[THE] FINANCE ACT, 2000
(NO. 10 OF 2000)

12tk May, 2000]
An Act te give effect to the financial proposals of the Central Government for the financial year 2049-

2001. :
Be it enacted by Partiament in the Fifty-first Year of the Repubilic of India as follows :—

CHAPTER I
PRELIMINARY

1. Shoxrt title and commencement.— (1) This Act may be called The Finznce Aet,
200Q.

(2) Save as otherwise provided in this Act, sections 2 to 77 shall be deemed to have come
into force on the lst day of April, 2000, >

CHAPTER II
RATES OF INCOME-TAX

2. Income-tax.— (1) Subject to the provisions of sub-sections (2) and (3), for the A$SCS8-
rment year commencing on the Ist day of April, 2000, income-tax shall be charged at the rates
specified in Part I of the First Schedule and such tax as reduced by the rebate of income-tax
calculated under Chapier VIII-A of the Income-tax Act, 1961 (hereinafter referted to as the
Income-tax Act) shall be increased, —

(a) in the cases to which Paragraphs A. B, C and D of that Part apply, by a surcharae for
purposes of the Union; and

(b) in the cases to which Paragraph E of that Part applies, by a surcharge, caleulated in
each case in the manner provided therein.

(2) In the cases to which Paragraph A of Part I of the First Schedule applies, where the
assessee has, in the previous year, any net agricultural income exceeding six hundred rupees,
in addition to total Income. and the total income exceeds fifty thousand rupees, then,—

(a) the net agricultural income shall be taken into account, in the manner provided in
clause (b) [that is to say, as if the net agricultural income were comprised in the total
income after the first fifty thousand rupees of the total income but without being
liable to tax], only for the purpose of charging income-tax in respect of the total
income; and

(b) the income-tax chargeable shall be calculated ag follows :—

(1) the total income and the net agricultural income shall be aggregated and the amount
of income-tax shall be determined in respect of the aggregate income at the rates
specified in the said Paragaraph A, as if such agegregale income were the total
incame;

(if) the net agricultural income shall be increased by a sum of fifty thousand rupees,
and the amount of income-tax shall he determined in respect of the net agricul-
tural income as so incréased at the rates specified in the said Paragraph A, as if
the net agricultural income as so increased were the total income:
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(iii} the amount of income-tax determined in accordance with sub-clause (i) shall be
reduced by the amount of income-lax determined in accordance with sub-clause
(ii) and the sum so arrived at shall be the income-tax in respect of the total in-
come :

Provided that the amount of income-tax so arrived at, as reduced by the amount of rebate
of income-tax calculated under Chapter VIII-A, shall be increased by a surcharge for purposes
of the Union calculated in each case in the manner provided in that Paragraph and the sum so
arrived at shall be the income-tax in respect of the total income.

(3) In cases to which the provisions of Chapter XII or Chapter XII-A or sub-section ( 1A)
of section 161 or section 164 or seetion 164A or section 1678 of the Income-tax Act apply, the
tax chargeable shall be determined as provided in that Chapter or that section, and with refer-
ence to the rates imposed by sub-section (1) or the rates as specified in that Chapter or section,
as the case may be :

Provided that the amount of income-tax computed in accordance with the provisions of
sections 112 and 113, shall be increased by a surcharge for purposes of the Union or surcharge
as provided in Paragraph A, B, C, D or E, as the casc may be, of Part 1 of the First Schedule :

Provided further that in respect of any income chargeable to tax under section 115ACA
or section 115B or section 115BB of the Income-tax Act, the amount of income-tax computed
u_nder this sub-section shall be increased,—

{i) in the case of a person other than a company being resident in India, by a surcharge,
for purposes of the Union, calculated at the rate of ten per cent. of such income-tax,
and

{ii) in the case of a domestic company, by a surcharge calculated at the rate of ten per
cent. of such income-tax.

(4) In cases in which tax has to be charged and paid under section 115-O or section 115R
or section 115U of the Income-tax Act. the tax shall be charged and paid at the rate as specified
in those sections and shall be increased,—

{a) in the case of a person other than & company, by a surcharge for purposes of the

Union, calculated at the rate of ten per cent. of such tax;

(b) in the case of a domestic company, by a surcharge calculated at the rate of ten per
cent. of such tax,

(5) In cases in which tax has (o be deducted under sections 193, 194, 194A, 1948, 194BB,

194D and 195 of the Income-tax Act, at the rates in force, the deduction shall be made at the
rates specified in Part 11 of the First Schedule and shall be increased,—

(a) in the cases to which the provisions of item 1 of that Part apply, by a surcharge for
purposes of the Union; and

(b) in the cases to which the provisions of sub-item (a) of item 2 of that Part apply, by a
surcharge,

calculated in each case in the manner provided therein.

(6) In cases in which tax has to be deducted under sections 194C, 194E, 194EE, 194F,

194G, 194-1, 1941, 194K, 194L, 196A, 196B, 196C and 196D of the Income-tax Act, the
deduction shall be made at the rates specified in those sections and shall be increased,—

(a) in the case of a person other than a company being resident in India, by a surcharge
for purposes of the Union, calculated at the rate of ten per cent. of such tax;

(b) in the case of a domestic company, by a surcharge calculated at the rate of ten per
cent. of such tax.



[The] Finance Act, 2000 [§2] 845

(7) In cases in which tax has to be collected under the provise to section 194B or under
section 206C of the Income-tax Act. the collection shall be made at the rates specificd in that
section or at the rates specified in Part IT of the First Schedule, as the case may be. and shall be
increased,—

(a) in the case of a person other than a company being resident in India, by a surcharge

for purposes of the Union, calculated at the rate of ten per cent. of such tax;

(b) in the case of a domestic company, by & surcharge calculated at the rate of ten per

cent. of such lax.

(8) Subject to the provisions of sub-section (9). in cases in which income-tax has to be
charged under sub-section (4) of section 172 or sub-section (2) of section 174 or section 173
or sub-section (2) of section 176 of the Income-tax Act or deducted under section 192 of the
said Act from income chargeable under the head “*Salaries” or in which the “advance tax”
payable under Chapter XVII-C of the said Act has to be computed, at the rate or rates in force,
such income-tax or. as the case may be, “advance tax” shall be so charged, deducted or com-
puted at the rate or rates specified in Part III of the First Schedule and such tax as reduced by
the rebate of income-tax calculated under Chapter VIIL-A of the said Act shall be increased, - -

(a) in the cases to which Paragraphs A, B, C and D of that Part apply, by a surcharge for

purposes of the Union; and

(b) in the cases to which Paragraph E of that Part applies, by a surcharge, calculated in

each case in the manner provided therein :

Provided that in cases to which the provisions of Chapter XII or Chapter XTI-A or sec-
tion 115JB or sub-section (1A) of section 161 or section 164 or section 164A or section 1678
of the Income-tax Act apply, “advance tax” shall be computed with reference to the rates
imposed by this sub-section or the rates as specified in that Chapter or section, as the case may
be :

Provided further that the amount of income-tax computed in accordance with the provi-
sions of sections 112 and 113 of the Income-tax Act shall be increased by a surcharge for
purposes of the Union or surcharge as provided in Paragraph A, B, C, D or E, as the case may
be. of Part TII of the First Schedule :

Provided also that in respect of any income chargeable to tax under sections 115A, 115AR,
115AC, 115ACA, 115AD, 1158, 113BB, 115BBA, 115E and 115JB of the Income-tax Act,
“advance tax”* computed under the first proviso shall be increased.—

(a) by a surcharge, for purposes of the Union, calculated,—

(i) in the case of a co-operative society, a firmand a local authority, at the rate of ten
per cent. of such “advance tax™;

(ii) in the case of a co-operative society a firm and a local authority, at the rate of ten
per cent. of such “advance tax™;

(A) at the rate of ten per cent. of such “advance tax” where the total income
exceeds sixty thousand rupees but does not exceed one lakh fifty thousand
rupees; or

(B) at the rate of fifteen per cent. of such “advance tax” where the total income
exceeds one lakh fifty thousand rupees; and

(b) by a surcharge calculated at the rate of ten per cent. of such “advance tax” in the case

of a domestic company.

(9) In the cases to which Paragraph A of Part TI of the First Schedule applies, where the
assessee has, in the previous year or, if by virtue of any provision of the Income-tax Act,
income-1ax is to be charged in respect of the income of a period other than the previous year,
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in such other period, any net agricultural income exceeding six hundred rupees. in addition to
total income and the total income exceeds fifty thousand rupees, then, in charging income-tax
under sub-section (2) of section 174 or section 175 or sub-section (2) of section 176 of the said
Act or in computing the “advance tax” payable under Chapter XVII-C of the said Act, at the
rate or rates in force.—

(a) the net agricuitural income shall be taken into account, in the manner provided in
! clause (b) [that is to say, as if the net agricultural income were comprised in the total
income after the first fifty thousand rupees of the total income but without being
liable 1o tax], only for the purpose of charging or computing such income-tax or. as

the case may be, “advance tax™ in respect of the total income: and

(b} such income-tax or, as the case may be, “advance tax” shall be so charged or com-
puted as follows :—

(i) the total income and the net agricultural income shall be ageregated and the amount

. of income-tax or “advance tax” shall be determined in respect of the aggregale
mcome at the rates specified in the said Paragraph A, as if such aggregate income
were the total income;

(i1) the net agricultural income shall be increased by & sum of fifty thousand rupees,
and the amount of income-tax or “advance tax” shall be determined in respect of
the net agricultural income as so increased at the rates specified in the said Para-
graph A, as if the net agricultural income were the total income;

(11i) the amount of income-tax or “advance tax” determined in accordance with sub-

£ clause (1) shall be reduced by the amount of income-tax or, as the case may be,

“advance tax” determined in accordance with sub-clause (i) and the sum so ar-
rived at shall be the income-tax or, as the case may be, “advance tax” in respect of
the total income :

Provided that the amount of income-tax or “advance tax™ so artivad at, as reduced by the

rebate of income-tax calculated under Chapter VIII-A of the said Act, shall —-
(a) in the case of every individual or Hindu undivided family or association of persons or
bady of individuals, whether incorporated or not, referred o in Paragraph A of Part
I, having a total income exceeding sixty thousand rupees, be increased by a sur-

' charge for purposes of the Union—-
(i) at the rate uf ten per cent. of such income-tax or, as the case may be, “advance tax”
where the total income exceeds sixty thousand rupees but does not exceed one
lakh fifty thousand rupees; or

(ii) at the rate of fifteen per cent. of such income-tax or, as the casc may be, “advance
tax” where the total income exceeds one lakh fifty thousand rupees; and

(b) in the case of every artificial juridical person, referred to in Paragraph A of Part III,
be increased by a surcharge for purposes of the Union, calculated at the rate of ten
per cent. of such income-tax or, as the case may be, “advance tax™,

and the sum so arrived at shall be the income-tax or, as the case may be, “advance tax” in
respect of the total income.

