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MINISTRY OF LAW
(Legislative Depariment)

New Delhi, the 11th May, 1965/Vaisakha, 21, 1887 (Saka)
The following Act of Parliament received the assent of the Presi-

dent on the 11th May, 1965, and is hercby published for general in-
formation: —

THE FFINANCE ACT, 1965
No. 10 or 1965
[11th May, 1965].
An Act to give effect to the financial proposuls of the Central
Government for the financiul yecar 1965-00.,
Be it enacted by Parliament in lhe Sixteenth Year of the
Republic of India as follows: —
1. (1) 'This Act may be called the Finance Act, 1965,

(2* Save as olherwise provided in this Act, sections 3 to 67 and Short title
69 tu 74 shall be deemed to have ¢ome 1nto force on the 1st day of and com-
April, 1965, and section 68 shall be deemed to have come into force mencement.
on the 1st day of March, 1965.

2. (I) Subject to the provisious of sub-scctions (2), (3), (4) and Income-

(5), for the assessment year commencing on the 1st day of April, tax.
1965, income-tax shall be charged al the rates specified in Part I of

(55)
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the First Schedule and, in the cases to which Paragraphs A, B, C
and D of that Part apply, shall be increased by a surcharge for
purposes of the Union calculated in either case in the manner
provided therein.

(2) In making any assessment for the assessment year commencing
on the lst day of April 1965, where the total income of an assessee,

not being a company, includes any income chargeable under the head
“Salaries”, the income-tax payable by the assessee on that part of his
wilal income which consists of such inclusion shall be an ammount
hearing to the total amount of income-tax and super-tax anable
according to the rates applicable under the operation of the Finance
Act, 1964, on his total income the same proportion as the amount of
such inclusion bears to his total income,

(3) In making any assessment for the assessment year commenc-
ing on the 1st day of April, 1965, where the total income of a company,
other than the Life Insurance Corporation of India established under
the Life Insurance Corporation Act, 1956, includes any profits and
gaing from lile 1nsurance business, the income-tax payable by it shall
be the aggregate of the income-lax calculated- -

(i) on the amount of profits and gains from lile insurance
business so included, at the rate applicable to the Life Insurance
Corporation of India in accordance with Paragraph E of Part I
of the First Schedule; and

(1i) on the remaining part of iis total income, at the rate
applicable to the company on its total income.

(4) In cases to which Chapter XII of the Income-tax Act, 1961
(nereinafter referred to as the Income-tax Act) applies, the tax
chargeable shall be determined as provided in that Chapter, and with
reierence to the rates imposed by sub-section (I) or the rates as
specified in that Chapter, as the case may be,

(5) (a) In respect of any assessment for the assessment year
commencing on the lst day of April, 1965—

(i) an assessee being an Indian company or any other com-
pany which has made the prescribed arrangements for the
declaration and payment of dividends within India or an assessee
(other than a company) whose tolal income includes any profits
and gains derived from the export of any goods or merchandise
out of India, shall be entitled to a deduction, from the amount
of income-tax with which he iy chargeable, of an amount equal
to the income-tax calculated at one-tenth of the average rate of
income-tax on the amount of such profits and gains included in
the total income:

(it) where an assessee of the type referred to in sub-clause (i)
engaged in the manufacture of any articles in an industry
specified in the First Schedule to the Industries (Development
and Regulation) Act, 1951, has during the previous year exported
such articles out of India, he shall be entilled, in addition to the
deduction of income-tax referred to in sub-clause (i), to a further
deduction, from the amount ol income-tax with which he is
chargeable for the assessment year, of an amount equal to the
income-tax calculated at the average rate of income-tax on an
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amount equal to two per cent. of the sale proceeds receivable by
him in respect of such export;

(i11) where an assessee of the type referred to in sub-clause (i)
engaged in the manufacture of any articles in an industry speci-
fled in the said First Schedule has, during the previous year, sold
such articles tn any rther person in India who himself has
exported them out of India and evidence is produced before the
Income-tax Officer of such articles having been so exported,
the agsessee ghall be cntitled to a deduction, from the amount of
income-tax with which he is chargeable for the assessment year,
of an amount equal to the income-tax calculated at the average
rate of income-tax on a sum equal to two per cent. of the sale
proceeds receivahle by him in respect of such articles from the
exporter.

(b) The total of the deductions under this sub-section sball in no
case exceed the amount of income-tax otherwise payable by the
assessee,

(¢) Nothing contained in sub-clause (1) and sub-clause (iif) of
clause (a) shall apply,—

(i) in relation to—

(1) fuels,

(2) fertilisers,

(3) photographic raw film and paper,

(4) textileg (including those dyed, printed or otherwise
processed) made wholly or in part of jute, including jute
twine and rope,

(5) newsprint,
(6) pulp—wood pulp, mechanical, chemical, including

digsolving pulp,
(7) sugar,
(8) vegetable oils and vanaspathi,
(9) cement and gypsum products,
(10) arms and ammunition, and
(11) cigarettes,
respectively specified in items 2, 18, 20, 23(2), 24(2), 24(5), 25,
28, 35, 37 and 38 of the First Schedule to the Industries (Develop-
ment and Repulation) Act, 1951; or
(iD) in relation to textiles sneccified in items 23(1), 23(3), 23(4)
and 23(5) of that Schedule where such textiles have been ex-
ported before the 1st day of March, 1964.

(d) The amount of any profits and gains derived from the export
of any goods or merchandise out of India in respect of which deduc-
tion of income-tax is admissible under sub-clause (i) of clause (a)
shall be computed in accordance with the rules made by the Central
Board of Direct Taxes in this behalf.

(6) In cases in which tax has to be deducted under sections 193

ta 195 of the Income-tax Act at the rates in force, the deduction
shall be made at the rates specified in Part TI of the First Schedule.
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(7) For the purpc 2 of this section, and of the rates of income-tax
imposed thereby, and of section 83—

(i) the expressions “assessment year”, “average rate of
income-tax”, “non-resident”, “partner”, and “total income” have,
unless the context otherwise requires, the meanings respectively
assigned to them under clauses (9), (10), (30), (23) and (45) of

section 2 of the Income-tax Act;

(1) the expression “earned income™ means any income of an
assessee who 18 an individual, Hindu undivided family, unregis-
tered firm or other association of persons or body of individuals,
whether incorporated or not, not being a company, a local
anthority, a registered firm or a firm assessed under clause (h) of
section 183 of the said Art—-

(a) which is chargeable under the hrad “Salaries”; or

(b) which is chargeable under the head “Profits and gains
of business or profession” where the business or profession
is carried on by the assessee or, in the case of a firm, whera
the assessee 13 a partner actively engaged in the conduct of
the business or profession; or

(¢) which is chargeable under the head “Income from
other sources” if it iz Immediately derived from personal
exertion or represents a pension or superannuation or other
allowance given to the assessee in respect of the past
services of any deceased person, or which s chargeable under

that head under clause (ia) of sub-sectlon (2) of section 56

of the Income-tax Act; and

includes any such income which, though it is the inenme of
another person. is included in the assessee’s income under the
provisions of the Tncome-tax Act, hut does not include any such
income on which income-tax is not pavable under clause (iii) or
clause (v) of section 88 of that Act or which is exempted from
tax under a notification issued under section A0 of the Indian
Income-tax Act. 1922, as continued in forece by clauge (1) of
sub-sectivp {2) of section 297 of the Income-tax Act:

(i11) the expression “unearned income” means income which
is not “earned income”,

3. (1) Save as otherwise provided in Chapter XXITA of the
Income-tax Act, annuity deposit for the assessment vear commencing
on the 1st day of April. 1965 shall be made by every person to whom
the provisions of that Chapter apply at the rates specified in the
Second Schedule.

11 of 1922
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(2) For the purposec o{ th1s sectlon and the Se(:ond Schedule.
the expressions “adjusted total income”, “annuity deposit” and
“depositor” have the meanings respectively assigned to them under
clauses (1), (5) and (6) of section 280B of the Income-tax Act.

4, In scetion 2 of the Income-tax Act,— .

(i) in clause (7), for the words “income-tax or super-tax”,
the words “any tax” shall be substituted;

(1) clause (11) shall be omitted;
(iii) in clause (18),—

(i) in sub-clause (b) (i), for the words and brackets
“held by, the Government or a corporation established by a
Central, State or Provincial Act or the public (not being a
director, or a company to which this clause does not apply)”,
the following shall be substituted, namely:—

“held by—

(a) the Government, or

(b) a corporation established by a Central, State op
Provincial Act, or

(¢) any company to which this clause applies or any
subsidiary company of such company where such subsi-
dlary company fulflls the conditions laid down In
clause (b) of section 108 (hereinafter in this clause
referred to as the subsidiary company), or

(d) the public (not belng a director, or a company to
which this clause does not apply)™;

(i1) in clause (i) of Explanation 1, after the word
“applies”, the words “or the subsidiary company of such
company” shall be inserted;

(iv) In clause (22), after sub-clause (i), the following
sub-clause shall be inserted, namnrly:—

“(in) a distribution mads in accordance with sub-
clause (¢ or sub-clause (d) in =0 far s such distribution
is attributable to the capitalised profits of the company
representing bonus shares allotted to its equity shareholders
after the 31st day of March, 1964;”;

(v) in clause (30). the figures *, 113” shall be omitted;
(1) for clause (43). the following clauses shall be substi-
tuted, namelv: —
‘(43) “tax” in relation to the assessment year com-
mencing on the Ist day of April, 1965, and any subsequent
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assessment year means income-tax chargeable under the
provisions of this Act, and in relation to any other assess-
ment year ingome-tax and super-tax chargeable under the
provisions of this Act prior to the aforesaiq date;

(43A) *tax credit certificate” means a tax credit
certificate granted to any person in accordance with the
provisions of Chapter XXIIB and any scheme made there-
under;’;

(vii) clause (46) shall be omitted.

b, In section 8 of the Income-tax Act,—

(i) for the words “For the purposes of inclusion in the total

income of an assessee, any dividend”, the words, brackets and
letter “For the purposes of inclusion in the total income of an
assessee,—

(a) any dilvidend” shall be substituted;
(it) the following clause shall be inserted at the end,

namely: —

“(b) any interim dividend shall be deemed to be the
income of the previous year in which the amount of such
dividend is unconditionally made available by the company
to Lhe member who {s entitled to it.”.

6. In section 10 of the Income-tax Act,—

(i) after clause (4), the following clause shall be inserted,

namely: -

“(4A) in the case of a non-resident, any income from
interest on moneys standing to his credit in a non-resident
account in any bank in India in accordance with the Forejgn
Exchange Regulation Act, 1947, and any rules made there-
under;”;

(i1) in sub-clause (vii) (a) of clause (6),—

(a) after the words “such person continues”, the words,
figure and letters “with the approval of the Central Govern-
ment obtained before the 1st day of October of the relevant
assessment ycar” shall be inserted;

(b) for the words “twenty-four months”, the words
“sixty months” shall be substituted;

T of 1047,
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(ii) for clause (13), the following clause shall be sub-
stituted and shall be deemed always to have been substituted,
namely:—

“(13) any payment from an approved superannuation
fund made—

(z) on the death of a beneficiary; or

(1) to an employee in lieu of or in commutation of
an annuity on his rctirement at or afier a specified age
or on his becoming incapacitated prior to such retire-
ment; or

(iii) by way of refund of contributions on the death
of a beneficiary; or

(iv) by way of refund of contributions to an em-
ployee on his leaving the service in connection with
which the fund is established otherwise than by retire-
ment at or after a specified age or on his becoming in-
capacitated prior to such retirement, to the extent to
which such payment does not exceed the contributions
made prior to the commencement of this Act and any
interest thereon;”;

(iv) after clause (27), the following clause shall be inserted,
namely: —

“(28) in the case of any person granted a tax credit
certificate, any amount adjusted or paid to him in respect
of such certificate under the provisions of Chapter XXIIB
and any scheme made thereunder.”,

1. In section 18 of the Income-tax Act, in clause (i) of sub-section
(1), after the word “Government”, the words, figures and letters
“not being interest payable under section 280D in respect of any
annuity deposit made under Chapter XXIIA” shall be inserted.

8. In section 33 of the Income-tax Act,—

(1) in sub-section (1), for clause (iii), the following clause
shall be substituted, namely: —

“(iii) in the case of machinery or plant installed after
the 31st day of March, 1961—

(¢) where the machinery or plant is installed after
the 31st day of March, 1963 and before the 1st day of
April, 1966 for the purposes of business of mining coal,
thirty-five per cent. of the aclual cost of ihe machinery
ov plant to the assessee,

(b) where the machinery or plant is installed
before the lst day of April, 1965 for the purposes of any
other business, twenty per cent.,
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(¢) where the machinery or plant is installed after
the 31st day of March, 18656—

(A) for the purposes of business of consiruction,
manufacture or production of any one or more of
the articles or things specified in the list in the Fifth
Schedule, twenty-five per cent. of the actual cost of
the machinery or plant to the assessee, and

(B) for the purposes of any other business,—

(a) twenty per cent. of the actual cost of the
machinery or plant to the assessee, where it is
ingtalled before the 1st day of April, 1967; and

(b) fifteen per cent. of such cost, in any
other case,”;

(i1) In sub-section (2), for the words, brackets, figures and
leiter “any allowance under sub-section (I) or sub-section (14)",
wherever they occur, the words, brackets, figures and letters “any
allowance under sub-section (I) or sub-section (I1A) of this
section or sub-section (1) of section 33A" shall be substituted;

(i11) after sub-sectlon (5), the following sub-section shall be
inserted, namely:—

“(6) Notwithstanding anything contained In the fore-
going provisions of this section, no deduction by way of
development rebate shall be allowed in respect of any
machinery or plant installed after the 31st day of March,
1965 in any office premises or any residential accommeaodation,
including any accommodation in the nature of a guest-house.”.

9. After section 33 of the Income-tax Act, the following section
shall be inserted, namely: —

‘83A. (1) In respect of planting of tea bushes on any land in
India owned by an assessee who carries on business of growing
and manufacturing tea in India, a sum by way of development
allowance equivalent to--

(i) where tea bushes have been planted on any land
not planted at any time with tea bushes or on any land which
had been previously abandoned, forty per cent. of the actual
cost of planting; and
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(1) where tea bushes are planted in replacement of tea
bushes that have died or have become permanently useless
on any land already planted, twenty per cent, of the actual
cost of planting.

shall, subject to the provisions of this section, be allowed as a
deduction in respect of the third succeeding previous year next
following the previous year in which the land is prepared for
planting or replating, as the case may be:

Provided that no deduction under clause (1) shall be allowed
unless the planting has commenced after the 31st day of March,
1965, and no deduction shall be allowed under clause (ii) unless
the planting has commenced after the 31st day of March, 1965,
and been completed before the 1st day of April. 1970,

(2) Where the total income of the assessee assessable for the
assessment year relevant to the third succeeding previous year
next following the previous year in which the land has been
prepared [the total income for this purpose being computed
after making the allowance under sub-section (1) or sub-section
(1A) or clause (ii) of sub-section (2) of section 33 but without
making any allowance under sub-section (1) of this section] is
nil or is less than the full amount of the development allowance
calculated at the rates specified in sub-section (I)—

(1) the sum to be allowed by way of development
allowance for that assessment year under sub-section (1)
shall be only such amount as is sufficient to reduce the said
total income to nil; and

(i1) the amount of the development allowance, to the
extent to which it has not been allowed as aforesaid, shall
be carried forward to the following assessment year, and the
development allowance to be allowed for the {following
assessment year shall be such amount as is sufficient to reduce
the total income of the assessee assessable for that assess-
ment year, computed in the manner aforesaid, to nil, and
the balance of the development allowance, if any, still out-
standing shall be carried forward to the following assessment
year and so on, 30 however, that no portion of the develop-
ment allowance shall be carried forward for more than eight
assessment years immediately succeeding the assessment
year In which the deduction was first allowable.

Explanation.--Where for any assessment year develop-
ment allowance is to be allowed in accordance with the
provisions of sub-section (2) in reaspect of more than one
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previous year, and the total income of the assessee assessable
for that assessment year [the total income for this purpose
being computed after making the allowance under sub-
section (1) or sub-section (14) or clause (ii) of sub-section
(2) of section 33 but without making any allowance under
sub-section (1) of this section] is less than the amount of
the development allowance due to be made in respect of
that assessment year, the following procedure shall be
followed, namely :—

(i) the allowance under clause (ii) of sub-section (2)
of this section shall be made before any allowance under
clause (i) of that sub-section i3 made; and

(ii) where an allowance has to be made under clause
(it) of sub-section (2) of this sectlon in respect of
amountg carried forward from more than one assessment
year, the amount carried forward from an earlier
assessment year shall be allowed before any amount
carried forward from a later assessment year.

(3) The deduction under sub-section (1) shall be allowed

only if the following conditions are fulfilled, namely: —

(i) the particulars prescribed in this behalf have been
furnished by the assessee;

(it) an amount equal to seventy-five per cent. of the
development allowance to be actually allowed is debited tc
the profit and loss account of the relevant previous year and
credited to a reserve account to be utilised by the assessee
during a period of eight years next following for the purposes
of the business of the undertaking, other than—

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

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

(iii) such other conditions as may he prescribed.

(4) If any such land is sold or otherwise transferred by the

assessee to any person at any time before the expiry of eight
years from the end of the previous year in which the deduction
under sub-section (1) was allowed, any allowance under this
section shall be deemed to have been wrongly made for the pur-
poses of this Act, and the provisions of sub-section (54) of section

155

shall apply accordingly:
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Provided that this sub s-ection shall not apply—-

(i) where the lang is sold or otherwise transterred by
the assessee to the Government, a local authority, a corpo-
ration established by a Central, State or Provinclal Act or a
Government company as defined in section 617 of the Com-
panies Act, 1858; or

(1) where the sale or transfer of the land is made in
connection with the amalgamation or succession referred to
in sub-section (5) or sub-section (6).

(5) Where in a scheme of amalgamation, a company (here-
Inafter in this sub-section referred to as the predecessor) sells or
otherwise transfers to the company formed in pursuance of the
predecessor’s amalgamation with that company (hereinafter in
this sub-section referred to as the successor) any land in respect
of which development allowance has been allowed to the pre-
decessor under sub-gection (1),—

(1) the successor shall continue to fulfil the conditions
mentioned in sub-section (3) in respect of the reserve created
by the predecessor and in respect of the period within which
such land shall not be sold or otherwise transferred and in
default of any of these conditions, the provisions of sub-
section (5A) of section 155 shall apply to the successor as
they would have applied to the predecessor had it committed
the default;

(b) the balance of development allowance, if any, still
outstanding to the predecessor in respect of such land shall
be allowed to the successor in accordance with the provisions
of sub-section (2), so however, that the total period for
which the balance of development allowance shall be carried
forward in the assessments of the predecessor and the
successor shall not exceed the period of eight years specified
in sub-section (2) and the successor shall be treated as the
asseggee in respect of such land for the purposes of this
section.

