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Explanation—For the purposes of this clause, the expressiol
“National Committee” and “eligible project or scheme” shall hav
the meanings respectively assigned to them irfExptanationto
section 35AC;]

8[(c) any sum paid by the assessee in the previous year to an associati
institution, which has as its object the undertaking of any programr
of conservation of natural resourégs of afforestation], to be used
for carrying out any programme of conservation of natural resourc
9[or of afforestation] approved for the purposes of section 35CCl
Provided that the association or institution is for the time bein
approved for the purposes of sub-section (2) of section 35CCB;

19(cc) any sum paid by the assessee in the previous year to such func
afforestation as is notified by the Central Government under clau
(b) of sub-section (1) of section 35CCB;]

1[(d) any sum paid by the assessee in the previous year to a rt
development fund set up and notified by the Central Government:
the purposes of clause) Ef sub-section (1) of section 35CCA;]

17(e) any sum paid by the assessee in the previous year to the Natic
Urban Poverty Eradication Fund set up and notified by the Cent
Government for the purposes of claudg ¢f sub-section (1) of
section 35CCA.]

(3) Notwithstanding anything contained in sub-section (1), no deduction unt
this section shall be allowed in the case of an assessee whose gross total in
includes income which is chargeable under the head “Profits and gains
business or profession”.

(4) Where a deduction under this section is claimed and allowed for &
assessmentyear in respect of any payments of the nature specified in sub-se
(2), deduction shall not be allowed in respect of such payments under any o
provision of this Act for the same or any other assessment year.]]

C.—Deductions in respect of certain incomes

Deduction in case of new industrial undertakings employing displaced

persons, etc.

80H. [Omitted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-19
Originally, it was inserted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968

8. Inserted by the Finance Act, 1982, w.e.f. 1-6-1982.
9. Inserted by the Finance Act, 1990, w.e.f. 1-4-1991.
10. Insertedibid.
11. Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.
12. Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.
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19[Deduction in respect of profits and gains from newly established indus-
trial undertakings or hotel business in backward areas.

1480HH.(1) Where the gross total income of an assessee includes any profits
gains derived from an industrial undertaking, or the business ofaho
to which this section applies, there shall, in accordance with and subject to
provisions of this section, be allowed, in computing the total income of t
assessee, a deduction from such profits and gains of an amount equal to tv
per cent thereof.
(2) This section applies to any industrial undertaking which fulfils all th
following conditions, namely :(—

(i) it has begun or begins to manufacture or produce articles after
31stday of December, 19"but before the 1st day of April, 1990],
in any backward area,;

(ii) itisnotformed by the splitting up, or the reconstruction, of a busine

already in existence in any backward area:
Provided that this condition shall not apply in respect of any
industrial undertaking which is formed as a result of the re-estabilis
ment, reconstruction or revival by the assessee of the business of
such industrial undertaking as is referred to in section 33B, in tl
circumstances and within the period specified in that section;

(iii) itis notformed by the transfer to a new business of machinery or pl:
previously used for any purpose in any backward area;

(iv) it employs ten or more workers in a manufacturing process carri
on with the aid of power, or employs twenty or more workers in
manufacturing process carried on without the aid of power.

Explanation—Where any machinery or plant or any part thereof previous
used for any purpose in any backward area is transferred to a new busine
that area or in any other backward area and the total value of the machine
plant or part so transferred does not exceed twenty per cent of the total valt
the machinery or plant used in the business, then, for the purposes ofiilaus
of this sub-section, the condition specified therein shall be deemed to have |
fulfilled.

