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THE TAXATION LAWS (AMENDMENT AND
MISCELLANEOUS PROVISONS) ACT, 1986

No." 46 of 1986

Y [10th Septemﬁer 1986]

An Act further to amend the Income-tax Act, 1961, the Wealth-tax
~ Act, 1957, the Gift-tax Act, 1958 and to ‘provide for exemption
-to a Governmerit: company from IncOme-tax and Surtax for a

f e —

Speclﬁed penod e o

BE it enacted by Parhament in the Thlrty«seventh Year of the Repub]ie .

- of *Indraf ‘ag follows —

CHA.PTLR I
PRELIMI‘NAR&

1. (I) rhls “Act. may be called the ’l‘axation Laws (Amendment and g
\""l\ﬁs’céllanéous Prov151ons) Act, 1986.

' (3) -Save as othermse promded in thls Act, it ‘shall: fcomeﬁtnbo force
at once. . - . , = A ,

CHAPTFR II
AMENDMENTS TO THE [N("OME-’I‘AX ACT 1961

2., In sectmn 2 of the Income-tax Ac’r. 1961 (hereafter in thas Chapter

referred to as the Income- tax) after clause- (10); the: followmg clause
shall be mserted with effect from the 1st day of April, 1988, namely —

(1 1) “block of assets” means a’ group of assets falling thhin a

' Short .

title

©and -

coms

~ ‘mence.
J‘meﬂ?’ S

Ar'l‘aend.. .
ment. of .

- “section2, .

‘ dauSe ‘of ‘asséts, being buildings, machinéry, plant . o furniture, -in -. -

respect of which the same percentage of deprec1at1on is prescnbed
3.Tn ¥ectioh 10 bf the Tncorne-tax Act, for clause (I7), the following

' ‘clause ‘shall ‘be substituted and shall be deemed to have been substltuted .
“with effect-from the-lst day of April; 1986; namely — :

- “(17) any mcome by way of—

0} darly allowance recetvad py any person by reason of his
membership of Parliament or of any State Leglslature or of any
Com.rmttee thereof and :

(it)*rall=othep: allovvances not" exceeding rupees twelve hund-

red-and fifty ' per month in the’ aggregate received by any person
by reason#f *his mefnbexshlp of Parliament or. of any Committee
thereof, or all’ othet-allowances not exceeding tupees six hund-

Amend. '

ment of
" section 10

- “retper: month in thét aggregate received by’ any’ person by reason - -

- of>hi§ membershlp of any State Leglslatu:re or ‘any - Cornmittee |

"~ thereof; which'thé Ceéntral Gdvernment: ‘tay, by notlﬁcatmn in
‘ the Qﬁicial’ gazette Spe¢1fy An »his behalf"

-'_1089_



S ' 109 - - 'I‘q.xatwn Laws (Amendment and Mzsceuemeous [Ac‘:tf 48
v ‘ 7 ' ‘ Pmmszom) _ i
Amend- 4. In sectlon 10A of the ]jncome—tax Act W1th effect from the 1st day
mentof
0A . :
-0 (a) for sub«aecuon (3) the followmg sub—sectnon sh'ﬂl be subs-
tituted, namely —

. (3) The proﬁts and’ gains referred to in bu.b section (1)
shall ' not be included in the total income of the assessee in res-
pect of any five consecutive assessment years, falling within &

~ -period of eight years beginning with the assessment year. rele-
vant to the previoug year in which the industrial = undertaking
begins to manufacture or produce articles or things, specified by
“ the assessee at his option:

Provided that nothing in this sub-section shall be construed -
to extend the aforesaid five assessment years to cover any period
affer the expiry of the said period of elght years

(b) in sub-section (7), the words “for. th_e 1n1t1a1 assessment'
year” shall be omitted; :

(c) in the Explana'twn occurring. at the end for clause (iz) the
fo]lowmg clause shall be wbstﬁ:ute«d riamely: —

“(#) “re]eva/nt asseesment years” means’ the five consecuhve
assgssment years - spec1ﬁed by the aqscsse«e at hls opt1o=n under, :
R sub~section (3).” 3
Amend. 5 In sectlon 32 of the Incomer-tax Act, w1th eﬂ?ect from the Ist day of

ment of _ : R -
section 32, April 1988, : : - : ‘ ‘ Re

(I) in sub-sectlon (1),

(a) clause (’L) shall be omLtted ‘ ) ‘ T T ‘Lf’ .

(b) in clause (u) —

(’t) for the opening paraoraph the followmg shall e
' substltuted namely -

“in"the case of any block of assets, such perctmtaege "
“on the written dowh value ‘thereof as may be presceribed:’’;

]/ " (i) in the second proviso’ the words, brackets . and
figures “or clause M’ shall be omitted; )

(i) after the second proviso, the follovmng Em‘plana“zmw-
shall be inserted, namely: —

F/xplamtwn I—J.Vherm the busmess or profession of

tfleAasseSuee ig carried on in a building not owned by him S

but in respect of which the assessee holdg a lease or Gther
right of occupancy and any capital expenditure is incurred
by the assesee for the purposes of the business or profes-
sion on the construction of any structure or deing of ahy
work in op in relation to and by way of renovation or .
extension of or 1mprovement to, the building, then, the
provisions of thig clause shall apply as if the.said strue-
ture or work is a building owned by the assessee.
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or 1986] ©  Téxation Laws (Amendment and Mzscelicmeous o 1091: '

= * Provisions)

- Emplafnatwn 2.—For the purposes 6f this - clause .