Explanation —For the purposes of this sub-section, “amalga-
mation” shall have the meaning assigned to it in the Explanation
to sub-section (3) of section 33

(6) Where a firm is succeeded to by a company in the business

carried on by it as a result of which the firm sells or otherwise
transfers to the company any land on which development allow-
ance has been allowed, the provisions of clauses (a) and (b) of
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sub-section (%) shall, so far as n;ay be,ﬂai:)_ply to the firm an
the company.

Explanation.—The provisions of this sub-section shall apply
ii the conditions laid down in the Explanation to sub-section (4)

of section 33 are fulfilled.

(7) For the purposes of this section, “actual cost of planting”
means the aggregate of—

(i) the cost of preparing the land;
(i) the cost of seeds, cutting and nurseries;
(i11) the cost of planting and replanting; and
(iv) the cost of up-keep thereof for the previous year in
which the land has been prepared and the three successive
previous years next following such previous year,

reduced by that portion of the cost, if any, as has been met
directly or indirectly by any other person or authority:

Provided that where such cost exceeds twelve thousand five
hundred rupees per hectare in respect of land situate in a hilly
area or exceeds ten thousand rupees per hectare i any other
area, then the excess shall be 1gnored.

(8) The Board may, having regard to the elevation and
topography, by general or special order, declare any areas to be

nilly areas for the purposes of this section and such order shall
net be questioned before any court of law or any other authority.’.

10. In section 34 of th: Income-tax Act, in the Explanation to
clause (1) of sub-section (2). for the words, brackets and figures “is
transferred by a company to a subsidiary company, then, if the
conditions of clause (1) of section 47 are satisfied”, the following
shall be substituted, namely :—

“is transferred by a holding company to its subsidiary
company or by a subsidiary company to its holding company,
then, 1f the conditions of clause (iv) or, as the case may be, of
cluuse (v) ol section 47 are satished”.

1L In section 36 ol the Income-tax Act, in sub-section (I), after
clayse (vin), the tollowing clause shall be inseried, namely: —

"(wr) any expenditure bona fide incurred by a company lor
the purpose ot promoting tamily plannng amongst 1its em-
ployees:

Provided that where such expenditure or any part thereot
18 ot a capital nature, one-ifth ot such expendiiure shall be
deducted tor the previous year in which it was incurred; and

the balance thereot shall be deducted in equal instalments for
each of the tour immediately succeeding previous years:

Provided further that the provisions of sub-section (2) of
section 32 and of sub-section (2) of section 72 shall apply in
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relation to deductions allowable under this clause as they apply
in relation to deductions allowable in respect of depreciation:

Provided further that the provisions of cleuses (i), (ii1),
(iv) and (v) of sub-section (2) of section 35, of sub-section
(3) of section 41 and of Explunation I to clause (1) of sectlon
43 shall, so far as may be, apply in relation to an asset repre-
senting expenditure of a capital nature for the purposes of
promoting family planning as they apply in relation to an asset
representing expenditure of a capital nature on scientific
research.”.

12. In section 37 of the Income-tax Act, in clause (i) of sub-section
(2), after the word and figures “section 33”, the words, figures and
letter “or section 33A” shall be inserted.

13. In section 40 of the Income-tax Act, in sub-clause (iii) of
clause (¢),—
(a) in the proviso—
(i) after the words, brackets and figure “in sub-clause
(i)”, the words, brackets and figures “or any payment of
tax referred to in sub-clause (vw)” shall be inserted;

(i1) after the words, brackets and figures “clause (iv)
or clause (v)”, the words, brackets and tigures “or any ex-
penditure reterred to in clause (wx)” shall be inserted;

(b) after the proviso, the following proviso shall be 1nsert-
ed, nameiy: —~

‘Provided further that nothing in this sub-clause shall
apply to any expenditure which results directly or indirect-

ly in the provision of any benefit or amenity or perguisite
to an employee whose income chargeable under the head

“Salaries” is seven thousand five hundred rupees or less..
14. In section 43 of the Income-tax Act—

(a) for Explanation 6 to clause (1), the following Explana-
tion shall be substituted, namely:—

“Explanation 6—When any capital asset is transferred
by a holding company to iis subsidiary company or by a
subgidiary company to its holding company, then, if the
conditions of clause (iv) or, as the case may be, of clause
(v) of section 47 are satisfied, the actual cost of the trans-
ferred capital asset to the transferee company shall be
taken to be the same ag it would have been if the transferor
company had continued to hold the capital asset for the
purpoges of its business.”;

(b) for Explanation 2 to clause (6), the following Explana-
tion shall be substituted, namely: —

“Explanation 2—When any capital asset is transferred
by a holding company to its subsidiary company or by a
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subsidiary company to its holding company, then, if the
conditions of clause (iv) or, as the case may be, of clause
(v) of section 47 are satisfled, the written down value of
the transferred capital asset to the transferee company
ghall be taken to be the same as it would have been if the
transferor company had continued to hold the capital asset
for the purposges of its business.”.

&'gﬁ"%} 15. In section 47 of the Income-tax Act, after clause (iv), the

section 47 following clause shall be inserted, namely:—

“(v) any transfer of a capital asset by a subsidiary company
to the holding company if—

(o) the whole of the share capital of the subsidiary com-
pany is held by the holding company, and

(b) the holding company is an Indian company.”.

%’é‘rffdéf 16. In section 49 of the Income-tax Act,—
sectlon 49, (1) in sub-clause (e) of clause (iii), after the word, brackets

and figures “clause (iv)”, the words, brackets and figure “or
clause ()" shall be inserted;

(i) at the end, the following Explanation ghall be added,
namely: —

‘Explanation.~—In this section the expression “previous
owner of the property” in relation to any capital asset
owned by an assessee means the last previous owner of the
capital asset who acquired it by a mode of acquisition other
than that referred to in clause (i) or clause (ii) or clause
(ii1) of this section.".

Insartion

of new 17. After sectlon 54 of the Income-tax Act, the following section
section .

54A. shall be inserted, namely :(—

fﬁie;nor ‘54A. (1) Where in the case of an assessee, being an indivi-
capital dual who is not a citizen of India or being a eompany which is
gains in not an Indian company, a capital gain arises from the transfer
ggggm of a capital asset, being shares in an Indian company, and the

assegsee has, within a period of two years from the date of such
trangfer, re-invested the full value of the consideration or any
part thereof received or accruing as a result of such transfer in
an Investment approved by the Ceniral Government in this
hehalf (herelnafter in this section referred to as the approved
investment), the assessee shall, subject to the provisions of sub-
section (3), be entitled to a credit of a sum calculated in accord-
ance with the provisions of sub-section (2).

(2) The amount to be given as credit under sub-section
(1) shall be a sum which bears to the amount of income-tax
payable by the assessee on the income chargeable under the
head “Capital gaing” arising from the transfer referred to in
sub-section (1) the same proportion as the amount invested in
the approved investment as reduced by the cost of acquisition
[as ascertained for the purposes of clause (ii) of section 48]
of the transferred shares bears to the capital gains arising from
such transfer.
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(3)A TE& amount of cr_edit so calculated shall be given in the
following manner, namely:—

(a) if the approved investment is made by the assessee
within the period of two years aforesaid and before the com-
pletion of the assessment in respect of the year in  which
the income arising from such transfer i chargcable to tax,
the amount of the credit shall, on the assessee making a
claim in this behalf in the prescribed form and in the
prescribed manner, he adjusted against the tax payable by
the assessee in respect of that assessment year, and

(b) if the approved investment is made by the assessee
within the period of two years aforesaid but after the
assessment for the relevant year is made, the amount of the
credit shall, on the assessee making a claim in the prescribed
form and in the prescribed manner, be deemed to be refund
due to the asseasee under Chapter XIX and all the provisions
of this Act shall apply accordingly.’.

18. In section 56 of the Income-tax Act, in sub-section (2), after Amend.
ment of

clause (i), the following clause shall be inserted, namely:— agetion 6,
“(ig) income referred to in sub-clause (viii) of clause (24)
of gection 2;".

19, After section 69A ol the Income-tax Act, the following |ncertion
section shall be inserted under the sub-heading “Aggregation of ofnew

s . gertion
Income”, namely :— 691,

“69B. Where in any financial year the assessee has made in- Amount of
vestments or is found to be the owner of any bullion, jewellery invest-
or olher valuable article, and the Income-tax Ofhicer finds that fﬂﬁm&ﬁsp
the amount expended on making such investments or ip ac- disclosedin
quiring such bullion, jewellery or other valuable article ex- Eﬁfé‘jn{?‘
ceeds the amount recorded in this behalf in the books of ac-
count maintained by the assessee [or any source of income, and
the assessee offers no explanation about such excess amount or
the explanation offered by him is not, in the opinion of the
Income-tax Officer, satisfactory, the excess amount may ke
deemed (0 be the income of the assessee for such financial

year.”.
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20. After section 80 of the Income-tax Act, the_fgllowing Chai;tar
and sections shall be inserted, namely:—

‘CHAPTER VIA
DEDUCTIONS TO BE MADE IN COMPUTING TOTAL INCOME

80A. (/) In computing the total income of an assessee there
shall be deducted, in accordance with and subject to the pro.
visions of this section, an amount equal to sixty per cent. of
the first five thousand rupees of the aggregate of the sums
specified in sub-section (2) and fifty per cent. of the halance,
if any, of such aggregate.

(2) The sums referred to in sub-section (1) shall be the
following, namely:—

(a¢) where the assessee is an individual. any sums paid
in the previous year by the assessee out of his income
chargeable to tax—

(i) to effect or to keep in force an insurance on the

life of the assessee or on the life of the wife or husband
of the assessee; or

(i1) to effect or to keep in force a contract for a
deferred annuitv on the life of the assessee or on  the
life of the wife or husband of the assessee; or

(ii1) as a contribution to anv provident fund to
which the Provident Funds Act, 1925 applies;

(b) where the assessee is a Hindu undivided family,
anv sums paid in the wvrevious year by the assesses out
of its income chargeable to tax, to effect or to keep in force
an in<urance on the life of anv male member of the family
or of the wife of any such member;

(¢) anvy sum deducted in the previous year {rom the
salarv pavable by or on behalf of the Government to any
individual being a sum deducted in accordance with the
conditions of his service, for the purpose of securing to him
a deferred annuity or making provision for his wife or
children, in so far as the sum so deducted does not exceed
one-fifth of the salary;

(d) if the assessee is an employee particlpating in a
recognized provident fund, his own contributions to his
individual account in the fund in the previous year, in so far
as the aggregate of such contributions does not exceed one-
fifth of his salary in that previous year or eight thousand

rupees, whichever is less.

Explanation—In clause (d) of this sub-section and in
clause (d) of sub-section (1) of section 87, “salary” shall
have the meaning assigmed to it in clause (h) of rule 2 of
Part A of the Fourth Schedule;

() if the assessee 1z an emplovee particinating in an
approved superannuation fund, any sum paid in the previous
year by him by way of contribution towards the super-
annuation fund;

19 of To24.
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(f) where the assessee i3 an individual, any sums depo-
sited, in the previous year by the assessee out of his income
chargeable to tax, in a ten-year account or a fifteen-year
account under the Post Office Savings Bank (Cumulative
Time Deposits) Rules, 1959, as amended from time to time.

(3) The provisions of clauses (a) and (b) of sub-section (2)
shall apply only to so much of any premium or other payment
made on a vollcy other than a contract for a deferred annuity
as ig not in excesg of ten per cent. of the actual capital sum
agsured.

Explanation--In calculating any such capital sum, ne
account shall be taken—

(1) of the value of any premiums agreed to be returned,
or

(i1) of any benefit by way of bonus or otherwise over
and above the sum actually assured, which is to be or may
be received under the pelicy by any person,

(4) The aggrepate of th~ sums referred to in sub-section
(2), which qualifies for the purposes of computing the deduction
raferred to in sub-section (1), shall not exceed—

(1) in the case of an individual being an author, play-
wright, artist, musician or actor, such percentage of his total
inrome, as computed before making any deduction under
this Chapter and hefore deduction of any amount of annuity
deposit under section 2800, or such amount, as may bhe
prescribed :

Provided that such individual has effected an insurance
referred to in sub-clause (i) of clause (@) of sub-saction (2)
prior to the 1st day of March, 1964 and has pald any sum
in the previous year to keep in force such insurance;

(i#) in the case of any other Individual [including an
author, playwright, artist. musieian or actor to whom the
pravisions of clause (i) do not apply], twenty-five per cent.
of the total income, as computed before making any deduc-
tion under this Chapter and before deduction of any amount
of annuity deposit under section 2800, or twelve thousand
five hundred rupees, whichever is legs;

(ii)) in the case of a Hindu undivided family, twenty-five
per cent. of its total income, as computed before making any
deduction under this Chapter and bhefore deduction of any
amount of annuily deposit under sectlon 2800, or twenty-five

thousand rupees, whichever is less.
114 G of 1. Px—13.
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(5) If the total income of the assessee includes any income
chargeable under the head “Salaries”, the deduction under sub-
section (1) shall be made in computing the income under that head,
and if there is no income chargeable under that head, or if the
amount required to be deducted exceeds such income, the whole
or the balance of the amount required to be deducted shall be
allowed as a deduction in computing earned income chargeable
under any other head, and, if there is no earned income charge-
able under any other head or the whole or the halance of the
amount required to be deducted exceeds such earned income,
the whole or the balance of the amount required to be deducted
shall be allowed as a deduction in computing any other income
under any head.

(6) This section shall apply in respect of—

(1) the assessment year commencing on the 1st day of
April, 1966 and any subsequent assessment year, in the case
of an assessee whose total income includes any Income
chargeable under the head “Salaries” from which tax is
deducted, or deductible, at source in accordance with the
provisions of section 192; and

(i) the assessment year commencing on the 1st day of
April, 1965 and any subsequent assessment year, in the case
of any other assessee.

80B. (1) Where an assessee who is resident in India, being
an individual or Hindu undivided family, who has, during the
previous year, incurred out of his or its income chargeable to
income-tax, any expenditure for the medical treatment (includ-
ing nursing) of a person who—

(a) is a relative of the individual. or, as the case may
be, is a member of the Hindu undivided family and is not
dependent on any person other than such individual or Hindu
undivided family for his support or maintenance, and

(b) is suffering from a physical or mental disability
which is certified by a registered medical practitioner to
have the effect of reducing considerably such person’s
capacity for normal work or engaging in a gainful employ-
ment (hereinafter in this section referred to as handicapped
dependant),

the assessee shall, subject to the provisions of this section. be
allowed a deduction of the amount specified in sub-section (2)
in the computation of his total income in respect of the previeus
year,
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(2) The deduction under sub-section (1) shall be—

(i) in a case where the handicapped dependant has, for
a period of one hundred and eighty-two days or more
during the previous year, been admitted in a hospital or
a nursing home or a medical institution or in such other
institution as may be notified by the Central Government
in the Official Gazette to be an institution for the care of
handicapped persons, and fees and charges for his medical
treatment (including nursing) are payable to such hospital
or nursing home or medical or other institution, as the case
may be, a sum of two thousand four hundred rupees, or

(i1) In any other case, a sum of six hundred rupees,

as reduced, in either case, by an amount equal to the income,
if any, of the handicapped dependant in respect of the previous

year .

Provided that where the assessee has, during the previous
year, incurred expenditure on more than one handicapped
dependant, the deduction under sub-section (1) shall be allowed
only with reference to one such handicapped dependant as may
be chosen by the assessee.

(3) If the total income of the assessee includes any earned
ineome, the allowance referred to in sub-section (I) shall be
made in computing the earned income chargeable under any
head, and if there is no such income or the amount of the allow-
ance exceeds such income, the whole or the balance of sucn
amount, as the case may be, shall be allowed as a deduction
in computing the assessee’s unearned income chargeable under
any head.

80C. (/) Where in the case of an assessee, being an Relief
individual who is a citizen of India and is resident in India, relating to
his share in the income of a registered firm which renders :Iym ent
professional service as chartered accountant, solicitor, lawyer, iﬁ‘;",‘:é,’,’gnt
architect, or such other professional service as may be notified annuities.
in this behalf by the Central Government in the Official Gazette
is chargeable to tax and he has paid out of his income chargeable

to tax a premium (by whatever name called) in any previous
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year under an annuity contract for the time being approved by
the Commissioner as having for its main object the provision
for the individual of a life annuity in old age (hereinafter in
this section reterred to as qualifying premium), then the assessee
shall, subject to the provisions of this section, be allowed a
deduction of the amount of the quelilying premium in the
computation of his total income in respect of the previous year:

Provided that the amount which may be so deducted shall
not exceed the sum of five thousand rupees or one-tenth of his

total income for that year, whichever is less;

Provided further that any annuity payable to the individual
shall be deemed to be his earned income to the extent to which
it is attributable to the amount in respect of which deduction
has been allowed under this section and chargeable to tax
accordingly.

Explanation.—For the purposes of the first proviso, “total
income” means the total income computed in accordance with
the provisions of this Act, before making any deduction under
this Chapter and before deduction of any amount of annuity
aeposit under section 2800 bhul excluding any income which
would otherwise be included in his total income under the
provisions of section 64.

(2) Subject to sub-section (3) and any rules made by the
Board in this behalf, the Commissioner shall not approve a
contract unless he is satisfied that it does not—

(a) provide for the payment during the life of the
individual of any sum except sums payable by way of annuity
to the individual; or

(b) provide for the annuity payable to the individual to
commence before he attains the age of fifty-eight or after
he attaing the age of sixty-eight; or

(¢) provide for the payment of any other sums except
sums payable by way of annuity to the individual’'s widow
or widower and any sums which, in the event of no annuity
becoming payable either ‘to the individual or to a widow or
widower of the individual, are payable to the individual's
legal representative, by way of relurn of premiums, by way
of reasonable interest on premiurms and by way of bonus out
of proflts; or

(d) provide for the payment of annuity, if any, payable
to a widow or widower of lhe individual to be of a greater
annual amount than that paid or payable to the individual; or
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(e) provide for the payment of any annuity otherwise
than for the life of the annuitant;

and thal it does include a provision thal no annuity payable

under it shall be capable in whole or in part of surrender,

commutation or assignment,

(3) The Commissioner may, if he thinks fit, and subject 1o
any conditions the Board inay, by rules, preseribe and sabject
to any conditions he thinkg proper to impose, approve a contract
nolwithstanding that the contract provides for one or more of
the following matters, that is to say,—

(a) for the paymcnt after the individual's death of an
annuity to a dependant other than the widow or widower
of the individual;

(b) for the payment to the individual of an annuity
commencing beforce he attuins the age of fifty-eight, if the
annuity is payable on his becoming incapable through.
infirmity of mind or body of being aclively engaged in his.
profession or any professivn ol a similar pature for which
he is trained or fitted;

(c) iur the annnly payable Lo any person lo continue
for a specified term (not exceeding ten years), notwithstand.
ing his death within that term;

(d) in the case of an annuity which is to continue for
such specified term, for the annuity to be assignable by will.

