned from the end of the previous year in which such income is so receive
or brought into India].

2[Explanation—For the purposes of this section,—

(a) “additional compensation” shall have the meaning assigned to it
clause 1) of theExplanationto sub-section (2) of section 54;

(Contd. from p. 1.576)
isreceivedin, or broughtinto, Indiain the manner aforesaid, the Income-tax Officer sl
amend the order of assessment so as to allow deduction under section 80-O inrespectc
income or partthereofasis soreceived in, or broughtinto, India; and the provisions of se«
154 shall, so far as may be, apply thereto, the period of four years specified in sub-se«
(7) of that section being reckoned from the date on which suchincome is soreceivedi
broughtinto, India.”

31. Inserted by the Finance Act, 1999, w.&-6-1999Earlier original sub-section (13) was
inserted by the Finance Act, 1975, w.e.f. 1-4-1975 and later on omitted by the Direct"
Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

32. Inserted by the Finance Act, 1978, with retrospective effect from 1-4-1974.
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(b) “additional consideration”, in relation to the transfer of any capite
asset the consideration for which was determined or approved by
Central Government or the Reserve Bank of India, means t
difference between the amount of consideration for such transfer
enhanced by any court, tribunal or other authority and the amount
consideration which would have been payable if such enhancem
had not been made.]

Notice of demand.

156. When any tax, interest, penalty, fine or any other3iiti] is payable in

consequence of any order passed under this Aét{Alssessing] Officer
shall serve upon the assessee a notice of demand in the prescribb&d f
specifying the sum so payable.

Intimation of loss.

157.When, in the course of the assessment of the total income of any asse

itis established that a loss has taken place which the assessee is entit
have carried forward and set off under the provisions of sub-section (1)
section 72, sub-section (2) of section®7[8ub-section (1¥]or sub-section (3)]
of section 74 or sub-section (3) of section 74A] fAessessing] Officer shall
notify to the assessee by an order in writing the amount of the loss as comp
by him for the purposes of sub-section (1) of section 72, sub-section (2
section 733[sub-section (1y]or sub-section (3)] of section 74 or sub-sectior
(3) of section 74A].

Intimation of assessment of firm.

158. *¥[Whenever, in respect of the assessment year commencing on the 1s

of April, 1992, or any earlier assessment year, a registered firm
assessed], or an unregistered firm is assessed under the provisions dfclau
of section 183, th&#[Assessing] Officer shall notify to the firm by an order in
writing the amount of its total income assessed and the apportionment the
between the several partners.

33. “(including annuity depositreferred to in Chapter XXII-A)” omitted by the Finance Act
1966, w.e.f. 1-4-1967. Originally, the said expression was inserted by the Finance Act, 1
w.e.f. 1-4-1964.

34. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

35. Seeule 15 and Form No. 7 for notice of demaaeaule 38 and Form No. 28 for notice of
demand of advance tax.

36. Substituted for “or sub-section (1) of section 74” by the Finance Act, 1974, w.e.f. 1-4-19

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

38. Substituted for “Whenever aregistered firmis assessed” by the Finance Act, 1992, w
1-4-1993. Earlier the expression was amended by the Direct Tax Laws (Amendment)
1989, w.e.f. 1-4-1989 and by the Direct Tax Laws (Amendment) Act, 1987, with effect frc
the same date.

39. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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“[CHAPTER XIV-A
SPECIAL PROVISION FOR AVOIDING REPETITIVE APPEALS

Procedure when assessee claims identical question of law is pending befor
High Court or Supreme Court.