“written down-value of the block of assets” shail have

the same meaning as m clause (¢) of sub-sectmn (6) of

sectmn 43;;
(c) clauses (a), (i), (w) (v) and (m) shall be o*mtted
(2} sub—sectmn (4+A) shall be om;t‘ced

© (3) in sub- sectxon ), for the = words,  brackets,  figures and
letters ‘under clause (1) or clause. (u) or clause (iia) or clause (iv)
-or clause (v) or clause {vi) of sub-section (1) or under clause (i) of
sub-section (/A4)”, the words, brackets and ﬁguxes “under clause
(n) of sub-secuon (1)” shall be substltuted ' :

be omitted with effect from the 1st day of April, 1688.

, =3 In section 41 of the Income-tax Act, wnh eﬁect from the 1st day
v of Aprll 1988, — i

- (m) sub-sect"lons (2) and (24) and the Explanatzmzs thereunder

snall be omitted;

(b) in ‘sub- uec‘uon 9, tor the Evp(ancmon the followmg Expla-

. hdtwn shal]l be substituted, namely —

‘Explanation. - For the pmposeb of sub~sect10n (3),

" W) ‘moneys payable” in respect of any bmldmg ma-

Chlnely plant or furniture mcludeS——

(a) . any msurance salvage or compensatlon monaysi' )

payable in nespect. thereof

(b) where the buxldmg, machmery, plant or furm~’

ture is spld, the price for which it ig sold,

il

6 In section 34 of the Income-tax .Act subv«sectlons (1) and- (2) shalll

Amend-
ment of
section 34,
. Amengd.
ment of
seciion -

41

so, however, that where the actual cest of a motor car s,

. in accordance with -the proviso to clause (1) of section 43,

- ‘taken to be twenty-five thousand rupees, the moneys pay-
able in respect of such motor car shall be taken to'be a sum

" which bears to the amount for which- the motor car is sold or, . -

as the case may be, the. amount of any insurance, salvage or
Compensatmn moneys payable in respect thmeof including

the amount of scrap value if any) the same proportmn ag the

amount of twenty-five thousand rupees bears to the actual
cost of the motor car to the assessee ag it would have been
' computed before applying the said provxso

7) ““gold” includes a transfer by way of ~exchange or’
a compulsory ‘acquisition under any law for the time being

in force but does not include a transfer, in a scheme,o!
amalgamation, of any asset by the amalgamating company,

“to the amalgamated’ company where the amalgamaf/ed eom~ - h

-panv is an Indian companJ ;

(c} m qub sectmn (5) the wordq brackets, ﬁguresj “and letter



R . 1092 o Taxatwn Laws (Amendment and Mzscellam’m - [Ac'xzﬂeﬁ
T . , Promswns) ' -

Amend. Byl segtion 43 of,ihe“Incomeutax Act, mth*eﬂ’ect from the 1st day
me’!:} of - of Apnl Al988~—— '
section- : _

43, (1,) in clause (1) ,—

(a) in Explammon L, for the - words braekets, figures "and
~ le’cter “clause (i); clause (zz) or clause (m) of. sub-section . (1)

‘or sub-section (L4)”, the words brackets and ﬁgures “clause (it). :
cof ~sub-section - (1).” shall- be substituted;

(b) for. Explmnatwn 2,. the followmg Explanatzon, shall oe g
substxtuted ‘namely: —

‘Explanatwn 2»—-Where an. asset is aequared Ty, th@
_sessee by way of gift or mheutance the actual cost of. the
asset to the assessee shall be the actual cost: to. the prevlous

~ owner, as. reduced by

(a) the _amount of deprec1atlon actually allowed -
‘under this Act and' the corresponding provisions- of ~ the
Indian - Tncome-tax Act; 1922 in respect of any ‘previous '

B

' A,Az__year,relevant to. the ;ssessment, cyear. commencmg, before 11 2‘ 1 922 iy |

the 1st day of Aprn, 1988; and

_ (b) the -amount of depreciation that Would have
been allowable 16" the assessee for any assessment year .
- commencing on or after the st day of April, 1988, as if. -

oy o (ithe.asset. was. the.only, asset. in-the.relevant block  of
- assets ‘

s (c) for Eacplanatzon 4 the follﬂwmg,@'_xpla natwn shall be
‘-;;\ f " _ substltued namely: . _

_ “Ea:planatzon 4—Where, any asset. whlch had once belong- )
ed to the assessee and had been used by h1m for the purposes :
of his business-or profession -and -thereafter ceased to be his
property by reasonof transfer or .otherwise, = is re-acquired

T by hlm, the-actual cost to Ahe. assessée, shall. be——- '

