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i THE TAXATION LAWS (AMENDMENT AND 

i qISCELLANEOUS PROVISONS) ACT;' 1986 

I 
. s 

No. 46 of 1986 
Y 

, , [loth Septm&ev$ 1986.1 

An Act furthbi to amend the Income-tax Act, 1961, the wealth-ta; 
Act, 1957, the Gift-tax Act, 1958 and to provide for 'exemption 
to a GoVernmellt company from Inc'omc-tax and''9urtax for a 
specified period. 

BE it enacted by Parliament 211 the Thirtyseventh Year of the R e p a b e  
~i!-~In&-as follo'ws: - 

CHAPTER I 
PRELIMINARY 

I. , ( I )  Act may be called the Taxation Laws (Ammdrknt and shod 
lk@&&dh&us Provisio,m) Act, 1986: title 

and 
(2) Save as otherwise provided in this Act, i t  ,dhltfirom&~lnto force corn- 

A ~ ~ ~ ~ D M E N T S  TO m a  I N C O ~ ~ A X  Am, 1961 

43 ef 1961. 2 In section 2 of the Incomp-tax Act,, 1961 (hereafter in this chaptkr *meEd- 
referred to as the Income-tax2, -after (10): the following clause of 

shall be inserted'with effect from the 1st day of April, 1988, namely:- section2. 

'(11) ''block of assets" means a group of assets Falling within a 
chiti& 'of assets, being buildings, machinery, plant or furniture, in 

I meet of which the same percentage of depreciation is prescribd;'. 

3. Tn' $ectioha 10 of the Income-tax Act, for clause (I 7) , the' following he- clla&& shall be substituted and shall be deemed to have been substituted . & 
with efEecti-from the -1st day of .April, 1986, -namely:.+- section 10. 

- "(17) any income by way of- 

(i) dai'ly allowance receivkcl py' any pefson by reason of Ma 
' membership of Parliament or of any State Legislature or of any 

Committee thereof; and 

(ii) ' a 1  othei. allowances xot exceeding nxpees twelve hund- 
redl'and fiftji'per mont.ki in  the aggregate'received by any person 
by reasoh %f his mehbership of Parliament or of any Commit-tee 
thereof, or all other"al1owances not exceeding rupees six hund- 
r&per month 'in the-aggregate received by any person by reason 
o P I W  membership pf any State Legi~lat~we or a'ny Committee 
thereof, whi'ch thk Central Gbkrnme'ht hay; by notification in 
the ~ ~ a ~ ~ g a 2 e t t 6 ,  :Sp&ifyi.in this ' beha1f;"f 
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4. 1 1  section 1QA of the Incometas Act, with effect f~oin the 1st day 
of April,, 1987,- : !  

(a) for sub-section (3), the following sub-section shall be subs- 
tituted, namely: - \ 

"(3) Th profits and gains referred to in sub-section (I) 
Wl not be included in the total income of the assessee! in M- 

pd.i of any five consecutive assessment years, falling within c i  1 

pnsiod of eight years beginning with the assessment year rde- ' 
vant to the previous year in which the industrial u~l&ertaklslg 
b g h s  to manufacture or prodt~ce articles or things, specified by 

I .' 
f&e assessee at his option: 

Pxovidd that nothing in this sub-section shall be construed 
to extend the aforesaid five aj%ssrnent years to cover any perioa 
after the expiry of the said period of eight years."; 

t,. 

( b )  i+n sub-section (7), the words "for the initjal assessment 
year" shall be omitted; 

(c )  in the Explnn$im occurling at t.he end, for 'clause (Ci) ,- the 
Following clause shall be substituted, namely:- 

< I '(%) ''r61evant assessment years" means the five comtiw 
&sswstnent years specified by the assessee at his option under 
6 u h c b i o n  (3).'. , ~ - 

5. In section 32 of the I n c ~ m e ~ t a x  Act, with effect frmn the 1st day of 
, 

April, 1988,- . -  "*l@ 

(I) in sub-section ( I )  ,- r 1 

(a) clause (i) shzll be omitted; I 

9 

(b) in clause (ii) ,- 

(f)  for tkie opening paragraph, the follo+ng shall 6 e  
substituted, namely: -- 

"ih. the case of any block of assets, such p&xentage 
on1 the written down value thereof as may be prescribed:": 

(ii) in the second proviso, the words, brackets and 
t fimres "or clause (iii)" shall be omitted; 

'-..uc. 