158A.4(1) Notwithstanding anything contained in this Act, where an asses:
claims that any question of law arising in his case for an assessment
which is pending before tHgAssessing] Officer or any appellate authority
(such case being hereafter in this section referred to as the relevant cas
identical with a question of law arising in his case for another assessment
which is pending before the High Court on a reference under section 25¢
before the Supreme Court on a reference under section 257 or in appeal u
section 261 (such case being hereafter in this section referred to as the «
case), he may furnish to tffPAssessing] Officer or the appellate authority, a
the case may be, a declaration in the prescribed form and verified in
prescribed manner, that if tffPAssessing] Officer or the appellate authority, as
the case may be, agrees to apply in the relevant case the final decision o
question of law in the other case, he shall not raise such question of law ir
relevant case in appeal before any appellate authority or for a reference be
the High Court under section 256 or the Supreme Court under section 257 «
appeal before the Supreme Court under section 261.
(2) Where a declaration under sub-section (1) is furnished to any appel
authority, the appellate authority shall call for a report frontfAssessing]
Officer on the correctness of the claim made by the assessee and, wher
“[Assessing] Officer makes a request to the appellate authority to give hirmr
opportunity of being heard in the matter, the appellate authority shall allow
such opportunity.
(3) ThetjAssessing] Officer or the appellate authority, as the case may be,
by order in writing,—

(i) admitthe claim of the assessee if he oritis satisfied that the ques
of law arising in the relevant case is identical with the question of Is
in the other case; or

(ii) reject the claim if he or it is not so satisfied.

(4) Where a claim is admitted under sub-section (3),—

(a) the*]Assessing] Officer or, as the case may be, the appellate author
may make an order disposing of the relevant case without awaiting |
final decision on the question of law in the other case; and

(b) the assessee shall not be entitled to raise, in relation to the rele\
case, such question of law in appeal before any appellate authorit
for a reference before the High Court under section 256 or t
Supreme Court under section 257 or in appeal before the Supre
Court under section 261.

40. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

41. Seeule 16 and Form No. 8 fordeclaration under section 158A(1) (duplicate [when furnist
to Commissioner (Appeals)], triplicate [when furnished to Appellate Tribunal]).

42. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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(5) When the decision on the question of law in the other case becomes fin.
shall be applied to the relevant case and“ifiassessing] Officer or the
appellate authority, as the case may be, shall, if necessary, amend the «
referred to in clause&) of sub-section (4) conformably to such decision.

(6) An order under sub-section (3) shall be final and shall not be called
question in any proceeding by way of appeal, reference or revision under
Act.

Explanation— In this section,—

(a) “appellate authority” means tiifDeputy Commissioner (Appeals)],
the Commissioner (Appeals) or the Appellate Tribunal,

(b) “case”, in relation to an assessee, means any proceeding under
Act for the assessment of the total income of the assessee or for
imposition of any penalty or fine on him.]

“[CHAPTER XIV-B
SPECIAL PROCEDURE FOR ASSESSMENT OF SEARCH CASES

Definitions.
158B.In this Chapter, unless the context otherwise requires,—

(&) “block period” means théj[previous years relevant to ten assessmer
years] preceding the previous year in which the search was conduc
under section 132 or any requisition was made under section 132A, :
includes, in the previous year in which such search was conducted
requisition made, the period up to the date of the commencement of s
search or, as the case may be, the date of such requisition;

(b) “undisclosed income” includes any money, bullion, jewellery o
other valuable article or thing or any income based on any entry in
books of account or other documents or transactions, where si
money, bullion, jewellery, valuable article, thing, entry in the book
of account or other document or transaction represents wholly
partly income or property which has not been or would not have be
disclosed for the purposes of this Act.

Assessment of undisclosed income as a result of search.

158BA (1) Notwithstanding anything contained in any other provisions of th
Act, where after the 30th day of June, 1995 a search is initiated un
section 132 or books of account, other documents or any assets are requisiti

42a.Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.

43. Substituted for “Appellate Assistant Commissioniuid.

44. Chapter XIV-B, consisting of sections 158B to 158BH, inserted by the Finance Act, 19!
w.e.f. 1-7-1995. Earlier Chapter XIV-B, dealing with “Charge of additional income-tax |
certain cases” was inserted along with section 158B by the Direct Tax Laws (Amendm
Act, 1987, w.e.f. 1-4-1989 and later on omitted by the Direct Tax Laws (Amendment) A
1989, w.e.f. 1-4-1989.