(i) the: aotual cost-to him- whenc hefirgt aequu'ed the,
asset ag reduced by— - s

(a) the. amount of deprec;atlon actually allowed-

..to him .under. this Act or- under the . .corresponding
. provisiong, of the Indian Income-tax Act, 1922 in
respect ‘of any previous year relevant to the assess-

ment. year. commencmg before the 1st: day of Aprll -
s 1988 and

11 of 1922,

{b) the amoun'r of.-depreciation - that would have
: b_een allowable to the assessee for any - assessment
~ year commencing on or after the st day of April,”’
. 1988, as -if the asset was the o*11y asset, in the rele~
vant block of assets; or '

.,

o (u) the -acttial price. for: Whlch the asset is: re—acqmrn o
' ed by him, : :

: ;whw_hevsr_ Ig-less,”s




or 1986] Tmatwn Laibs (Amendment and Mzsceltanem ' 1093
‘ S Promswns) ;

Dniduct i B e

* (i), in. clause (6), :

(e) after the proviso, the iollowmcr clause shall be mserted,
namely — , S

L deakodao .

S (c) in the case of any blOCk of assets,

(#H in respect of any previous year :relevant to the
" .asseéssmeni year commericing on  the st day of April,
1988, the aggregate of the written-down values of all-the
assets fallmg within that block of assets at the: begmmng
“of ’che previous year and adjusted,— :

‘ (4) by the increase by the actual costs of any
“asset falling within that block, acqun'ed durlng theA

Pprevious. year, and '

(B) by the reduction of. the moneys payable
- respect of any . asset falling within that block, whlch
‘is sold or discarded. or .. demolished or destmyed

of the scrap value, if any, so, however, that the

s} i w,ﬁ& '

34"

‘during that previous year together with the;amount

o amount of such xeductlon does not.exceed the wnt* SRR

-ten down value as so° mcreased ‘and -

, -(#) in.respect-of any previous year relevant bo ‘the
.assessment year commencing on or after the 1st day of
cfvpril, 1989, the written  down value: of: ‘that “block. of
assets -in the immediately preceding previous year as-
., reduced by the depreciation .actually, allowed in respect
* of that block of assets in relation to. the said, .preceding
previous year and as further adjusted’ by the increase or
o then reductxon referred to in-item - (3).”;

(b) in Emplanatwn 1, for the words any asseL , the words .
-“any -asset-or-any ‘block of assets” ghall -be substituted,; '

(c) for Explo}natzons 2 and 24, the followmg Explanatzor} N
. shall. be.substituted, namely: —

~ “Explanation 2~—Wher-e Cin any_ prevmus year, any
.block ‘of. assets is transferred,—

i

(a)- by a holdmg company to its subs1d1ary company

- .or by a-subsidiary. company tg its holding company and

. :the conditions of clause (iv}-or, as the-case may be, of
- clause (v) of section 47 are-satisfied;.or -

(b) by the amalgamating . company to the. amalga- ‘
. . mated company in a scheme of . amalgamatlon and the
amalgamated- company is an Indian company,
then, notwithstanding anything contained in clause (1), the
" actual cost of the block of assets in the case of the transferee_
~‘company or,the amalgamated company, as: the case- may be, .
1 sshall e’ theswritten :down: value ‘of the blockeof asests :.as:in-
" the case of the transferor company or the amalgamatmg
~ " company for the 1mmed1ate1y preceding previous year as

- reduced by the amount of depreciation actually a110Wed in - o

2,

" fzreiatmn to the said preceamg prevmus year
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1

(d) after Explamtzon 3, the followmg Explanatwﬂ: shall be
inserted, namely:—

‘Expla,nation 4 For the purposes of- ’thl's clause the

expressiong “moneys payable” and “sold” shall have the same'

meanings as in the Explanation below sub-sechon (4) of
section 41, L ,

9. For section 50 of the Inc;)me-tax Act, the follbwingi séct'i,on shall be

substituted -with effect from the 1st day of April, 1988, namely:—

“50. Notwithstanding anything contained in clause (424) of sec-

tion 2, where the capital asset is an asset forming part of a block of

_assets in respect of which depreciation has been allowed under this -

- Act or under the Indian Income-tax Act, 1922, the provisions of sec-
tions 48 and 49 shall be sub]ect to the following modlﬁcatlons —

(1) where the. full value of fhn cons1derat10n received or
_acquiring as a result of the transfer of the asset together with the

" full value of such consideration received or aceruing as a result
of the transfer of any. other capital asset falling within the bleck

of assets during the previous vear, exceeds the aggregate of the .

- foll(WVmg amounts, namely —

11661922,

(i) expenditure mcurred wholly and exclusively n ¢ con- ‘

nectmn with a'l.lCh transfer or transfers; .