(iii) after the sec~nd proviso, the tollowing Ezplann%mu 
shall be inserted, namely: - 

, 'Explamtio~z I.-Whew the business or profassicw, sf  
the assessee is carried on i'n a building nof owned by him 
but in respect of which the assessee holds a lease m tither 
right of occupancy and any capital e.qen&tture is incurred 
by the asseee fur the ;,urpc-ses of the business ;or prof&- 
don on the construction of any structure or doing of any 
work in or in relation to and by way of renovation or 
extension of, or improveqent to, the building, then, the 
pvfsions of this clause shall apply as If the%said s t m e -  
tare or work is a buildlng owned by the assessee. 
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i " ,  
. Explanation, 2.-For the purposes of this clause 
"written down-value of the block of assetcs" &$I have 
the same meaning as in clause ( c )  of sub-section (6) of '  

1 section 43;'; 

I 
I (c) clauses (iia), (iii), (iv), (v) and (vi) shall be omitted; 

1 (2) sub-section (.I A) shall be omitted; 
I (3), in sub-section ( 2 ) ,  for the words. brackets, figures and 
, letters "w~der &use (i) or c l aw  (ii) or clause (iia) or c l a w  (iv) 

or clause (v) or clause (vi) of sub-seetion (1) or under clause :(i). of 
subsection (lA)", h e  words, brackets k d  figures "under daw 
(ii) of sub-seciion (1)" shall be substituted. . 

6. In section 34 of the Income-tax Act, sub-sections (I) and (2) shall -&- 
be omitted with effect from the 1st day o£ April, 1988. men1 of 

Y section 34. 
7. In section 41 of the Income-tax Act, with effect from the 1st day Amend- 

of April, 1988,- , : & : + -  , %*%, $& si23 % ment of 
section 

(a) subsections (2 )  and (2A) and the EqEeinatioozs. thereunder 41, 
shall be omitted; 

( b )  in sub-section (4), for the Expln?zntioq the following Expla- 
nation shall be substituted, narr1ely:- 

'Explta.nation.-For the purposes of sub-see tion (3),- 

P (1) '.moneys payable" in w & t  of any build-, Ima- 
0 

chinery, plant or furnitu-re includee- 

(a) any insuran~e,, salvage or compensation mpneys 
J 

e2 

. . 
- payable in aespect, thereof; 

(b) where the building, machine~y, plant or furni- 
ture is mid, the price ;or which i t  is sold, 

so, however, that where the actual ccst of a motor car b, 
in accorda~ce with the proviso to clause (1) of s&iora 43# 
taken to be twenty-five thousaid rupee, '  the monep p y -  
able in respa t  of such mstor car shall bs taken toi' be a sum 
which 'mars to the amswt .for which, the m ~ t a r  car is  sofd or, 
as the case may be, the amount of any inswance, sdvage or 
cnmpensatio~ moneys payabie in respwl the~eof,, including 
the amount of scrap value if any) the same praprtion as the 
amount of twenty-five thousand ru+es bars to the actual 
cost of the motor car to Ilze assessee as it would have h e n  
computed before applying the said proviso; 

(2) ''sold" includes a transfer by way of exchange or 
a conlpulsory acquisition u n d a  m y  law for the the being 
in force but does not inclctde a. transfer, in a scheme of 
amalgamation, of any asset by the amalgamating company, 
to the amalgamated comptiny where the amalgamat~d, corn- 
pany is an Indian company.'; 

Ic) in sub-seetion (5), the words, brackets, figures ' and 1etGx' 
I "mb-sectioli. (21, subseetian (2A) ," shall be ~Ynftlad, 
I 

I .- 
I 
1 
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Amend- f?7,Jbse~ion..433 oLAh.eJncoma~tax. Act, witheeffect from the 1st b y  ' 
ment of of &fil,a&~8&-- 
seciion 
43. 

< \ 
(i) in clause (1) ,- I 

(a) .in.Eqlpnution I ,  for .the words, brackets, figures and 
letter "clause (i); clause (ib) or clause (iii) of sub-section (I) 
or sub-seetian (IA)", the words brackets and figures "clause (ii) 
<of +.sub-sect.ion (1) " shall be substituted; 

I 

I 
I (b) for ExplunaGon 2, the following Explanatioa shall .be 
i subtituted, namely: - 
i '~xplanation 2.-Where , ,an -*set is a c ~ u k e d .  byL. thg-as- 

. sessee by way of gift or inheritance, the actual cost of the 

i asset to the assessee shall be the, actual cost. to .the previous 
owner, as reduc~d by- . . 

I (a) the amount of depreciation actually allo-wed 

I under this Act and the corresponding provisions. of the 
I Indian Incon~e-tax Abt,, 19122 in respect of any previous 

- year, relev,ant, to $he ,ssssssessment:-year. cong-qndng? before - 
a1 ~f iaaa 

the 1st day qf April, 1988; and 
I 

( b )  the amount of depreciation that would *kave - 
been allowable to the a,ssessSe for any assessment year 
commencing on or after the 1st day.of April, '1988, as kf. . 

4 ,!$he (aset ,  , ,was the ~ n l y  8,sset in the, r.devm% Mock of 
assets.'; 

s. 