45. Substituted for “period of ten previous years” by the Finance (No. 2) Act, 1996, w.r.e€
1-7-1995.
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under section 132A in the case of any person, then, the Assessing Officer ¢
proceed to assess the undisclosed income in accordance with the provisio
this Chapter.

(2) The total undisclosed income relating to the block period shall be chart
to tax, at the rate specified in section 113, as income of the block per
irrespective of the previous year or years to which such income relates
irrespective of the fact whether regular assessment for any one or more o
relevant assessment years is pending or not.

4 Explanation.—or the removal of doubts, it is hereby declared that—

(a) the assessment made under this Chapter shall be in addition to
regular assessment in respect of each previous year included in
block period;

(b) the total undisclosed income relating to the block period shall n
include the income assessed in any regular assessment as incor
such block period;

(c) the income assessed in this Chapter shall not be included in the reg
assessment of any previous year included in the block period.]

(3) Where the assessee proves to the satisfaction of the Assessing Officel
any part of income referred to in sub-section (1) relates to an assessment
forwhich the previous year has not ended or the date of filing the reincoroé
under sub-section (1) of section 139 for any previous year has not expir
and such income or the transactions relating to such income are recorded
before the date of the search or requisition in the books of account or o
documents maintained in the normal course relating to such previous years
said income shall not be included in the block period.

Computation of undisclosed income of the block period.
158BB (1) The undisclosed income of the block period shall be the aggreg
of the total income of the previous years falling within the block peric
computed, in accordance with the provisions of Chapter IV, on the basis
evidence found as a result of search or requisition of books of accoun
documents and such other materials or information as are available v
Assessing Officer, as reduced by the aggregate of the total income, or as the
may be, as increased by the aggregate of the losses of such previous y
determined,—
(a) where assessments under section 143 or section 144 or section
have been concluded, on the basis of such assessments;
(b) where returns ofincome have been filed under section 139 or sect
147 but assessments have not been made till the date of searc
requisition, on the basis of the income disclosed in such returns;
(c) where the due date for filing a return of income has expired but
return of income has been filed,rak
(d) where the previous year has not ended or the date of filing the ret
of income under sub-section (1) of section 139 has not expiragtheon

46. Inserted by the Finance (No. 2) Act, 1998, w.r.e.f. 1-7-1995.
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basis of entries relating to such income or transactions as recorde
the books of account and other documents maintained in the nort
course on or before the date of the search or requisition relating
such previous years;

(e) where any order of settlement has been made under sub-sectior
of section 245D, on the basis of such order;

(f) where an assessment of undisclosed income had been made e«
under claused] of section 158BC, on the basis of such assessme

Explanation—For the purposes of determination of undisclosed income,—

(a) the total income or loss of each previous year shall, for the purpc
of aggregation, be taken as the total income or loss computec
accordance with the provisions of Chapter IV without giving effec
to set off of brought forward losses under Chapter VI or unabsorb
depreciation under sub-section (2) of section 32;

4[(b) of afirm, returned income and total income assessed for each of
previous years falling within the block period shall be the incom
determined before allowing deduction of salary, interest, commi
sion, bonus or remuneration by whatever name calen any
partner not being a working partnjer
Providedthat undisclosed income of the firm so determined shall n
be chargeable to tax in the hands of the partners, whether
allocation or on account of enhancement;]

(c) assessment under section 143 includes determination of inco
under sub-section (1) or sub-section (1B) of section 143.

(2) In computing the undisclosed income of the block period, the provisions
sections 68, 69, 69A, 69B and 69C shall, so far as may be, apply and refere
to “financial year” in those sections shall be construed as references to
relevant previous year falling in the block period including the previous ye
ending with the date of search or of the requisition.