(10) For the purposes of this section and the First Schedule,—

(a) “domestic company” means an Indian company or any other company which, in
respect of its income liable to income-tax under, the Income-tax Act for the assess-
ment year commencing on the Ist day of April, 2000, has made the prescribed ar-
rangements for the declaration and payment within India of the dividends {including
dividends on preference shares) payable out of such income:
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in such other period, any net agricultural income exceedin g six hundred rupecs, in addition to
fotal income and the total income exceeds fifty thousand rupees, then, in charging income-tax
under sub-section (2) of section 174 or section 175 or sub-section (2) of section 176 of the said
Act or in computing the “advance tax” payable under Chaprer XVII-C of the said Act, at the
rale or rates in force—

(a) the net agricultural income shall be taken into account, in the manner provided in
: clause (b) [that is to say, as if the net agricultural income were comprised in the total
income after the first fifty thousand rupees of the total income but without being
liable to tax], only for the purpose of charging or computing such income-tax or, as
the case may be, “advance tax” in respect of the total income: and

{b) such income-tax or, as the case may be, “advance tax” shall be so charged or com-
puted as follows :—

(1) the total income and the net agricultural income shall be aggregated and the amount

* of income-tax or “advance tax” shall be determined in respect of the aggregate
income at the rates specified in the said Paragraph A, as if such aggregate income
were the total income; '

(i1) the net agricultural income shall be increased by a sum of fifty thousand rupees,
and the amount of income-tax or “advance tax™ shall be determined in respect of
the net agricultural income as so increased at the rates specified in the said Para-
graph A, as if the net agricultural income were the total income:

{i1i) the amount of income-tax or “advance tax” determined in accordance with sub-
: clause (i) shall be reduced by the amount of income-tax or, as the case may be,
“advance tax” determined in accordance with sub-clause (ii) and the sum so ar-
rived at shall be the income-tax or, as the case may be, “advance tax” in res pect of
the total income :

Provided that the amount of income-tax or “advance tax” so arrived at, as reduced by the
rebate of income-tax calculated under Chapter VIIE-A of the said Act, shall -
(a) in the case of every individual or Hindu undivided family or association of persons or
body of individuals, whether incorporated or not, referred to in Paragraph A of Part
UL, having a total income exceeding sixty thousand rupees, be increased by a sur-
' charge for purposes of the Union—

(1) at the rate of ten per cent. of such income-tax or, as the case may be, “advance tax”
where the total income exceeds sixty thousand rupees but does not exceed one
lakh fifty thousand rupees; or

(1) at the rate of fifteen per cent. of such income-tax or, as the case may be, “advance
tax” where the total income exceeds one lakh fifty thousand rupees; and

(b) in the case of every artificial juridical person, referred to in Paragraph A of Part 111,
be increased by a surcharge for purposes of the Union, calculated at the rate of ten
per cent. of such income-tax or, as the case may be, “advance tax”,

and the sum so arrived at shall be the income-tax or, as the case may be, “advance tax” in
respect of the total income.

(10) For the purposes of this section and the First Schedule,—

(a) “domestic company™ means an Indian company or any other company which, in
respect of its income liable to income-tax under,the Income-tax Act for the assess-
ment year commencing on the 1st day of April, 2000, has made the prescribed ar-
rangements for the declaration and payment within India of the dividends {(including
dividends on preference shares) payable out of such income:

e
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(b) “insurance commission” means any remauneration or reward, whether by way of com-
mission or otherwise, for soliciting or procuring insurance business {including busi-
ness relating to the continuance, renewal or revival of policies of insurance);

(¢) “net agricultural income”. in relation to a person, means the total amount of agricul-
tural income, from whatever source derived, of that person computed in accordance
with the rules contained in Part IV of the First Schedule;

{d) all other words and expressions used in this section or in the First Schedule but not
defined in this sub-section and defined in the Income-tax Act shall have the mean-
ings respectively assigned to them in that Act. :

CBAPTER II1
DIRECT TAXES
Income-tax

3to 5. Amendment of Act 43 of 1961.— [Nuote: These sections amend various sections
of Income-tax Act, 1961, which have been incorporated in the principal Act.]

6. Substitution of new section for section 10A.— For section 10A of the Income-tax
Act, the following section shall be substituted with effect from the st day of April, 2001,
namely :—

‘10A. Special provision in respeci o f newly established undertakings in free trade zone,
ete.— (1) Subject to the provisions of this gsection. a deduction of such profits and gains as are
derived by an undertaking from the export of articles or things or computer software for a
period of ten consecutive assessment years beginning with the assessment year relevant to the
previous year in which the undertaking begins to manufacture or produce such articles or
things or computer software, as the case may be, shall be allowed from the total income of the
assessee :

Provided that where in computing the total income of the undertaking for any assess-
ment year, its profits and gains had not been included by application of the provisions of this -
section as it stood immediately before its substitution by the Finance Act, 2000, the undertak-
ing shall be entitled to deduction referred to in this sub-section only for the unexpired period
of the aforesaid ten consecutive assessment years -

Provided further that where an undertaking initially located in any free trade zone or
export processing zone is subsequently Jocated in a special economic zone by reason of con-
version of such free trade zone or eXport processing zone into a special economic zZone, the
period of ten consecutive assessment ycars referred to in this sub-section shall be reckoned
from the assessment vear relevant to the previous year in which the undertaking was first set
up in such free trade zone or export processing zZone :

Provided also that the profits and gains derived from such domestic sales of articles or
things or computer software a8 do not exceed twenty-five per cent. of the total sales shall be
deemed to be the profits and gains derived from the export of articles or things or compuier
software :

Provided also that no deduction under this section shall be allowed to any undertaking
far the assessment year beginning on the Ist day of April, 2010 and subsequent years.

(2) This section applies to any undextaking which fulfils all the following conditions,
namely — )
(i) it has begun or begins to manufacture or produce articles or things or computer soft-
ware during the previous year relevant to the assessment year—

(a) commencing on or after the 1st day of April, 1981, in any free trade zone; or




848 [S 6] [The] Finance Act, 2000

(b) commencing on or after the 1st day of April, 1994, in any electronic hardware
technology park or, as the case may be, software technology park:

{¢) commencing on or after the 1st day of April, 2001 in any special economic zone;

(ii) it is not formed by the splitting up, or the reconstruction, of a business already in

existence :

Provided that this condition shall not apply in respect of any undertaking which is formed
as a result of the re-establishment, reconstruction or revival by the assessee of the business of
any such undertakings as is referred to in section 338, in the circumstances and within the
period specified in that section;

(iii) it is not formed by the transfer to a new business of machinery or plant previously

used for any purpose.

Explanation.— The provisions of Explanation 1 and Explanation 2 to sub-section (2) of
section 80-1 shall apply for the purposes of clause (iii) of this sub-section as they apply for the
purposes of clause (ii) of that sub-section.

(3) This section applies to the undertaking, if the sale proceeds of articles or things or
computer software exporied out of India are received in, or brought into, India by the assessee
in convertible foreign exchange, within a period of six months from the end of the previous
year or, within such further period as the competent authority may allow in this behalf.

Explanation 1.— For the purposes of this sub-section, the expression “competent au-
thority” means the Reserve Bank of India or such other authority as is authorised under any
law for the ime being in force for regulating payments and dealings in foreign exchange.

Explanation 2.— The sale proceeds referred to in this sub-section shall be deemed to
have been received in India where such sale proceeds are credited (o a separate account main-
tained for the purpose of the assessee with any bank outside India with the approval of the
Reserve Bank of India. -

(4) For the purposes of sub-section (1), the profits derived from export of articles or
things or computer software shall be the amount which bears to the profits of the business, the
same proportion as the export turnover in respect of such articles or things or computer soft-
ware bears (o the total turnover of the business carried on by the assessee.

(5) The deduction under sub-section (1) shall not be admissible for any assessment year
beginning on or after the st day of April, 2001, unless the assessee furnishes in the prescribed
form, along with the return of income, the report of an accountant, as defined in the Explana-
tion below sub-section (2) of section 288, certifying that the deduction has been correctly
claimed in accordance with the provisions of this section.

(6) Notwithstanding anything contained in any other provisions of this Aet, in comput-
ing the total income of the assessee of the previous year relevant to the assessment year imme-
diately succeeding the last of the relevant assessment years, or of any previous year, relevant
to any subsequent assessment year,—

(i) section 32, section 324, section 33, section 35 and ¢lause (ix) of sub-section (1) of
section 36 shall apply as if every allowance or deduction referred to therein and
refating to or alowable for any of the relevant assessment years, in relation to any
building, machinery, plant or furniture used for the purposes of the business of the
undertaking in the previous year relevant to stich assessment year or any ¢xpenditure
incurred for the purposes of such business in such previous year had been given full
effect to for that assessment year itself and accordingly sub-section (2) of section 32,
clause (ii) of sub-section (3) of section 324, clause (i) of sub-section (2) of section
33, sub-section {4) of section 35 or the second proviso to ¢clause (ix) of sub-section
(1) of section 36, as the case may be, shall not apply in relation to any such allowance
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or deduction;

(ii) no loss referred to in sub-section (1} of section 72 or sub-section (1) or sub-section
(3) of section 74, insofar as such loss relates to the business of the undertaking, shall
be carried forward or set off where such loss relates to any of the relevant assessment
years;

(iii) no deduction shall be allowed under section SOHH or section 8OHHA or section 80-
Tor section 80-IA or section 80-IB in relation to the profits and gains of the undertak-
ing; and

(iv) in computing the depreciation allowance under section 32, the written down value of
any asset used for the purposes of the business of the undertaking shall be computed
as if the assessee had claimed and been actually allowed the deduction in respect of

depreciation for each of the relevant assessment year.

(7) The provisions of sub-scction (8} and sub-section (10) of section 80-TA shall, so far
as may be, apply in relation to the undertaking referred to in this section as they apply for the
purposes of the undertaking referred 10 in section BO-IA.

(8) Notwithstanding anything contained in the foregoing provisions of this section, where
the assessee, before the due date for furnishing the return of income under sub-section (1) of
section 139, furnishes to the Assessing Qfficer a declaration in writing that the provisions of
this section may not be made applicable to him, the provisions of this section shall not apply to
him for any of the relevant assessment years.

(9) Where during any previous year, the ownership or the beneficial interest in the un-
dertaking is transferred by any means, the deduction under sub-section (1) shall not be al-
Jowed to the assessee for the assessment year relevant Lo such previous year and the sub-
sequent years.

Explanation 1.— For the purposes of this section, in the case of a company, where on
the last day of any previous year, the shares of the company carrying not less than fifty-one per
cent. of the voting power are not beneficially held by persons who held the shares of the
company carrying not loss than fifty-one per cent. of the voting power on the last day of the
year in which the undertaking was set up, the company shall be presumed to have transferred
its ownership or the beneficial interest in the undertaking.