( t )  for Explanation 4, the £ollwl:ng ,qxplination shall ' b -4 

substitued, namely: 
'k 

"Explanation 4.-Wherq any asset, which Gad once belong- 
ed to the assessee and had been used by him for the purposes 
of his business or ~prolfcssion and-thereafter ceased to be hi3 
property by reasonx of transfer or . othenvise, is re-acquired , 

by him, the actual cost to ,the. assessee.,slgill ,be-- 

(i) the aotual cost to him*when-he.:firp% acquired the 
asset. as reducec+,by- . , 

(a) the amount of 4eprecia.tion actually allowed 
. b him .under this Act or under the . corresponding 
provisions of the Indian Income-tax Act, 1922 in 11 sf 19s. 
respect of any previous year relevant to the assess- 
ment year commencing b e f ~ r e  the 1st day of April, 
1988; and 

* {b) the amount of- depreciation that would have 
been allowable tso the assessee for any assessment 
year commencing an o r  after the  1st day of April, 
1988, as if the asset was the only asset in ths re19 
vant block of assets; or 

(ii) ,the. acktial price for which the.asket is re-acquir- 
ed by him, . 

whiqbever is- less,"; 
". , w .  
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(ii), in clause ( 6 )  ,- *; .( g4 I! 
I 

(a) after the proviso, the iollowing clause shall be insert@, 1 : . 
namely: - . I & ?  st*o 

I 
i " ( c )  m the case of any biock of assets,-- 

\ . *  ( i )  in respect of any previous year relevant to the 
assessment year commencing on the, 1st day of April, 
1988, the aggregate of the wrltten down values of all the 

, a8sets falling within that block of assets at the beginning * 

of the previous year and adjusted9-- 

(A1 by the increase bx the actual costs 02 any 
asset falling within that Mock, acquired during the 
previous yea?; and I 

( B )  by the reduction of the moneys payablc in 
respect of any asset falling within that block, 'which 
is sold or discarded or _ demolished or destroyed 
during that previous year together with the, amount 
of the scqap value, if any, so, however, that the 
amount of such seduction does not exceed the writ- 
ten down value as so increased; and 

(ii) in respect of any previous year relevant to the 
assessment year co&encing on or after the 1st day of - 

. April, 1989, t$he, written dows value of * that block of 
assets in the immediately preceding previous year as 

2r 
: reduced ,by the depreciation actually allowed in respect 
of that block of assets in relation to the said preceding 
previous year apd as further adjusted by .the increase or 
the reduction referred b in item (i).''; 

I .  

(b) in Explanatio?~ 1, for tjne words "any asset", the words 
."any asset or any bl.0~1~ of assets" shall be substituted; 

(c) for ~ q ~ d n a t i o n s  2 and 2A, the following Explanatiw .. . shsli be substituted, namely:- 
"Eqluna t ion  2.--Where in any previous year, any 

- block of assets is transferred, 

3 , I  (a) by a holding company to its subsidiary company 
or by a subsidiary company t6 its holding company and 
the conditions of clause (iv) or7 as the case may be, of 
clause (v) of section 47 ere satisfied; or - 

(b) by the amalgamating company to the, amalga- 
mated company in a scheme of amalgamation, and the 
amalgamated company is an Indian company, 

then, ilo,twithstanding anything contained in clause ( I ) ,  the 
actual. cast of the blokk of assets in the case of the transfer- 
ccmpz~y or. the amalgarfiated z o m ~ ~ y ,  -as the case h a y  b, 

.-.shall .be the wdtten dolwn. value of. the block-of asests . -.=.in 
the case of the transferor c v ~ ~ $ a n ~  ex the amalgamating 

L company for t h e  immediately preceding previous year as 

reduced by the amoulnt (;f depreciation actually allowed in 
~dat~iion to the said precedil~g previous year.";. / - .  

h a  
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( d )  after Explaation -3, the following E $ ~ ~ u c ~ @ z  &aJl b 
inserted, namely: - 

'Explanation 4.-For the pw-s of this' clause, the 
expressions "moneys payable'' and "sold" shall have the w e  
meanings as in the Explanafioz below sub-section (4) of 
section 41.'. 

I Sobatitu. 9. For section 50 of the Income-tax Act, the following =tioil shall be , 

I 'On substituted with effect rrom the 1st day of April, 1988, namely:- new 
sccrion 

for , 
section 50. 

I Special "50. Notwithstanding anything contained in c l a w  (42A) of aec* ' 
provision 
for compu- tion 2, where the capital asset is an asset forming part of a blaek of 

! 
tation assets in respect of which depreciation has been allowed mder this 

I of Act or under the Indian Income-tax Act,, 1922, the provisions of SS- 11 ef 19%. 
I capital tions 48 and 49 shall k subject to the fallowing modifications:- 

gains 
in case (1) where the hll value of t h e  consideration received or of depre- 
ciable acquiring as a result of the transfer of the asset together with the 

ae4ets. full value of such consideration receivd or accruing as a result 
of the transfer of any other capital asset falling within the bZc& 
of assets during the previous year, exceeds the aggregate sf tihe 

1 

fallowing amounts, namely: - 
(4) expenditwe incurred wholly md e x d u ~ y  in a m  

neetion with such Itra2sfer or transfers; 
P 

(ii) the written down value of the b1oc.k of assets at the 
beginning of the previous year; and 

(iii) the actual cost of any asset falling wjthin the blwk 
of assets acquired durjng the previous gear, 

such excess shall be deemed lo be the capital gains arishg from 
the transfer of short-term capital assets; 