(3) This section applies to the business of any hotel, where all the followi
conditions are fulfilled, namely :(—

(i) the business ofthe hotel has started or starts functioning after the:
day of December, 197¢but before the 1st day of April, 1990], in
any backward area;

(ii) the business of the hotel is not formed by the splitting up, or tl
reconstruction, of a business already in existence;

13. Inserted by the Direct Taxes (Amendment) Act, 1974, w.e.f. 1-4-1974.

14. Seealso Circular No. 484, dated 1-5-1987. For detaidgTaxmann’s Direct Taxes
Circulars, 1999 edn., Vol. 1, p. 1.1331.

15. Inserted by the Finance Act, 1990, w.e.f. 1-4-1990.

16. Insertedibid.
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(iii) the hotel is for the time being approved for the purposes of tt
sub-section by the Central Government.

(4) The deduction specified in sub-section (1) shall be allowed in computing
total income in respect of each of the ten assessment years beginning witl
assessmentyear relevantto the previous year in which the industrial underta
begins to manufacture or produce articles or the business of the hotel s
functioning:

Provided that,—

(i) inthe case of an industrial undertaking which has begun to manuf
ture or produce articles, and

(ii) inthe case of the business of a hotel which has started functioni

after the 31st day of December, 1970, but before the 1st day of April, 1973,
sub-section shall have effect as if the reference to ten assessment years v
reference to ten assessmentyears as reduced by the number of assessmer
which expired before the 1st day of April, 1974.

(5) Where the assessee is a person other than a company or a co-ope|
society, the deduction under sub-section (1) shall not be admissible unles:
accounts of the industrial undertaking or the business of the hotel for
previous year relevant to the assessmentyear for which the deduction is clai
have been audited by an accountant as defined Exghlanationbelow sub-
section (2) of section 288 and the assessee furnishes, along with his retu
income, the report of such auditin the prescribed¥ataly signed and verified
by such accountant.

(6) Where any goods held for the purposes of the business of the indus
undertaking or the hotel are transferred to any other business carried on by
assessee, or where any goods held for the purposes of any other business c
on by the assessee are transferred to the business of the industrial undert
or the hotel and, in either case, the consideration, if any, for such transfe
recorded in the accounts of the business of the industrial undertaking or the t
does not correspond to the market value of such goods as on the date c
transfer, then, for the purposes of the deduction under this section, the pr
and gains of the industrial undertaking or the business of the hotel shal
computed as if the transfer, in either case, had been made at the market»
of such goods as on that date :

Provided that where, in the opinion of thgAssessing] Officer, the computa-
tion of the profits and gains of the industrial undertaking or the business of
hotel in the manner hereinbefore specified presents exceptional difficulties,
f[Assessing] Officer may compute such profits and gains on such reason:
basis as he may deem fit.

17. Seeule 18B and Form No. 10C for form of auditreport.

18. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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Explanation—In this sub-section, “market value” in relation to any goods mear
the price that such goods would ordinarily fetch on sale in the open market.
(7) Where it appears to tHgAssessing] Officer that, owing to the close
connection between the assessee carrying on the business of the indu
undertaking or the hotel to which this section applies and any other persor
for any other reason, the course of business between them is so arrange
the business transacted between them produces to the assessee more tt
ordinary profits which might be expected to arise in the business of the indus
undertaking or the hotel, tFpAssessing] Officer shall, in computing the profits
and gains of the industrial undertaking or the hotel for the purposes of
deduction under this section, take the amount of profits as may be reason
deemed to have been derived therefrom.

(8) 20[***]

(9) In a case where the assessee is entitled also to the deducticH sexten
80-1 or] section 80J in relation to the profits and gains of an industri
undertaking or the business of a hotel to which this section applies, effect s
first be given to the provisions of this section.

22[(9A) Where a deduction in relation to the profits and gains of a small-sc
industrial undertaking to which section 8B0HHA applies is claimed and allow
under that section for any assessment year, deduction in relation to such pr
and gains shall not be allowed under this section for the same or any o
assessmentyear.]

(10) Nothing contained in this section shall apply in relation to any undertaki
engaged in mining.

23[(11) For the purposes of this section, “backward area” means such area a
Central Government may, having regard to the stage of development of
area, by notificatiott in the Official Gazette, specify in this behalf :
Providedthat any notification under this sub-section may be issued soastoh
retrospective effect to a date not earlier than the 1st day of April, 1983.]