Explanation 2.— For (he purposes of this section,—

(i) “computer sofiware” means—

(a) any computer programme recorded on any disc, tape, perforated media or other
information storage devices; o

(b) any customised electronic data or any product or service of similar nature, as may
be notified by the Board,

which is transmitted or exported from India to any place outside India by any means;

(ii) “convertible foreign exchange” means foreign exchange which is for the time being
treated by the Reserve Bank of India as convertible foreign exchange for the pur-
poses of the Foreign Exchange Regulation Act, 1973, and any rules made thereunder
or any other corresponding law for the time being in force;

(iii) “electronic hardware technology park” means any park set up in accordance with
the Electronic Hardware Technology Park (EHTP) Scheme notified by the Govern-
ment of India in the Ministry of Commerce and Industry:

(iv) “export turnover” means the consideration in respect of export of articles or things
or computer software received in, or brought into, India by the assessee in conyert-
ible foreign exchange in accordance with sub-section (3), but does not include freight,

Vol 24]1 6 AM. /34
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telecommunication charges or insurance attributable to the delivery of the articles or
things or computer software outside India or expenses, if any, incurred in foreign
exchange in providing the technical services outside India.

(v) “free trade zone™ means the Kandla Free Trade Zone and the Santacruz Electronics
Export Processing Zone and includes any other free trade zone which the Central
Government may, by notification in the Official Gazette, specify for the purposes af
this section;

(vi} “relevant assessment year” means any assessment year falling within a period of ten
consccutive assessment years referred to in this section:

(vii) “software technology park” means any park set up in accordance with the Software
Technology Park Scheme notified by the Government of India in the Ministry of
Commerce and Industry;

(vii1) “special economic zone” means, a zone which the Central Government may, by
notification in the Official Gazette specify as a special economic zone for the pui-
poses of this section.

7. Substitution of new section for section 10B.— For scction 10B of the Tncome-tax

Act, the following section shall be substituted with effect from the ist day of April, 2001,
namely —

‘10B. Special provisions in respect of newly established hundred per cent. export-ori-
ented undertakings.— (1) Subject to the provisions of this section, 2 deduction of such profits
and gains as are derived by a hundred per cent. export-oriented undertakin £ from the export of
articles or things or computer software for a period of ten consecutive assessment years begin-
ning with the assessment year relevant to the previous year in which the undertaking begins to
manufacture or produce arlicles or things or computer software, as the case may be, shall be
allowed from the total income of the assessee :

Provided that where in computing the total income of the undertaking for any assess-
ment year, its profits and gains had not been included by application of the provisions of this
section as it stood immediately befare its substitution by the Finance Act, 2000, the undertak-
mg shall be entitled to the deduction referred to in this sub-section only for the unexpired
period of aforesaid ten consecutive assessment years :

Provided further that the profits and gains derived from such domestic sales of articles or
things or computer software as do not exceed twenty-five per cent. of the total sales shall be
deemed to be the profits and gaing derived from the export of articles or things or computer
software :

Provided also that no deduction under this section shall be allowed to any undertaking
for the assessment year beginning on the st day of April, 2010 and subsequent years.

(2) This section applies to any undertaking which fulfils all the following conditions,
namely :—
(i) it manufactures or produces any articles or things or computer software;

(i1) 1t is not formed by the splitting up, or the reconstruction, of a business already in
existence !

Provided that this condition shall not apply in respect of any undertaking which
is formed as a result of the re-establishment. reconstruction or revival by the assessee
of the business of any such undertaking as is referred to in section 33B, in the cir-
cumstances and within the period specified in that section:

(111) it is not formed by the transfer to a new business of machinery or plant previously
used for any purpose.
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Explanation.— The provisions of Explanation 1 and Explanation 2 to sub-section (2) of
.ction 80-1 shall apply for the purpese of clause (iii) of this sub-section as they apply for the
nrposes of clause (ii) of that sub-gection.

(3) 'This section applies to the undertaking, if the sale proceeds of articles or things or
omputer software exported out of India are received in, or brought into, India by the assessee
. convertible foreign exchange, within a period of six months from the end of the previous
ear or, within such further period as the competent authority may allow in this behaif.

Explanation 1.— For the purposes of this sub-section, the expression “competent au-
Jority” means the Reserve Bank of India or such other authority as is authorised under any
w for the time being in force for regulating payments and dealings in foreign exchange.

Esplanation 2.— The sale proceeds referred to in this sub-section shall be deemed to
ave been received in India where such sale proceeds are credited to o separate account main-
ained for the purpose by the assessee with any bank outside India with the approval of the
2eserve Bank of India.

(4) For the purposes of sub-section (1), the profits derived from export of articles or
hings or computer software shall be the amount which bears to the profits of the business, the
ame proportion as the export turnover in respect of such articles or things or computer soft-
vare bears 1o the total turnover of the business carried on by the assessee.

(5) The deduction under sub-section (1) shall not be admissible far any assessment year
yeginning on or after the Ist day of April, 2001, unless the assessee furnishes in the prescribed
orm, along with the return of income, the export of an accountant, as defined in the Explana-
ion below sub-seciion (2) of section 288, certifying that the deduction has been eorrectly
.laimed in accordance with the provisions of this section.

(6) Notwithstanding anything contained in any other provision of this Act, in computing
he total income of the assessee of the previous year relevant o the assessment year immedi-
itely succeeding the last of the relevant assessment years, or of any previous year, relevant to
any subsequent assessment year,—

(i) section 32, section 32A, section 33, section 35 and clause (ix) of sub-section (1) of
section 36 shall apply as if every allowance or deduction referred to therein and
relating to or allowable for any of the relevant assessment years, in relation to any
building, machinery, plant or furniture used for the purposes of the business of the
undertaking in the previous year relevant to such assessment year or any expenditure
incurred for the purposes of such business in such previous year had been given full
offect to for that assessment year itself and accordingly sub-section (2) of section 32,
clause (ii) of sub-section (3) of section 324, clause (ii) of sub-section (2) of section
33, sub-section (4) of section 35 or the second proviso to clause (ix) of sub-section
(1) of section 36, as the case may be, shall not apply in relation to any such allowance
or deduction;

(i) no loss referred to in sub-section (1) of section 72 or sub-section (1) or sub-section
(3) of section 74, insofar as such loss relates to the business of the undertaking, shall
he carried forward or set off where such loss relates to any of the relevant assessment
years;

(i) no deduction shall be allowed under section S0HH or section 8OHHA or section 80-1
or seotion 80-1A or section 80-1B in relation to the profits and gains of the undertal-
ing; and

(iv) in computing the depreciation allowance under section 32, the written down value of
any asset used for the purposes of the business of the undertaking shall be computed
as if the assessee had claimed and been actually allowed the deduction in respect of
depreciation for each of the relevant assessment year.

(7) The provisions of sub-section (8) and sub-section (10) of section 80-JA shall, so far
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as may be, apply in relation Lo the undertaking referred to in this section as they apply for the
purposes of the undertaking referred to in section 80-1A.

(8) Notwithstanding anything contained in the foregoing provisions of this section, where
the assessee, before the due date for furnishing the return of income under sub-section (1) of
section 139, fumishes to the Assessing Officer a declaration in writing that the provisions of
this section may not be made applicable to him, the provisions of this section shall not apply to
him for any of the relevant assessment year.

(9) Where during any previous year, the ownership or the beneficial interest in the un-
dertaking is transferred by any means, the deduction under sub-section (1) shall not be al-
lowed to the assessee for the assessment year relevant to such previous year and the subse-
quent years.

Explanation 1.— For the purposes of this section, in the case of a company, where on
the last day of any previous year, the shares of the company carrying not less than fifty-one per
cent. of the voting power are not beneficially held by persons who held the shares of the
company carrying not less than fifty-one per cent. of the voting power on the last day of the
year in which the undertaking was set up, the company shall be presumed to have transferred
its ownership or the beneficial interest in the undertaking.

Explanation 2.— For the purposes of this section,—
(i) “computer software™ means—
(a) any computer programme recorded on any dise, tape, perforated media or other
information storage device; or

(b) any customised electronic data or any product or service of similar nature as may
be notified by the Board,

which is transmitted or exported from India to any place outside India by any means;

(i1) “convertible foreign exchange” means foreign exchange which is for the time being
treated by the Reserve Bank of India as convertible foreign exchange for the pur-
poses of the Foreign Exchange Regulation Act, 1973, and any rules made thereunder
or any other corresponding law for the time being in force;

(i} “export turnover” means the consideration in respect of export of articles or things
or computer software received in, or brought into, India by the assessee in convert-
ible foreign exchange in accordance with sub-section (3), but does not include freight,
telecommunication charges or insurance attributable to the delivery, of the articles or
things or computer software outside India or expenses, if any, incurred in foreign
exchange in providing the technical services outside India;

(iv) “hundred per cent. export-oriented undertaking” means an undertaking which has
been approved as a hundred per cent. export-oriented undertaking by the Board ap-
pomted in this behalf by the Central Government in exercise of the powers conferred
by section 14 of the Industries (Development and Regulation) Act, 1951, and the
rules made under that Act;

(v) “relevant assessment years” means any assessment years falling within a period of
ten consecutive assessment years, referred to in this section.’

8 to 26. Amendment of Act 43 of 1961.— [Note :— These sections amend various
sections of Income-tax Act, 1961, which amendments have been incorporated in the principal
Act].

27. Insertion of new section 54EC.— After section 54EB of the Income-tax Act, the
following section shall be inserted with effect from the 1st day of April, 2001, namely :(—

“S4EC. Capital gain not to be charged on investment in certain bonds.— (1) Where
the capital gain arises from the transfer of a long-term capital asset (the capital asset so trans-
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ferred being hereafter in this section referred to as the original asset) and the assessee has, at
any time within a period of six months after the date of such transfer, invested the whole or any
part of capital gains in the long-term specified asset, the capital gain shall be dealt wi th in
accordance with the following provisions of this section, that is 1o say,—

(a) if the cost of the long-term specified asset is not less than the capital gain arising from
the transfer of the original asset, the whole of such capital gain shall not be charged
under section 45;

(b) if the cost of the long-term specified asset is less than the ¢apital gain arising from the
transfer of the original asset, so much of the capital gain as bears to the whole of the
capital gain the same proportion as the cost of acquisition of the long-term specified
asset bears to the whole of the capital gain, shall not be charged under section 45.

{2) Where the long-term specified asset is transferred or converted (otherwise than by
transfer) into money at any time within a period of three years from the date of its acquisition,
the amount of capital gains arising from the transfer of the original asset not charged under
section 45 on the basis of the cost of such long-term specified asset as provided in clause (a)
or, as the case may be, clause (b) of sub-section (1) shall be deemed to be the income charge-
able under the head “Capital gains” relating to long-term capital asset of the previous year in
which the long-term specified asset is transferred or converted {otherwise than by transfer)
into money.

. Explanation.— In a case where the original asset is transferred and the assessee invests
the whole of any part of the capital gain received or accrued as a result of transfer of the
original asset in any long-term specificd asset and such assessee takes any loan or advance on
the security of such specified asset, he shall be deemed to have converted (otherwise than by
transfer) such specified asset into money on the date on which such loan or advance is taken.

(3) Where the cost of the long-term specified asset has been taken into account for the
purposes of clause (a) or clause (b) of sub-section (1), a deduction from the amount of income-
tax with reference to such cost shall not be allowed under section 88.