(3) The burden of proving to the satisfaction of the Assessing Officer that ¢
undisclosed income had already been disclosed in any return of income file:
the assessee before the commencement of search or of the requisition, ¢
case may be, shall be on the assessee.

(4) For the purpose of assessment under this Chapter, losses brought for
from the previous year under Chapter VI or unabsorbed depreciation under
section (2) of section 32 shall not be set off against the undisclosed incc
determined in the block assessment under this Chapter, but may be ca
forward for being set off in the regular assessments.

47. Substituted by the Finance (No. 2) Act, 1996, w.r.e.f. 1-7-1995.
48. Inserted by the Finance (No. 2) Act, 1998, wie4-1999.
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Procedure for block assessment.

158BCWhere any search has been conducted under section 132 or bool
account, other documents or assets are requisitioned under sec

132A, in the case of any person, then,—

“1(a)

(b)

©

(d)

the Assessing Officer shall—

(i) in respect of search initiated or books of account or oth
documents or any assets requisitioned after the 30th day of Ju
1995, but before the 1st day of January, 1997, serve a notice
such person requiring him to furnish within such time not bein
less than fifteen days;

(ii) in respect of search initiated or books of account or oth
documents or any assets requisitioned on or after the 1st day
January, 1997, serve a notice to such person requiring him
furnish within such time not being less than fifteen days but n
more than forty-five days,

as may be specified in the notice areturn in the prescribeéf forch
verified inthe same manner as areturn under cldudfes(b-section
(1) of section 142, setting forth his total income including th
undisclosed income for the block period :

Providedthat no notice under section 148 is required to be issued
the purpose of proceeding under this Chapter :

Provided further that a person who has furnished a return under th
clause shall not be entitled to file a revised return;]

the Assessing Officer shall proceed to determine the undisclos
income of the block period in the manner laid down in section 158E
and the provisions of section 142, sub-sections (2) and (3) of sect
143 and section 144 shall, so far as may be, apply;

the Assessing Officer, on determination of the undisclosed income
the block period in accordance with this Chapter, shall pass an or
of assessment and determine the tax payable by him on the bas
such assessment;

the assets seized under section 132 or requisitioned under sec
132A shall be retained to the extent necessary and the provision
section 132B shall apply subject to such modifications as may
necessary and the references to “regular assessment” or “reass
ment” in section 132B shall be construed as references to “blo
assessment”.

Undisclosed income of any other person.

158BD Where the Assessing Officer is satisfied that any undisclosed inco

belongs to any person, other than the person with respect to wh
search was made under section 132 or whose books of account or c
documents or any assets were requisitioned under section 132A, then, the b

49. Substituted by the Income-tax (Amendment) Act, 1997, w.e.f. 1-1-1997.
50. Segule 12(1A) and Form No. 2B.
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of account, other documents or assets seized or requisitioned shall be ha
overto the Assessing Officer having jurisdiction over such other person and
Assessing Officer shall proceed against such other person and the provisio
this Chapter shall apply accordingly.

Time limit for completion of block assessment.
158BE %Y(1) The order under section 158BC shall be passed—

(a) within one year from the end of the month in which the last of tt
authorisations for search under section 132 or for requisition unc
section 132A, as the case may be, was executed in cases whe
search is initiated or books of account or other documents or &
assets are requisitioned after the 30th day of June, 1995, but be
the 1st day of January, 1997;

(b) within two years from the end of the month in which the last of th
authorisations for search under section 132 or for requisition unc
section 132A, as the case may be, was executed in cases whe
search is initiated or books of account or other documents or 3
assets are requisitioned on or after the 1st day of January, 1997

(2) The period of limitation for completion of block assessment in the case
the other person referred to in section 158BD shall be—

(a) one year from the end of the month in which the notice under tt
Chapter was served on such other person in respect of search initi
or books of account or other documents or any assets requisitiol
after the 30th day of June, 1995, but before the 1st day of Januz
1997; and

(b) two years from the end of the month in which notice under th
Chapter was served on such other person in respect of search initi
or books of account or other documents or any assets are reqt
tioned on or after the 1st day of January, 1997.]