29 Deduction in respect of profits and gains from newly established small-

scale industrial undertakings in certain areas.

2680HHA. (1) Where the gross total income of an assessee includes any pr
and gains derived from a small-scale industrial undertaking to whi

this section applies, there shall, in accordance with and subject to the provis

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

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

21. Inserted by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981.

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

23. Substituted for the followingxplanatiorby the Taxation Laws (Amendment & Miscella-
neous Provisions) Act, 1986, w.e.f. 10-9-1986:
‘Explanation.—n this section, “backward area” means an area specified in the listin t
Eighth Schedule.’

24. For notified backward areasgeTaxmann’s Direct Taxes Circulars, 1999 edn., Vol. 1,
pp.1.1332-1.1335.

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

26. Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.
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of this section, be allowed, in computing the total income of the assesse
deduction from such profits and gains of an amount equal to twenty per c
thereof.

(2) This section applies to any small-scale industrial undertaking which fulf
all the following conditions, namely :(—

(i) it begins to manufacture or produce articles after the 30th day
September, 1977 but before the 1stday of April, 1990], in any rural
area ;

(ii) itisnotformed by the splitting up, or the reconstruction, of a busine
already in existence :

Provided that this condition shall not apply in respect of any smal
scale industrial undertaking which is formed as a result of the r
establishment, reconstruction or revival by the assessee of
business of any such industrial undertaking asisreferred to in sect
33B, in the circumstances and within the period specified in th
section ;

(iii) itis notformed by the transfer to a new business of machinery or pl:
previously used for any purpose ;

(iv) it employs ten or more workers in a manufacturing process carri
on with the aid of power, or employs twenty or more workers in
manufacturing process carried on without the aid of power.

Explanation—Where in the case of a small-scale industrial undertaking, a
machinery or plant or any part thereof previously used for any purpose
transferred to a new business and the total value of the machinery or plant ot
so transferred does not exceed twenty per cent of the total value of the machi
or plant used in the business, then, for the purposes of clausé this sub-
section, the condition specified therein shall be deemed to have b
fulfilled.

(3) The deduction specified in sub-section (1) shall be allowed in computi
the total incomé&j[of each of the ten previous years beginning with the previol
year in which the industrial undertaking] begins to manufacture or prodt
articles :

29 Provided that such deduction shall not be allowed in computing the tof
income of any of the ten previous years aforesaid in respect of which

industrial undertaking is not a small-scale industrial undertaking within tl
meaning of clauseéb) of theExplanationbelow sub-section (8).]

(4) Where the assessee is a person, other than a company or a co-ope
society, the deduction under sub-section (1) shall not be admissible unles:
accounts of the small-scale industrial undertaking for the previous year reley

27. Inserted by the Finance Act, 1990, w.e.f. 1-4-1990.

28. Substituted for “inrespect of each of the ten assessment years beginning with the asses
year relevant to the previous year in which the small-scale industrial undertaking” by
Finance Act, 1981, w.e.f. 1-4-1981.

29. Insertedibid.
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to the assessment year for which the deduction is claimed have been audite
an accountant as defined in tBeplanationbelow sub-section (2) of section

288 and the assessee furnishes, along with his return of income, the repc
such auditin the prescribed fotftduly signed and verified by such accountant

(5) The provisions of sub-sections (6) and (7) of section 80HH shall, so fau
may be, apply in relation to the computation of the profits and gains of a sm
scale industrial undertaking for the purposes of the deduction under this sec
as they apply in relation to the computation of the profits and gains of
industrial undertaking for the purposes of the deduction under that sectior

(6) In a case where the assessee is entitled also to the deductict{ sexciern
80-I1 or] section 80J in relation to the profits and gains of a small-scale indust
undertaking to which this section applies, effect shall first be given to t
provisions of this section.