(i) the Wntten down value of the block of assets at the
begmmng of the prevmus year; and

(ii1) the actual cost of any asset falhng within ‘the black
of assets acquired - durmg the previous year,

such excess shall be deemed to be the capifal gaing ansmg from

~ the transfer of shor’c-term cap1ta1 assets;

: (2) where any ‘block of assets ceases to exist as such for |
e the reason that all the assets in that block are {ransferred during -

the previous year, the cost of acquisition of the block of assete

shall be the written down value of the block of assets at the .
“beginning of the previous year, as increased by the actual cost of ‘
any  asset falling within that block of assets acquired by the

essessee during the previous year and the income received or

‘decruing as a result of such transfer or transfers shall be deemed -

to be the capital gaing amsmg frorn q}che transfer of short-term
capital assets.”. i

10 In section 80HH of the Tncome-tax Aot for the E"r‘plcwation below
tub~sect1on (10) the following sub-sectlon shall be substituted, namely:—

‘(11) For the purposes of thig sectmn “backward " area” means

* . such area as the Central Government may, havmg regard to the stage
- of developmeht of that area, by ‘notification in the Ofﬁmal Gazette
specify in this ‘behalf: ‘ L



O 19@63 Tm;atwn Loaws (Amcndment and M:sceuaneous S 1095
_ S P1 omswns) ' —

Provided that any notlﬁcatlon under thxs sub-Section may be
" jssved’ so &s to have retrospective eﬁect to a date not earher than .

ths 1st dav of "April, 1983.. .

11. In section 80HHC o’E the Income-tax Act w1th effect from the
lst day of April; 1987~/

(a) in sub~sect10n (1) for the portmn begmning w1th the words
-“deduc’cion of an amount” and ending with the words “Provxded
that”, the followmg shall be substituted, namely: -

“deduction equal to the aggregate of— .

(a) four per cent of t’he net foreign exchange realisa-
tion; and .

~(b) fifty per ceht.- of s0 much of the ’proﬁts derived by the
assessee from the export of such goods or merchandise as ex-
ceeds the amount referred to in clause (a)

Provided that the deduction under this sub-section shall

not exceed the profits derived by the assessee. from the export
of stich goods or merchandlse .

Prowded further that”

" (b) affer sub-stetion (3) and before the Expzoqnation the follow- -

“ng sub-sectlon shail be inserted, namely —_

“(4) .The deductmn under - sub- section ¢A) .shkall- not be

" Amend-

ment of
section
S0HHC,

‘admissible unless the assessee furnishes in the prescribed form,

along with the return of income, the veport of sn accountant,

-as defined in the Explanation; below sub-section (2)  of section

o 288, certifying that the deduction has been correctly claimed ot
- . the basis of the amount of net foreign exchange realisation as
-determined in accordance with the Import and FExport Dohcv e

. of the Government of Tndia for the 1e1°vant pemod ”.

(c) after clause (b) of the F‘rnlanatmn *he fo]lowmg clause shall"_

- be” mserted namely _

‘(e “net forewn exchande rcfﬂma‘r‘on” means the total tree
on board value of exports out of India of goods and merchan_dise'

to which this sAction applies as reduced by the aggregate of the
cost, insurance and freight wvalue of all catégories of irmport

Mcences, to He issued b v the Chief Controller of Tmports and .

Exports, Government of India. to which the assessee is entitled

during the previous year, either against export obligation or |

ageinst exports as replemshments"-

" 12, In section 139 of the Income-tax Act——-

(&) in sub section (3), for the portion beg nnmg w11:h the words -
“within such further time” and ending with the words “in his discre-
tion, allow”, the following shall be substltuted with effect from the

lst day of Ap"ll 198’7 namely —_

EE to the prevxouq year during which the loss was sustained”"

“by the thirfv—ﬁrst day of July of the assessment year re]evant o

Ameﬁ-

ment of
section
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_ Promszons)

N ('b) after sub-sectron (9), the followmg sub-sectlon shall be maert- .
edrend ‘shall:-be deemed to have been: 1nserted w1th eﬁect from: the st

- day of Apr11 1986, namely — :

S« (10) Notwithstanding anythmg contamed in any other pro-
vision of this Act,.a return of income which: - shows :the: total
 income below the maximum amount which is not chargeable to
L .tax shall be deemed never to ‘have been furmshed

Prov1ded that nothmg herembefore contamed shal] apply_-'- "
to,— : ;

(a) a return furnished in response to a notlce under sub- '
sectlon 2) or sectmn 148; : . R

(b) a return of a partner of a ﬁrm, o

“(c) a return of 2 person who has claxmed exemptlon of- |
e income from m‘operty ‘held for charltable or rehglous pur< ”
S _‘poses, : :

(dy a return of 1osswh1ch ha-sj- been “fumislied_ before- the o

thirty-first day of July of the assessment year relevant $o
the’ prevlous year durmg -+which the losg was sustained

- (e) a return furmshed under sub section (4B) in reSpect
e of a p0]1t1ca1 party, and -

(f) a return furmshed in eunport of a claim for refu:nd_sfn; S

o under section 237 » '.