(2) whke any block of aSs& ceases to exist as such, fbr 
t Ule reason that, all the assets in that block are transf.eaeCi during @ 

the previous year, the cost of acquisition of the Mock of aseta , 
shall be the written down value of the block of assets at the 
'beginning of the previous year, as increased by the actual, c a t  of 

d 

any asset falling within that Mock 3f assets acquired by the 
gssessee: during the previous gear and the income rewived or 
Accruing as a result of such transfer or transfers shall be deemed - 

to be the cspital gains arising from b e  transfer of short-term 
capital assets.". , "  

10. In section 8OEH of @e Income-tax Act, for  the Eqlenation beln\at h e e d .  ,,, Gf rub-section (lo),  the following sub-section 8haJ.l be substitutd, nmdy:-- 
wciion 
BBUB ' (11)  For the purposes of this section, "backward area"  news 

such arcu as the Central Government may, having regard to the stage 
d dmelopme'nt of tha t  area, by notifleation in the Offkid Gwetbt 
specify In thla behalf: s * .- .. 1 



11. In section 80HHC of the Income-tax Act, with effect from the ~~- 
I S ~  day of A~ri l ,  1987,- ! 

4 ment of 
section 

f 

1 (a) in subksection ( I ) ,  for the portion beginning with the wards ' o ~ ~ ~  
"deduction !of an amount" and ending with the 'words "Provided 
that", the following shall be substituted, namely:--. 

Provided that any notification under this eub-&~tion may be 
bued so as to have retrospective effect to a date not earlier than 
the 1st day of April, 1983.'. : 

"deduction equal to the aggregate of- 

(a) four per cent. of the net foreign exchange realis&- 
tion; and 

(b) fifty per cent.. of so much of the ~rofi ts  derived by tbe 
assessee from the export of such goods or merchandise a8 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 expa* 
of such goods or merchandise: 

Provided further thatH; 

(b) after sub-stction (3) and kefo~e the Ea.$@tatlorn, the fol1ow- 
b g  sub-section shall be inserted, namely:-- 

"(4) %,e deduction under sub-sectlon (1) shall not lie 
admissible unless the assepsee furnishes in the pescribed form, 
along with +he r d u r ! ~  of income, the report of sn  accountant, 
as defined in the E.qlanatim below sub-section (2)' 04 section 
288, certifying that the dedtlction hns been .correctly claimed on * 
the basis of the amount of net forein@ exchange realisation a8 
determined in accorclance with f i e  Tm~ort and Rxport Policy 

a of the Government of Tr,d.ia for the relevant period."; 

(c) after clause ( b )  of the E,rplanat;on. the follo.uving c l a ~ ~ s e   hail 
bc" inserted, namely:-- 

'(c) "net fo re iq  exchange r~c?!isaVon" nwans the total free 
q on board value of exports out of India of goods svt? merchandise 

to which this s&ction applies as r e d ~ ~ c c d  .bv the aqpeqate of the 
m&, insurance and freight value of all categories of import 
Ifcences, to  6.e issued by the Chief ControlTzr of' Tnlports and 
Exports, Governlnent of Tndia. to which the assessee is entitled 
during the previous year, either against export obligat!on or 
against export5 as replenishments.'. 

22. In section 139 of the Income-tax Ad,- Amend- 
ment of '(a) in sub-section (3),  for the portion beginning with the words ,,,ion 

"suit%in such fii~irtn~r time9 and ending with the words "in his discre- 139. 
tian, allow". the following shall be substituted with effect from the  

I 1st day of A p ~ i l ,  1987, namely:- 

I" 
Ubg the thirty-first day of JuI? ofbthe assessment year relevant 

I to the previona year d&g whf~h the 'loas was sustabned"; 
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C 

@),.after sub-~ction ( 9 ) ,  -the following sub-seetion sh& be imert- ; 
eddnd shall be deemed to have been inserted with effe'cbrfrdmtt& 1st 
day of ~ G r i l ,  1986, namely: - , ,' 

I 

''(10) Notwithstsnding anything contained in any otheh pro- , 
vision of this Act, a return of income which shovrs the total , 
income below .the maximum amount which is not chargeable to _ ~ R X  shall be deemed never to have been furnished: 

I Provided that nothing hereinbefore ' contained shalj-, am1 J 

(a) a return furnished in response to a notice under sub 
section (2) or section 148; 

* 

I ( b )  a return of a partner of .a A m ;  

I 

1 
(c) a return of a person who has claimed exemption of 

income from property'helcl for charitable or religious purd 
- poses; 

I 
1 ( d )  a return of loss -which has been furnislied before the - 

thirty-first day of July of the assessment .year relevant to 
I 
1 the previous year during which the loss was sustained; 
I I 

(e) a return furhished u.nder. sub-section (4B3. in respect 
of a political party; and , I 

i 

(f) .a return furnished in support of a claim POP refund . . 

under section 237.". 