(7) Where a deduction in relation to the profits and gains of a small-sc
industrial undertaking to which section 80HH applies is claimed and allow
under that section for any assessment year, deduction in relation to such pr
and gains shall not be allowed under this section for the same or any o
assessment year.

(8) Nothing contained in this section shall apply in relation to any small-sc:
industrial undertaking engaged in mining.

Explanation—For the purposes of this section,—
(a) “rural area” means any area other than—

(i) anareawhichis comprised withinthe jurisdiction of a municipe
lity (whether known as a municipality, municipal corporation
notified area committee, town area committee, town committe
or by any other name) or a cantonment board and which ha
population of not less than ten thousand according to the I
preceding census of which the relevant figures have been pi
lished before the first day of the previous year ; or

(ii) an area within such distance, not being more than fifteen kil
metres from the local limits of any municipality or cantonmen
board referred to in sub-clausg @s the Central Government
may, having regard to the stage of development of such ai
(including the extent of, and scope for, urbanisation of such are
and other relevant considerations specify in this behalf by no
fication®® in the Official Gazette ;]

30. Seeule 18BB and Form No. 10CC for form of auditreport.
31. Inserted by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981.
32. Substituted for the following clause by the Direct Tax Laws (Amendment) Act, 1987, w.e
1-4-1989:
‘(a) “ruralarea”shall have the same meaning as in clisétheExplanatiorto sub-
section (1) of section 35CC ;’
33. For specified areaseelaxmann’s Direct Taxes Circulars, 1999 edn., Vol. 1, p. 1.1336€
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34(b) an industrial undertaking shall be deemed to be a small-scale indu
trial undertaking which is, on the last day of the previous yeal
regarded as a small-scale industrial undertaking under sectiori®*11E
of the Industries (Development and Regulation) Act, 1951 (65 of L951)

3¢f[Deduction in respect of profits and gains from projects outside India.

S7l80HHB. (1) Where the gross total income of an assessee being an Inc
company or a person (otherthan a company)whoisresidentinin
includes any profits and gains derived from the business of—

(a) the execution of a foreign project undertaken by the assessec
pursuance of a contract entered into by him, or

(b) the execution of any work undertaken by him and forming part of
foreign project undertaken by any other person in pursuance o
contract entered into by such other person,

with the Government of a foreign State or any statutory or other public autho
or agency in a foreign State, or a foreign enterprise, there shall, in accorde
with and subject to the provisions of this section, be allowed, in computing
total income of the assessee, a deduction from such profits and gains c
amount equal té&f[fifty] per cent thereof :

Providedthat the consideration for the execution of such project or, as the c
may be, of such work is payable in convertible foreign exchange.

(2) For the purposes of this section,—

(a) “convertible foreign exchange” means foreign exchange whichis f
the time being treated by the Reserve Bank of India as convertil
foreign exchange for the purposes of the Foreign Exchange Regt
tion Act, 1973 (46 of 1973), and any rules made thereunder ;

34. Substituted by the Finance Act, 1999, w.rke4-1978Prior to its substitution, clause)(
as amended by the Finance Act, 1981, w.e.f. 1-4-1981 and Finance Act, 1986, w.r
1-4-1985, read as under:

“(b) anindustrial undertaking shall be deemed to be a small-scale industrial undertak
if the aggregate value of the machinery and plant (other than tools, jigs, dies:
moulds) installed, as on the last day of the previous year, for the purposes of
business of the undertaking does not exceed,—

(1) inacase where the previous year ends before the 1stday of August, 1980
lakhrupees;

(2) inacasewherethe previous year ends after the 31stday of July, 1980 but be
the 18th day of March, 1985, twenty lakh rupees ; and

(3) inacasewherethe previous year ends after the 17th day of March, 1985, th
five lakh rupees,

and for this purpose the value of any machinery or plant shall be,—

(i) inthe case of any machinery or plant owned by the assessee, the actual
thereofto the assessee ; and

(ii) inthe case of any machinery or plant hired by the assessee, the actual
thereof asin the case of the owner of such machinery or plant.”