(4) The ifuvregoing provisions ol this section shall apply in
relation 10 a contribution (by whatever name called) to a fund
approved by the Comumissioner as they apply in relation to amy
premium under an annuity contract so approved provided the
fund satisfies also the condilions set out below and any other
conditions which the Board may, by rules, prescribe, namely :—

(a) the fund shall b a tund established in India under
an irrevocable trust for the benefit of Individuals engaged
in any profession referred 1o in sub-section (1);

(b) the fund shnli have [or its sole purpose the provision
of annuities for individuals engaged in such profession on
attaining a specified age or on their becoming incapacitated
prior to allaining such uge, ov lor the widow, children or
dependants ol such pevsons on their death;

(¢) all annuilies, penzionz »nd other benefits granted
from the fund shall be payable only in India.
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(5) The Commissioner may, at any time, after giving a
reasonable opportunity of showing cause against the proposed
withdrawal to the persons by and to whom premiums are payable
under any contract for the time being approved under this section,
or to the trustees of any fund so approved, withdraw the approval.

(6) Notwithstanding anything contained in sub-sections (1)
and (4), no deduction under this section shall be allowed in the
cagse of any individual—

(1) whose total income includes unearned income of
more than ten thousand rupees; or

(i1) who is entitled to any pension or participating in
any pension or superannuation scheme.

(7) The allowance under this section shall be made in com-
puting the earned income of the assessee included in the total
income, so however, that the allowance shall not in any case
exceed the amount of the income computed under the head
“Profits and gains of business or profession”.

(8) Any annuity payable under an approved contract referred
to in sub-section (1) or from any fund referred to in sub-section
(4), to a person other than the individual who pays the premium
or makes the contribution and any interest on premiums or
bonus out of profits payable to such person, shall be deemed to
be his unearned income to the extent it is attributable to the
amount of deduction allowed under sub-gection (1) and charge-
able to tax accordingly.

(9) Where any payment by way of annuity or otherwise is
made by a person to whom premiums or contributions are payable
under sub-section (1) or sub-section (4), such person shall,
subject to any rules made by the Board in this behalf, deduct
from the total amount so pald during any financial year, tax at
such rate or rates in force in that year as would be applicable
to such amount, if it were the total income and shall pay the
amount so deducted to the credit of the Central Government
within the prescribed time and in such manner ag the Board may
direct and the provisions of section 201 shall, so far as may be,
apply to such person if he does not deduct, or after deducting
fails to pay, such tax,

(10) Where a deduction under this section is claimed and
allowed for any assessment year in respect of any payment, reljef
shall not be given in respeet of it under any other provision of
this Act for the same or a later assessment year nor (in the case
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of a payment under an annuity contract) in respect of any other
premium or consideration for an annuity under the same contract.

(11) (a) The Board may, by notification in the Official
Gazette, make rules for carrying out the purposes of this section.

(b) In particular and without prejudice to the generality of
the foregoing power, such rules may—

(i) prescribe the statements and other informatlion fo
be submitted along with an application for approval;

(ii) prescribe the returns, statements, particulars or
information which the Income-tax Officer may require from
a person by and to whom premiums or contributions are
payable under this section;

(iii) provide for the assessment by way of penalty of
any congideration received by an individual for an assign-
ment of, or creation of a charge upon, any annuity or other
sum receivable by him under any contract or from any fund
approved for the time being under this section; and

(iv) provide for securing such further control over the
approval granted under this section and administration of
funds approved under this section as it may deem requisite.

80D. In this Chapter— Deflui.
tions.

(i) “relative” in relation to an individual means—

(a) the mother, father, husband or wife of the
individual, or

(b) a son, daughter, brother, sister, nephew or niece
of the individual, or

(¢) a grandson or grand-daughter of the individual,
or
(d) the spouse of any person " relerred to in sub-
clauge (b);
(ii) “income” in relation to a handicapped dependant
means the aggregate income of such person from all sources;
(ii1) the expressions “earned income” and “unearned
income” shall have the meanings respectively assigned to
them in the Finance Act of the relevant year.'.

21. In section 84 of the Income-tax Act, in sub-section (6), for the Amend-
word, figures and letter “Chapter XI-D”, the word and figures ment of

section 84
“Chapter XI” shall be substituted.
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Insertion 22. After qeotmn 85 of thp Im nme-tax Act the followmg section
of new

section shall be inserted, namely :—

85A.

}))te&\;\(cgign “85A. Where the tofal inrome of an assessee heing a com-
inter- pany includes any income hv wav of dividends received by it
3?\{&0&1;?52 from an Indian companv er a comnany which has made the

prescribed arrangements for the declaration and vpayment of
dividends (including dividends on preference shares) within
India, the assesser shall he entitled to a deduction from the
income-tax with which it is chargeoble on its total income for
any assessment year of so much of the amount of income-tax
calculated at the average rate of inenme-tax on the income so
included (other than any such income on which no income-tax
is payable under the provisions of this Act) as exceeds an
amount of twenty-five per cent. thereof:

Provided that in the case of a company which has not
made the prescribed arrangements for the declaration and pay-
ment of dividends within India and whose total income includes
anv income bv way of dividends received by it from an Indian
company which is not such a company as is referred to in sec-
.tirm 108 and which is wholly or mainly engaged in the business
of generation or distribution of clectricity or of constructon,
mannfacture or production of any one or more of the articles or
things specified ih the list in paragraph 2 of the Third Schedule
to the Companies (Profits) Surtax Act. 1964. the amount of
ircome-tax deductible under this section shall be s0 much of the
amount of inrome-tax calculated at the average rate of income-
tax on the income s0 included (other than any such income on
which no income-tax 13 poyable under the nrovisions of this
Act) as exceeds an amount of fifteen per cent. thereof.

T of 1004

Exrplanation.—For th= purnoses of this section, a eompany
shall be deemed to be mainlv engaged in the husiness of genera-
tion or distribution of electricity or of construction, manufacture
or produoction of any one or more of the articles or things specified
in the list in paragranh 2 »f the Third Schedule tn the Comnanies
(Profits) Surtax Act. 1964, if the income attributable to any of
the aforesaid activities included in its total iIncome for the
previous vear is not less than fiftyv-one per cent. of such *otal

7 of 1964.

income.”.
Amendi‘ 23. Tn section 86 of the Income-tax Act, clauses (i) and (#) shall
ment o
gection B86. be omitted.
Insertion 24. Tn Chapter VIT of the Tncome-tax Act, after section 86, the
:écag‘r’;’ following section shall be inserted, namelv :—
86A. “86A. Where there is included in the total income of an
Daduction a<grsgee—
o i (1) the interest due on any securitv of the Central Gov-

securities. ernment issued or leelaved to be income-tax free, or
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(i1) the interest due on any security of a State Govern-
ment issued income-tax free, the income-tax whereon is
payable by the State Government,
the assessee shall be entitled to a deduction from the amount
of income-tax with which he is chargeable on his total income,
of an amount equal to the income-tax calculated on the amount
so included at the average rate of income-tax or at the rate ot
twenty-five per cent., whichever is less.”.
25, In section 87 of the Income-tax Act— ?ﬂl:l:{lgi
(i) in clause (d) of sub-section (1), for the words, figure gection 87.
and letter “to the extent provided in rule 7 of Part A of the
Fourth Schedule”, the words “in so far as the aggregate of such
contributions does not exceed one-fifth of his salary in that
previous year or eight thousand rupees, whichever is less” shall
be substituted;

(#) in sub-section (4), the words, flgures and letter
“ together with the amount of super-tax deductible under sec-
tion 99A.” shall be omitted;

(iii) after sub-section (4), the following sub-section shall
be inserted, namely:—

‘(5) This section shall not apply in respect of—

(1) the assessment year commencing on the 1lst day
of April, 1966 and any subsequent assessment year, in
the case of an assessee whose total income includes any
income chargeable under the head “Salaries” from
which tax iz deducted, or deductibleé, at source In
accordance with the provisions of section 192; and

(i) the assessment year commencing on the 1st
day of April, 1965 and any subsequent assessment year
in the case of any other assessee.”.

26. In section 88 of the Income-tax Act,— Amend-

(3) in sub-section (1), for the words “of an amount equal nﬂfogfge_

to the income-tax calculated at the average rate of income-tax
on any sums paid by him in the previous year”, the following
shall be substituted, namely :—

“(a) where the assessee is a company, of an amount
equal to the income-tax calculated at the average rate of
income-tax or at the rate of twenty-five per cent., whichever
18 less, and

(b) in the case of any other assessee, of an amount equal
to the income-tax calculated at the average rate of income-
tax,

on any sums pald by the assessee in the previous year”;

() in sub-section (3), after the flrst proviso, the following
proviso shall be inserted, namely :—

“Provided further that where any such sums paid
during any previous year relevant to the assessment year
114 G of I Ex—2.



Amend-
ment of

section B0,

Amend-
ment of

section 01,

Chapter
XI

Amend-
mant of

section 104,

8o THE GAZETTE OF I¥ MA EXTHAORDINARY  [Parr II

commencing on the 1st day of April, 1965 or any subsequent
agsessment year include any donation referred to in sub-
section (6), and such sums exceed the limit of two hundred
thousand rupees specified in the first proviso, then such limit
shall be raised to cover that portion of the donation which
is equal to the difference between such sums and the said
limit, so however, that the limit so raised shall not exceed
ten per cent. of the assessee’s total income as reduced as
aforesaid or five hundred thousand rupees, whichever is
less .”;

(itt) in sub-section (4), the words and figures “together with
tHe amount of super-tax deductible under section 100” shall be
omitted;

(iv). in sub-section (6),—

(a) for the words “any temple, mosque, gurdwara,
churth or any other place”, the words “any such temple,
mosque, gurdwara, church or other place” shall be, and shall
tbe dearhed always to have been, substituted;

(b) after the words “artistic importance”, the words
“or to be a nlace of public worship of renown throughout
any State or States” shall be. inserted.

23. In section 90 of the Income-tax Act, in clause (a), the brackets
and words “(including super-tax)” shall be omitted.

28. In secton 91 of the Income-tax Act, in clause (i) of the
Explanation, the words “and super-tax” shall be omitted.

29. In Chapter XI of the Ihcome-tax Act,—

(1) for the heading “SurEr-Tax”, the heading “AppiTroNar
INCOME-TAX ON UNDISTRIBUTED PROVITS” shall be substituted;

(#) sub-headings “A.—General”, “B.—Incomes forming part
of total income on which no super-tax is payable”, “C.—Rebate of
super-tax” and “D.—Additional super-tax en undistributed pro-
fits” and sections 95 to 103 (both inclusive). shall.be omitted.

80. In section 104 of the Income-tax Act, in sub-section (1),—

@) for the word “super-tax”, the word “Income-tax” shall
be substituted;
{ii) -im olause (a), the word “and” chall'be emitbéd;
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(i#1) for the brackets, letter and words “(b) thirty-seven per
cent. in the case of any other company”, the following shall be
substituted, namely: —

“(b) thirty-seven per cent. in the case of a trading
company, and

(c) twenty-flve per cent. in the case of any other
company”.

31, In section 109 of the Income-tax Act,—

(i) in sub-clause (a) of clause (i), the words “and super-
tax” shall be omitted and for the wordg “any super-tax”, the
words “any income-tax” shall he substituted;

(i1) after clause (i), the following clausge shall be inserted,
namely: —

‘(iia) “trading company” means a company whose busi-
ness consists wholly or mainly in dealing in goods or mer-
chandise manufactured, produced or processed by a person
other than that company and whose income attributable to
such business included in its total income is not less than
fifty-one per cent. of the amount of such total income;’;

(iii) In clause (iii), to sub-clause (4) (a), the following proviso
shall be added, namely:—

‘Provided that in the case of such company, not
being a trading company, sub-clause (a) shall have effect as
if for the word “exceed”, the words “exceed twice the
amount of” were substituted.’.

32. For section 110 of the Income-tax Act, the following gection
shall be substituted, namely; —

“110, Where there is included in the total income of an
assessee any income on which no income-tax is payable under
the provisions of this Act, the assessee shall be entitled to a
deduction, from the amount of income-tax with which he is
chargeable on his total income, of an amount equal to the
income-tax calculated at the average rate of income-tax on the
amount on which no income-tax is payable.”.

33. In section 111 of the Income-tax Act, for the words “income-
tax and super-tax”, the word “tax” shall be substituted.

34. In section 112 of the Income-tax Act,—

(1) in clause (i), for the word “income-tax”, the word “tax”
shall be substituted;
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(i) clause (i) shall be omitted;

(ii1) in clause (iii), for the words “income-tax and super-
tax”, the word “tax” shall be substituted.

Omission 35. Section 113 of the Income-tax Act shall be omitted.
of section

113.

Amend- 36. In section 114 of the Income-tax Act,—
ment of

section 114. (i) the words “and super-tax”, wherever they occur, shall

be omitted;

(i) in clause (b)—

(a) in sub-clause (i), the words “and the average rate
of super-tax respectively” shall be omitted;

(b) in sub-clause (ii), after the second proviso, the
following proviso shall be inserted, namely: —

“Provided further that the amount of income-tax so
calculated in respect of the capital gains relating to bonus
shares, if any, chargeable under sub-section (2) of section
45, shall be reduced by an amount equal to twelve and a
half per cent. of the face value of such bonus shares or
the amount of income-tax so calculated, whichever is
less.”; and
(c) the words “and three-fourths of the average rate of

super-tax respectively”, “and one-half of the average rate of
super-tax respectively” and “and average rate of super-tax”
shall be omitted,

Substitu- 37, For section 116 of the Income-tax Act, the following section
:iec::rtxigf‘nfe:: ghall be substituted, namely:—

section 110.

Tax on ‘115. Where the total income of a company includes any
‘éﬂ itailn income chargeable under the head **Capital gains” (whether such
case of gains relate to short-term capital assets or to other capital assets),
m;. the income-tax payable by it shall be the aggregate of—

(1) the amount of income-tax calculated at the rate of
twelve and a half per cent. on the amount of capital gains
relating to bonus shares, if any, chargeable under sub-section
(2) of section 45 as reduced by an amount equal to twelve
and a half per cent. of the face value of such honus shares;
so however, that the reduction shall in no case exceed the
amount of income-tax so calculated;

(i) the amount of income-tax calculated on the amount
of capital gains relating to capital assets other than
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short-term capital assets included in the total income-—
(a) at the rate of forty per cent. on 80 much of the
amount of such capital gains as relate to buildings or
lands or any rights in buildings or lands; and

(b) at the rate of thirty per cent. on the balance
of such capital gains, if any [excluding capital gains,
if any, referred to in clause (i)]; and

(ii1) the amount of income-tax with which it would have
been chargeable had its total income been reduced by the
amount of capital gains referred to in clauses (i) and (if)..

38. In section 131 of the Income-tax Act, after the words “Appellate

Assistant Commissioner”, the words “, Inspecting Assistant Com-
missioner” shall be inserted.

39. In section 155 of the Income-tax Act,—

(i) after sub-section (5), the following sub-section shall be
Inserted, namely:; —

“(5A4) Where an allowance by way of development
allowance has been made wholly or partly to an assessee in
respect of the cost of planting in any area in any assessment
year under section 33A and subsequently—

(i) at any time before the expiry of eight years from
the end of the previous year in which such allowance
was made, the land is sold or otherwise transferred by
the assessee to any person other than the Government,
a local authority, a corporation established by a Central,
State or Provincial Act or a Government company as
1 of 1986. defined in section 617 of the Companies Act, 1956, or in
connection with any amalgamation or succession referred

to in sub-section (5) or sub-section (6) of section 33A;
or ‘

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

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

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

(c) for any other purpose which is not a pur-
pose of the business of the undertaking,
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to have been wrongly allowed, and the Income-tax Officer
may, notwithstanding anything contained in this Act, recom-
pute the total income of the assesgsee for the relevant pre-
vious year and make the necessary amendment; and the pro-
visions of section 154 ghall, so far as may be, apply thereto,
the period of four years specified in sub-section (7) of that
section being reckoned from the end of the previous year in
which the sale or transfer took place or the money was so
utilised.”;

(1) in sub-section (7), for the words “the super-tax”, the
words “the tax” shall be substituted.

40. In section 164 of the Income-tax Act, the words “or total world

income” shall be omitted.

41. In section 178 of the Income-tax Act, for sub-gections (3) and

(4), the following sub-sections shall be substituted, namely: —

“(3) The liguidator—

(a) shall not, without the leave of the Commissioner,
part with any of the assets of the company or the properties
in his hands until he has been notified by the Income-tax
Officer under sub-section (2); and

(b) on being so notifled, shell set aside an amount equal
to the amount notified and, until he 8o sets aside such
amount, shall not part with any of the assets of the company
or the properties in his hands:

Provided that nothing contalned in this sub-section shall
debar the liquidator from parting with such assets or properties
for the purpose of the payment of the tax payable by the
company or for making any payment to secured creditors whose
debts are entitled under law to priority of payment over debts
due to Government on the date of liquidation or for meeting
such costs and expenses of the winding up of the company as
are in the opinion of the Commissioner reasonable.

(4) It the liquidator fails to give the notice in accordance with
sub-section (1) or fails to set aside the amount as required by sub-
section (3) or parts with any of the assets of the company or
the properties in his hands in contravention of the provisions of
that sub-section, he shall be personally liable for the payment of
the tax which the company would be liable to pay:

Provided that if the amount of any tax payable by the com-
pany is notified under sub-gection (2), the personal liahility of the
liquidator under this sub-section shall be to the extent of such
amount”,
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42, In section 181 of the Income-tax Act, after the words "tax free”,
the following words shall be inserted, namely:—

“at such rate not exceeding twenty-five per cent. as magr be
notified by the Central Government in the Official Gazette from
time to time”.