Amend- ' . - k3. In section 220 of the Income-tax Act;in sub-section (2A) ,- 
ment of w 

section (a) sin thexopening portion, for the words "the Bn&rd-mayw-and 
220. "on the recommendation made by t l ~ e  Commissioner in thjs behalf, it 

is satisfiei3'), the words "the Co~l?rissioae~- mqy" 2nd "he is satisfied" C 

shall, respectively, be substituted .ivith effect from the 1st day of 
April, 1987; i .-, 

'X 

(b) for the words "interest payable b r  an assessee", "would cause 
genuine hardship" and "interest was pavable", the words "interest 

4 paid or payable bv an assessee", "has &used gr would cause genuine 
hatdship9' and "interest has been paid or was nayable" shall. respecti- 
vely, be substituted and shall be deemed to have been substituted 
with effect from the 1st day of October, 1984. 

Amend- 14.- Tn section 221 of the Income-tax Act, in sub-section (I), far the 
ment second proviso, the following proviso shall be substituted, namely:- 
of section 
221. 'Prodded further that where t h ~  asscssee proves t o  the satisfac- 

M a n  of the Income-tax Offlcer that t'?e riefalllt was for good and 
sumcient reagons, no penalty shall he levied under this section.". 

Amend- 15. In section 2433 of the Income-tax Act,-- 
ment 

of section -(a)' in sub-s~r.t,ion (2), for the words "and two other members", 
1 C B A  th8nwords "and as man? :vice-chairhen and other inembers as the 

Gefi.trQ C h v m e n t  thlrl%~> Atn%halll be substitdfd; 
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(b) subseCe90n (2Aj ahall be omit$+; 

(e) In mhection (3) ,- 
(i) in the opening portion, after the word "Chairman", $he 

word I Vi-Chafrmen" shall be inserted; j 

(ii) in the first proviso, after the .v:orci "Chairman", tha 
worc! ", Vice-C%a;Lrmmn shall be inserted; 

1 (iii) the second proviso shall be omitied. 
! 

188. In s d - o n  24510 of the Income-tax Act, sub-section (51 -shall b~ h e a d -  
~rnitted. m w  

of ,iecfiona 
2451). 

17. In section 2466 of the ~ncome-tax Act, for sub-aectfon (5), the fol- knend- 

tow4ng subse&ions shall be substituted, namely : - ment of 
section 

(5) The powers of aulctiom of the Settlement Co-m may 2"5". 
*. 

be exercised or discharged by Benches constituted by the Chairman 
of the Sett1"ement Commission from a~mongst the members thereof. 

(6) ,A Bench comtituted under sub-section ($1 shall consist of 
three members, one of whom shall be tbe Chairman or a Vice- 
Chairman. 

(7) The Wa,at Co-esion shall, subjet  to the:provddonrrr 
of this Chapter, habe power to regulate its own procedure and the '. 
procedur~, <if Benehe! thereof in all matters wisiag out of the emr- 
&s of 1 % ~  powem or 01 the discharge of its hct iona,  inclttdiag the 
places at which the Benches shall hold their sittings.". 

I& In B B C ~ ~ I  270 of the Xnaome-tax Act, the words "without reason- h ~ m d -  

@Me ertc~se '~ shall be omitted. inat of - . section 
270. , 

$9. In section 271 of the Income-tax Act, in-sub-sdon (11,- Amend- I 

ment CYf . 
as - (a) the words "without reasoqble cause", wherever they occur, setion 

shall be omitted; 271. , 

( b )  in Ezpknafion 1,- 

. (i) in clause (B), for the words "not able to substantiate,", 
the words "not able to substantiate and faik to prove that such 
explanation is bona fide and that all the facts relating to the 
and material td the computation of  his total income have been 
disclosed by him," shall be substituted; 

(ii) the proviso shall be omitted; 

. (c) in Explanation 5, for the portion beginning with the words 
"umiless euch iucorne is" and ending with the war* L'bbefore.the said 
dak", the following shall be substituted, namely:-- 

"mbise,- 
, . 

(1) euch income is: or the transactions resulting'in skch 
\ .  hcome are recorded,-- 

% . <  % ' (i)  In case faUng undn: c1.ause (a), before the date 
. I I ,qf the search; a ~ d  > .  , . ' . , 

* .  >, ~ 
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(ti) in a case falling mder  Mause (b), on or before 
such date, . 

in the books of account, if any, maintained by him for any 
source of income or such income is otheMse disclosed to the 
C o ~ s i o n e r  before the said date; or 

(2) he, in the cowse oi the rearch, make8 a statement 
under sub-section (4) 02 section 132 that any money, bull~on, 
j e w e l l q  or other valuable article O r  thing found in his pos- 
session or undei his control, has been acquired out of his in- 
come whic5 has not been disclosed so far in his return of 
income to be furnished before the expiry of time specified in 
clause (a) or clause ( b )  of sub-section (fi of section 139, and 
also ,specifies in the statement the manner in which such 
b~we hw been derived and pays the tax, together with 
interest if any, in respect of such income.". 

I Amend- . 2@. In section 271A of the Income-tax Act, the words ", without reaon- 
ment of ' able cause," shall be omitted. ' 
section 
271A. 

Amend- 31, Inseetion 271B of the I n c o r n ~ h x  Act, the words ",'without reason- 
mene able cause," shall be omfttd. - 

section , , i 
271B. 

Amend- . 22. In section 2728 of the Income* Ad, fi mblsectfon ( Z ) ,  the 
merit . wor& without reasonable cause or excuse," shall be odtted.  

s~clion 
272~. 