Explanation.— For the purposes of this section,——

(a) “cost.” in relation to any long-term specified asset, means the amount invested in
such specified asset out of capital gains received or aceruing as a result of the trans-
fer of the original asset;

(b) “long-term specified asset” means any hond redeemable after three years issued, on
or after the Lst day of April, 2000, by the National Bank for Agriculture and Rural
Development established under section 3 of the National Bank for Agriculture and
Rural Development Act, 1981 or by the National Highways Autherity of India con-
stituted under section 3 of the National Highways Authority of India Act, 1988.

28 to 47. Amendment of Act 43 of 1961.— [Note :— These sections amend various
sections of Income-tax Act, 1961, which amendments have been incorporated in the principal
Act].

48. Insertion of new section 88C.— After section 88B of the Income-tax Act, the fol-
lowing section shall be inserted with effeet from the 1st day of April, 2001, namely :—

“88C. Rebale of income-tax in case of women below sixty-five years.— An assessee,—

(a) being a woman resident in India; and

(b) below the age of sixty-five years, at any time during the previous year,

shall be entitled to a deduction from the amount of income-tax (as computed before allowing
the deductions under this Chapter) on her total income, with which she is chargeable for any
assessment year, of an amount equal to hundred per cent. of such income-tax or an amount of
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five thousand rupees, whichever is less.”

49 to 51. Amendment of Act 43 of 1961.— [Note :— These sections amend various
sections of Income-tax Act, 1961, which amendments have been incorporated in the principal
Act].

52. Insertion of new section 115JB.— After section 115TAA of the Income-tax Act, the
following section shall be inserted with effect from the 1st day of April, 2001, namely —

‘1I15JB. Special provision for payment of tax by certain companies.— (1) Notwith-
standing anything contained in any other provision of this Act, where in the case of an asses-
see, being a company, the income-tax, payable on the total income as computed under this Act
in respect of any previous year relevant to the assessment year commencing on or after the 1st
day of April, 2001, is less than seven and one-half per cent. of its book profit, the tax payable
for the relevant previous year shall be deemed to be seven and one-half per cent. of such book
profit.

(2) Every assessee, being a company, shall, for the purposes of this section, prepare its
profit and loss account for the relevant previous year in accordance with the pravisions of
Parts I and III of Schedule V1 to the Companies Act, 1956 :

Provided that while preparing the annual accounts including profit and loss account,—
(i) the accounting policies;

(i1) the accounting standards adopted for preparing such accounts including profit and
loss account;

(ii1) the method and rates adopted for calculating the depreciation,

shall be the same as have been adopted for the purposes of preparing such accounts including
profit and loss account and laid before the company as its annual general meeting in according
with the provisions of section 210 of the Companies Act, 1956 :

Provided further that where the company has adopted or adopts the financial year under
the Companies Act, 1956, which is different from the previous year under this Act—

(i) the accounting policies;

(i1) the accounting standards adopted for preparing such accounts in¢cluding profit and
loss account;

(iii) the method and rates adopted for calculating the depreciation,

shall correspond to the accounting policies, accounting standards and the method and rates for
calculating the depreciation which have been adopted for preparing such accounts including
profit and loss account for such financial year or part of such financial year falling within the
relevant previous year.

Explanation.— For the purposes of this section, “book profit” means the net profit as
shown in the profit and loss account for the relevant previous year prepared under sub-section
(2), as increased by—

(a) the amount of income-tax paid or payable, and the provision therefor; or
(b) the amounts carried to any reserves, by whatever name called: or

(c) the amount or amounts set aside to provisions made for meeting liabilities, other than
ascertained liabilities; or

(d) the amount by way of provision for losses of subsidiary companies; or
(e) the amount or amounts of dividends paid or proposed; or
(£} the amount or amounts of expenditure relatable to any income to which section 10 or
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section 10A or section 10B or section 11 or section 12 apply.

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

(i} the amount withdrawn from any reserves or provisions if any such amount is credited

to the profit and loss account :

Provided that, where this section s applicable to an assessee in any previous year (in-
cluding the relevant previous year), the amount withdrawn from reserves created or provisions
made in a previous year relevant to the assessment ycar commencing on or after the Ist day of
April, 2001 shall not be reduced from the book profit unless the book profit of such year has
been increased by those reserves or provisions (out of which the said amount was withdrawn)
under this Explanation; or

(ii) the amount of income to which any of the provisions of section 10 or section 10A or

section 10B or section 11 or section 12 apply, if any such amount is credited to the
profit and loss account; or

(iii) the amount of loss brought forward or unabsorbed depreciation, whichever is less as

per books of account.

Explanation.— For the purposes of this clause, the loss shall not include depreciation;
or

(iv) the amount of profits eligible for deduction under section 80HIIC, computed under

clause (2) or clause (b) or clause (c) of sub-section (3) of sub-section (3A), as the
case may be, of that section, and subject to the conditions specified in that section; or

(v) the amount of profits eligible for deduction under section S80HHE computed under

sub-section (3) or sub-section (3A), as the case may be, of that section, and subject to
the conditions specified in that section; or

(vi) the amount of profits eligible for deduction under section 80HHF computed under

sub-section (3) of section, and subject to the conditions specified in that section; or

(vii) the amount of profits of sick industrial company for the assessment yeir commenc-

ing on and from the assessment year relevant (o the previous year in which the said
company has become a sick industrial company under sub-section (1) of section 17
of the Sick Industrial Companies (Special Provisions) Act, 1985 and ending with the
assessment year during which the entire net worth of such company becomes equal
to or exceeds the accumulated losses.

Explanation.— For the purposes of this clause, “net worth” shall have the meaning
assigned to it in clause (ga) of sub-section (1) of section 3 of the Sick Industrial Carnpanies
(Special Provisions) Act, 1985.

(3) Nothing contained in sub-section (1) shall affect the determination of the amounts in
relation to the relevant previous year to be carried forward to the subsequent year or years
under the provisions of sub-section (2) of section 32 or sub-section (3) of section 32A or
clause (ii) of sub-section (1) of section 72 or section 74 or sub-section (3) of section 74A.

(4) Every company to which this section applies, shall furnish a report in the prescribed
form from an accountant as defined in the Explanation below sub-section (2} of section 288,
certifying that the book profit has been computed in accordance with the provisions of this
section along with the return of income filed under sub-scction (1) of section 139 or along
with the return of income furnished in response to a notice under clause (i) of sub-section (1)
of section 142,

{5) Save as otherwise provided in this section, all other provisions of this Act shall apply
to every assessee, being a company, mentioned in this section.”

P T,




856  [Ss 53-86] [The] Finance Act, 2000

53 to 56. Amendment of Act 43 of 1961.— [Note :— These sections amend various
sections of Income-tax Act, 1961, which amendment have been incorporated in the principal
Act].

57. Insertion of new Chapter X1I-F— After Chapter XII-E of the Income-tax Act, the
following Chapter shall be inserted with effect from the 1st day of April, 2001, namely :—

‘CHAPTER XII-F
SPECIAL PROVISIONS RELATING TO TAX ON INCOME RECEIVED FROM VEN-
TURE CAPITAL COMPANIES AND VENTURE CAPITAL FUNDS

115U. Tax on income in certain cases.— (1) Notwithstanding anything contained in any
other provisions of this Act, any income received by a person out of investments made in a
venture capital company or venture capital fund shall be chargeable to income-tax in the same
manner as 1f it were the income received by such person had he made investments directly in
the venture capital undertaking.

(2) The person responsible for making payment of the income on behalf of a venture
capital company or a venture capital fund and the venture Capital company or venture capital
fund shall furnish, within such time as may be prescribed, 1o the person receiving such income
and to the prescribed income-tax authority, a statement in the prescribed form and verified in
the prescribed manner, giving details of the nature of the income paid during the previous year
and such other relevant details as may be prescribed.

(3) The income paid by the venture capital company and the venture capital fund shall be
deemed to be of the same nature and in the same proportion in the hands of the person receiv-
g such income as it had been received by, or had accrued to, the venture capital company or
the venture capital fund, as the case may be, during the previous year.

(4) The provisions of Chapter X1I-D or Chapter X1I-E or Chapter XVII-B shall not apply
to the income paid by a venture capital company or venture capital fund under this Chapter.

Explanation.— For the purposes of this Chapter, “venture capital company.,” “venture
capital fund™ and “venture capital undertaking” shall have the meanings respectively assigned
to them in clause (23FB) of section 10.”

58 to 71. Amendment of Act 43 of 1961.— [Note :— These sections amend variaus
sections of Income-tax Act, 1961, which amendments have been mcorporated in the principal
Act].

Wealth-tax

72 to 76, Amendment of Act 27 of 1957.— [Note :— These sections amend various
sections of Wealth-tax Act, 1957, which amendments have been incorporated in the principal
Act].

Interest-tax

77. Amendment of section 4 of Act 43 of 1974— Ip the Interest-tax Act, 1974, in
section 4, after sub-section (2), the following sub-section shall be inserted, with effect from
the 1st day of April, 2001, namely

“(3) Notwithstanding anything contained in sub-sections (1) and (2), no interest-tax shall
be charged in respect of any charpeable interest accruing or arising after the 31s1 day of March,
2000.”

CHAPTER 1Y
INDIRECT TAXES
Customs
78 to 86. Amendment of Act 52 of 1962,— [These sections amend vari ous sections of
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Customs Act, 1962, which amer. ! :ents have been incorporated in the principal Actl,

87. Insertion of new section 127MA.— After 127M of the Customs Act, the following
section shall be inserted, namely (—

“127MA. Certain persons wiho have filed appeals to the Appellate Tribunal entitled o
make applications to the Seftlement Commission.— (1) Notwithstanding anything contained
in this Chapter, any person who has filed an appeal to the Appellate Tribunal under this Act,
on or before the 29th day of February, 2006 and which is pending, shall, on withdrawal of such
appeal from the Appellate Tribunal, be entitled to make an application to the Scttlement Com-
mission to have his case settled under this Chapter :

Provided that no such person shall be entitled to make an application under this section
:n a case where the Commissioner of Customs or any officer on his behalf has, on og before the
date on which the Finance Act, 2000 receives the assent of the President, applied (o the Appel-
late Tribunal for the determination of such points arising out of the decision or arder specified
by the Board in its order under sub-section (1) of section 129D or filed an appeal under sub-
section (2) of section 1294, as the case may be.

(2) Any person referred to in sub-section (1) may make an application to the Appellate
Tribunal for permission to withdraw the appeal.

(3) On receipt of an application under sub-section (2). the Appellate Tribunal shall grant
permission to withdraw the appeal.

(4) Upon withdrawal of the appeal, the proceedings in appeal immediately before such
withdrawal shall. for the purposes of this Chapter. be deemed to be a proceeding pending
before a proper officer.

(5) An application to the Settiement Commission under this section shall be made within
a period of thirty days from the date on which the order of the Appeliate Tribunal permitting
the withdrawal of the appeal is communicated to the person.

(6) An application made fo the Settiement Cormnmission under this section shall be deemed
to be an application made under sub-section (1) of section 127B and the provisions of this
Chapter, except sub-section (11) of section 127C, shall apply accordingly.

(7) Where an application made to the Settlement Commission under this section 1s not
entertained by the Settlement Commission, then, the appeal shall be deemed to have been
revived before the Appellate Tribunal and the provisions contained in section 1294, section
120B and section 129C shall, so far as may be, apply accordingly.”