13 In sectlon 220 of the Income~tax Act -in sub-sectmn (2A),

© (a)in- the openmg port1on for the " words: *the Board may" “and- )

_,“on the recommendation made by the Commissioner in this behalf, it

s satlsﬁed” the words “the Commissioner may” and “he’is satisfied” =

shall rebpectlvely, be substltuted wn'th eﬁer-t from the 1st day of -
.Apnl 1987, ' L ooy

(b) for the words “interest paya't‘le by an aseesbee” “would cause

__genume hardship” and “interest was pavab]e”,‘ the words “Interest *

 paid-or payable by an assessee”, “has caused qr would cause genuine- :

hardship” and “interest has beeri paid or was oavable” shall, respect1- o
~vely, be substituted and shall be deemed to have beén subst1tuted ,
Wlth effect from the Ist day of October, 1984 : )

) 14 ’In sectlon 221 of the' Income—tax Act in: sub sectmn. 1y, for the
second proviso the followmg prowso qhall be substltuted namer —

“Provided further that where the assessee proves 1o the -satlsfac- o
" Hon of the Income-tax Officer that the default was for good ‘and
’ sumcient reasom no’ penalty shalT be levied under thls sectlon »

15 In’ section 245B of the Income-tax Act—- 7\ '

(a) in sub-section (2) for the words “and - tWo other members
thé~words “and “as ‘many ‘Vice:Chairmen and other: members as, the
Central Govemmmt thirike fitrrghall ‘be substltuted



. 0,1936_1 Taxatum Laws (Amendment q,nd Mzscellaneous " 1097

' Promszons)

(0). sub-section (ZA) shall be omitted

-(¢) in sub-gection (3),

o (t) in the opening portion, after the word “Chau'man” the
Word che-Chalrmen” shall be inserted; :

(#) in the first proviso, atier the .word “Chainnan” ttie

' ., vtrord “, Vice-Chalrman” shall be mserted
(tu) “the’ ‘sécond proviso shall be omitted.

16 In section 245D of the Income-taz Act, sub—sectlon (‘i) -shall be

omxtt«ed

i7. In section. 2458 of the Income-tax Act, for sub—section (5) the tol— ‘
: towmg sub-sectmns shall be substituted, namely: — .

“(5) The powers of functions of the Settlement Oommission may'r
be exercised or discharged by Benches constitited by the- Chalrman T

of the Settlement Commleswn from amongst the members thereof

- Amenﬂv_ o

mont

_ of section
245D,

Amend-
ment pf

" section

245D,

L

, (6) A Bench eonet1tated u_nder ‘sub-section (5:) shall consist of B
thiee members, one oi whom shall be the Chairman or a che- R

. Chau’man

(D The Settlement Commisslon shail,’ sub]ect to the ‘proviaions - .
- of. this Chapter, have power to regulate its own’ procedure and-the ", .

procedure of Benctes thereof in all matters arising out of the exer-

: _ ©se of its powers or of the discharge of its- functlons, 1nc1ud1ng the"

‘places at whlch the Benches shall hold thelr slttings ”

1& In sect_lon 270. of the Income-tax Act, tne words “thhout reason-
able e)tcuse” shall be omitted '

19 In section 271 of the Income-tax Act in- sub-section (1),

- (@) the words “w1thout reasonable cause” wherever they occun
shall be omitted

(b) in E:cplana,mon 1

"Amend- .- o
“menfof -
o section . . -
210
 Amend- -

section

2. -

. (#)'in  clause (B), for the words “riot able fo substantiate,”, o

- the words “not. able to substantiate and fails to prove that such

explanation is bona fide and that all the. fac»s relating to the same -
" and material to the computation of ‘his total income have been. ‘

~ disclosed by him,” shall be substituted;
(it) the prowso shall be omitted;

, {c) in Eacplanatwn 5, for the portxon begmning with the words
“unless such income is” and ending with the words “before the said_ A

date” the followlng shall be substltuted namely --_
tmlees, ' ’

1) euch income 1s, of the transactlons resultmg in: such
1ncome -are recorded,~

of the search and

. ‘\‘. . _Az(.e\._ Lede ‘ e ..}‘ T

(%) ina c-mse falling under clause (a) before the datev_



A'zmen'd-\ :
ment of

gection
271A,

ment of

section ;
271B,

Amend-

ment of
seclion

Amend:

~:ment of
section

' Amehd-

-mezt of
- section
272B,

' Amend.
- ment. of

section
273, 7

’Inser-
tien of

" new

section

| 218B;

Penalty
not_ to
~bo im-

‘posed ir

certain
cases.
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(u) in a case talling under t:lause (b), on or be!ore
such date, - ,

"in the books of account, if any, maintained by him for any
source of income or such income is otherwise dJsclosed to the
- Commissmner before the said date, or :

. (2 he, In the course of the search, makes a statement

. under sub-section (4) of section 132 that any money, bullion,

~ jewellery or other valuable article or thing found in his pos-

session or. under his control, has been acqu1red out of his in-

come which has not been disclosed so far in his return of -~

income to be furnished before the expiry of time specified in

“clause () or clause (b) of sub-section (I) of section 139, and . -
also specifies in the statement the manner in which: such.

-ipcome hag been'derived and pays the tax, together with
‘interest if any, in respect of such income.”.