Amend- 2% b~ section Z'R2AA of the h~om&trix A&, fn . ~ u b - d o f l  (11, the 
merit Of words ", without reasonable cause," be omitted. section 
272A.A. 

Amend- 24. In section 272B of the Income-tax Act, in sub-section ( l ) ,  the ' %+ 
mr-1 ...--. of words ", without reasqnable cause," shali be omitted. 
section 
272B. 

, Amend- . a5.*In seatfon 273 of the Income-tax Act, the words "without reason- ' 

ment of able cause", wherever they. OCW, shal be omitted. - ' 
section I 

273, 

Inser- 2% After kction 273A of the Income-tax Act, the following wtim 
tion or shaU be inserted, namely:- 
.rim 
section 
273B. 

Penalty "273B. Notwithstanding anything coritained in the provisions of 
not to section 270, clause (a) or clause ( b )  of sub-seetion ( 1 )  of section 271, . 
be im- section 271A, section 271B, sub-section (2) of section 272A, sub-section 
posed la 
certain '(1) d section 272AA, sub-section (1) of section 272B or clause @x 
cases: sf subsection (1) or clause ( b )  or clause ( c )  of sub-section (2) of sec- 

kina 273, no penalty shall be imposable on the person or the assessee, , 
as the case may be, for any failure referred to in the said provisions 
'if he proves that there was reasonable cause for the said failure.". 
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27. In sections 276A, 276Al3, 276% 276DD and 2763, the ,words Amend- 
.", without reasonable cause or excuse," shall be omitted. ment of 

sectiod 
t 276A, 

276AB, 

I 276B. 

I 276DD 
and 

. 276% 

9 28. After section 278A of the Income-tax Act, th,e following section Insertion 

sh~I1 be inserted, namely:- of new 
section 
278AA. 

"278AA. Notwithstanding anything contained in the provi&rts Punish- 
of section 276A, section 276AB, section 276B, section 276DD or sec- ment 

n d  tion 276E, no person shall be punishable for any'failure referred to 
fabe in the said provisions if he proves that there was reasonable c a m  

for such failure.". in certain - . . 
3" . . cases. 

29. In the Income-tax Act,' after section 278D, the followhg section Jnser- 
ahall be inserted, namely:- tlon of 

k - new 
section 
2783. 

'2783. (1) In any prosecution for any offence under this Act which . Presum- 
requires a culpable mental state on the part of the accused, the court ption 
shall presume theexistence of such mental ' state but it shall be a \ g z 1 p -  

defence for the accused to prove the fact that he had no such mental mental 
state with respect to the act charged as an offence in that prosecution. state. 

Explanation.-In this sub-section, "culpable mental state" in- 
cludes intention, motive ar  knowledge of a fact, or belief in, or rea- 
son to believe, a fact. ' 

(2) For the purposes of this section, a fact is said to be p r o d  
only when the court believes it to exist beyond reasonable doubt and 
not merely when its existence is established by a preponderance of 

- probability.'. 

30. In the Income-tax Act, the Eighth Schedule shall-be omitted md omission 
p. shall be deemed to have been omitted with effect from the 1st day of of the 

April, 1984. Eighth 
Schedule. 

31. In the Incomestax Act, the Ninth Schedule shall be omitted with Omission 

effect from the 1st day of April, 1988. '4. of the 
Ninth 
Schedule. 

32. The*following amendments (being amendments of a consequential Cn~?se- 
nature) shall be made in the Incornstax Act with effect from the 1st &y suential 

of April, 1988, namely:- amend- , 

ments . 
(a) in section 32A, in sub-section ( 2 ) ,  in the Explanation, for 

clause (I), the following clause shall be substituted, namely:- 

' ( I )  (a) "new ship" or ''new'aircraft" includes a ship or air-+ 
&aft which before the date of acquisition by the assessee waa 
used by any other person, if it was not at any time previous to 



. 
P 

  ax at ion Laws (Amendment and Miscellaneozls [ACT & 
1100 Provision3 

the date of sirch acquisition owned by any person ,resident h, 
India; 

(b) "new machinery or plant" includes machinery m plant 1 

which before its. installation by the assessee was used outside 
India by -any other person, if the following conditions are fPla- 
filled, namely:- 

I 
i (i) such rnac'hinery or plant was not, at any time pre- 
I 

i 
- vious to the date of such installation by the assessee, wed e 

l 
I 

in India; 

(5i) .suchmachinery or plant is imported into India 
any country outside India; and 

(iii) no deduction on account ' of depredation in resp&B + 
. 

of such machinery or plant has been allowed or is allowable 
1 
I .  

under the provisions of the Indian Income-tax Ad, 1%2 cxr 11 ~si 1922. ' 
this Act-in computifig the total income of any person for ' 
m y  period prior to the date of. the installation of the machi- 
nery or plant by bhe assessee.'; -- 

(b )  in section 36,- . 