88. Amendment of Act 52 of 1962.— [Note :— This section amends section 142 of the
Customs Act, 1962, which has been incorporated in the principal Act].

89. Amendment of Act 51 of 1975.— [Note -~ This section amends section 9 of the
Customs Tariff Act, 1973, which has been incorporated in the principal Act.]

90. Surcharge of customs.— (1) In the case of goods mentioned in the First Schedule to
the Customs Tariff Act, or in that Schedule, as amended from time to time, there shall be Tevied
and collected as surcharge of customs, an amount, equal to ten per cent. of the duty chargeable
on such goods calculated at the rate specified in the said First Schedule, read with any notifi-
cation for the time being in force, issued by the Central Government in relation to the duty so
chargeable.

(2) Sub-section (1) shall cease to have effect after the 31st day of March. 2001, and upon
such cesser, section 6 of the General Clauses Act, 1897 shall apply as if the said sub-section
had been repealed by a Central Act.

(3) The surcharge of customs referted to in sub-section (1) shall be in addition to any
duties of customs chargeable on such goeds under the Customs Act or any other law for the
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time being in forces.

(4) The provisions of the Customs Act and the rules and regulations made thereunder,
including those relating to refunds, drawbacks and exemptions from duties, shall, as far as
may be, apply in relation to the levy and collection of surcharge of customs leviabie under this
.section in respect of any goods as they apply in relation to the levy and collection of the duties
of custems on such goods under that Act or those rules and regulations, as the case may be.

Excise
91 to 103. Amendment of Act 1 of 1944.— [Note :— These sections amend various

sections of Central Excise Act, 1944, which amendments have been incorporated in the prin-
cipal Act].

109. Validation of action taken under section 3 of Act 1 of 1944 — Any action taken
or anything done or purporting to have been taken or done under sub-section (1) of section 3 of
:the Central Excise Act, as amended by clause (ii) of section 88 at any time during the period
commencing on and from the 1 Ith day of May, 1982 and ending with the day, the Finance Act,
2000 receives the assent of the President shall be deemed to be and to always have been, for all
Jpurposes, as validly and effectively taken or done as if the amendment made by clause (ii) of
section 88 has been in force at all material times and, accordingly, notwithstanding anything
contained in any judgment, decree or order of any Court, Tribunal or other authority,—

(a) all duties of excise levied, assessed or collected during the said period on any excis-
able goads under the Central Excise Act, shall be deemed to be and shall be deemed
to always have been, as validly levied, assessed or collected as if the amendment
made by clause (ii) of section 88 had been in force at all material times;

(b) no suit or other proceedings shall be maintained or continued in any Court, tribunal

or other authority for the refund of duties of excise, and no enforcement shall be
<o made by any court of any decree or order directing the refund of, any such duties of
excise which have been collected and which would have been val idly collected if the
amendment made by clause (ii) of section 88 had been in force at all material times;

(c) recovery shall be made of all such duties of excise which have not been collected or,
as the case may be, which have been refunded but which would have been collected
or, as the case may be, would not have been refunded, if the amendment made by
clause (ii) of section 88 had been in force at all material times.

Explanation.— For the removal of doubts, it is hereby declared that no act or omission
on the part of any person shall be punishable as an offence which would not have been so
punishable if this section had not come into force.

110. Validation of action taken under section 11A of Act 1 of 1944.— (1) Any notice
issued or served on any person under the provisions of section 11A of the Central Excise Act
during the period commencing on and from the 17th da y of November, 1980 and ending on the
date on which the Finance Act, 2000 receives the assent of the President (hereinafter referred
to as the said period) demanding duty on account of non-payment, short payment, non-levy,
short-levy or erroneous refund within a period of six months or five years, as the case may be,
from the relevant date as defined in clause (ii) of sub-section (3) of that section shall be deemed
to be and to always have been, for all purposes, validly and effectively issued or served under
that section, notwithstanding any approval, acceptance or assessment relating to the rate of
daty on or value of, the excisable goods by any Central Excise Officer under any other provi-
sion of the Central Excise Act or the rules made thereunder.

(2) Any action taken or anything done or purporting to have been taken or done under
section L1A of the Central Excise Act at any time during the said period shall be deemed to be
and to have always been, for all purposes, as validly and effectively taken or done as if sub-
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ction (1) had been in force at all material times and, accordingly, notwithstanding anything
ntained in any judgment, decree or order of any court, tribunal or other authority.-

(a) all duties of excise levied, assessed or collected during the period specified in sub-
section (1) on any excisable goods under the Central Excise Act, shall be deemed to
be and shall be deemed to always have been, as validly levied, assessed or collected
as if sub-section (1) had been in force at all material times;

(b) no suit or other proceedings shall be maintained or continued in any court, tribunal or
other authority for the refund of, and no enforcement shall be made by any court of
any decree or order directing the refund of any such duties of excise which have been
collected and which would have been validly collected if sub-section (1) had been in
force at all material times;

(¢) recovery shail be made of all such duties of excise which have not been collected or,
as the case may be, which have been refunded but which would have been collected
or, as the case may be, would not have been refunded, if sub-section (1) had been in
force at all material times.

Explanation.— For the removal of doubts, it is hereby declared that no act or omission
n the part of any person shall be punishable as an offence which would not have been so
unishable if this section had not come into force.

111. Validation of exemption given to diplomatic or consular missions with refro-
pective effect.— (1) The notification of the Government of India in the Ministry of Finance
Department of Revenue) No. GSR 829(E), dated the 29th December, 1999, which was issued
| exercise of the powers conferred by sub-section (1) of section SA of the Central Excise Act,
ranting exemption from the duty of excise or, as the case may be, from the special duty of
xcise on goods supplied for the official use of foreign diplomatic or consular missions in
1dia shall be deemed to have, and to always have for all purposes validly, come into force on
nd from the 2nd day of December, 1997 at all material times.

(2) Refund shall be made of all such dutigs of excise which have been collected but
shich would not have been so collected if the notification referred to in sub-section (1) had
cen in force at afl material times.

(3) Notwithstanding anything contained in scction 11B of the Central Excise Act, an
pplication for the claim of refund of the duty of excise under sub-section (2) shall be made
vithin six months from the date on which the Finance Act, 2000 receives the assent of the
*resident.

112. Validation of the denial of credit of duty paid on high speed diesel oil— (1)
Notwithstanding anything contained jn: any rule of the Central Excise Rules, 1944, no credit of
ny duty paid on high speed diesel oil at any time during the period commencing on and from
he 16th day of March, 1995 and ending with the day, the Finance Act. 2000 receives the
issent of the President, shall be deemed to be admissible.

(2) Any action taken or anything done or purported to have been taken or done at any
ime during the said period under the Central Excise Act or any rules made thereunder to deny

Section 112 (2) Grouping of all manufacturers using high speed
diesel oil as imput for generation of electricity — Has
io be regarded as reasonable classification such manu-
facturer being a class themselves and object being of
not extending a concession or benefit in respect of
such manufacturer — S. 112 not violative of Art.14
of Constitution of India. 2005 (190) ELT 295 (298)
(Kar).

(1) By this provision, no credit is admissible on
wny duty paid on high speed diesel oil for the period
‘ommencing from 16th March, 1995 and ending with
he day the Finance Act, 2000, received the assent of
he President. 2005 (4) Supreme 657 (658) : 2005
(181) ELT 201 (5C). =
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the credit of any duty in respect of high speed diesel 0il, and also to disallow such credit to he
utilised for payment of any kind of duty on any excisable goods shall be deemed 1o be, and to
always have been, for all purposes, as validly and effectively taken or done, as if the provi-
stons of sub-section (1) had been in force at all material times and, accordingly, notwithstand-
ing anything contained in any judgment. decree or order of any court, tribunal or other author-
ity,—

(&) no suit or other proceedings shall be maintained or continued in amny court, tribunal or
other authority for allowing the credit of the duty paid on high speed diesel oil and no
enforcement shall be made by any court, tribunal or other authority of any decree or
order allowing such credit of duty as if the provisions of sub-section (1) had been in
force at all material times;

(b} recovery shall be made of all the credit of duty, which have been taken or utilised but
which would not have been allowed to be taken or utilised. if the provisions of sub-
scction (1) had been in force at all material times, within a period of thirty days from
the date on which the Finance Act, 2000 receives the assent of the President and in
the event of non-payment of such credit of duty within this period, in addition to the
amount of credit of such duty recoverable, interest at the rate of twenty-four per cent.
per annum shall be payable, from the date immediately after the expiry of the said
period of thirty days till the date of payment.

Explanation,— For the removal of doubts, it is hereby declared that no act or omission
on the part of any person shall be punishable as an offence which would not, have been so
punishable if this section had not come ito force.

113. Amendment of Act 5 of 1986.— [Note :— This section amends First and Second
Schedule of the Central Excise Tariff Act, 1985, which amendments have been incorporated in
the principal Act].

114. Amendment of Act 58 of 1957.— The Additional Duties of Excise (Goods of
Special Importance) Act. 1957 (hereinafter referred to as the Additional Duties of Excise Act),
shall be amended in the manner specified in the Fifth Schedule.

115. Amendment of Act 16 of 1955.— With effect from such date as the Central Gov-
ernment may, by notification in the Official Gazette, appoint, the Medicinal and Toilet Prepa-
rations (Excise Duties) Act, 1955, shall be amended in the manner specified in the Sixth Sched-
uled.

CHAPTER ¥V
SERVICE TAX

116. Amendment of Act 32 of 1994.— During the period commencing on and from the
16th day of July, 1997 and ending with the 16th day of October, 1998, the provisions of Chap-
ter V of the Finance Act, 1994 shall be deemed to have had effect subject to the following
modifications, namely :~—

(a) in section 63,—
(1) for clause (6), the following clause had been substituted, namely :—
'(6) “assessee” means a person liable for collecting the service tax and includes—
(i) his agent; or

(ii) in relation to services provided by a clearing and forwarding agent, every
P ¥ : gag
person who engages a clearing and forwarding agent and by whom remu-
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neration or commission (by whatever name called) is paid for such ser-
vices to the said agent; or

(iii) in relation to services provided by a goods transport operator, every per-
son who pays or is liable to pay the freight either himself or through his
agent for the transportation of goods by road in a goods carriage;’;

(ii) after clause (18), the following clauses had beensubstituted, namely —

{(18A) “goods carriage” has the meaning assigned to it in clause (14) of section 2
of the Motor Vehicles Act, 1988;

(18B) “goods transport operator” means any commercial concern engaged in the
transportation of goods but does not include a courier agency;’;

(iii) in clause (48), after sub-section (m), the following sub-clause had been inserted,
namely :—
“(ma) to a customer, by a goods transport operator in relation to carriage of goods
by road in a goods carriage;”;
(b) in section 66, for sub-section (3), the following sub-section had been substituted,
namely :—
“(3) On and from the 16th day of July, 1997, there shall be levied a tax at the rate of
five per cent. of the value of taxable services referred to in sub-clauses (g), (h),
(i), (). (K, (1), (m), (ma), (n) and (0) of clause (48) of section 65 and collected
in such manner as may bhe prescribed.”,;