5[5 Explanation 1.—In computing the period of limitation for the purposes o
this section, the period—

(i) during which the assessment proceeding is stayed by an orde
injunction of any court, or

(i) commencing fromthe day on which the Assessing Officer directst
assessee to get his accounts audited under sub-section (2A) of se«
142 and ending on the day on which the assessee is required to fur
a report of such audit under that sub-section,

shall be excluded.]

S Explanation 2—For the removal of doubts, it is hereby declared that tt
authorisation referred to in sub-section (1) shall be deemed to have b
executed,—

51. Substituted by the Income-tax (Amendment) Act, 1997, w.e.f. 1-1-1997.

52. Inserted by the Finance (No. 2) Act, 1996, w.r.e.f. 1-7-1995.

53. ExistingExplanationrenumbered aExplanation lby the Finance (No. 2) Act, 1998,
w.r.e.f. 1-7-1995.

54. Insertedibid.
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(a) inthe case of search, on the conclusion of search as recorded ir
last panchnama drawn in relation to any person in whose case
warrant of authorisation has been issued;

(b) inthe case of requisition under section 132A, on the actual receip
the books of account or other documents or assets by the Authori
Officer.]

Certain interests and penalties not to be levied or imposed.
158BF. No interest under the provisions of section 234A, 234B or 234C ¢
penalty under the provisions of clausedf sub-section (1) of section 271
or section 271A or section 271B shall be levied or imposed upon the assesse
respect of the undisclosed income determined in the block assessment.
S Levy of interest and penalty in certain cases.
158BFA. (1) Where the return of total income including undisclosed incon
for the block period, in respect of search initiated under section 1
or books of account, other document or any assets requisitioned under se
132A on or after the 1st day of January, 1997, as required by a notice ul
clause &) of section 158BC, is furnished after the expiry of the period specifie
in such notice, or is not furnished, the assessee shall be liable to pay sir
interest at the rate of two per cent of the tax on undisclosed income, determ
under claused] of section 158BC, for every month or part of a month comprise
in the period commencing on the day immediately following the expiry of ti
time specified in the notice, and—
(a) where the return is furnished after the expiry of the time aforesa
ending on the date of furnishing the return; or
(b) where no return has been furnished, on the date of completion
assessment under clausgdf section 158BC.
(2) The Assessing Officer or the Commissioner (Appeals) in the course of
proceedings under this Chapter, may direct that a person shall pay by wa
penalty a sum which shall not be less than the amount of tax leviable but wi
shall not exceed three times the amount of tax so leviable in respect of
undisclosed income determined by the Assessing Officer under cuge (
section 158BC :
Provided that no order imposing penalty shall be made in respect of a person i
(i) such person has furnished areturn under cla)yieségection 158BC;
(ii) the tax payable on the basis of such return has been paid or, if
assets seized consist of money, the assessee offers the mone
seized to be adjusted against the tax payable;

(iii) evidence of tax paid is furnished along with the return; and
(iv) an appeal is not filed against the assessment of that part of incc
which is shown in the return :
Provided further that the provisions of the preceding proviso shall not app
where the undisclosed income determined by the Assessing Officer isin ex

55. Inserted by the Income-tax (Amendment) Act, 1997, w.e.f. 1-1-1997.
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of theincome shown in the return and in such cases the penalty shall be imp
on that portion of undisclosed income determined which is in excess of
amount of undisclosed income shown in the return.