(1) in sub-section (2) ,- 
(i) in clause (iv). for t'ne words, brackets, figures arid 

letters "clauses (i), (ii), , (iia) , (iii) ,and (iv) of s u b a ~ o n '  
, 

( d )  or under sub-section (lA)", the words, brackets gad I 

fi&es "clause (ii) of sub-section (I)" shall be substitut&; 

(ii) im clause (v), for the words, brackets and figures 
"clauses (i), (ii) and (iii) of sub-section-(1)", the W D ~ ; & ~  

brackets and figures "clause (ii) of sub-section (1)  '' shsl~g. @ 
substituted; 

(2) in subsection (ZB), In clause (c), for the words brae& 
ets, figures and letters "clauses (i) , (ii) , ' (iia) md . (iii) of BU& 
section (1) or undcr sub-section (IA)", th;? words, bracket  mk 

b figures "clause (ii) of sub-seetiorb (1) ' '  shall be substltuM; .- 
(c) in section 38, in sub-section (2 ) ,  for the .words, hrwktz%r, 

figures and letters "clauses ( i ) ,  (ii), (iia) and (iii) of sub-section ( 1 )  
and sub-section (IA)", the words, brackets and figures "clause $fZ) 

. aP sub-iection (I)  " shall be substituted; 
, . 

( d )  in section 58, in sub-section ( 1 )  ,- 

(i) f a  the words and flgmes "section~~ 48, 49 and 50", the 
words and figures "sections 48 and 49" shall be 3u)3;3tJtuted; 

(ii) clause (a) shall be omitted; / 

(e) in section 57, in clause (ii) - 

(i) the brackets, 6&re and letter ", (!A)" shall be omitteeE; 

: r 
(ii) for the words and figures "sections 34 anp'38"' the word \ 

and figures "section 38" shall be substituted; 

(f) in section 59, subb-sections (2) and (3) and, the Eqlanatisn, 
occurring thereunder shall be omitied; 
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t 
* Provisions) - , 

(g )  in sectio~l 155, in the Exptanation below sub-section (4A), 
, for the w o r a  brackets and figures "Eqlamtion to clause (ari). of 

I I ,  

sub-sectlon (1) of section 32", the words, brackets, figxes and letter 
'!Explanation below sub-section '(2) of section 32A" shall be subti- 

I toted, 
I 

CHAPTER 111 ' a 

I 

I 27 of 1957. 33. In section 18 of the Wealth-tax Act, 1957, (hereafter in this Chap- ~ ~ e i l d -  

ter referred to as  the Wealthtax Act),- mea: of 
section 18. 

(a) the words ?without reasonable cause", wherever they oecw, 
s11J1 be omitted; 

(b) in subsection (I) ,- 
(i) after clause (iii) and before Ernlanation 1, th$ fallowing 

proviso shall be inserted, namely:- 

"Frocrided that in the cases refersea to in clause (a) or 
clause (b), no penalty shall be imposable if the person proven 
that these was reasonable cause for. the failure seft?r.md to dn 
those cl8uses."; 

(ii) in Explanation 2,- 

(I) 'in clause (B), for the w ~ r d s  "not able to subgtaa- 
, ,  tiate,", the words "not able to substantiate and fails to prove 

that such explanation is bo5a fide and tha t  d1 the h t s  . 
' relating to the saine and makrlrni to the twmputation of his2 

net wealth have been disclosed by him," shall br~  n~berld- 
mtd;  

I (2) the psovfsb shall be omitted; 

(iii) in Explanation 5, for the portion beginning with the 
words "unless such assets are recorded" ar,d ending with the 
worda "before the said"date", the following shall be substituted, 

I namely: - 
"unless--, 

(I) such assets are recorded,- 

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

(ii) in a case falling under clause ( b ) ,  on or 
before such date, 

-in the books of account, if  any, maintained by him or 
such assets are otherwise disclosed to the Commissioner 
before the said date; or 

'i 
(2) he, in the course of the search, makes-e statement 

under sub-section (4) of section 378 that any money, 
bullion, jewellery or other, valuable article or thing 
found in his possession or under his control, foms  part \ 

of his net wealth which has not been disclosed so far in 
. . 
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l e '  I 

I 
1 

I Amend- 

! merit of 
section 

his return of net wealth to,be furnished before tlie expiry 
of the time specifled in sub-section (1) of section 14, and 
also specifies in the statement the manner in which such . 
net wealth has bees acquired an'd pays _the tax, 
together with interes: if any, in respect of such net 
wealth. ". 

34. In section 18A of the Wealth-tax Act, in sub-section (2),- 

(i) the w o r b  ", without reasonable cause," shall be omitted; 
18A. 

(ii) the following proviso shall be inserted at the end, namely:- 
. . 

"Provided that no penalty ,shaIl be imposable under this 
sub-section, if the person proves that there was reaso,nable cause 
for the said failure.". 

, . 
Amend. 35. In section 22B sf the Wealth-tax Act,- 
ment of 

, sectior~ (a) in sub-section (2). for the words "and two other members", 
22B. the words "and as many Vice-Chairmen and other members as fie 

Central ~Gdvernment thinks fit" shas be substituted; 

( b )  sub-sectlnn (2A) shall be omitted; 

(c) in sut-section (3) ,- 
(i) in the opening portion, after the word "Chairman", the 

word ", Vice-Chairmen" shall be inserted; 
1 

(5) in tke first proviso, after the word "Chairman", the word 
", Vice-Chairman" shall be inserted; 

( 6 2 )  the second proviso shall be omitted. 