43. In section 191 of the Income-tax Act, the brackets and figure

“(1)” and sub-gection (2) shall be omitted.

44, In section 192 of the Income-tax Act,~—

(i) in sub-section (1), the words “and super-tax” and the
words “and average rate of super-tax respectlvely” shall be
omitted;

(i1) sub-section (2) shall be omitted;

(ii1) in sub-section (3), the words, brackets and figura “or
sub-section (2)” shall be omitted;

(iv) in sub-section (5), for the words “income-tax and super-
tax”, the word “tax” shall be substituted;

(v) the Explanation shall be omitted.
45. In section 193 of the Income-tax Act,—

(a) the words “and super-tax” shall be omitted;

(b) the following Explanation shall be inserted at the end,
namely: —

‘Explanation.—In this section, and in sections 194, 195
and 197, the expression “rates in force” means the rate or
rates specified for the purpose of deduction by the Finance
Act of the year in which such deduction is required to be
made.’.

48. In section 194 of the Income-tax Act, the words “and super-
tax” and the words “or the total world income” shall be omitted.

47. In section 195 of the Income-tax Act, in sub-section (1), the
words “and super-tax”, wherever they occur, shall be omitted.

48. In section 197 of the Income-tax Act-—
(i) in sub-section (1), —

(a) the words “or super-tax”, wherever they occur, and
the words “or the total world income” shall be omitted;

(b) in clause (b), for the word “super-tax”, the word
“income-tax” shall be substituted;

(i1) in sub-section (2), the words “and super-tax” shall be
omitted;

(i) in sub-section (3),—
(a) for the words and figures “sections 84 and 101”, the
word and fignres “section 84” shall be substituted;
'1() the' worils, brackets and Mgutet “and sub-section
(2) of section 101” shall be omitted;
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(¢) for the words and flgures ‘‘sections 85 and 101", the
word and figures “section 85” shall be substituted.
49. In section 199 of the Income-tax Act, for the words “income-

tax or super-tax, as the case may he,”, the word “tax” shall be subs-
tituted.

50. In section 203 of the Income-tax Act, for the words “income-
tax or super-tax”, wherever they occur, the word “tax” shall be
substituted.

51, In section 206 of the Income-tax Act, in clause (¢) of sub-
section (I), the words “and super-tax” shall be omitted,

52. In section 209 of the Income-tax Act,—
(1) in clause (a),—

(a) in sub-clauses (ii) and (iii), the words “and super-
tax”, wherever they occur, shall be omitted;

(b) in sub-clause (iv), the words “and super-tax” and
the bracketg and letter “(b)” shall be omitted;

(i1) clause (b) shall be omitted;

(#i) in the Explanation, for the words, brackets and letters
“clauses (a) and (b)”, the word, brackets and letter ‘clause
(a)” shall be substituted.

53. In sections 213 to 217, 220, 243 and 244 of the Income-tax Act,
for the words “four per cent.”, the words “six per cent.” shall be
substituted.

54, Tn section 226 of the Income-tax Act, for sub-section (5), the
following sub-gection shall be substituted, namely: —

“(5) The Income-tax Officer may, if so authorised by the
Commissioner by general or special order, recover any arrears of
tax due from an assessee by distraint and sale of hls movable
property in the manner laid down in the Third Schedule.”.

55. In section 235 of the Income-tax Act, for clause (b), the
following clause shall e substituted, namely: —

“(b) where the shareholder—

(1) is not a company, the amount of income-tax payable

by him under thiz Act but not exceeding income-tax calcu-
lated at the rate of twenty-five per cent,, and
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(i) is a company, iwenty-five per cent,

on that portion of the dividend which is atiributable to the profits
of the company assessed to agricultural income-tax,”.

56. In section 236 of the Income-tax Act, In clause (iii) of Explana- , ...

tion 2, for the words and figures “sections 88 and 100", the word and mentof
figures “section 88” shall be substituted. saction 23§

57. In section 236A of the Income-tax Act, in sub-section (2), for Amend-
the word “super-tax”, the word “tax” shall be substituted. ment of

236A.
58. After section 276 of the Income-tax Act, the following section Insertion
shall be inserted, namely:— of new

section
2764,

“276A. 1f a person, without reasonaeble cause or excuse,— Failure to
compl
with the

(i) fails to give the notice in accordance with sub-section gf 08‘:};1_0““

(1) o1 secuon Li3; or sections

- (3) of
(it) fails to set aside the mmount as required by sub- section178.

section (J) of that section; or

(i) parts with any of the assets of the company or the
properties in his hands in contravention of the provisions of
the aforesaid sub-section,

he shall be punishable with rigorous imprisonment for a term
which may exiend to two years:

Provided that in the absence of special and adequate reasons
to the con.rary to be recorded mn the juagmenc of the court, such

imprisonment shall not be for less than six months.”,
Amend-

. . t of
59. In section 279 of the Income-tax Act, in sub-section (1), after ;Ié?:ﬁon 279.
the word and figures “section 276”, the words, figures and letter “or
section 276A” shall be inserted.

Amend-
60. In gection 280P of the Income-tax Act, the words “and super- ;‘éﬁ?&:’
tax” shall be omitted. 280P.
- N Amend-
61. In section 280X of the Income-tax Act, in sub-section (2), the! | o of

brackets and words “(but not #per- %ax)"” shall be omitted. section
114 G of 1. Ex—9§.
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62, After section 280X of the Income-tax Act, the following Chap-

ter and sections shall be inserted, namely:—-

‘CHAPTER XXIIB

TAX CREDIT CERTIFICATES
280¥. In this Chapter,—

(a) “eligible issue of capital” means an lssue of ordinary
shares specitled as such in the scheme;

(b) “public company” means a public company a»
defined in section 3 of the Companies Act, 1956;

(c) “scheme” means a scheme made under this Chapter;

(d) “urban area” means any area which the Cenfral
Government may, having regard to the population, concen-
tration of industries, need for proper planning of the area
and other relevant factors, by general or special order,
declare to be an urban area for the purposes of this Chapter.

280Z. (1) An individual shall be granted a tax credit certifi-
cate if he by himself or some other person on his behalf hes

subscribed to, and made paymentg in respect of, any eligible
issue of capital.

(2) A Hindu undivided family shall also be granted a tax
credit certificate if any person has subscribed to, and made pay-

ments in respect of, any eligible {ssue of capital on behalf of
that Hindu undivided family.

(3) A tax credit certificate granted under the provisions of
this section shall be for the amount or the aggregate of the

amounts computed as hereunder with reference to the capital
$0 subscribed and paid:

(i) On the first Rs. 15,000 of the .. at the rate of § per

“amount paid in the flnancial year

‘ (i) On the next Rs. 10,000
of the amount paid in the flnancial
year

(#ii) On the mnext Rs. 10,000
of the amount paid in the flnancial
year

(iv) On the balance of the
amount pald in the flnancial
YO&T

cent.;

at the rate of § per
cent.;

at ths rate of 2 par
cent.;

Nil

cof 1g56.
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E:cplanation-—For the purposes of thls HE‘L.tIOTl‘—“-

(i) “subscribed” includes acquisition of the shares
forming part of an eligible issue of capital from a person
who is specifled as an underwriter in pursuance of clause
11 of Part I of Schedule IT to the Companies Act, 1956
(hereinafter in this section referred to as the underwriter) ;

(i1) a payment shall be treated as having been made
to the extent to which and on the date on which the amount
of the said payment has been credited to the share capital
account of the Company.

(4) A tax credit certificate for the amount specified in sub-
section (3) shall be granted to an individual or Hindu undivided
family—

(a) where payment by way of gubscription has been
made to the company, in respect of the financial year in
which payment has been made and each of the three financial
vears following that vear; and

(b) where the acquisition has been made from the
underwriter, in respect of the financial year in which the
eapital was so acquired and each one, if any, of the follow-
ing financial years not falling beyond the third financial
year from the end of the financial year in which the pay-
ment by way of subscription has heen made tn the companyv
by the underwriter:

Provided that, in either case, the capital is held by or on
behalf of the individual or on hehalf of the Hindu undivided
family. as the case may be, at the end of the relevant financial
year:

Provided further that where any part of the capital in res-
pect of which a tax credit certificate haq been pranted in a finan-
cial year (hereinafter referred to as the enrlier financial year) is
sold, transferred or otherwise disposed of In a subsequent finan-
cial vear, tha tax credit certifieate to be sranted with reference
to the remalning capital in respect of the gaid subsequent
financial yvear or anv financial vear following that vear shall be
for such amount as bears tn the amount for which the tax credit
certificate was granted in th= earlier financial vear the semv
proportion as the amount of the remaining capital as on the
81st day of March of the snbsequent financial year bearsg to the
total amount of the capital with reference to which the tax credit
certificate was granted in the earlier financial year.
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(5) If any Individual by himself or on l;ehalf of any other
individual or on behalf of any Hindu undivided family has
acquired any shares forming part of an eligible issue of capital
from the underwriter, he shall not be entitled to a tax credit
certificate under this sectlon. unless his name is entered as a

shareholder in respect of such shares in the register of share.
holders of the company.

(6) The amount shown on a tax credit certificate granted
to an individual or Hindu undivided family shall, on the certifl-
cate being produced hefore the Income-tax Officer, be adjusted
against eny existing liability of such Individual or Hindu un-
divided family under the Indian Income-tax Act, 1922, or this Tt of a3
Act, or any such lability arising within the periad of twelve
monthg from the date on which the certificate was produced be-
fore the Income-tax Officer, and where the amount of such
certificate exceeds such lability, or where there i3 no such
Hability, the excess or the whole of such amount, ag the case
may be, shall, notwithstanding anything contained in Chapter
XTX, be deemed, on the date of the expiry of the said period of
twelve months, to be refund due to such individual or Hindu
undivided familv, as tha case mav be, under that Chapter and
the provisions of this Aet shall apply accordingly.

(7) The Central Government may svecify in a scheme any

{xstie of ardinary shares by a public company as eligible fzsue
of eapital,

(8) In =pecifying any lssue of ordinary shares as eligible
issue of eapital. the Central Government shall have repard te
the following factors, namely:—

(a) the total amount of the capltal issued:

(b) the terms and conditions subject to which the capital
ix lasued;

(¢) the trade or business in which the company con-
cerned is engaged;

(d) the purposes for which the issue is being made;

(e) any other relevant factor,
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280ZA. (1) If any public company owning an Iindustrial
undertaking situate in an urban area sghifts, with the prior
approval of the Board, such undertaking to any area (not being
the area in which such undertaking is situate), {t shall be granted
a tax credit certiflcate.

(2) The tax credit certificate to be granted under sub-section
(1) shall be for an amount computed in the following manner
with reference to the amount of the tax pavable by the company
on its income chargeable under the head “Capital gains” arising
from the transfer of capital assets being buildings or lands or
any rights in buildings or lands used for the purnoses of the
husiness of the sald undertaking in the urban area, effected in the
course of or In consequence of the shifting of such industrial
undertaking, namely:—

(a) the amount of expenditure incurred by the company
n—

(1) acquiring 1ands or constructing buildings for the
purposes of the husiness of the company in the area to
which the undertaking is shifted, and

(ity shifting its machinery or plant and other effects
and transferring its establishment to such area,

within a perlod of three vears, from the date of the apnroval
refarred to In sub-section (7}, or such further period ag the

Board may allow. shall first be ascertained;

(h) the amount of the tax credit certificate shall bear to
the amount of tax pavable by the company on itz incomae
chargeable under the head “Capital gaing” aw aforesaid. the

same proportion as the amount of expenditure ascertained
under clause (@) bears to the amount of the said Income:

Provided that the amount of the tax credit certificate shall
in no case exceed the amount of the tax aforesaid.

(3) The amount shown on a tax credit certificate granted to
a publle companv under sub-section (1) chall, on the éertiflcate
being produced hefore the Tneome-tax Officer, be adiusted against
any existing liability of the company under the Indlan Income-
tax Act, 1922, or this Act, or any such liability arising within the
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period of twelve months from the date on which the certificate
was produced before the Income-tax Offlcer, and where the
amount of such certificate exceeds such liability, or where there
is no such liability, the excess or the whole of such amount, as
the case may be, shall, notwithstanding anything contained in
Chanter XTX. be deemed, on the date of the expiry of the said
period of twelve months, to be refund due to such comnany under
that Chapter and the provisiona of this Act shall apoly accord-
ingly.

() Where a capital asset, being building or 1and, or anv right
in building or land. acouired or. as the case may be, constricted
in the area to which the undertaking of the company iz shifted,
{s transferred by the company within a perfod of flve years from
the date of acouisition or, as the case mav be, the date of com-
pletion of construction to anv person other than the Government,
a Joeal authority, a cornoration established by a Central, State or
Provincial Act or a Government combany as definad in seetinn
6817 of the Companieg Act, 1958. an amnount eaual to one-hnlf of
the amount for which a tax credit certificate has been granted to
the company under sub-gection (1) shall ba deemed tn he tox due
from the companv on the thirtieth dav follnwing the date of
transfer under a notice of demend issued under =ectinn 158, and
all the provisiona of this Act shall apply accordingly.

Fxplanation.—Any land or building used for the rasidence of
persons emvloved In the husiness of the company or for the use
of such persons ags a hoenital. creche. zchaol, canteen, Vhrary,
recreational centre. ghelter, rest-room or lunch-room shall. for

the purposes of this section, ba deemed to be land or building
used for the purposes of the business of the company.

280ZB. (1) Where any eomnpany enfaged in the manufac-
ture or production of anvy of the articles mentioned in the First
Schedule to the Tndustries (Develobment and Regulation) Act,
1951 13, in respect of its profits and gaine attributable to such
manufacture or production,—

(1) lable to pay any tax for the assessment vyear com-
mencing on the 1st dav of Avril, 1965 (herelnafter referred
to az the base year) and for anv one or more of the five
assessment years next following that year; or

1 of 1pg6.

65 of 1951.
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(i) not liable to pay any tax for the base year but
becomes so liable for any succeeding year (herewmatter
reterred to as ihe succeeaing base year) and also tor any
one Or more v. Lhe assessinent years following that year,
not being an assessment year commencing on the 1lst day
of Apri, 1971, or any subsequent assessment year

and the tax for any such succeeding year exceeds—

(¢) in the case referred to in clause (i), the tax pay-
able for the base year;

(b) in the case referred to in clause (ii), the tax pay-
able tor the succeeding base year,

then the company shall be granted a tax credit certificate for
an amount equal to twenty per cent. of such excess:

Provided that the amount of the tax credit certificate shall
not for any assessment year exceed ten per cent. of such tax
payable by the company for that year.

(2) The amount shown on a tax credit certificate granted to
any company under the provisions of sub-section (1) shail, on
the certincaie being produced before the lncome-tax Ofticer, be
adjusied against any existing liability of such company under
the Indian lncome-tax Act, 1922, or thus Act, or any such liability
arising within a period of tweive months from the date on which
the certificate was produced before the Income-tax Officer and
where the amount of such certificate exceeds such liability, or
where there is no such liability, the excess or the whole of such
amount, ag the case may be, shall, notwithstanding enything
contained in Chapter X1X, be deemed, on the date of the expiry
of the said period of twelve months, to be refund due to such
company under that Chapter and the provisions of this Act shall
apply accordingly:

Provided that the adjustment or refund, as the case may he,
under this sub-section shall be only for such amount, not
exceeding the amount of the certificate, as is used within such

period as may be specified in the scheme~—

(i) for repayment of loans taken by the company from
any of the financial institutions notified in this behalf by the

Central Government, or

(1) for redemption of its debentures, or
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(iid) for the vaulsltlon of any capnal asset 1 Lnda,
including the comstruction of any vulding, for the pulposcs
ol the business of the company.

Explunation 1—In this section, “ax’ means Lucome-tRx
payable under this Act and surtax, if any, payable unaer the
Companies (Profits) Surtax Act, 1964

Explanation 2—1he amount of mcome-tax in respect of ihe
profits or gains attributable to the manuraciure or prouuction of
the articles reterred to in sub-section (L) shall be an amount
bearing to the total amount of income-tax payable on the Lowal
income (such income-lax being compuled in the manner specined
hereunder) the same proportion as the amount ol such proliis or
gains bears to the total income. The amount of income-lax pay-
apie by the company for any assessment year shall pe compuied
after making allowance for any reliet, rebate or deduction 1n res-
pect of income-tax to which the company is eutitied under the
provisions ot thig Act or the annual Finance Act and aiter
deductng from such amount of income-tax the amount of addi-
tional mcome-tax, if any, payable by the company under the
provisions of section 104 and also the amount, if any, by which the
repate of income-tax admussible to the company under the pro-
visions of the annual Finance Act is, under the provisions of the
saiud Act, reduced with reterence to the face value of any bonus
shares or the amount of any bonus issued by the company to its
shareholders during the previous year or any previous year prior
to that year or wiln reterence to any amount of dividends declar-
ed or distributed by it during the previous year or any previous
year prior to that year.

Explanation 3.—The amount of surtax in respect of the
chargeable profits attributable to the manufacture or production
of the articles referred to in sub-section (I) shall be an amount
bearing to the total amount of surtax payable under the Com-
panies {(Profits) Surtax Act, 1964 the same proportion as the
amount of such chargeable profits bears to the whole of the
chargeable profits.

280ZC. (1) Subject to the provisions of this section, a person
who exports any goods or merchandise out of India after the
28th day of February, 1965, and receives the sale proceeds
thereof in India in accordance with the Foreign Exchange
Regulation Act, 1947, and the rules made thereunder, shall be
granted a tax credit certificate for an amount calculated at a
rate not exceeding fifteen per cent. on the amount of such sale
proceeds.

7 & 1964.

7 of 1964.

7 of 1p47.



L1 of 1922.

Sec. 1] THE GAZETTE OF INDIA EXTRAORDINARY 95

) The goods or Illtﬂchd.ndlbe in respect of whlch a tax
credit certificate shall be granted under sub-section (1) (includ-
ing the destination of their export) and the rate at which the
amount of such certificate shall be calculated shall be such as
may be specified in the scheme:

Provided that different rates may be specified in respect of
different goods or merchandise.

(3) In specifying the goods or merchandise (including the
destination of their export) and the rates, the Central Govern-
ment shall have regard to the following factors, namely: —

(a) the cost of manufacture or production of sich goods
or merchandise and prices of similar goods in the foreign
markets;

(b) the need to develop foreign markcts for such goods
or merchandise;

(¢) the need to earn foreign exchange;

(d) any other relevant factor.