{¢) in section 67, atter clause (k), the following clause had been inserted, namely :—

“(ka) in relation to service provided by goods transport operator o a customer, shall
be the gross amount charged by such operator for services in relation to carry-
ing goods by road in a goods carriage and includes the freight charges but does
not include any msurance charges:”. :

117. Validation of certain action taken under Service Tax Rules.— Notwithstanding
mything contained in any judgment, decree or order of any court, tribunal or other authority,
wub-clauses (xii) and (xvii) of clause (d) of sub-rule (1) of rule 2 of the Service Tax Rules,
1994 as they stood immediately before the commencement of the Serviee Tax (Amendment)
Rules, 1998 shall be deemed to be valid and to have always been valid as if the said sub-
\[auses had been in force at all material times and accordingly——

(i) any action taken or anything done or purported to have been taken or done at any time
during the period commencing on and from the 16th day of July, 1997 and ending
with the day, the Finance Act, 2000 receives the assent of the President shall be
deemed to be valid and always to have been valid for all purposes, as validly and
effectively taken or done;

(i) any service tax refunded in pursuance of any judgment, dectee or order of any court
striking down sub-clauses (xii}) and (xvii) of clause (d) of sub-rule (1) of rule 2 of the
Service Tax Rules, 1994 before the date on which the Finance Act, 2000 receives the
assent of the President shall be recoverable within a period of thirty days from the
date on which the Finance Act, 2000 receives the assent of the President, and in the
event of non-payment of such service tax refunded within this period, in addition to
the amount of service tax recoverable, interest at the rate of twenty-four per cent. per
annum shall be payable, from the date immediately after the expiry of the said period
of thirty days, till the date of payment.
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Expianation.— For the removal of doubts, it is hereby declared that no act or omission
on the part of any person shall be punishable as an offence which would not have been so
punishable if this section had not come into force.

' CHAPTER VI
MISCELLANEOUS

118. Substitution of new section for section 8A of Act 2 of 18%9.—— In the Indian
Stamp Act,1899, for section 8A, the following section shall be substituted, namely —

b+° ‘8A. Securifies dealt in depository not liable to stamp duty— Notwithstanding any-
thing contained in this Act or any other law for the time being in force,—
(a) an issuer, by the issue of securities to one or more depositories shall, in respect of
such issue, be chargeable with duty on the total amount of security issued by it and
such securities need not be stamped;

(b) where an issuer issues certificate of security under sub-section (3) of section 14 of
the Depositories Act, 1996, on such certificate duty shall be payabte as is payable on
the issue of duplicate certificate under this Act;

{c) the transter of—

(i) registered ownership of securities from a person to a depository or from a deposi-
tory to a beneficial owner;

(ii) beneficial ownership of securities, dealt with by a depository;

(iii) beneficial ownership of units, such units being units of a Mutual Fund including

units of the Unit Trust of India established under sub-section (1) of section 3 of
the Unit Trust of India Act,1963, dealt with by a depository,

shall not be liable to duty under this Act or any other law for the time being in force.

Explanation 1.— For the purposes of this section, the expressicns “beneficial owner-
ship,” “depository” and “issuer™ shall have the meanings respectively assigned to them in
clauses (2), (e) and (f) of sub-section (1) of section 2 of the Depositories Act, 1996.

Zxplanatipn 2.— For the purposes of this section, the expression “securities” shall have
the meaning assigned to it in clause (h) of section 2 of the Securities Contracts (Regulation)
Act, 19536.°

119 to 120. Amendment of Act 74 of 1956.— [MNote ;— These sections amend section
9 of the Central Sales Tax Act, 1956 which amendment have been incorporated in the princi-
pal Act],

121. Amendment of Act 21 of 1998.— In the Finance (No. 2) Act, 1998, with effect
from the st day of September, 1998,—

(a) in section 88, in clause (&), in sub-clause (ii), for the words “two per cent. of the tax
arrear,” the words “two per cent. of the disputed chargeable interest” shall be substi-
nited and shall be deemed to have been substituted;

(b} in section 90, in sub-section (2), for the words “within thirty days of the passing of an
order by the designated aushority”, the words “within thirty days from the date of
receipt of an order passed by the designated authority” shall be substituted and shall
be deemed to have been substituted.

122. Amendment of Act 27 of 1999, — In the Finance Act, 1999, in the First Schedule,
in Part 111, in the opening portion, for the word, figures and letters “section 115AC”, the word,
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ures and letters “section LISACA” shall be substituted and shall be deemed to have been
hstituted with effect from the st day of April. 1999.
THE FIRST SCHEDULE
(See section 2)
PART 1
INCOME-TAX
Paragraph A

In the case of every individual or Hindu undivide

d family or association of persons or body of indi-

juals, whether incorporated or not, or every attificial juridical person referred to in sub-clause (vii) of
wse (31) of section 2 of the [ncome-tax Act, not being a case to which any other Paragraph of this Part

plies,—

Rates of income-tax

) where the total income does not exceed
Rs. 50,000

y where Lhe total income-exceeds Rs. 50,000 but
does not exceed Rs. 60.000

) where the total income exceeds Ks. 60,000 bat
does not exceed Rs. 1,50,000

) where the total income exceeds Rs. 1.50.000

Nil;

10 per cent. of the amount by which the total income

exceeds Rs. 50,000;

Rs. 1,000 plus 20 per cent. of the amount by which

the total income exceeds Rs. 60,000;

Rs. 19.000 plus 30 per cent. of the amount by which

the total income exceeds Rs. 1,50,000.

Surcharge on income-{ax

The amount of income-tax computed it accordance with the preceding provisions of this Paragraph of

‘section 112 or section 113 shall,—

(i) in the case of every individual or Hindu undivided family or association of persons or body of
individuals having @ total income exceeding sixty thousand rupees, be reduced hy the amount of
rebate of income-tax calculated under Chapter VIII-A. and the income-{ax as s0 reduced.

{ii} in the case of every person, other than thoss mentioned in item (i),

be increased by a surcharge for purposes of the Union calculated at the rate of ten per cent. of such

incone-tax :

Provided that no such surcharge shall be payable by a non-resident: .

Provided further that in case of persons mentioned in item (i) above having 2 total income exceeding
xty thousand rupees, the lotal amount payable as income-tax and surcharge on such income shall not exceed
e total amount payable as income-tax on a total income of sixty thonsand rupees by more than the amount

f income that exceeds sixty thousand rupees.

Paragraph B

In the case of every co-operative society,—

Rates of Income-tax

1) where the total income does not exceed
Rs. 16,000.

7) where the toral income exceeds Rs. 10,000 but
does not excecd Rs. 20,000.

3) where the total income exceeds Rs. 20,000

10 per cent. of the total income;

Rs. 1,000 plus 20 per cent. of the amount by which
the total income exceeds Rs. 10,000;

Rs. 3,000 plus 35 per cent. of the amount by which
the total income exceeds Rs. 20,000

Schedule 1, Part 1

(1) Where the assessee officer has applied the rale
\f surcharge ar 17% which rate finds place in para A
£ Part 1 of Schedule I to the Act, the surcharge levi-

able under Act therefore, was a distinct charge, not
dependent for its leviability on the assessee’s liabil-
ity to pay income-tax but on assessed tax. 2009 (3)
Scale 16 (19) (SC)-
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Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this paragraph or
In section 112 or section 113, shall, in the case of every co-operative society, be increased by a surcharge for
purposes of the Union caleutated at the rate of ten per cent. of such ncome-tax.

Paragraph €
In the case of every firm,—
Rate of income-tax
On the whole of the total income 35 per cent.

Surcharge on income-tax

The amount of income-tax computed at the rate hereinbefore specified, or in section 112 or section 113,
shall, in the case of every firm, be increased by a surcharge for purposes of the Union calculated at the rate of

ien per cent, of such income-tax :
Provided that no such surcharge shall be payable by a non-resident.
Paragraph D
In the ease of every local authority,—

Rate of income-tax
On the whole of the total income 30 per cent.

Surcharge on income-tax

The amount of income-tax computed at the rate hereinbefore specified, or in section 112 or section 113,
shall, in the case of every local authonty, be increased by a surcharge for purposes of the Union caleulated ar
the rate of ten per cent. of such income-tax.

Paragraph E
In the case of a company,—
Rates of income-tax
L Inthe case of a domestic company 35 per cent. of the total income;

I Tu the case of a company other than a domestic
company—
{i) on so much of the total income as consists
of—

(a) royalties received from Government or
an Indian concern in pursuance of an
agreement made by it with the Govern-
mentor the Indian concern after the
31st day of March, 1961 but before
the 1st day of April, 1976; aor

(b fees for rendering technical services re-
ceived from Government or an Indian
concern in pursuance of an agreement
made by it with the Government or
the Indian concern after the 29th day of
February, 1964 but before the Ist day
of April, 1976.

and where such agreement has, in either 50 per cent.;
case, been approved by the Central Gov-
emment

(1) on the balance, if any of the total income 48 per eent.;




[The] Finance Act, 2000 [Sch1] 865

Surcharge on income-tax

The amount of income-tax computed in sccordance with the preceding provisions of item I of this
paragraph, or in section 112 or <ection 113, shall, in the case of every domestic company, be increased by a
surcharge caleulated at the rate of ten per cent. of such income-tax.

PART IT
RATES FOR DEDUCTION OF TAX AT SOURCE IN CERTAIN CASES
In every case in which under the provisions of sections 193, 194, 194A, 1948, 194BB, 194D and 195

of the [ncome-lax Act. tax is to be deducted at the rates in force, deduction shall be made from the income
subject to the deduction at the following rates :—

Rate of Income-tax

[. Inthe case of @ person other than a company—
(a) where the person is resident in India—

(i) on income by way of interest other than *Interest on securitics” 10 per cent.;
(i) on income by way of winnings from lotteries and cross-word puzzles 40 per cent.:
(iii) on income by way of winnings trom horse races 40 per cent.:
(iv) on income by way of insurance comimission 10 per cent;
(v) on income by way of interest payable on— ' 10 per cent.;

(A) any debentures or securities other than a security of the Central or
State Government for money issued by or on behalf of any local
authorily or a corporation established by a Central, State or
Provincial Act;

(B) any debentures issued by acompany whete such debentures arc
listed on a recognised stock exchange in Indiain accordance with
the Securities Contracts (Regalation) Acl, 1956 and any rules
made thereunder.

(vi) on any other income 20 per cent;
(b where the person is not residant in India—
(iyin the case of a non-resident Indian—

fA) on any investment income 20 per cent.:

(B3) on income by way of long-term capital gains referred to in Sec- LO per cent,;
tion 115E

{C) on other income by way of long-term capital gains 20 per cent.;

(Dyon income by way of interest payable by Government or an 20 per cent.;

Indian concern on morneys borrowed or debt incurred by Govern-
ment or the Indian concern in foreign currency

(E) on income by way of winnings from Jotieries and cross-word 40 per cent.,
puzzles

(F) on income by way of winnings from horse races 40 per cent.;

(G) on the whole of the other income 30 per cent.