Amend- 
. mmt 0% 

section 
22D. 

Amend- 
ment of 
section 
22 F. 

, 36. In section 22D of the Wealth-tax Act, sub-section ( 5 )  ahall be 
omitted. 

37. In section 223' of the Wealth-tax Act, for ~ub~section (S), the 
fcllowing sub-sections shall be substituted, namely:- 

" (5) The powers or functions of the Settlement Commission may 
be exercised or discharged by Benches constituted by the Chairman of 
the Settlement Commission from amongst the members thereof. 

. (6) A Bench constituted under sub-section (5) shall consist of 
three members, one of whom shall" be the Chairman or a'vi- 
Chairman. 

, (7) The Settlement Commission shall, subject to the provisions 
of this Chapter, have power to regulatb its own procedure and the 
procedure of- Benches thereof in all matters arising out of tha 
exercise of its powers o r  of the discharge of its functi,ons, including 
the places at which the Benches shall hold their sittings.". 

Amend- 38. In section 35EE of the Wealth-tax Act,- 
ment of 
section (C) the words ", without reasonable cause or excuw," vhr lY  Ba 
35EE. omitted; 
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: (ii) the Pollovttirig proviso sh& be ihsePted at the .end, ~ a i n e l y  : - 
t - "Provided that no .person shall be punisinable under this 

section if he proves that there was reiasonablci cause or excuse for 
1 the said failure.", 
i 
i 39. After section 351N olf the Wealth-tax Act, the following section 

, dhall be i'merted, namely:: - 
- I 

I 
t 

'36-0. (1) In any prosecution for any offence, under this Act 
which requires a culpable mental state on the part ~f the -accrised, 
the court shall presume the existence of such mental &ate 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 oharged as an offence 
in that prosecution. 

I Explanation.- In this sub-sectibh, " culpable wehtal: state" in- 
clud& intention, motive omr knowlee of a fact, o r  belief in, or reason 
to believe, a fact. 

, (2) For the, pusposes df this section, a fact is said to be proved 
onIy when the court believes it to exist beyohd reasonable doQbt 
and not merely when its existence is established by a preponderence 

- of probability.'. 

CHAPTER IV  

A I ~ N D M E N T S  T O  THE GIFT-TAX ACT, 1958 

18 of i958. 40. In section 17 of the Gift-tax Act, 1958 (hereafter in this Chapter 
referred to as the Gift-tax Act), in sub-section (I),- 

-(i) the words ,"without reasonable cause", wherever they occur, 
shall be omitted; 

(5i) the following proviso shall be inserted at the end, namely:- 

"Provided that in the cases referred' to in clause ( a )  or 
clause (b),  a o  penalty shall be impsable if the person proves 
that there was reasonable cause for the failure referred to in 
thlose clauses.". 

41. In the Gift-tax Act, after section 35C, the following section shall 
be insexted, namely: - 

'35D. (1) In any prosecution for any offence under tbii Act 
which requires a culpable mental state on the part of the amused, 
the oourt shall presume the existence of such Uental 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 i'n 
that prosecution. 

Exp1anaCim.-In this sub-section, "dulpable mental state" in- 
cludes intention, motive or knowledge of a fact, or belief i'n, or reason 
to believe, a fact. 

Insertion 
of new 
s e c l i c ~  
35-0. 

Presutap. 
tion as to 
culpable 
mental 
state. 

.Amend- . 
n~i.nt of 
eection 
-17. 

Inrertion : 
of new 
rection 
35D. 

Presump- 
!i3n 8s 16 

culpable 
mental 
state. 



(2 )  For the purposes of this section, a fact is said to be proved 
only when the court believes it to exist beyond reasdnabk dbubt and 
not merely when its e,xistence is established by a prepr~nderdnce of I 

probability.'. 

CHAPTER V 

MISCELL~NEOUS 
'I .. d 

Housing 42. Notwithstanding anything contained in the Inqome-tax Act, 1961 43 of 196,. 
, and , 

U r b a ~ ~  
or the Csmpanied (Profits) Surtax Act 1964, the Housing and Urban 7 of 1964. 

Gevelop. lPevlopment Corporation LW. (a Government cgmpany as defined in 
merit section 617 of the Companies -Act, 1958) shall not be liable t,o pay any 1 of 1956. 
Corpora. tax- 
tion 1,td. 

1 t o & -  (a)  on its income for the previous year relevant to the assessment - 
exempkd _ year colnmencirlg on the 1st day of April, 1986 and for the four pre- 1 .for a 
certain ' uious years next following that, previous year; and 
period 

I 

from (b) on chargeable, profits for the previ~us years relevant to. 
iiability the ass.~ssment years cs~nnlencing on the 1st day of April, '1986 and 
to pay 
income- 

' the 1st day of April, 1987. 

tax and 
surtax. 

( 

- 
i 

, , 