(4) The amount shown on a tax credit certificate granted to
any person under this section shall, on the certificate being pro-
duced before the Income-tax Officer, be adjusted against any
existing liability of that person under the Indian Income-tax Act,
1922, or this Act, or any such liability arising within the period of

twelve months from the date on which the certificate was pro-
duced before the Income-tax Officer and where the amount of
such certificate exceeds such liability, or where there is no such
liability, the excess or the whole of such amount, as the case

may be, shall, notwithstanding anything contained in Chapter
XIX, be deemed, on the date of the expiry of the said period, to
be retfund due to such person under that Chapter and the
provisions of this Act shall apply accordingly.

280ZD. (1) Subject to the provisions of this section, a person,
who during any financial year commencing on the lst day of
April, 1965 or any subsequent financial year (not being a year
commencing-on the 1st day of April, 1970 or any financial year

114 G of 1. Ex.—6.

T'ax credit
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tﬁereafter manufactures or prodﬁces any goods, shall be grant-
ed a tax credit certificate for an amount calculated at a rate
not exceeding twenty-five per cent. of the amount of the duty
of excise payable by him on that quantum of the goods cleared
by him during the relevant financial year which exceeds the
quantum of the goods cleared by him during the base year,
whether the clearance in either case is for home consumption
or export.

(2) The goods in respect of which a tax credit certificate
shall be granted under sub-section (1) and the rate at which the
amount of such certificate shall be calculated shall be such as
may be specified in the scheme :

Provided that different rates may be specified in respect of
different goods.

(3) In specifying the goods and the rates under sub-section
(1), the Central Government shall have regard to the following
factors, namely:— ‘

(a) the need for stimulating industrial output;

(b) the need for financial assistance to industrial under-
takings engaged in the manufacture or production of such
goods;

(¢) any other relevant factor.

(4) Where any undertaking begins, after the 1st day of
April in the base year, to manufacture or produce any goods in
respect of which a tax credit certificate may be granted under
sub-section (1), the quantum of goods cleared in that year
shall, for the purposes of that sub-section, be determined in
such manner as may be provided in the scheme,

(5) The amount shown on a tax credit certificate granted to
any person under the provisions of sub-section (1) shall, on the
certificate being produced before the Income-tax Officer, be ad-
justed against any existing llability of such person under the
Indian Income-tax Act, 1922, or this Act, or any such lUability of r9z2.
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arising within a period of {welve months from the date on which
the certificate wns produce before the Income-tax Officer and
where the amount of such certificate exceeds such liability, or
where there is no such liability, the excess or the whole of such
amount, as the case may be, shall, notwithstanding anything con-
tained in Chagter XIX, be deemed, on the date of the expiry of the
said period of twelve months, to be refund due to such person
under that Chapter and the provisions of this Act shall apply
accordingly:

Provided that the adjustment or refund, as the case may be,
under this sub-section shall be only for such amount, not exceed-
ing the amount of the certificate, as is used within such period
as may be specified in the scheme—

(i) for repayment of loans taken by the person from
any of the financial institutions notified in this behalf by
the Central Government, or

(i) for the acquisition of any capital asset in India,
including the construction of any building, for the purposes
of his business, or

(iit) where the person is a company, also for redemp-
tion of its debentures.

(6) In this section—

(a) “base vear”, in relation to an existing undertaking
which manufactureg or produces the goods referred to in
sub-gection (1), means the financial year commencing on the
1st day of April, 1964 and in relation to any other undertak-
ing, the financial year in which such undertaking begins to
manufacture or produce such goods;

(b) “duty of excise” means the duly of excise leviable
under the Central Excises and Salt Act, 1944,

260ZE. (1) The Central Government shall, by notification in
the Official Gazette, frume one or more scheme or schemes to be
called tax credit certificate scheme or schemes in relation to tax

credit certiflcates to he granted under this Chapter.
(2) A scheme framed under sub-section (I) may provide
for—
(a) the form and manner in which, and the authority ¢
which, applications for the grant of tax credit certificates
shall be made;

() the form in which, and the intervals at which, and
the authority by which, such certificates shall be issued;

(c) the verification of any information or particulars
furnished, or contained in any application made, by or on
behalf of any person entitled to tax credit certificates;

{d) the determination of the rights and obligations of a
person to whom such certificate has been granted and the

Tax credit
certificate
scheme,
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circumstances in which any right in or title to the said
certificate may be transferred to or devolve on any other
person by succession or otherwise;

{e) the determination of the rights and obligations of
persons who jointly subseribe to an eligible issue of capital;

(f) the determination of the rights and obligations of per-
sons who subscribe to an eligible issue of capital, on hehalf,
or for the benefit, of any other person;

(g) the appointment of any officer of Government or of
the Reserve Bank of India to exercise any rights or perform
any duties in connection wilh the grant of the said certifi-
cates; ‘

(h) the goods or merchandise and the rate or rates for
the purposes of section 280ZC and section 280ZD and the
destination of the export of such goods or merchandise fot
the purposes of section 280ZC;

(1) any other matter which may be necessary or proper
for the effectlve implementation of the provisions of this
Chapter or the scheme.

(3) The Central Government may, by notification in the
Official Gazette, add to, amend, vary or rescind any scheme made
under this section.

(4) Any scheme made under this section shall be laid, as soon
as may be, after it is made, before each House of Parliament
while it is in session for a total period of thirty days which may
be comprised in one session or in two successive sessions, and if,
before the expiry of the session in which it is so laid or the
sesgion immediately following, both Houses agree in making any
modification in any provision of the scheme or both Houses agree
that any provision in the scheme should not be made, that
provision of the scheme shall thereafter have effect only in such
modified form or be of no effect, as the case may be; so however
that any such modification or annulment shall be without
prejudice to the validity of anything previously done under that
provision.’.

63. In section 294 of the Income-tax Act, the words “or super-tax”

shall be omitted.

64. In section 295 of the Income-tax Act, in clause (e) of sub-

section (2), after the words, brackets and figures “clause (i) of sub-
section (3) of seclion 87", the words, brackets, figures and letter “or
clause (i) of sub-section (4) of section 80A, as the case may he”

shall be inserted.

65. In the First Schedule to the Income-tax Aect, in rule 3, in

clause (c), for the words “but no income-tax shall be payable on
the annual average of the amount of such interest”, the words “but
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the assessee shall be ent1t1ed to a deduction from the amount of
income-tax with which he is chargeable on his total income, of an

amount calculated at the rate of twenty-five per cent. on the annual
average of the amount of such interest” shall be substituted.

66. In the Fourth Schedule 1o the Income-tax Act,— Amend..
. ment of
(a) in Part A— Fourth
(i) in rule 6, the words “and super-tax” shall be Schedule.
omitted;

(i1) for rule 7, the following rule shall be substituled,
namely:—

7. An employee participating in a recognised provi- Exemption
dent fund shall, in respect of his own contributions to for '
his individual account in the fund in the previous year, imnlilr%if $
be entitled to @ deduction in the computation of his &ms_
total income of an amount determined in accordance
with section 80A or, as the case may be, to a deduction
from the amount of income-tax with which he is charge-
able on his total income of an amount of income-tax
delermined in accordance with section 87.";

(i) in sub-rule (1) of rule 9, for the words “income-
tax and super-tax”. wherever they occur, the word “tax’
shall be substituted;

(iv) in sub-rule (3) of rule 11, the words “and super-
tax’ shall be omitted;

(v) in clause (d) of sub-rule (1) of rule 15, for the
words “income-tax and super-tax”. the word “tax” shall be
suhstituted;

(b) in Part B,—

(1) in rule 5, the words “and super-tax” shall be
omitted;

(i) in rule 6,—

(a) for the words ‘income-tax and super-tax”,
wherever they occur, the word “tax” shall be substi
tuted;

(b) after the words “paid to an employee during his
lifetime,”, the words, brackets and figures “in circum-
stances other than those referred to in clause (13) of
section 10” shall be inserted;

(it)) in clause (e) of sub-rule (1) of rule 11, for the
words “income-tax and super-tax”, the word “tax” shall be
substituted;

(¢) in Part C, in rule 7, the words “and super-tax” shall ke
omitted.
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Ingertion 67. After the Fourth Schedule to the Income-tax _Act, the following
of new  gGehedule shall be inserted, namely :—

Schedule.
‘THE FIFTH SCHEDULE
[See section 33(1) (iii) (¢)]

List of articles and things

(1) Iron and steel (metal), ferro-alloys and special steels.

(2) Aluminium, copper, lead and zine (metals).

(3) Iron ore. bauxite, manganese ore, dolomite, limestone, magne-
site and mineral oil.

(4) Industrial machinery specified under the heading “8. Indus-
trial machinery”, sub-heading “A. Major items of specialiged

equi})ment used in specific industries”, of the First Schedule to

the Industries (Development and Regulation) Act, 1951. 65 of 1951.

(5) Boilers and steam generating plants, steam engines and tur-
bines and internal combustion engines,

(6) Flame and drip proof motors.

(7) Equipment for the generation and transmission of electricity
including transformers, cables and transmission towers.

(8) Machine tools and precision tools (including their attachments
and accessories, cutting tools and small tools), dies and jigs.
(9) Tractors, earth-moving machinery and aegricultural implements.

(10) Motor trucks and buses. ‘

(11) Steel castings and forgings and malleable iron and steel
castings.

(12) Cement and retractories.

({3) Fertilisers, namely, ammonium sulphate, ammonium sulphate
nitrate (double salt), ammonium nitrate, calcium ammonium
nitrate (nitrolime stone), ammonium chloride, super phosphate,

urea and complex fertilisers of gynthetic origin containing both
nitfrogen and phosphorus, such as ammonium phosphates,
ammonium sulphate phosphate and ammonium nitro phosphate.

({4) Soda ash.

(15) Pesticides.

(16) Paper and pulp.

(17) Electronic equipment, namely, radar equipment, computers,
electronic accounting and business machines, electroniec com-
munication equipment, electronic control instruments and basic
components, such as valves, transistors, resistors, condensors,
coils, magnetic materials and micro wave components.

(/8) Petrochemicals including corresponding products manufac-
tured from other basic raw materials like calcium carbide,
ethyl aleohol or hydrocarbons from other sources,

(19) Ships,

(20) Automobile ancillaries.

(21) Seamless tubes,

(22) Gears.

(23) Ball, roller and tapered hearings.
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(24) Component parts of the articles mentioned in items Nos. (4),
(5), (7) and (9), that is to say, such parts as are essential for
the working of the machinery referred to in the items aforesaid
and have heen given for that purpose some special shape or
quality which would not be essential for their use for any other
purpose and are In complete finished form and ready for fit-
ment.

{25) Cotlon seed oil.".

68. (1) Where any perscn makes a declaration in accordance with

sub-section (2) in respect of the amount representing income—

(a) which he has failed to disclose in a return of income for
any assessment year filed by him before the 1st day of March,
1965 under the Indian Income-tax Act 1922 or the Income-tax
Act, 1961, or

(b) which has escaped assessment for any assessment year

for which an assessment has been made before the 1st day of
March, 1965 under either of the said Acts, or

(¢) for the assessmeni of which no proceeding under either
of the said Acts has been taken before the 1st day of March, 1965,

he shall, notwithstanding anything contuined in the said Acts, be

charged income-tax at the rate specified in sub-section (3) in respect
of the amount so declared if he—

(i) pays the amount of income-tax as compuled at the said
rate, or

(i1) furnishes adequate security for the payment thercof in
accordance with sub-section (4) and. undertakes {o pay such
income-tax within a period, not exceeding six months, from
the date of the declaration as may be specified by him therein,
or

(iit) on or before the 31st day of May, 1965, pays such
emount ag is not less than one-half of the amount of income-tax
as computed at the said rate or furnishes adequate security for
the payment thereof in accordsnce with sub-section (4), and
in either case assigns any shares in, or debentures of, a joint
stock company or mortgages any immovable property, in
favour of the President of India by way of security for the pay-
ment of the balance, and undertakes to pay such halance within
the period referred to in clause (ii).

(2) The declaration shall be made to the Commissioner, and shall

specily the period required to be specified under clause (ii) of sub-
section (1), contain the namre. address and signature of the person

Voluntary
disclosure
of income,
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making the declaration and also full information in respect of the
following matters, namely: -
(a) Whether he was assessed to income-lax or not and, if
agsessed, the name of the Income-tax Circle in which he was
assessed.

(b) The amount of income declared, giving where available,
details of the financial year or years in which the income was
earned and the amount pertaining to each such year.

(c) Whether the siwount declared is represented by cash (in-
cluding bank deposits), bullion, investments in shares, debts due
from other persons, commodities, or any other assets, and the
name in which it is held and location thereof :

Provided that the declaration shall be of no effect unless it is
made after the 28th dayv of February, 1965 and before the lst day of
Jurne, 1965. ,

(3) The rate of income-tax chargeable in respect of the amount
referred to in sub-section (1) shall be sixty per cent. of such amount:

Provided that if before the 1st day of April, 1965, the tax on the
amount declared is paid b{l the declarant at the rate of fifty-seven
per cent. of such amount, he shall not be liable to pay any further
tax on such amount,

(4) A person shall not be considered to have furnished adequate
seeurity for the payment of the tax for the purfoses of sub-section (1)
unless the payment i8 guaranteed by a scheduled bank or the person
makes an assignment, in tavour of the President of India, of any
security of the Central cr State Government.

Explanation—For the purposes of this sub-section, where an
assignment of Government securities is made in favour of the
President, the amount covered by such assignment shall be the
market value of the securities on the date of the assignment.

(5) Any amount ¢l ingceme-tax paid in pursuance of a declaration
made under this section shall not be refundable in any circumstances,
and no person who has made the declaration shall be entitled, in res-
pect of any amount s declared or any amount of tax so paid, to
reopen any assessment or reassessment made under the Indian
Income-tax Act, 1922, or the Income-tax Act, 1961, or the Excess
Profits Tox Act, 1940, or the Business Profits Tax Act, 1947, or the
Super Profits Tax Act, 1963, or the Companies (Profits) Surtax Act,
19684, or claim any set off or rellef in any appeal, reference, revision
or other proceeding in relation to any such assessment or
reassessment.

(6) (a) Any amount declared by any person under this section
in respect of which the tax referred to in sub-gection (3) is paid
shall not be included in his total income for any assessment under
any of the Acts mentioned in sub-section (5) if he credits in the
bocks of account, if any, maintained by him for any source of income
or in any other record, the amount declared as reduced by the tax
paid thereon under this section.

11 of 1922
13 of 1961,
15 of 1940.
21 of 1947.
14 of 1963,
T of 1964
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(b) A credit made under clause {a) shall be intimated to the
Income-tax Qfficer,

(7) (a) The Commissioner shall grant a certificate to every person
who has made a declaration under this section and paid the income-
tax under this section.

(b) The certificate shall set forth the particulars of the amount
stated in the declaration, the amount of income-tax paid in respect of
the same and the date of payment,

(8) (a) All particulars contained in any declaration made under
this section or record of any proceeding under this section shall be
treated as confidential and, notwithstanding anything contained in
any law for the time being in force, no court shall he entitled to
require any public servant to produce before it any such declaration
or record or any part thereof or to give evidence before it in respect
thereof, - [

(b) No public servant shall disclose any particulars contained in
any such declaration or record except to any officer employed in the
execution of ahy of the Acts mentioned in sub-section (5) or to any
officer appointed by the Comptroller and Auditor-General of India or
the Board to audit income-tax receipts or refunds.

(9) Any payment of income-tax under this section shall be made
by depositing the amount to the credit of the Central Government at
a Government treasury or sub-treasury, or at any branch of the
Reserve Bank of India, or at any branch of the State Bank of India or
at any of its agencies conducting Government treasury business.

(10) In this section,—
(i) “Board” means the Central Board of Direct Taxes con-

54 of 1963. stituted under the Central Boards of Revenue Act, 1963;
(it) “Commissioner” means the Commissioner of Income-tax
43 of 1961. appointed under the Income-tax Act, 1961 having for the time

being jurisdiction for the purposes of that Act over the person
who makes a declaration under this section.

69. In the Estate Duty Act, 1953,— ﬂr?tng;!
(i) in section 9, in sub-section (1), for the words “two years”, Act 34 of
the words “one year” shall be substituted: 1953.

(ii) in section 10,—

(a) in the proviso, for the words “two years”, the vords
“one year” shall be substituted;

(b) after the proviso, the following proviso shall be
inserted, namely :—

“Provided further that a house or part thercof taken
under any gift made to the spouse, son, daughter,
114 G of T Ex—T1.
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brother or sister, shall not he deemed to pass on the
donor’'s death by reason only of the residence therein
of the donor except where a right of residence therein
is reserved or secured directly or indirectly to the donor
under the relevant disposition or under any collateral
disposition.”;

(1) in sub-section (2) of section 11,—

(a) for the words “two years”, wherever they occur, the

words “one year” shall be substituted;

(b) after the first proviso, the following provise shall

be inserted, namely: —

“Provided further that where the disposition or
determination of an interest limited to cease on the

death in a house or part thereof was effected or suffered
in favour of ihe spouse, son, daughter, brother or sister,

“then, the disposition or determination shall, notwith-

standing the residence therein of the person who imme-
diately before the disposition or determination had the
interest, be deemed to be excepted by this. sub-section
save where a right of residence therein is reserved or
secured directly or indirectly to such person under the
relevant disposition or under any collateral disposition.”;

(iv) in sub-section (1) of section 12,—

(a) in the proviso, for the words “two years”, the words

“one year” ghall be substituted;

(b) after the proviso and before the Explanation, the

following proviso shall be ingerted, namely :—

“Provided further that a house or part thereof
comprised In such settlement made in favour of the
spouse, son, daughter, brother or sister, shall not be
deemed to pass on the settlor’s death by reason only of
the residence therein of the settlor except where a right
of residence is reserved or secured directly or indirectly to
the settlor under the settlement or under any collateral
disposition.”;

(v) in section 22,—

(a) for the words “two years”, the words “one year”

shall be substituted;

(b) for the proviso, the following proviso shall be sub-

stituted, namely:—

“Provided that a house or part thereof held by the
deceased as trustee for another person under a disposi-
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tion made by him in favour of the spouse, son, daughter,
brother or sister, shall not be deemed to be included
in the property passing on the death of the deccased
by reason only of the residence therein of the deceased
except where a right of residence therein is reserved
or secured directly or indirectly to the deceased under
the relevant disposition or under any collateral disposi-
tion.”;

(vi) after section 28, the following section shall be inserted,
namely:-—

“29A. Estate duty shall not be payable in respect of—

(a¢) any pension accruing or arising on the death of
the deceased to his widow or other dependants under
the revised Pension Rules of the Central Government
or under any similar scheme of a State Government, a
local authority or a corporation established by a Central,
State or Provincial Act, or under the New Pension Code
applicable to the members of the Defence Services; or

(b) any annuity or pension payable to such widow
or dependants from—

(i) a superannuation fund approved under the
Indign Income-tax Act, 1922, or the Income-tax Act,
1961, to the extent to which the amount of such
annuity or pension does not exceed the equivalent
of fifteen thousand rupees per annum, or

(i1) a superannuation or pension fund established
by such international organisations as the Central
Government may, by notiflcation in the Official
Gazette, specify in this hehalf.”;

(vit) in section 33, in sub-section (1),—

(a) in clause (b), for the words “two years”, the words

“one year” shall be substituted;

(b) after clause (n), the following clause shall be

inserted, namely: —

“(0) property taken under any gift made by the
deceased to the spouse, son, daughter, brother or sister,
beyond a period of five years before his death:

Provided that the property is either chargeable to

gift-tax under the Gift-tax Act, 1958, or is not chargeable
under section 5 of that Act, for any assessment year
commencing after the 31st day of March, 1964.”;

Exemption
of pen-
slons, etc.,
In certain
cases.
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(viil) In section 34, in clause (a)__(-)f sub-section (1), for the
word, brackets and letter “and (n)”, the brackets, letters and
word “, (n) and (0)” shall be substituted;

(iz) in section 46, in sub-section (2), for the words “two
years”, the words “one year” shall be substituted.