2. In sectlon 271A of the Income-tax Act the words without reason-' ‘

able cause,” shall be ormtted

'21. Inseetlon 271B of the Income-tax Act the words “ w1thout reason~

able. cause,” -shall be omitted

22 in section 272A of the Income—tax Act in subtiection (2),
wordﬁ “ w1thout reasonable cause or exause," shall be omitted '

23 In sectlon 272AA of the Income-tax Act, In sub-section (1) the:
_ -~ words “ Without reasonable cause,” shall be omitted. '
IMAA,

-'24,'Tn $ection 272B of the Income-tax Act in sub-sect:on (1), the-
_ words “, Wlthout reasonable cause,” shall be omltted L

) 25. ‘In: section 273 of the Income-tax Act the wordst “thhout reason-
- ab}e cause”, whereVer they. occur, shal be onutted

26. Aitesr sectlon 273A of . the Income tax Act the fo]lowmg section
shall be inserted, namely:— '

“9o73B. Notw1thstand1ng anything contained in the provisions of

sectlon 270, clauge (@) or clauise (b) of sub-seetion (1)- of section 271,
-section 271A section 271B, sub-section (2) of section 272A, sub-section
-:.(1) of section 272AA, sub-section (1) of section 272B or clause ()}
of sub-sectmn (1) or clause (b) or clause (¢) of sub—sectlon ¢2)' of sec-

" y tion 273, no, penalty shall be 1mposab1e on the person or the assessed, -
" “as the case may be, for any failure referred to in the sa1d provisions

_if he proves that there was reasonable caiise for the #aid failure”.

‘ .

-



& "
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27, In sections 276A, 276AB, 27613, 276DD and ° 276E the . words-

M, without reasonable cause or excuse, " shall be omltted

; 28, After sect,ron 278A of the Income-tax Act the’ followmg section
“shall be inserted, namely:— '

“278AA. Notwithstanding anything .contained in the provislons
" of section 276A, section 276AB, section 276B, section 276DD or sec- .

 tion 276E, no person shall ke punishable for any failure referred to

Jin the sa1d provisions if he proves that there was reaSOnable -cause -

 for such faJlure ”

s

29, In the Income- tax Act, after sectxon 278D the followmg sectlon _

“ghall be 1nserted namely —

’requires a culpable mental state -on the part of the accused, the court
shall presume the ‘existence of such mental " state but it shall be a

_ defence for ‘the accused to prove the fact that he had no such mental‘

state Wlth respect to the act charged as an oﬂ’ence in that prosecution.

Emplanatzon —In th1s -sub- sectmn : “culpable mental state” in-
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Amend-
ment of -
section$
276A,
276AB,
276B,

. 276DD

‘and
276E.

" Insertion
of new
section
278AA. ‘;

Punish-
ment -
not

to be
imposed
“in certain
cases,

‘Inser-

tion of
~ new

section

. . e L S . 278E,
‘278E. (1) In any prosecution for any offence under this Act which <

Presum« -
ption as
“to culp-
able
mental
‘state.

. cludes intention, motive ar knowledge of a fact or behef in, or rea- -

‘son to believe, a fact. *

@ “For the purposes of thls sectlon a fact is said to be proved

only when the court believes it ‘to exist beyond reasonable doubt and

. not merely when its existence is estabhshed by a preponderance of
probabﬂity !

“30, In the Income—tax Act the Elghth Schedule shall be omitted and.

shall be deemed to have been omitted - with ‘effect from the 1st day of

~April, 1984,

‘ 31 In the Income-tax Act, the Ninth Schedule shall be omltted with

eﬁect from the 1st day of Apr11 -1988. -

3’2 Thé followmg amendments (being amendments of a consequential

nature) shall be made in the Income-tax Act with effect from the 1st day
of April 1988, namely:—

(a) in section 324, in sub-section (2), in the E:Jc'planatwn for

clause (1) the followmg clause shall be substltuted namely: —

() (a) “new ship” or “new aircraft” mcludes a ship or ail‘",.

craft which' before the. date of acquisition by the assessee was
used by any other person, if it was not at any time previous to

Qmission
of the
. Eighth .

" ‘Sc¢hedule,

Omission
of the .
Ninth . -
Schedule,

Conse-
quential

- amend-

ments.
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) the date of such acqulsmon ‘owned by any person resldent ln,

India;

() “new machmery or plant” includes machmery or plant- 2

* which before its installation by the assessee was used outside. g

India by -any other person, 1f the following conditions are ful-
ﬁlled namely: -

(i) such- machmery or plant was not, at any time pre-‘ P

" vious ‘to the date of such 1nstal.latlon by t.be assessee, uaed ‘

in India;