(3) No order imposing a penalty under sub-section (2) shall be made,—

(a) unless an assessee has been given a reasonable opportunity of |
heard;

(b) by the Assistant Commission&jor Deputy Commissioner] or the
Assistant Directot®[or Deputy Director], as the case may be, wher
the amount of penalty exceeds twenty thousand rupees except v
the previous approval of thgJoint] Commissioner or tHgJoint]
Director, as the case may be;

(o) in a case where the assessment is the subject-matter of an appe
the Commissioner (Appeals) under section 246 or an appeal to
Appellate Tribunal under section 253, after the expiry of the financi
year in which the proceedings, in the course of which action for tl
imposition of penalty has been initiated, are completed, or six mont
from the end of the month in which the order of the Commission
(Appeals) or, as the case may be, the Appellate Tribunal is recei\
by the Chief Commissioner or the Commissioner, whichever peri
expires later;

(d) inacasewherethe assessmentis the subject-matter of revision u
section 263, after the expiry of six months from the end of the morn
in which such order of revision is passed;

(e) inany case otherthanthose mentioned in clagsasd (), after the
expiry of the financial year in which the proceedings, in the course
which action for the imposition of penalty has been initiated, al
completed, or six months from the end of the month in which actic
forimposition of penalty is initiated, whichever period expires late!

(f) inrespect of search initiated under section 132 or books of accol
other documents or any assets requisitioned under section 13
after the 30th day of June, 1995 but before the 1st day of Januc
1997.

Explanation.—n computing the period of limitation for the purpose of this
section,—

(i) the time taken in giving an opportunity to the assessee to be rehe
under the proviso to section 129;

(ii) the period during which the immunity granted under section 245
remained in force; and

(iii) the period during which the proceedings under sub-section (2) «
stayed by an order or injunction of any court,

shall be excluded.

56. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998.
57. Substituted for “Deputy’ibid.
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(4) Anincome-tax authority on making an order under sub-section (2) impos
a penalty, unless he is himself an Assessing Officer, shall forthwith send a c
of such order to the Assessing Officer.]

S8 Authority competent to make block assessment.

158BG. The order of assessment for the block period shall be passed by
Assessing Officer not below the rank of an Assistant Commission

59[or Deputy Commissioner] or an Assistant Direétmr Deputy Director], as

the case may be :

Providedthat no such order shall be passed without the previous approval c

(a) the Commissioner or Director, as the case may be, in respect
search initiated under section 132 or books of account, other do
ments or any assets requisitioned under section 132A, after the
day of June, 1995 but before the 1st day of January, 1997;

(b) the®Joint] Commissioner or tHgJoint] Director, as the case may
be, in respect of search initiated under section 132 or books
account, other documents or any assets requisitioned under sec
132A, on or after the 1st day of January, 1997.]

Application of other provisions of this Act.

158BH. Save as otherwise provided inthis Chapter, all other provisions oft
Act shall apply to assessment made under this Chapter.]

CHAPTER XV

LIABILITY IN SPECIAL CASES
A.—Legal representatives

Legal representativest

159. (1) Where a person dies, his legal representative shall be liable to pay
sum which the deceased would have been liable to pay if he had not ©

in the like manner and to the same extent as the deceased.

(2) For the purpose of making an assessment (including an assessn
reassessment or recomputation under section 147) of the income of
deceased and for the purpose of levying any sum in the hands of the |
representative in accordance with the provisions of sub-section (1),—

(a) any proceeding taken against the deceased before his death she
deemed to have been taken against the legal representative and
be continued against the legal representative from the stage at wt
it stood on the date of the death of the deceased;

(b) any proceeding which could have been taken against the deceas
he had survived, may be taken against the legal representative;

(c) all the provisions of this Act shall apply accordingly.

58. Substituted by the Income-tax (Amendment) Act, 1997, w.e.f. 1-1-1997. Earlier sect
158BG was amended by the Finance (No. 2) Act, 1996, w.e.f. 1-10-1996.

59. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998.

60. Substituted for “Deputy’ibid.
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