Amend- 70. In the Wealth-tax Act, 1957, —

ment of

Act 27 of (i) in sub-section (I) of section 5, after clause (xix), the
1957. following clause shall be inserted, namely:—

“(xx) the value of any equity shares held by the
assessee in any company of the type referred to in clause
(d) of gection 45, where such shares form part of the
initial issue of equity share capital made by the company
after the 3lst day of March, 1984, for a perliod of five
successive assessment years commencing with the assess-
ment year next following the date on which such company
commences the operations for which it has been establish-
ed;”;

(it) for Part I of the Schedule, the following Part shall be

substituted, namely: —

‘Parr I
Paragraph A

(a) In the case of every individual: —

Rate of taxr
(%) on the first rupees one lakh of net wealth .. Nil
(it) on the next rupees four lakhs of net wealth .. 0-5%
(iii) on the next rupees five lakhs of net wealth .. 1-0%
(iv) on the next rupees ten lakhs of net wealth .. 2:-0%
(v) on the balance of net wealth .. 25%
(b) In the case of every Hindu undivided family:—
(i) on the first rupees two lakhs of net wealth .. Nil
(ii) on the next rupees three lakhs of net wealth .. 05%
(ii1) on the next rupees five lakhs of net wealth .. 1-0%
(iv) on the next rupees ten lakhs of net wealth .. 2-0%
(v) on the balance of net wealth o 2:5%

(¢) In addition, in the case of every individual and Hindu un-
divided family, where the net wealth of the individual or Hindu
undivided family includes the value of any asset, being building or
land (other than business premises), or any right in such building

or land, situated in any area falling in Category A or Category B
or Category C or Category D specified in rule 2 of Paragraph B, tax

at the following rate or rates computed with reference to the value of
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such assets determmed in accordance w1th rule 1 of the said
Paragraph B:—

(1) where the total value of such
assets as determined under Para-
graph B does not exceed rupees
two lakhs . . . . Nil,

(77) where the total value of such 19 of the amount by
assets as determined under Para~-  which the total value
graph B exceeds rupees two of such assets as so
lakhs but does not exceed rupees determined exceeds
seven lakhs . . . rupees two_lakhs.

(iir) where the total value of such Rs. 5,000 plus 29 of
assets as determined under Para~ the amount by which the
graph B exceeds rupees seven  tntal value of  such
lakhs but does not exceed rupees assets ps 50  determined
twelve lakhs . . . exceeds rupees seven

lakhs,

(7v) where the total value of such Rs. 15,000 plus 3% of
assets as determined under Para-  the amount by which the
graph B exceeds rupees twelve total value of  such
1 but does not exceed rupees assets as so0  determined
seventeen lakhs' . . . exceeds rupees  seven

lakhs.

(v) where the total value of such Rs. 30,000 plus 4% of

assets as determined under Para- the amount by, which the

fraph B cxceeds rupees seventeen  total value of such

akhs . . . assets 88 50  determined
exceeds rupees seventeen
lakhs.

Explanation—For the purposes of this Part “business premises”
means any building or land or part of such building or land, or any
right in building or land or part thereof, owned by the assessee and
used throughout the previous year for the purposes of his business
or profession, and includes any building used for the purpose of
residence of persons employed in the business or any building used
for the welfare of such persons as a hospital, creche, school, canteen,
library, recreational centre, shelter, rest-room or lunch-room

Paragraph B

Rule 1.—The total value of assets for the purposes of clause (¢)
of Paragraph A shall be determined as being the aggregate amount
by which the value of such assets, included in the net wealth of the
individual or Hindu undivided family, which are situated in any
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area falling in the categ_ory speciﬁ_ed in column 1 hereunder exceeds
the amount specifled thereagainst in column 2: —

Category ol area Amount
(1) (2)
A Rs. 5,00,000
B The amount by which the value of such as-

gets situated in any area felling in Category
A falls short of Rs, 5,00,000, or an amount
of Rs. 4,00,000, whichever is less.

C The amount by which the aggregate of
the value of such assets situated in any
area falling in Category A or Category B
falls short of Rs. §,00,000, or in a case
where there is no such asset situated in an
area falling in Category A, the amount by
which the value of such assets situated
in any area falling in Category B falls
short of Rs. 4,00,000, or,in either case,
an amount of Rs. 3,00,000, whichever

is less.
D The amount bﬂ which the aggregate of the
value of such assets situated in any area

falling in Category A orfCategory B or
Category C falls short of Rs. §,00,000,
or, in a case where there is no such asset
situated in an area falling in Category A,
the amount by which the aggregate of the
value of such assets situated in any area
falling in Category B or Category C falls
short of Rs. 4,00,000, or, in a case where
“there is no such asset situated in an area
falling in Category A or Category B, the
amount by which the value of such assets
situated in any are¢a falling in Category C
falls short of Rs. 3,00,000, o1, in each
case, an amount of Rs. 2,00,000, which-
ever is less.

Rule 2.—For the purposes of this Part, all cities and towns in
India, the population of which, including the population of the
contiguous municipalities and cantonments according to the census
held in the year 1961—

(i) exceeds sixteen lakhs shall be treated as falling in
Category A;



13 of 1961.

11 of 1922,
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(i1) exceeds eight lakhs but does not exceed sixteen lakhs
shall be treated as falling in Category B;

(iit) exceeds four lakhs but does not exceed eight lakhs
shall he treated as falling in Category C; and

(iv) exceeds one lakh but does not exceed four lakhs shall
be treated as falling in Category D.".

71. In the Gift-tax Act, 1958,— Amend-
(1) in section 5, in sub-section (1), after clause (v), the ment of

following clause shall be inserted, namely:— ?QCJBTB of

“(va) (i) to such temple, mosque, gurdwara, church or
other place as has been notified by the Central Government
for the purposes of sub-section (6) of section 88 of the
Income-tax Act, 1961; or

(11) by way of settlement on trust, of property the
income from which, according to the deed of settlement,
is to be used exclusively in connection with the temple,

mosque, gurdwara, church or other place specified therein
and notified as aforesaid;”;

(ii) in Chapter IV, after section 18, the following section
shall be inserted, namely :—

“18A. Where any stamp duty has been paid under any Credit for
law relating to stamp duty in force in any State on an Stﬂirélp duty
. . . : n
ingtrument of gift of property in respect of which the gift-tax fr?stmomem

payable exceeds one thousand rupees, the assessee shall be of gift.
entitled to a deduction from the gift-tax payable by him of

an amount equal to the stamp duty so paid or one-half of the
surn by which the gift-tax payable, before making the
deduction under this section, exceeds one thousand rupees,
whichever is less.”.

72. In the Preference Shares (Regulation of Dividends) Act, 1960,—
Amend-

(i) in section 2,— ment of
Act 63 of
(a) in clause (b), for the words, brackets, figures and 1980.

letters “clause (7A) of section 2 of the Indian Income-tax Act,

1922 and includes a company referred to in sub-clause (ii) of

clause (54)”, the following shall be substituted, namely: —
“clause (26) of section 2 of the Income-tax Act, 1961

and includes a company referred to in sub-clause (it) of
clause (17)";

(b) in clause (c), the words, figures and letters “having
been issued and subscribed for before the 1st day of April,
1960” shall be omitted:
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(¢) in clause (d), for“the words and figures ‘-'Indian
Income-tax Act, 1922”, the words and figures “Income-tax Act,
1961"” shall be substituted;

(i1) in section 3,—

(a) in sub-section (1) and in sub-section (3), after the
words “preference share of a company”, the words, figures
and letters “issued and subscribed for before the 1st April,
1960” shall be ingerted;

(b) in sub-section (2), after the words, figures and letters
“after the 31st March, 1959”, the words, figures and letters
“and before the 1st April, 19607 shall be inserted;

(¢) in sub-section (4), after the words “preference share”,
the words, figures and letters “issued and subscribed for
before the 1st April, 1960” shall be inserted;

(d) in sub-section (6),—

(¢) after the words “in this section”, the words, figure
and letter “and section 4A"” shall be inserted;

(ii) for the words, brackets, figures and letter “sub-
section (3D) of section 18 of the Indian Income-tax Act,
19227, the wordg and figures ‘‘section 194 of the Income-
tax Act, 1961” shall be substituted;

(1i) in section 4,—
(a) for the words “Where any preference share has been

issued by a company any portion of the profits and gains of
which”, the following shall be substituted, namely: —

“Where any preference share of a company has been
issued and subscribed for before the 1st April, 1960, and
any portion of the profits and gains of the company”;

(b) for the words and figures “Indian Income-tax Act,
1922”, the words and figures “Income-tax Act, 1961” shall be

substituted;
(iv) after section 4, the following section shall be inserted,
namely:-—
Deduction “4A. Where the stipulated dividend in respect of a pre-
of income- ference share of a company—
tax, (a) is specified to be subjcct to income-tax and a

deduction is made therefrom on account cf the income-
tax payable by the company, or

(b) is being paid subject to a deduction therefrom on
account of the income-tax payable by the company, not-

11 of 1922
43 of 1961.

11 of 1922,
43 of 1981.

11 of 1922.
43 of 19861.
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withstanding the absence of any specification that the
dividend would be subject to income-tax,

such deduction shall in no case exceed twenty-five per cent.
of the stipulated dividend.”;

(v) in section 6, for the words “this Act”, the words and figures
“gection 3 or section 4” shall be substituted.

73. In section 32 of the Unit Trust of India Act, 1963,—

(i) in sub-section (1), for clause (b), the following clause shall
be substituted, namely:—

‘(b) where in the case of a unit holder, being an indivi-

dual, the total income for any previous year as computed

43 of 1961. under the Income-tax Act, 1961 before including therein the
amount of qualifying dividend—

(i) does not exceed a sum of twenty thousand rupees,
the qualifying dividend shall not be included in comput-
ing the total income of the unit holder for that year;

(i) exceeds a sum of twenty thousand rupees, the
qualifying dividend shall be included in computing the
total income of the unit holder for that year, but he shall
be entitled to a deduction from the amount of income-tax
payable by him of a sum calculated at the rate of twenty-
flve per cent. on such qualifying dividend.

Explanation.—In this section, “qualifing dividend”
means, where the income received by a unit holder from the
Trust in respect of units does not exceed one thousand
rupees, such income, and where such income exceeds one
thousand rupees, a sum of one thousand rupees.’;

(i) in sub-section (2),—
(a) in clause (a), the word “and” shall he omitted;

(b) in clause (b), after the word “individual”. the words
“who ig resident; and” shall be inserted;

(¢) after clause (b), the following clause shall be inserted,
namely: —

“(c) deduction of income-tax shall be made by the
Trust from the income distributed by it to a unit holder
being an individual who is not resident in India at the
rate of fifteen per cent. of such income.”,
114 G. of I. Ex.—8.

Amend-
ment of
Act 52 of
1963.
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:11;13;1%} 74. In the Companies (Profits) Surtax Act, 1964,—
Act 7 of (i) in section 18, the words “and super-tax” shall be
1964, omitted;

(i) in the First Schedule,—

(a) in clause (xii) of rule 1, the words “and super-tax”
shall be omitted;

(b) in clause (i) of rule 2, the words “and super-tax”,
wherever they occur, shall be omitted, and for the word
“super-tax” occurring in sub-clause (b), the word “income-
tax” shall be substituted;

(iit) in the Third Schedule,—

(a) in Paragraph 1,

(i) in the first proviso, for the words “of manufac-
ture or production of any one or more of the articles”, the
words “of construction, manufacture or production of
any one or more of the articles or things” shall be

substituted;

(11) in the second proviso, for the words “of manu-
facture or production of any article”, the words “of
congtruction, manufacture or production of any article
or thing” shall be substituted;

(iii) after the second proviso, the following proviso
shall be ingerted, namely:-——

“Provided further that where in the case of an
Indian company or a company which has made
the prescribed arrangements for the declaration and
payment of dividends within India—

(1) which is such a company asg is referred
to in section 108 of the Income-tax Act, and

(i1) whose paid up share capital (subs-
cribed and paid for in cash) as on the last day
of the previous year, is not less than twenty-
five per cent. of the amount of the capital as
computed under the Second Schedule t{o this
Act,

the aggregate of—

(a) the amount of income-tax payable by
the company in respect of its total income of the
previous year under the provisions of the
Tncome-tax Act after making allowance for
any relief, rebate or deduction in respect of
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mcome-tax to wmch Lhe Lompany 15 entmed
under the provisions of the said Act or the
annual Finance Act after deducting from such
amount of income-tax the amount, if any, by
which the rebate of income-tax admissible to
the company under the provisions of the annual
Finance Act is, under the provisions of the said
Act, reduced with reference to the face value of
any bonus shares or the amount of any bonus
issued by the company to its shareholders
during the previous year or any previous Yyear
prior to that year; and
(b) the amount of surtax computed in
accordance with the foregoing provisions of this
Paragraph,
exceeds the amount calculaled at seventy per ceat.
of the total income of the company, the amount of
such excess shall be deducted from the amount of
surtax referred to in clauge (b) above and the
balance shall be the amount of the surtax payable

by the company.”;

(b) for Paragraph 2, the following Paragraph shall be

substituted, namely:—

‘2. The list of articles and things reterred to in

Paragraph 1 shall be as follows:—

114 G of L.Ex—y.

(1) Iron and steel (metal), ferro-alloys and
special steels.

(2) Aluminium, copper, lead and zinc (metals),

(3) Coal, lignite, iron ore, bauxite, manganese
ore, dolomite, limestone, magnesite and mineral oil.

(4) Industrial machinery specitled under the
heading “8. Industrial machinery”, sub-heading “A.
Major items of specialised equipment used in specific
industries”, of the First Schedule to the Industries
(Development and Regulation) Act, 1951

(5) Boilers and steam generating plants, steam
engines and turbines and internal combustion
engines,

(6) Flame and drip proof motors.

(7) Equipment for the generation and trans-
mission of electriclty including transformers, cables
and transmission towers.
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(including
their attachments and accessories, cutting tools and
small tools), dies and jigs.

(9) Tractors, earth-moving mechinery and agri-
cultural implements.

(10) Motor trucks and buses.

(11) Steel castings and forgings and malleable
iron and steel castings,

(12) Cement and refractories.

(13) Fertiligers, namely, ammonium sulphate,
ammonium sulphate nitrate (double salt), ammo-
nium nitrate, calcium ammonium nitrate (nitrolime
stone), ammonium chloride, super phosphate, urea
and complex fertilisers of synthetic origin containing
both nitrogen and phosphorus, such as ammonium
phosphates, ammonium sulphate phosphate and
ammonium nitro phosphate,

(14) Soda ash.

(15) Pesticides.

(16) Paper and pulp.

(17) Tea.

(18) Electronic equipment, namely, radar
equipment, computers, electronic accounting and
business  machines, electronic communication
equipment, electronic control Instruments and basic
components, such as valves, transistors, resistors,
condensors, coils, magnetic materials and miero
wave components,

(19) Petrochemicals including corresponding
products manufactured from other basle raw
materials like calcium carbide, ethyl aleohol or
hydrocarbons from other sources.

(20) Ships.

(21) Automobile ancillaries.

(22) Seamless tubes,

(23) Gears.

(24) Ball, roller and tapered bearings.

(25) Component parts of the articles mentioned
in items Nos. (4), (8), (7) and (9), that is to say,
such parts as are essential for the working of the
machinery referred to in the items aforesaid and have
been given for that purpose some special shape or
quality which would not be essential for their use
for any other purpose and are in complete finished
form and ready for fitment.

(36) Cotton seed oil’,
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75. The Indian Tarift Act, 193»;__(hereinafter referred to as the a‘;}‘:‘%;
Tariff Act) shall be amended in the manner specified in the Third Act 32

Schedule. of 1984

76. (1) In the case of goods chargeable with a duty of customs Surcharge

which is specified in the First Schedule to the Tariff Act as amended of og;‘.‘té;
by this Act or any subsequent Act of Parliament, or in that Schedule '

read with any notiflcation of the Central Government for the time
being in force, there shall be levied and collected as an addition to,
and in the same manner as, the total amount so chargeable, a sum
eqqual to 10 per cent. of such amount:

Provided that in computing the total amount so chargeable, any
duty chargeable under section 2A of the Tariff Act or section 77
of this Act shall not be included.

(2) Sub-section (1) shall cease to have effect after the 31st day
of March, 1966 except as respects things done or omitted to be done
before such cesser; and section 6 of the General Clauses Act, 1897
shall apply upon such cesser as if the said sub-section had then been
repealed by a Central Act.

77. (1) With a view to regulating, or bringing greater economy in, Regulatory
imports there shall be levied and collected, with effect from such m‘j}{o,,‘;f_
date, and at such rate, as may be specified in this behalf by the Central
Government by notification in the Officlal Gazette, on all or any of
the goods mentioned in the First Schedule to the Tariff Act as
‘amended by this Act or any subsequent Act of Parliament, a
regulatory duty of customs not exceeding—

(@) 25 per cent. of the rate, if any, specified in the
said First Schedule read with any notiflcation issued under
section 3A or sub-section (1) of section 4 of the Tariff Act; or

(b) 10 per cent. of the value of the goods as determined

in accordance with the provisions of section 14 of the Customs
Act, 1062,

whichever is higher:

Provided that different dates and different rates may be specifled
by the Central Government for different kinds of goods.