(i) . such machmery or plant is unported mto India fmm N

- any country outside India; and

(m) no deductlon on account: of deprecnation in respect .
-~ of such machinery or -plant hag been allowed or . is allowable'

under the provisions of the Indian Income-fax Act, 1922 or

this Act.in computing the total income of any person for =
any period prior to the date of the installatmn of the machi- 5

mery or plant by ‘ohe assessee

®) in section 35,

1) in sub-sectlon (2),—

11661922,

@) in clause (iv), for the words brackets ﬁgures and -

letters “clauses #), (#),, (ita),. (m) and (iv) - of sub-section

“(I) or under sub-sectlon (14)”, the words, brackets and ’

figures “clause (n) of sub—eectlon (1)” shall be substltuted

. {#1) in clause (v), for the words brackets ~and ﬁgures_. »
“clauses @), (i) and (i) of sub-section - (1)”, the wotds,

 brackets and figures “clause (it) of sub-section' (1)" shall be'_ =

o substituted;

(2) 111 sub-Sectmn (ZB) in clause (c) for the words, brae& o

ets figures and letters “clauses (i), (ii), “(iid) and. (4f) of saba“

- section (1) or under sub-section (14)”, the words, brackets and
. ﬁgures “clause (u) of sub—sectxor\ n” shall he substltuted

(¢) in section 38, in sub section’ (2), for the words, breckem

figures and letters “clauses iy (u) {(#ia) and (iii) of sub-section (1)

- and sub-section (1A4)”, the words, brackets and figures “clause {@?)
-of sub-sectxon (N?” shall be subsntuted

(@) in section 55, in sub-section (1). _ _

() for the words and . ﬂgures “gections 48, 49 and 507, the-f

words and figures “sectioris 48 and 49” Shal] be wubsti‘tuted‘
(u) clause (a) shall be ormtted

(e) in section 57, in clause (i) —

: (i) the brackets ‘fighire and letter ’A‘ » shéll be on1itted’~

. - (it) for the words and ﬁgureq “sections 34 and 38", the W(mi
and ﬁgures “sectlon 38” shall be. substltuted

(f). in section 59, sub-sections (2) and (3) and the Explanatwn”

oo ~oceurring thereunder shall be onutted
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(g) in. sectmn 150, in the Exphmatzon below sub-section 44),

for the words, brackets and figures “Explana.tzon to clause (#i)- of - ‘

sub-section (1) of section 32”, the words, brackets, figures and letter

“Explanation below suo-sectlon (2) of sectmn 32A” shall be substl— .

- tated,

CHAPTER I

AMEN’DVIENT&, TO THE WEALm TAX ACT, ‘957

33. In section 18 of the Wealth-tax Act, 1957 (hereaftel in this Chap

' ter 1eferred to as the Wealth-tax Act), -

- (@) the words w1thout reasonable cause”, wherever they 00(.11!.
-~ shall be omitted;

(b) in sub-section (I),—

(i) after clause (iii) and before E:cplanatwn 1, the tollowing
pmv:so shall be’ mserted namely S

“Proyided that in-the cases referred to in clause (a) or

clausé (b), no penalty shall be imposable if the person proves.

© Amead--

ment of
section 18.

that there was reaspnab]e cause for. the fallure referred to tn o

“those .clauses. ”s

L {#) in E:cplanatzon 2,—

(1) 'in clause (B) for the word§ “not able to sxib_stan-

- tiate,”, the words “not able to substantiate and fails to prove

that such explanation is boha fide and that all' the -facts =
" relating to the saine and materiai to the computation of his.

. net wéalth’have been disclbs’éd by him,” shall be subsi-.

mted;
. (2) the provim ghall be omttted

(m) in Explanation 5, tor the partion beginning with the |
‘words- “unless such assets are recorded” and ending with the -

" words “before the sald date” the followmg shall be- substltuted
namely:— . .

“unless--; ‘
' (1) 'such assets are recorded'-—f

(l) in a case falling under clause (a), before
the date of the search; and .

~

(zz) in a case falling und clause (b), on or
before such date,

“in the books of account if any, wmaintained by him or

such assets are otherw1se dlsclosed to the Commlssioner
before the. sald date or -

(2) he, in the course of the search makes a statement‘ e

under sub-section. (4) of section. 37A that any money,
bullion, Jewellerv or other valuable -article or thing

found in his possession or under h;s control, forms part .

of hls net wealth which has not been chsclosed o far in
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his’ return of net wealth 'to be furmshed before the expiry‘ "
-of the time specified in sub-section (1) of section 14, and
also specxﬁes in the’‘statement the manner in which such
net wealth ‘has been acquired ‘and’ pays .the tax,
together with interes{ if any, 1n reSpect of such net