(ii) in the case of any other person.—

(A) on income by way of interest payable by Government or an Indian 20 per cent.;
concern on moneys borrowed or debt incurred by Govern-
ment ar the Indian concem in foreign currency

{B) on income by way of winnings from lotteries and cross-word 40 per cenl.;
puzzles .

(C) on income by way of winnings from horse races 40 per cent.;

(D) on income by way of long-term capital gains 20 per cenl.;

(£) on the whole ofthe other income 30 per cent.

[Vol. 2416 AM. /55
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2. Inthe case of a company—
() wheze the company is 4 domestic company—

(i) on income by way of interest other than “Interest on securities™ 20 percent.;
(if) en income by way of winnings from lotteries and cross-word puzzles 40 per cent.;
(1) on income by way of winnings from horse races 40 per cent.;
(iv) on any other income 20 per cent.;
(b) where the company is rot 2 domestic company—
(i) on income by way of winnings from lotteries and cross-word puzzles 40 per cent.;
(i1) on income by way of winnings from horse races 40 per cent.;
(iii) on income by way of interest payable by Government or an Indian 20 per cent.:

conceri on moneys borrowed or debt incurred by Government or the
Indian cencem in foreign currency

(iv) on income hy way of royalty payable by Government or an Indian
concern in pursuince of zn agreement made by it with the Govern-
ment of the Indian conéern after the 31st day of March, 1976, where
such royalty is in consideration for the transter of all or any rights
(including the granting of alicence) in respect of copyright in any
book vn a subject referred Lo in the first proviso to sub-section (1A)
of Section 115A of the Income-tax Act, to the Indian concern, o7 in
respect of any computer sofiware referred to in the second proviso to
sub-section (1A) of Section 115A of the Income-tax Act, to a person
resident in India—

(A} where the agreement is made hefors the 1st day of June, 1997 30 per cent ;.
(B) where the agreement is made on or after the Ist day of June, 20 per cent.;
1997

{v) on income by way of royalty [not being royalty of the nature referred
to in sub-ilem (b} (iv)] payable by Government or an Tndian concern
in pursnance of an agreement made by it with the Government or the
Indian concern and where such agreement i% with an lndian concern,
the agreement is approved by the Central Government or where it
relates to a matter included in the industrial policy, for the time being
int Force, of the Govemment of India. the agreement is in accordance
with thal policy—

{AY where the agreement is made after the 31st day af March, 1961 50 per cent.;
but hefore the 1st day of Aaril, 1976,

(B) where the agreement is made after the 315t day of March, 1976 34 per cent.;
but hefore the 1st day of June, 1997,

(C) where the agreement is made on or after the 1st day of June, 20 per cent.;
1997

(vi) on income by way of fees for technical services payable by Govern-
ment or an Indian concem in pursuance of an agreement made by it
with the Government or the Indian concern and where such agree-
mentis with an Indian concem, the agreement is approved by the
Central Government or where it relates to a matter included in the
indusirial policy, for the lime being in foree, of the Government of
India. the agreement is in accordance with that policy—

(A) where the agreement is made after the 29th day of February, 50 per cent.;
1964 but befare the st day of April, 1976. '

(B) where the agreement is made after the 31st day of March, 30 per cent.;
1976 hut before the 1st day of June, 1997.

{C) where the agreement is made on or after the st day of Tune, 20 per cent.;

1997
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(vii) on income by way of long-term capital gains 20 per cenl.:
(viii) on any other income 48 per cent.,

Explanation.— For the purpose of item 1(b){i) of this Part, “investment income” and “non-residernt
Indian” shall have the meanings assigned to them in Chapier XTI-A of the Income-tax Act.

Surcharge on income-{ax
The amount of income-tax deducted in accordance with the provisions of—

(a) item 1 of that Part shall be increased by a surcharge, for purposes of the Union calculated at the rate
of ten per cent. of such income-tax; and

(b sub-item (a) of item 2 of this Part shall be increased by a surcharge calculated at the rate of ten per
cent. of such income-fax.

PART 111 R

RATES FOR CHARGING INCOME-TAX IN CERTAIN CASES, DEDUCTING INCOME-TAX FROM
INCOME CHARGEABLE UNDER THE HEAD “SALARIES™ AND COMPUTING “ADVANCE TAX"

In cases in which income-Lax has to be charged under sub-section {4) of section 172 of the ncome-tax
Abt or sub-section (2) of section 174 or section 175 or sub-section (2) of section 176 of the said Acl or
deducted Under section 192 of the said Act from income chargeable under the head “Salaries™ or in which the
“advance-tax” payable under Chapter XVII-C of the said Act has ta be computed al the rate or rates in force,
cuech income-tax or, as the case may be, “advance tax” [not being “advance tax” in respect of any income
chargeable to tax under Chapter X1I or Chapter X1I-A or section 115JB or sub-section (1A) of section 161 or
section 164 or section 164A or section 167B of the Income-tax Act at the rates as specified in that Chapter or
section or surcharge on such “advance tax™ in respect of any income chargeable to tax under section 115 A or
section 11SAB or section 115AC or scetion 11SACA or section 115AD or section 115B or section H13BB or
section 115BBA or section 115E or section 115JB] shall be charged, deducted or computed at the following
rate or rales i— ;

Paragraph A

In the case of every individual or Hindn undivided family or association of persons or body of indi-
viduals, whether incorporated or not, or every artificial juridical person referred (o in sub-clause (vii) of
clause (31) of section 2 of the [ncome-tax Act, not being & ¢ase to which any other Paragraph of this Part
applies.—

Rates of income-tax

(1) where the totz| income does not exceed Nil:
Rs. 50,000

(2) where the total income exceeds Rs. 50,000 but 10 per cent, of the amount by which the total income
does not exceed Rs. 60,000 exceeds Rs. 50.000;

(3) where the total income exceeds Rs. 60,000 but Rs. 1,000 plus 20 per cent. of the amount by which
does not exeeed Rs. 1,50,000 the total income exceeds Rs. 60.000;

(4) where the total income exceeds Rs. 1,50,000 Rs. 19.000 phus 30 per cent. of the amount by which

the total income exceeds Rs. 1,50,000.
Surcharge on income-tax
The amount of ineome-tax computed in accordance with the preceding provisions of this Paragraph or
in section 112 or section 113 shall,—

() in the case of every individual or Hindu undivided family, or association of persons or body of
individuals having a total income exceeding sixty thousand rupees, be reduced by the amount of
rehate of income-tax caleulated under Chapter VITI-A, and the income-tax as so reduced, be in-
creased by a surcharge for purposes of the Union calculated—

{A) at the rate of ten per cént. of such income-tax where the total income exceeds sixty thousand
rupees but does not exceed one Lakh fifly thousand rupees; of

(B) at the rate of fifteen per cent. of such income-tax where the total income exceeds one lakh fifty
thousand rupees;
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(i) in the case of every person other than those menticned in item (i), be increased by a surcharge for
purposes of the Union calculared at the rate of ten per cent. of such income-tax :

Provided that in case of persons mentioned in sub-item (A) of item (i} above having a lotal income
exceeding sixty thousand rupees, the total amount payable as income-tax and surcharge on such income shall
not exceed Lhe total amount payable as income-tax on 4 lotal income of sixty thousand rupees by more than
the amount of income that exceeds sixty thousand rupees :

Provided further that in case of persons mentioned in sub-item (B) of item (i) above having a total
income exceeding one lakh fifty thousand rupees, the total amount payable as income-tax and surcharge on
such income shall not exceed the total amount payable as income-tax and surcharge on a total income of one
lakh fifty thousand rupees by more than the amount of income that exceeds one lakk fifty thousand rupees.

Paragraph B
[n the case of every co-operative sociely,—
Rates of Income-tax

(1) where the total income does not exceed 10 per cent. of the total income;
Rs. 10.000.

{2) where the 1otal income exceeds Rs. 10,000 but Rs. 1,000 plus 20 per cent. of the amount by which
does not exceed Rs. 20,000 the total income excecds Rs. 10,000;

(3) where the total income exceeds Rs. 20,000 Rs. 3.000 plus 35 per cent. of the amount by which

the total income exceeds Rs, 20,000,
Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or
in section 112 or section 113, shall, in the casc of every co-operative society, be increased by a surcharge for
purposes of the Union calculated at the rate of ten per cent. of such income-tax,

Paragraph C
In the case of every firm,—
Rate of income-tax
On the whole of the total income 33 per cent.
Surcharge on income-tax
The amount of income-tax computed at the rate hereinbefore specified, orin section 112 ar section 113,
shall, in the case of every firm, be increased by a surcharge for purposes of the Union calculated at the rate of
ten per cent. of such income-tax.
Paragraph D
In the case of every local authority,—
Rate of income-tax
On the whole of the total income 30 per cent
Surcharge on income-tax

The amount of income-tax computed at the rate hereinbefore specificd, or in section 112 or section 113,
shall, in the case of every local authority, be increased by a surcharge for purposes of the Union caleulated at
the rate of ten per cent. of such income-tax.

Paragraph E
In the case of a company,—
Rates of income-tax
I In the case of a domestic company 35 per cent, of the total income;

1I.  In the case of a company other than a domestic
company—
(1) on so much of the total income as consists
ofe--
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() royaltics received from Government o
an Indian concern in pursuance of an
agreement made by it with the Govern-
ment of the Indian concern after the
31stday of March, 1961 but before
the kst day of April, 1976; or

(b) fees for rendenng technical services re-
ceived from Govemment or an Jndian
concern in pursuance of an agreement
made by it with the Government or
the Indian concern after the 29th day of
February, 1964 but before the 1stday
of April, 1976.
and where such agreement has, in either 50 per cent.;
case, been approved by the Ceniral Gov-
ernment

(i) on the balance. if any, of the total 1ncome 48 per cent..
Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of item T of this
Paragraph, or in section 112 or seetion 113..shall, in the case of every domestic company, be increased by 4
surcharge calculated at the raie of ten per cent. of such income-tax.

PART 1V
[See section 2(10){(c)]
RULES FOR COMPUTATION OF NET AGRICULTURAL INCOME

Rule 1.— Agricultural income of the nature referred to in suh-clause (a) of clause (1A) of section 2 of
the Tncome-tax Act shall be computed as if it were income chargeable to income-tax under that Act under the
head “Income from other sources” and the provisions of sections 57 10 59 of that Act shall, so far as may be,
apply accordingly <

Provided that sub-section (2) of section 58 shall apply subject to the modification that the reference o
section 40A therein shall be construed as not including arelference 10 sub-sections (3) and (4) of section 40A.

Rule 2.— Agricultural income of the nature referred to in sub-glause (b) or sub-clause {c) of clause
(1A} of section 2 of the Income-tax Act (other than income derived from any building required as a dwelling
house by the receiver of the rent or revenue of the cultivator or the receiver of rent-in-kind referred to in the
said sub-clause (¢)) shall be computed as if it were income chargeable to income-tax under that Act under the
head “Profits and gains of business or profession” and the provisions of sections 30, 31, 32. 36, 37, 38, 40,
40A [other than sub-sections (3) and (4) thereof], 41. 43, 43A, 43B and 43C of the lncome-tax Act shall, so
far as may be, apply accordingly.