(2) Sub-section (1) shall cease to have effect after the 15th day
of May, 1966 except as respects things done or omitted to be done
before such cesser; and section 6 of the General Clauses Act, 1897
shall apply upon such cesser as if the said sub-section had then been
repealed by a Central Act.

(3) The regulatory duty of customs leviable under this section
in respect of any goods referred to in sub-section (I) shall be in
addition to any other duty of customs chargeable on such goods under
the Customs Act, 1962,
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(4) The provisions of the Customs Act, 1962 and the rules and
regulations made thereunder, including those relating to refunds and
exemptions from duties, shall, as far as may be, apply in relation to
the levy and collection of the regulatory duty of customs leviable
under this section in respect of any goods as they apply in relation
to the levy and collection of the duties of customs on such goods
under that Act or these rules and regulations.

(5) Every notification issued under sub-section (1) shall, as soon
as may be after it is issued, be placed before each House of Parliament.
(6) All regulatory duties of customs levied under sub-section (1)
of gection 58 of the Finance Act, 1964, shall, subject to any notifi-
cation issued under section 25 of the Customs Act, 1962 read with
sub-section (4) of the said section 58, continue to have effect until
the other provisions of this section come into force.
78. In the Indian Tariff (Amendment) Act, 1949, in sections 4 and 5,
for the figures “1965”, the figurcs “1986” shall be substituted.

79. In the Central Exciscs and Salt Act, 1944 (hereinafter referred
to as the Central Excises Act), in the First Schedule,—
(a) in Ttem No. 4. under “II. Manufactured tobacco--", for

sub-item (2), the following sub-item shall be substituted,
namely: —

“(2) Cigarettes .. Onehundred per cent. ad valorem.”;

(b) in Item No. 26, for the entry in the third column, the
entry “Sixty rupees per metric tonne” shall be substituted:

(c) In Ttem No. 26A, for the entries in the third column
against sub-items (1) and (2), the entries “One thousand rupees
per metric tonne.” and “One thousand and five hundred rupees
per metric tonne.” shall, respectively, be substituted;

() in Ttem No. 26AA,—

(1) for the entry in the third column against each of
the sub-items (#) and (ia), the entry “Forty-five rupees per
metric tonne plus the excise duty for the time being leviable
on steel ingots.” shall be substituted:

(it) for sub-items (i1) and (1), the following sub-items
shall be substituted, namely: —

“ () Plates and sheets (including un~- Three hundred rupees per
coated plates and sheets intend- metric tonne plus  the
ed for tinning and forms such excise duty for the time
us ridges, channels, rain water  belng™ leviable on steel
vlpes and their fittings made  ingots,
from vlates or sheets, but not
Including plates and sheets after
tinning), and "hoops, "all sorts,
other than skelp and "strips.

52 of 1962,

B of 1964,
52 of 1962.
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(#f) Skelp and strips Three hundred rupees per
metric tonne plus  the
excise duty for the time
being leviable on  steel
ingots.” ;

(¢) in Item No. 27,—

({) for the entry in the second
column against sub-item (b),
the entry * Manufactures, the
following,  namely, plates,
sheets, circles and strips in any

form or size, not otherwise speci-
fied.” shall be substituted ;

(i) for the entry in the second
column against sub-item (c),
the entry “Pipes and tubes,
other than extruded pipes and
tubes.” shall be substituted ;

(#%) after sub-item (c), the following
sub-item shall be inserted,
namely :—

“(d) Bxtruded shapes and Ten per cent. ad valorem.” ;
sections including extru-
ded pipes and tubes,

(f) in Item No. 28, for the entry in the third column, the
entry “Three hundred and seventy-five rupees per metric tonne.”
shall be substituted.

80. (1) When goods of the description mentioned in this section

chargeable with a duty of excise under the Central Excises Act (as
amended by this Act or any subsequent Act of Parliament) read
with any notification for the time being in force issued by the Cen-
tral Government in relation to the duty so chargeable are assessed
to duty, there shall be levied and collected—

(a) as respects goods comprised in Items Nos. 6, 8, 8, 14D,
22A, 23A except sub-item (1) thereof, 23B, 28, 29, sub-items (2)
and (3) of Item No. 31 and Item No. 32 of the First Schedule to
the Central Excises Act, a special duty of excise equal to 10 per
cent. of the total amount so chargeable on such goods:

(b) as respects goods comprised in Items Nos. 2, 3(1), sub-
items I, I1(2) and II(3) of Item No. 4, Items Nos. 13, 14, 14F,
15, 154, 15B, 16, 16A. 17. 18A(2), 21, 22, 23, 23A(1), 27, 30,
31(1), 33, sub-items (1), (3a) and (4) of Item No. 34 and Item
No. 37 of that Schedule, a special duty of excise equal to 20 per
cent. of the total amount so chargeable on such goods; and

(c) as respects goods comprised in Items Nos 4II(1), 18,
18A(1), 18B, 20, 29A, 33A, sub-items (2) and (3) of Item No. 34
and radiograms comprised in Item No. 37A of that Schedule, a
special duty of excise eqiial to 33% per cent. of the total amount
80 chargeable on such goods.

Special
duty of
excise on
certain
goods.
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(2) Sub-section (1) shall cease to have effect after the 31st day
of March, 1966, except as respects things done or omitted to be done
before such cesser; and section 6 of the General Clauses Act, 1897
shall apply upon such cesser as if the said sub-section had then been
repealed by a Central Act.

(3) The duties of excise referred to in sub-section (I) in respect
of the goods specified therein shall be in addition to the duties of
excise chargeable on such goods under the Central Excises Act or
any other law for the time being in force and such special duties
shall be levied for purposes of the Union and the proceeds thereof
shall not be distributed among the States.

(4) The provisions of the Central Excises Act and the rules made
thereunder, including those relating to refunds and exemptions
from duties, shall, as far as may be, apply in relation to the levy and
collection of the duty of excise leviable under this section in respect
of any goods as they apply in relation to the levy and collection of
the duties of excise on such goods under that Act or those rules.

81. (1) With a view to regulating or bringing greater economy
in consumption, there shall be levied and collected, with effect from
such date, and at such rate, as may be specified in this behalf by the
Central Government by notification in the Official Gazette, on all or
any of the goods mentioned in the First Schedule to the Central
Excises Act as amended by this Act or any subsequent Act of Par-
liament, a regulatory duty of excise which shall not exceed 15 per
cent. of the value of the goods as determined in accordance with the
provisiong of section 4 of the Central Excizes Act:

Provided that different dates and different rates may be speci-
fled by the Central Government for different kinds of goods.

(2) Sub-section (1) shall cease to have effect after the 15th day
of May, 1966, except as respects things done or omitted to be done
before such cesser; and section 6 of the General Clauses Act, 1897
shall apply upon such cesser as if the said sub-section had then
been repealed by a Central Act.

(3) The duties of excise referred to in sub-section (1) in respect
of the goods specifled therein shall be in addition to the duties of
excise chargeable on such goods under the Central Excises Act or
any other law for the time being in force and such regulatory duties
shall be levied for purposes of the Union and the proceeds thercof
shall not be distributed among the States.

(4) The provisions of the Central Excises Act and the rules made
thereunder, including those relating to refunds and exempticrs
from dnties, shall, as far as may be, apply In relation to the levy and

10 of 1897

10 of 1397,
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collection of the regulatory duty of excise 1ev1able under thiz sec-
tion in respect of any goods as they apply in relation to the levy
and cellection of the duties of excise on such goods under that Act
or those rules.

(5) Every notification issued under sub—section (1) shall, as soon
as may be after it is issued, be placed before each House of Parlia-
ment.

(6) All regulatory duties of excise levied under sub-section (1)
of section 62 of the Finance Act, 1964, shall, subject to any notifica-
tion issued under rule 8 of the Central Excise Rules, 1944, read with
sub-section (4) of the said section, continue to have effect until the
other provisions of this section come into force.

82. For the year beginning on the 1st day of April, 1865, no duty

under the Central Excises Act, or the Tariff Act shall be levied in
respect of salt manufactured in, or imported into, India.

83. In the First Schedule to the Additional Duties of Excise
(Goods of Special Importance) Act, 1957, in Item No. 4, under “II.

Manufactured tobacco—", for sub-itern (2), the following sub-item
shall be substituted, namely:—

“(2) Cigarettes Twenty-five per cent. ad valorem™,

Disconti-
muance of
salt duty.

Amend-
ment of
Act 58 of
1957.
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THE FIRST SCHEDULE
(See section 2)
Parr 1
Income-tax and surcharge on income-tax
Paragraph A

In the case of every individual or Hindu undivided family or
unregistered firm or other association of persons or body of indivi-
duals, whether incorporated or not, or every artiflcial juridical
person referred to in sub-clause (vii) of clause (31) of section 2
of the Income-tax Act, not being a case to which any other Paragraph
of this Part applies—

Rates of income-tax

(1) where the total income does not 5 per cent. of the total income.
exceed Rs. 5,000

(2) where the total income exceeds Rs. 250 plus 10 per cent. of
Rs. 5,000 but does not exceed the amount by which the total
Rs. 10,000 income exceeds Rs, 5,000.

(3)where the total income exceeds Rs. 750 plus 1§ per cent. of
Rs, 10,000 but does not exceed the amount by which the total
Rs. 15,000 income exceeds Rs. 10,000,

(4} where the total income exceeds Rs. 1,500 plus 20 per cent. of
Rs. 15,000 }but does |not exceed the amount by which the total
Rs. 20,000" income exceeds Rs. 15,000,

(5) where the total income exceeds Rs. 2,500 plus 30 per cent. of
Rs. 20,000 but does not exceed the amount by which the total
Rs. 25,000 income exceeds Rs, 20,000,

(6) where th. total income exceeds Rs. 4,000 plus 40 per cent. of
Rs. 25,000 but does not exceed the amount by which the total
Rs. 30,000 income exceeds Rs. 25,000.

{7) where the total income exceeds Rs. 6,000 plus 50 per cent. of
Rs. 30,000 but does not exceed the amount by which the total
Rs. 50,000 income exceeds Rs. 30,000.

(8) where the total income  exceeds Rs. 16,000 plus 60 per cent, of
Rs. 50,000 but does not exceed  the amount by which the total
Rs. 70,000 income exceeds Rs. 50,000.

(9) where the total income exceeds Rs. 28,000 plus 65 per Cent. of
Rs. 770,000 the amount by which the total
Income excéeds Rs. 70,000:
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Provided that for the purposes of this .Paragraph, In the case of
a person, not being a non-resident—

(i) no income-tax shall be payable on a total income not
exceeding the following limit, namely:—

(a) Rs. 6,000 in the case of every Hindu undivided
family which as at the end of the previous year satisfies
either of the following two conditions, namely:—

(i) that it has at least two members entitled 1o
claim partition who are not less than eighteen years of
age; or

(ii) that it has at least two members entitled to
claim partition who are not lineally descended one from
the other and who are not lineally descended from any
other living member of the family;

(b) Rs. 3,000 in every other case;

(i) where such person is an individual or a Hindu un-
divided family, the income-tax computed at the rate herein-
before specified shall be reduced by so much of the amount
specified hereunder, as does not exceed the amount of income-
bax so computed:—

(a) Rs. 100 in the case of an unmarried individual;

(b) Rs. 175 in the case of a married individual who has
no child wholly or mainly dependent on
him or a Hindu undivided family which has
no minor coparcener;

(c¢) Rs. 195 in the case of a married individual who has
one child wholly or mainly dependent on
him or a Hindu undivided family which has
one minor coparcener wholly or mainly
supported from the income of such family;

(d) Rs. 215 in the case of a married individual who has
more than one child wholly or mainly
dependent on him or a Hindu undivided
family which has more than onhe minor
coparcener wholly or mainly supported from
the income of such family;

(ii1) where the total income is twenty thousand rupees or
less, the income-tax payable shall not exceed forty per cent. of the
amount by which the total income exceeds the limit specified
in sub-clause (a) or, as the cage may be, sub-clause (b) of clause
(i) of this proviso.

174 G of T Ex.—70.
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Surcharge on income-tax

The amount of income-tax computed in accordance with the
preceding provisions of this Paragraph shall be increased by a
surcharge for purposes of the Union, which shall be equal to the
aggregate of the sums computed as hereunder:—

(a) where—
(i) in the case of an individual or a Hindu undivided
family, the amount of unearned income, not being income

by way of interest on any security of the Central or State
Government or income received in respect of units from

the Unit Trust of India under the Unit Trust of India Act,
1963, included in the total income, or

(1) in any other case, the amount of unearned income
included in the total income

exceeds Rs. 15,000,

a sum calculated on the difference between the amount of income-tax
computed in respect of the income referred to in sub-clause (i) or,
as the case may be, sub-clause (ii), if such income had been the
total income and the amount of income-tax computed in respect ot

an income of Rs. 15,000 if it had been the total income, at the
following rate, namely :—

(1) where the amount of the difference 20 per cent. of the amount of
does not exceed Rs. 14,500 such difference,

(2) where the amount of the difference Rs. 2.900 plus 25 per cent. of the
exceeds Rs. 14,500 amount by which the difference
aforesaid exceeds Rs. 14,500,

(b) where—

(i) in the case of an individual or a Hindu undivided
family, the earned income and income by way of interest
on any security of the Central or State Government and
income received in respect of units from the Unit Trust of
India under the Unit Trust of India Act, 1963, included in the
total Income, or

(i1) in any other case, the earned income included in the
total Income

exceeds Rs. 1 lakh,
& sum calculated on the amount of the difference between the income-
tax computed in respect of the income referred to in sub-clause @
or, as the case may be, sub-clause (ii), if such income had been the
total Income and the income-tax computed in respect of a total
income of Rs, 1 lakh, at the following rate, namely —

(1) where the amount of the difference & per cent. of the amount of sach
does nut exceed Rs. 65,000 difference,

52 of 1963.

52 of 1963.
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{2) where the amount of the difference
exceeds Rs, 65,000 but does not exceed
Rs. 1,30,000

(3) where the amount of the
exceeds Rs. 1,30,000

difference

Rs. 3,250 plus 10 per cent. of the
amount by which the difference
aforesaid exceeds Rs. 65,000,

Rs. 9,750 plus 15 per cent. of the
amount by which the differ-
ence aforesaid exceeds

Rs. 1,30,000,
Paragraph B

In the case of every association of persons being a co-operative
society &s deflned in clause (19) of section 2 of the Income-tax Act,~—

Rates of income-tax
(1) where the total income does not exceed § per cent. of the total income.

Rs. 5,000

(2) where the total income exceeds Rs. 250 plus 10 per cent. of the
Rs, 5,000 but does mnot exceed amount by which the total
Rs. 10,000 income exceeds Rs. §,000.

(3) where the total income exceeds Rs. 750 plus 15 per cent. of the
Rs. 10,000 but does not exceed amount by which the total
Rs. 15,000 income exceeds Rs. 10,000.

(4) where the total income exceeds Rs. 1,500 plus 20 per cent.
Rs. 15,000 but does not  exceed of the amount by which the
Rs. 20,000" total income exceeds Rs. 15,000.

(5) where the rtotal income exceeds Rs. 2,500 plus 25 per cent. of
Rs. 20,000 but does not exceed the amount by which the
Rs, 25,000 total income exceeds Rs. 20,000,

(6) where the total imcome exceeds Rs. 3,750 plus 41 per  cent.
Rs. 25,000 of the amount by which the

total income exceeds
Rs, 25,000:

Provided that—

(1) no income-tax shall be payable on a total income not
exceeding Rs. 3,000; and

(it) where the total income is twenty thousand rupees or
less, the income-tax payable shall not exceed forty per cent, of
the amount by which the total income exceeds Rs. 3,000.

Surcharge on income-tax

Where the total income exceeds Rs. 25,000, the amount of income-
tax on such total income computed at the rates hereinbefore specified
shall be increased by a surcharge for purposes of the Union of 6}
per cent, of the amount of the difference between the income-tax
so computed and the income-tax computed in respect of a total
income of Rs. 25,000,

Paragraph C

In the case of every reglstered firm,—
Rates of income-tax

(1) where the total income does’not exceed
Rs, 25,000

Nil.
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(a) where the total income exceeds 6 per cent. of the amount
Rg. 25,000 but does not  exceed by which the total income
Rs, 50,000 exceeds Rs, 25,000,

(3) where the total ineome exceeds Rs. 1,500 plus 8 per cent. of the
50,000 bhut does not exceed amount by which the total
Rs. 1,00,000 income exceeds Rs. 50,000.

(4) where the total income exceeds Rs. 5,500 plus 12 per cent. of
Rs. 1,00,000 the amount by which the total
income exceeds Rs. 1,00,000.

Surcharge on income-tax

The amount of income-tax computed at the rates hereinbefore
specified shall be increased by a surcharge for purposes of the Union
ef twenty per cent. of the amount of income-tax:

Provided that in the case of a registered firm whose total income
includes income derived from a profession carried on by it and the
income so included is not less than fifty-one per cent. of such total
income, the amount of surcharge for purposes of the Union computed

at the rate hereinbefore specified shall be reduced by one-half of such
amount.

Paragraph D
In the case of every local authority,—
Rate of income-tax
On the whole of the total income .. 45 per cent.
Surcharge on income-tax
The amount of income-iax computed at the rate herein-
before specified shall be increased by a surcharge for purposes
of the Union of ten per cent. of the amount of income-tax.
Paragraph E

In the case of the Life Insurance Corporation of India establish-
ed under the Life Insurance Corporation Act, 1956,—

Rate of income-tax

On the whole of its profits and gains
from life insurance businesg . 47:5 per cent.