. wealth.”.
| Amend- 34, In section 18A of the Wealth-tax Act, in sub-section (2) —
. ment of . »
section (i) the words “, without reasonable cause,” shall be omitted
18A. :
, " (i) the followmg prowso shall be mserted at the end namely —_
“Provided that no penalty shall be imposable under thig
_ sub-section, if the ‘person proves that there was reasonable cause
' for the said fallure ? o "
* Amend- 35 In section 22B of the Wealth tax- Act— '
S P
|- :ﬁ;tno , » (a) in sub: sectmn (2), for the words “and two otner members”;
2B, the words “and as many Vice-Chairmen and other membérs as the
: Central Government thmks fit” shali be substltuted :
-~ (b) sub»secﬂnn (ZA) shall ‘Se ormtted
(c)_ in ‘suk-section (3),— _
(i) in the opening portion, after the word “Chairman”, the -
© word “, Vice-Chairmen” shall be inserted; -
(i) .in the ﬁrst proviso, after the word “Cha1rman” the Word.
~ “, Vice-Chalrman” shall- be inserted; S
(ut) the second prowso shall be. omltted
Amend-. 36-In sectlon 22D of the Wealth-tax Act sub-sectlon (5) shall be
ment o gmitted, :
section
22D, . :
‘Amend-f - 3. In section 22F of the Wealth- tax Act for snb-sectlon (5), the
,;;‘;;’gn‘.’fj fcllovwng stib- sectlons shall be substituted, namely —_ C
22 F “(5) The powers or functions of the Settlement Commlsswn may -
. be exercised or discharged by Bencheg constltuted by the Chalrman of
the Settlement Commission from amongst the members thereof.,

(6) A Bench constituted under sub-sectlon (5) sha_ll consist of
three members, one of whom shall® be the Chairman or a Vice- -
Chairman. . : ‘

. {7) The Settlement ‘Commission shall, subject to the provisions
of th1s Chapter, have power to regulate its own procedure - and the -
procedure of Benches thereof in all matters arising out of the

. exercise of its powers or of the dlscharge of its functions, including.
the places at which' the Benches shall’ hold their s1tt1ngs ”
',,Amjd-’t’ 38, In section 35EE of the Wealth-tax Act,—
ment of - ' T o
;‘;cggn R ’ (i) the words “, without reasonable cause or excuse, vhal} ba

omltted
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(u) the- follong prov1so sha11 Be 1hserted at the end namely —

"‘Prowded that ho .person. shall be - pumsnable under this -

- section if he proves that there was reasonable cause or excuse. for
the said failure.”, :

39. After section 35N of the Wealth- tax’ Amt the followiﬁg section

shall be inserted, namely: —

36-O. (1) In any prosecutwn for any offence. under this Act
which requires a culpable mental state on the part of the “actused, ‘

the court shall presume the existehce of such mental state but it
shall be a defence for the accused to prove the fact . that “he had
no such mental state with respect to the act charged as an offence
in that prosecution.

- Explanation— In’ this sub’-Secti‘on “ Culpable nietital state” in-

cludes intention, motlve or knowledge of a fact; or belief in, or reason

. 5to belleve, a fact.

(2) ‘For the purposes of this gection, 4 fact is ‘said to be prOVed"

only when the court believes it to exist -beyond reasonable doubt
and not merely when its ex1stence is established by a preponderence
* of probability.’.’
CHAPTER IV

AMENDMENTS TO THE Grm-rAx ACT 1958

18 of 1958, 40. In section 17 of the Gift-tax Act, 1958 (hereafter in th1s Chapter

referred to as the Glft-tax Act), in sub section (1),—

i) the words “w1thout Ieasonable cause”, wherever they occur
‘ shall be ‘omitted; s :

. () the followmg pr0V1so shall be mserted at the end namely e

“Provided that in the cases referred to in clause (a) or

clause (b), no penalty shall be imposable.if the person proves

that there was reasonable cause for ‘the fa:llure refeired to m
those clauses.” 8

41, In the Gifttax Act after sectlon 35C, the foll_owing section shall
be 1nserted namely — :

‘35D (1) In any prosecutlon for any offence under thxs Act«

which requires a culpable mental state on the part. of the accused,
~ the court shall presume the existence of such mental state but it
~ shall be a defence for the accused to prove the fact that he had no

such mental state with Trespect to the act charged as an offence in

- that prosecutxon ,

Eocplanat'zom —In thls sub-section, “dulpable mental shate” in-
cludes intention, motrve or knowledge of a fact or belief in, or reason
" to believe, a fact.
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of new
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(2) For the purposes of this sectlon, a fact is said to be proved
only when the court believes it to exist beyond’ reaSOnable doubt and -
‘not- merely when its emstenCP is estabhshed by a prepongj,¢rance of.

probablhty ?
. CHAPTER V
, MISCELMANEOUS
! e o o :
" Howsing 42 Notw‘irth_standi»ng anything contained in the Income.tax Act, 1961
and - or the Companies (Profits) Surtax Act 1964, the Housing and Urban
. g;zz‘;oh © Development Corporation Litd. (a Government company as defined in
rnent T section 61'7 of the Companms Ac‘r 1958) shall not be liable to pay any
Corpora. . -tax—-— . _ : :
“tion Ltd. . S : o ) : _ -
:to be - (@) on. its income for the previous year relevant to the assessment .
jzfmpt‘?d_ : . year commencing on the 1st-day of April, 1986 and for the four pxe_
»ceftaain ' kus years next followmg thatv prevmus year and ' ‘
period )
from (b) on chalgeable. profits for the prevmus years nelevant to
. liability- . - the ass=ssment years commenclng on the 1st day of Aprll 1986 and
fo pay “the lst day of Aprll 1987 : :
-, income- .
tax and )

“sugtax.

43 of 1961,

7 of 1964,

! of 1956. °