Rule 3.— Agricultural income of the nature referred 1o in sub-glause (c) of clause (1A) of section 2 of
the Income-tax Act, being income derived from any building required as a dwelling house by the receiver ol
the rent or revenue or the cultivator or the receiver of rent-in-kind referred to in the said sub-clause (¢} shall
be computed as if it were income chargeable to income-tax under that Act under the head “Income from house
property” and the provisions of sections 99 0 27 of that Act shall, so far as may be. apply accordingly.

Rule 4.— Notwithstanding anything contained in any other provisions of these nules, in a case where
the assessce derives income from sale of tea grown and manufactured by him in India, such income shall be
computed in accordance with Rule § of the Income-tax Rules, 1962, and sixty per cenl. of such income shall
be regarded as the agricultural income of the assessee.

Rule 5.— Where the assessee i 2 member of an association of persons or a body of mdividuals (other
than a Hinda undivided family, a company or a finm) which in the previous year has either no income charge-
able to tax under the Income-tax Act or has total income not exceeding the maximum amount not chargeable
to tax in the case of an association of persons or a body of individuals (other than a Hindu undivided family,

a company or a firm) but has any agricu ltura! income, then, the agricultural income or loss of the association
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or body shall be computed in accordance with these rules and the share of the assessec in the agriculiural
income or loss so computed shall be re garded as the agricuitural income or loss of the assessee.

Rule 6.— Where the result of the computation for the previous year in respect of any spurce of agricul-
tural income is a loss, such loss shall be set off against the income of the assessee, if any, for that previous year
from any other source of agricultural income -

Provided that where the assessee is & member of an association of persans or a body of individuals and
the share of the assessee in the agricultural income of the association or body, as the case may be, is a loss,
such loss shall not be set off against any income of the assessee from any other source of agricultural income,

Rule 7.— Any sum payable by the assessee on account of ary tax levied by the State Governiment on
the agricultural income shall be deducted in compiting the agricultural income.

Ruie 8.— (1) Where the assessee has, in the previous year relevant to the assessment yearcommencing
on the Ist day of April, 2000, any agricultural income and the net result of the computation of the agriculueral
income of the assessee for any one or mare of the previous years relevant to the assessment Years commenc-
ing on the Ist day of April, 1992 or the 1st day of April, 1993 or the Tst day of' April, 1994 or the Ist day of
April, 1995 or the st day of April, 1996 or the 15t day of April, 1997 or the 1st day of April, 1998 or the 1st
day of April, 1999, is « loss, then. for the purposes of sub-section (2) of this Act,—

(1) the loss so computed for the previous year relevant to the assessment year commencing on the st
day of Aprit, 1692, (o the extent, if any, suen loss has not been set off against the aericulteral
income for the previons year relevant to the assessment year commencing on the 1st day of April,
1993 or the Ist day of April, 1994 or the 15t day April. 1995 or the 151 day of April, 1996 or the 15t
duy of April. 1997 or the st day of April, 1998 or the Ist day of April, 1999,

(i) the loss so computed for the previous year relevant to the assessment year commencing on the fst
day of April, 1993, to the cxtent, if any, such loss has not been set off against the agricultural
income for the previous year relevant to the assessiment year commencing ou the st day of April,
1994 or the 1 st day of April, 1995 or the lst day of April, 1996 or the 15t day of April, 1997 or the
Ist day of April, 1998 or the 1st day of April, 1999,

(iii) the Joss sa computed for the previous year relevant to the assessment year commencing on the 1 st
day of April, 1994, 1o the extent, if any. such loss has not been set off against the agricultura]
income for the previous year relevant 1o the assessment year commenicing en the 1st day of April,
1995 or the st day of April, 1996 or the 15t day of April, 1997 or the 1st day of April, 1998 or the
Ist day of April, 1999,

{1v) the Toss so computed for the previous year relevant to the assessment year commencing on the Ist
day of April, 1995, (o the extent, if any, such loss has not baen et off against the agricultural
income for the previous year relevant (¢ the assessment year commencing on the 1st day of April,
1996 or the 1st day of April. 1997 or the Ist day of April. 1998 or the 1st day of April, 1999,

(v} the loss so computed for the previous year relevant to the assessment year commeneing on the Ist
day of April, 1996, to the extent, if any, such loss has not been set off against the agricultural
income for the previous year relevant to the assessment year commencing on the 1st day of April,
1997 or the 1st day of April, 1998 or the 15t day of April. 1999,

(vi) the loss so computed for the previous year relevant to the 2ssessment year commenteing on the 1st
day of April, 1997, to the cxtent, if any, such loss has not been sel off against the agricultural
income for the previous year relevant to the assessiment year commencing on lhe Ist day of April,
1998 or the 1st day of April, 1999,

(vi1) the loss so computed for the previous year relevant to the assessment year contmencing on the st
day of April. 1998, to the exlent, if any, such foss has not been set off against the agricalmral
income for the previous year relevant to the assessment year commencing ot the 151 day of April,
1999,

(viii) the loss so computed for the previous year relevant to the assessment year commencing on the ist
day of April, 1999,

shall be set off against the agricultural income of the zssessee for the previous year relevant to the
assEsSIment year commencing on the st day of April, 2000.
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(2) Where the assessee has, in the previous vear relevant Lo the assessment year commencing on the Ist
day of April, 2001 or, if by virtue of any provision of the Income-1ax Act, income-tax is to be charzed in
respect of the income of & period other than that previous year, in such other period. any agricultural income
and the net result of the computation of the agricultural income of the assessee for any one or more of the
previous years releyant to the assessment years commencing on the 1st day of April, 1993 or the Ist day of
April, 1994 or the Ist day of April. 1995 or the 1st day of April, 1996 or the Ist day of Apnil, 1997 or the 1st
day of April, 1998 or the 1st day of April, 1999 or the Isi day of April, 2000, is a 1oss. then, for the purposes
of sub-section (9} of section 2 of this Act,—

(i) the loss so computed for the previous year relevant 1o the assessment year commencing on the 1st
day of April, 1993, to the extent, if any, such loss has not been set off against the agricultural
income for the previous year relevant to the assessment year commencing on the 1st day of April,
1994 or the 1st day of April, 1995 or the 1st day of April, 1996 or the 1st day of April, 1997 erthe
1st day of April, 1998 or the st day of April, 1999 or the 1st day of Apnl, 2000,

{ii) the loss so computed for the previous year relevant 1o the assessment year commencing on the lst
day of April, 1994. lo the extent, if any, such loss has not been set off against the agricultural
income for the previous year relevant to the assessmenl year commencing on the Ist day of April,
1995 or the 15t day of April, 1996 or the Ist day of April, 1997 or the st day of April, 1998 or the
15t day of April, 1999 or the 1st day of April, 2000,

(iii) the Joss so computed for the previous year relevant 10 the assessment year commencing on the st
day of April, 1995, to the extent, if any. such loss has not been sel off againsi the agricultural
income for the previous year relevant to the assessmenl year commencing on the 1st day of April,
1996 or the 15t day of April, 1997 or the ist day of April, 1998 or the 1st day of Anril, 1999 or the
1st day of April, 2000,

{iv) the loss so computed for the previous year relevant to the assessment year commencing on the 1st
day of April, 1996, to the extent, if any, such loss has not been set off against the agricultural
income for the previous year relevant (o the assessment year commencing on the 1st day of April,
1997 or the 1st day of April, 1998 or the st day of April, 1999 or the 1st day of April, 2000.

(v} the loss so computed for the previous year relevant to the assessment year commencing on the Ist
day of Apnl, 1997, to the extent, if any, such loss has not been sel off against the agricultural
income for the previous year relevant to the assessment year commencing on the 1st day of April,
1998 or the 15t day of April, 1999 or the st day of April, 2000,

(vi) the loss so computed for the previous year relevant to the assessment year commencing on the 1st
day of April, 1998, to the extent. if any. such loss hag not been sel off against the agri¢ultural
income for the previous year relevant Lo the gssessment year COMMENcing on the 1st day of April,
1999 or the 1st day of April, 2000,

{vii) the loss so computed for the previous year relevant w the asssssment year commlencing on the 1st
day of April, 1999, to the extent, it any, such loss has not been set ot against the agricultural
income for the previous year relevant to the assessment year commencing or the 1st day of April,
2000,

{viii) the loss so computed for the previous year relevant to the assessmenl year commencing on the 1st
day of April, 2000,

shall be set off against the agricultural income of the assessee for the previous year relevant to the assessment
year commerncing on the Lst day of April, 2001.

(3) Where any person deriving any agricultural ingome from any source has been succeeded in such
capacity by another person, otherwise than by inheritance, nothing in sub-rule (1) or sub-rule (2) shall entitle
any person, other than the person incurring the loss, to have it set aff under sub-rule (1) or, as the case may be,
sub-rule (2).

(4) Notwithstanding anything contained in this rule, no loss which has not been determined by the
Assessing Officer under the provisions of these rules or the rules contained in Part IV of the First Schedule o
the Finance Act, 1992 (18 of 1992), or of the First Schedule 1o the Finance Act, 1993 (38 of 1993), or of the
First Schedule to the Finance Act, 1894 (32 of 1994), or of the First Schedule to the Finance Act, 1995 (22 of
1995), or of the First Schedule to the Finance (No. 2) Ack, 1996 (33 of 1996), or of the First Schedule to the
Finance Act, 1997 (26 of 1997), or of the First Schedule to the Finanee (No. 2) Act, 1098 (21 of 1998), or of
the First Schedule to the Finance Act, 1999 (27 of 1999), shall be set off under sub-rule (1) or, as the ¢ase may
be, sub-rule (2.
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Rule 9.— Where the net result of the computation made in aceordance with these rules is a loss, the
loss so computed shall be ignored and the net agricultural income shall be deemed ta be nil.

Rule 10.— The provisions of the Income-tax Act relati ng to procedure for assessment (including the
provistons of section 288A relating to rounding off of income) shall, with the necessary modifications, apply
in relation lo the computation of the net agricultural income of the assessee as they apply in relation to the
assessment of the total income.

Rule 11.— For the purposes of computing the net agricultural income of the assessee, the Assessing
Officer shall have the same powers as he has under the Income-tax Act for the purposes of assessment of the
total income.

THE SECOND SCHEDULE
[See section 89(c)]

This schedule amends various Chapiers of the Customs Tariff Act. 1975. which amendments have been
incorporated in the principal Act.

THE THIRD SCIIEDULE
[See seetion 113(i)]

This schedule amends various Chapters of First Schedule of the Central Exeise Tariff Act, 1985, which
amendments have been incorporated in the principal Act.

THE FOURTH SCHEDULE
[See section 113(ii)]

This schedule amends various Chapters of the Second Schedule of the Central Bxcise Tariff Act, 1985
which amendments have been incorporated in the principal Act.

THE FIFTH SCHEDULE
[See section 114]

This schedule amends First Schedule of the Additional Duties of Exeise (Goads of Special Importance)
Act, 1957, which amendments have been incorporated in the principal Act.

THE SIXTH SCHEDULE
[See section 115]

This schedule amends certain Item Nos. in the First Schedule of the Medicinal and Toilct Preparations
(Excise Duties) Act, 1955, which arendments have been incorporated in the principal Act.