Paragraph F

In the case of every company, other than the Life Insurance Cor-
poration of India established under the Life Insurance Corporation
Act, 1956,—

Rate ot income-tax
On the whole of the tota] income 80 per cent.:

31 of 1846

31 of 1946.
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Provided that a rebate shall be allowed in the case of such
companies on such income at such rate or rates as are specified
hereunder;—

Income on which Rate of
rebate is 1o be rebate
allowed

I. In the case of a company
which—

(a) in respect of its income
liable to income-tax
under the Income-tax
Act for the assessment
year commencing on
the 1st day of April,
1965, has made the
prescribed arrange-
ments for the declara-
tion and payment
within India of the
dividends payable out
of such income in
accordance with the
provisions of section
194 of that Act; and

(®) is such a company as is
referred to in  section }
108 of the Income-tax }
Acty—

() where the total on the whole of the total
income does not income 37'5 per cant.
exceed R, 25,000

(#) where the total (a) on so much of the
income exceeds total income as consists
Rs. 25,000 of profits and gains at-

tributable to the busi-
ness of generation or
distribution of elec-
tricity or of construc-
tion, manufacture or
production of any one
or more of the articles
or things specified in
the list in Part IIT of
this Schedule 35 per cent.
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Income on which Rate of
rebate is to be rebate
allowed
(») on the balance of the
total income 30 per cent.
II. In the case of a company
- which—
(a) satisfies condition (a)
of item I hereinabove,
and
(b) is not such a company
as is referred to in
section 108 of the
Income-tax Act,—
(f) in the case of a (4)on so much of the
company which is total income as
wholly or mainly consists of profits and
engaged in the busi- gains attributable to the
ness of generation business of generation
or distribution of or distribution of elec-
electricity or any tricity or of construc-
other form of power tion, manufacture or
or in the construc- production of any one
tion of ships or in or more of the
the manufacture or articles or things speci-
processing of goods fied in the list in Part
or in mining IIT of this Schedule—
(f) on so much of the
profits and  gains
aforesaid as do not
exceed Rs. 10 lakhs 35 per cent.
(#) on the balance of
the profits and
gains aforesaid 26 per cent.
(b)) on any income other
than the profits and
gaing referred to in

(a) hereinabove—

() on so much of such
income as, together
with the  profits
and gains referred
to in (q) herein-
above, does not
exceed Rs, 10 lakhs 30 per cent.

on the balance of
such income

(#)

20 per cent,
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Income on which
rebate is to be
allowed

Rate of
rebate

(#) in any other case

111. In the case of a company

which in respect of its
income liable to income-
tax under the Income-tax
Act for the assessment
year commencing on the
18t day of April, 1965,
has not made the pres-
cribed arrangements for
the declaration and pay-
ment within India of the
dividends payable out of
such income in accord-
ance with the pro-
visions of section 194 of
that Act

(a) on so much of the total

income as consisty of
profits and gains attri-
butable to the business
of generation or dis-
tribution of electricity
or of construction,
manufacture or  pro-
duction of any one or
more of the articles or
things specified in the
list in Part III of this
Schedule

(b) on the balance of the

total income

(@) on so much of the total

income as consists eof
royalties received from
an Indian concern in
pursuance of an agree-
ment made by it with
the Indian concern on
or after the 1st day of
April, 1961 and which
has been approved by
the Cenrtral Government

(b) on so much of the total

income as consists of
fees for rendering tech-
nical services received
from an Indian concern
in pursuance of an
agreement made by it
with the Indian con-
cern after the 29th day
of February, 1964 and
which has been approv-
ed by the Central
Government

(¢) on the balance of the

total income

26 per cent.

20 per cent.

30 per cent.

30 per cemt.

I§ per cent.:
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Provided further that—

(i) the amount of rebate arrived at under the preceding
proviso in the case of a company referred to in item I or item
IT of that proviso shall be reduced by the sum, if any, equal to
the amount or the aggregate of the amounts, as the case may

be, computed as hereunder:—

(a) on the aggregate of the sums computed in at the rate of 100 per

the manner provided in clause (7) of the second cent.

proviso to Paragraph D of Part II of the

First Schedule to the Finance Act, 1964

as reduced by the amount, if any, which

is deemed to have been taken into account,

in accordance with clause (#) of the said

proviso, for the purpose of reducing the rebate

mentioned in clause (¢) of the said proviso to

nil;

(b) on the amount representing the face value of at the rate of 125
any bonus shares or the amount of any bonus per cent.
issued to itg shareholders during the previous
year with a view to increasing the paid-up
capital except where such bonus shares or
bonus have been issued wholly out of the
share premium account of the company after
the 31st day of March, 1964;
and
(¢) in addition, in the case of—

() a company as is referred to in section 108
of the Income-tax Act, or

(#) a company as is referred to in clause (i)
of sub-section (2) or sub-section (4) of
section 104 of the said Act, or

(1) such a company as is exempt from
the operation of section 104 of the
said Act by a notification issued under
the provisions of sub-section (3) of that
section,

which has declared or distributed to its share-
holders during the previous year any dividends
other than dividends on preference shares--

(A) in the casc of a company which since the date
of the commencement of its activities has
declared or distributed any dividends for
the first time during the previous year or any
one of the four previous years immediately
preceding such previous year——

on that part of the dividends other than divi- at the rate of 7+§ per
dends on preference shares which exceeds ten cent.
per cent. of the paid-up equity capital

§ef 1064
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o

() 1o any bulcr case—

on the whole amount of the dividends other at the rate of 7 5 per
than JdIVIAeWs QU Preference siares CChile 3

(ii) where the sum arrived at in accordance with clause (i)
of this Provico excesds lue AMouDl 0L lie rebdle arrived at
unGer the precequng proviso, only S0 mucn ol lne amounts ol
reductlon menioned i sup-clauses (a), (b) and {(¢) ol clause
(3) O1 uus pruvise as 18 sulnclent, 1A lhal order, 10 reduce toe
repalte 1o M snald Re aeguued o have peen ladeh w0 account
Ior tne purpose:

Provided lurther that the income-tax payable by a company, as
15 referred to 1 section lU8 ol Loe lncome-tax AcCt, and toe toial
mcome ol whica exveeds s, «o,U0U, sl ool exceed tiie aggregale
Ol—

(a) the income-tax which would have been payable by the
company 1L 1is total mcome nad been £d. 5,00V (Loe nvume oL
Rs. zo,0yu lor thus purpuse being compuied as 1l sucn lncome
included mcome from various sources 1n the same pioporlion as
the total income oif tne company), and

(b) eighty per cent. of the amount by which its total income
exceeds ks, 20,Uuu.

Explanation 1.—For the purposes of this Paragraph, a company
siall pe deemed 10 be mailly edgaged 1N tne Dusiiess ol Gulleidulon
or distribution oi eleciricily or any other form i power or in the
consiruclion of ships or In the manufacture or processing ot goods
or 1n rmuning, if the mcome attributable to any ot the aturesaiq act-
vities included in 1ts total income for the previous year 1s not less
than fifty-one per cent. of such total mcome.

Explanation 2—For the purposes of this Paragraph, where a part
of the income of a compauy 1s not included in 1ts total wcome
because it is agricultural imncome, the amount declared or distributed
as dividends (other than dividends on preference shares), the
smount representing the face value of any bonus shares and the
amount of any bonus issued to its shareholders shall each be deemea
to be such proportion thereotf as the sum specified in clause (a) bears

to the sum specified in clause (b), such sums being—

(a) the average amount of the total income of the company
in the five previous years in which it has been in receipt of tax-

able income immediately preceding the relevant previous year;
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(b) the average amoun: of tiie total profits and gains (ex-
cluding capital receipts) of the company tfor the five previous
years referred to in clause (o) reduced by such allowances as
may be admissible under the Income-tax Act but which have
not been taken into account by the company in its prolit and
loss accounts for the said five previous years.

Explanation 3.—For the purpose of sub-clause (b) of clause (i)
of the second provise, “share premium account” means an account
forming a gseparate and identifiable part of the reserves of a company
to which has been transferred a sum equal to the aggregate amount
or value of the premiums on shares issued by the company.

Explanation 4—For the removal of doubty it is hereby declared
that where any dividends were declatved by the company before the
commencement of the previous vear and ave distributed by it during
that year, no reduction in the rebate shall be made under sub-clause
le) of clause (i) of the second proviso in respect of such dividends.

Part 11
Rates for deduction of tax at source in certain cases

In every case in which under the provizions of sectirng 193 to 195
of the Income-tax Act, tax is to be deducted at the rates in force,
deduction shall be made from the income subject to deduction, at the
following rates:.—

Income-tax
Rate of Rate of
Income-tax surcharge
# In the case of a person other than a
company—
(a) where the person s resident—
vn the whole income (excluding 18 per cent. - 2 per cent,

interest payable on any security
of the Central Government
{ssued or declared to be income-
tax free, and interest payable on
any security of a State Govern-
ment issued income-tax free, the
income-tax whereon i3 payable
by the State Government) ;

T T T T e e ey
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Income-tax
Rate of Rate of
ircome-tax surcharge

(b) where the person is not resident
in India—

(f) on the whole income (excluding

(#) on the income from

interest payable on any sccurity
of the Central  Government
issued or decl.rad to be income-
tax free, and interest payable

on  any  scoirine of  a
Stare (Govermnert issne i In-
cove tAv freel the Incorne-row

wiertoa opoene by the stat

ThanTamoTty

interest
pavable o= any security of the
Central Government issued ov
declared 1o e Income-tax free,
and intercst pavable on any
security of a Stat= Governument
issued income-tax free, the
income-tax wherecn is payable
by the State Government

2. In the case of a company—

(@) where the company is either an
Indian corapany or a company
which has made the prescribed
arrangements for the declaration
and payment of dividends within
Indin,—

rrm
on the whole ifcome (excluding
interest payable on anyv security
of the Central Government
issued or declared to be income-
tax frec and intorest ool
apy secorite of o Spat (Tl e
mwent jssued incon -tax free. the
income-tax whereon is poyable
by the Swae Government) ;

LR
y

Income-tax at 2§ per ocent. and
surcharge at 5 per cent. of the
amount of the income

or

income-tax and surcharge on
income-tax in  respect of the
income at the rates prescribed
. in Paragrarh A of Part Iof

"this  Schadule, if such
“income had been the total
* income,

Fwhichever is higher.

I2'§ per cent, ®'§ pér oent.

20 per cenl, Ni.




132 THE GAZETTE OF INDIA EXTRAORDINARY [Pagr 11

Income-tax

Rate of Rate of
income-tax surcharge

(b) where the company is neither an
Indian company nor a company
which has made the prescribed
arrangements for the declaration
and payment of dividends within
Indija,—

(") on the income from dividends
payable by an Indian com-
pany which is not such a
company as is referred to in
section 108 of the Income-tax
Act and whichis wholly or
mainly engaged in the busi-
ness  of gencration or distri-
bution of electricity or of
construction, manufacture or
production of any one or more
of the articles or things spe-
cified in the list in Part III
of the Schedule ; 15 per cent.  Nil,

i#f on the income from dividends
pavable by any other Indian
company or any company
which has made the prescribed
arrangements for the declara-
rion and payment of dividends
within India ; 24 per cent.  Nil.

i) on the income from rovalties
payable by an Indian concern
in pursuance of an agreement
which is made by it with the
Indian concern on or after
the Ist day of April,
1961, and which has been
approved by the Central
Government ;, 50 per cent. Nil,

o) on the income from fees for
rendering technical services
~eceived from an Indian con-
cern in pursuance of an agree-
ment made by it with the
undian concern after the zgth
Jay of February, 1964 and
which has been approved by
the Central Government ; so per cent. Nil,
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Income-tax
Rate of Rate of
income-tax surcharge
(v) on the income from interest
pavable on any securitv of the
Central Government issued or
declared to be income-tax
free. and interest payable on
any security of a State Gov-
ernment issued income-tax
free the income-tax whereon
is pavable by the State
Government ; and . 40 per cent Nil
(vi) on any other income . 65 per cent Nil

Parr III
List of articles and things

(1) Iron and steel (metal), ferro-alloys and special steels.
(2) Aluminium, copper, lead and zinc (metals).

(3) Coal, lignite, iron ore, bauxite, manganese ore, dolomite, lime-
stone, magnesite and mineral oil.

‘4) Tndustrial machinerv specified under the heading “8. Indus-
trial machinery”, sub-heading “A. Major itemsg of specialised
equipment! used in specific industries”, of the First Schedule to

£ of 1861, the Industries (Development and Regulation) Act, 1951.

(5) Boilers and steam generating plants, steam engines and tur-
bines and internal combustion engines.

(6) Flame and drip proof motors.

(7) Equipment for the generation and transmission of electricity
including transformers, cables and tranamission towers.

(8) Machine tools and precigion tools (including their attachments
and accessories, cutting tools and small tools), dies and jigs.

(¥) Tractors, earth-moving machinery and agricultural imple-
ments.

(10> Motor trucks and buses,

(11) Steel castings and forgings and malleable iron and steel
castings.
(12) Cement and refractories.
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(13) Fertilisers, namely, ammou i suipheee, ammomum sulphate
nitrate (double sall), wmmemiuwm nitrate, caleinm ammonium
nitrata (nitrolime gtone), amteeninm  chloode, si'per phos-
phale, urea and comylex foriilsers of syathetic vrizm conlain-
ing both nitrogen and phorpherus, such as  ammonium  phos-
phates, ammonium sulphate puosphinie and  ammonium  nitro
phosphate.

(14) Soda ash.

(15) Pesticides.

(16) Paper and pulp.

(I7) Tea.

(18) Electronic equipment, namely, radar equipment, computers,
electronic accounting and business machines, electronic com-
munication  eauipment. electronic  control instruments and
hasic companents, suel ag valves, fransistors, registoes, conden-

sors, cails, magnetic materials and micra wave components,

(19) Petrochemirals ‘aclud’ng enrrerpantice products manufac-
tured froom other has<i, cw materiils like caleium  carbide,
ethyl alcohol or hydrocarbons fror: other sources.

(20) Ships.

(21) Automobile ancillaries.

(22) Seamless tubes.

(23) Gears.

(24) Ball, roller and tapered hearings.

(25) Component parts of the articles mentioned in items Nos. (4),
(%), (7) and (9, that js to say, such parts as are escential for
the working of the machinery referred to in the items aforesaid
and have been given for that purpase some special shape or
quality which wonld net be essential for their use for any other
purpose and are in complete finished form and ready for
fitment.

(26) Cotton seed oil.

THE SECOND SCHEDULE
(See section 3)
Rates of Annuity Deposits
(i) Tn the case of any depositor whose total income does not
exceed Rs. 15,000 .. Nil.

(#1) In the case of any depositnr whose total Income exceeds
Rs. 15,000 but does not exceed Rs. 20,000—

5 per cent. of the adjusted total income:
Providad that the annuitv denocit to he made shall in no case
exceed half the amoaunt by which the tolal Incom= axceeds Rs. 15,000,
(i1i) In the case of a denngitorr  whose total income exceeds
Re. 20.000 but does not exr-ad Rg. 40.000—
7% per cent. of the adjusted total income:
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Prowded that the annulty deposit to be made shall in no case
exceed the aggregace of the following sums, namely: —

(a) an amount calculated at five per cent. on so much of the
adjusted total income as does not exceed Rs. 20,000;

(b) one-half of the amount by which the total income
exceeds Rs. 20,000,

(iv) In the case of a depositor whose total income exceeds
Rs. 40,000 but does not exceed Rs. 70,000—

10 per cent. ot the adjusted total income:

Provided that the annuily deposit to be made shall in no case
exceed the aggregale of the tollowing sums, namely: —

(¢) an amount calculaled at seven and a half per cent. on
so much of the adjusted total income as does not exceed
Rs. 40,000;

(b) vne-half of the amount by which the total income exceeds
Rs. 20,000,

(v) In the case of a depositor whose Llotal income exceeds
Rs. 70,000~

12} per cent. of the adjusted total income:

Provided that the annuily deposit to be made shall in no case
exceed the aggregute of the {ullowing sums, namely :—

‘@) an amount calcwiated at ten per cent. on so much of
the adjusted total jncome as does not exceed Rs. 70,000;

\v) one-hal{ of the amount by which the total income
exceeds Rs. 70,000,

Explanation.—In this Schedule, “lotal Income” means total in-
come computed in the manner laid down in the Income-tax Act
without making any aliowance under section 2800 of that Act,

THE THIRD SCHEDULE
(See scction 75)
Parr 1
In the First Schedule to the Tariff Act,—
(i) in Item No. 30, for the figurey “60” and “50” in the fourth

and fifth columns, the flgures “75” and “65” shall, respectively,
be substituted;

(if) in Items Nos. 31, 31(2), 31(3) and 31(5), for the entry
against each of them in the fourth column, the entry “100 per
cent. ad valorem” shall be substituted;

(iif) in Item No. 31(1), for the figures “75” and “85” in the
fourth and sixth columns, the figures “100” and “90” shall,
Tedpectively, be substituted;
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(iv) in Item No. 44, for the figures “50” in the fourth column,
the figures “75” shall be substituted;

(v) in Item No. 46(3), for the figures “26” in the fourth
column, the figures “50” shall be substituted;

(vi) in Item No. 47(2), for the entry in the fourth column,
the entry “Rs. 10-25 per kilogram or 75 per cent. ad valorem,
whichever is higher” shall be substituted,

(vii) in Item No. 63 (10),—

(1) for the entry in the fourth column against sub-item

(i), the entry “Rs. 305-00 per tonne” shall be substituted;

(2) for the entry in the fourth column against sub-item
(ii)c.1 the entry “Hs. 325'00 per tonne” shall be substituted;
an

(viii) in Item No. 63 (204A), for the figures “30” in the fourth
colwmnn, the figures “100” shall be substituted.

Parr 11
Item Name of Nature Standard Preferential rate of Duration
No. article of rate of duty if the article of pro-
duty duty is the produce or  tective
manufacture of rates of
duty
The A

United British
Kingdom Colony

1 2 3 4 5 6 7

In the First Schedule to the Tariff Act, in SEcTiOoN VI, after Item
No. 284, the following Item shall be inserted, namely;—

“ 28B Sodium  Prefe- 100 per 90 per 90 per Lo
hydrosul- rential cent. cent, cent.
phite Revenue ad valo~ ad valo- ad wvalo-
rem rem rem

S. P. SEN-VARMA,
Special Secy. to the Govut. of India.

ERRATA

The serial No. and Page Nos. of the Gazette of India Extraordi-
nary, Part II.-Sec. 1, dated 15th March, 1965, publishing “The In-

come-tax (Amendment) Act, 1965”7, should be (serial No.) “4” in-

stead of “1” end (page Nos.) “12 to 21” instead of “1 to 9” respec-
tively.

PRINTED IN INDIA BY THE GENEFRAL MANAGER, GOVERNMENT OF INDIA PRFS%
MINTO ROAD, NEW DELHI AND PU’BLISHE]'; 9""1 THE, MANAGER OF PUBLICATIONS, DELHI,

L9114 G nf I Ex—1Y-0-06—12600.