35. For text of section 11B of the Industries (Development and Regulation) Act, <351,
Appendix One.

36. Inserted by the Finance Act, 1982, w.e.f. 1-4-1983.

37. Sealso Circular No. 563, dated 23-5-1990, Circular No. 575, dated 31-8-1990 and Circ
No. 711, dated 24-7-1995. For detaksTaxmann’s Master Guide to Income-tax Act.
Forrelevant case lanwsgelaxmann’s Master Guide to Income-tax Act.

38. Substituted for “twenty-five” by the Income-tax (Amendment) Act, 1986, w.e.f. 1-4-198
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“foreign project” means a project for—
(i) the construction of any building, road, dam, bridge or othe
structure outside India ;
(ii) the assembly or installation of any machinery or plant outsic
India;
(iii) the execution of such other work (of whatever nature) as may
prescribed.

(3) The deduction under this section shall be allowed only if the followir
conditions are fulfilled, namely :—

M

¥ (ia)

(i)

(iii)

the assessee maintains separate accounts in respect of the profit
gains derived from the business of the execution of the forei
project, or, as the case may be, of the work forming part of the forei
project undertaken by him and, where the assessee is a person «
than an Indian company or a co-operative society, such accounts h
been audited by an accountant as defined iEkpdanationbelow
sub-section (2) of section 288 and the assessee furnishes, along
his return of income, the report of such audit in the prescribedforn
duly signed and verified by such accountant ;

the assessee furnishes, along with his return of income, a certific
in the prescribed form from an accountant as defined in tf
Explanationbelow sub-section (2) of section 288, duly signed ar
verified by such accountant, certifying that the deduction has be
correctly claimed in accordance with the provisions of this secfion ;

an amount equal tffifty] per cent of the profits and gains referred
to in sub-section (1) is debited to the profit and loss account of t
previous year in respect of which the deduction under this sectior
to be allowed and credited to a reserve account (to be called

“Foreign Projects Reserve Account”) to be utilised by the assess
during a period of five years next following for the purposes of hi
business other than for distribution by way of dividends or profits

an amount equal t§fifty] per cent of the profits and gains referred
to in sub-section (1) is brought by the assessee in convertible fore
exchange into India, in accordance with the provisions of the Forei
Exchange Regulation Act, 1973 (46 of 1973), and any rules ma
thereunder, within a period of six months from the end of the previo
year referred to in clausie)(or, *{within such further period as the
competent authority may allow in this beRalf

39. Seeule 18BBA(1) and Form No. 10CCA for form of auditreport.
39a.Inserted by the Finance Act, 1999, w.&-6-1999.

40. Substituted for “twenty-five” by the Income-tax (Amendment) Act, 1986, w.e.f. 1-4-198
41. Substituted for the portion beginning with the words “where the Chief Commissioner” a
ending with the words “may allow in this behalf’ by the Finance Act, 1999, iv-@-1999.
Prior to its substitution, the said portion, as amended by the Direct Tax Laws (Amendm

Act, 1987, w.e.f. 1-4-1988, read as under :

“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recorde
writing) that the assessee is, for reasons beyond his control, unable to do so within the
period of six months, within such further period as the Chief Commissioner or Commissi
er may allow in this behalf”
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Providedthat where the amount credited by the assessee to the Foreign Pro
Reserve Accountin pursuance of clauige( the amount broughtinto India by
the assessee in pursuance of claiigeo( each of the said amounts is less tha
4Afifty] per cent of the profits and gains referred to in sub-section (1), tl
deduction under that sub-section shall be limited to the amount so credite
pursuance of clausé )(or the amount so brought into India in pursuance c
clause i), whichever is less.

2 Explanation—For the purposes of clause), the expression “competent

authority” means the Reserve Bank of India or such other authority as
authorised under any law for the time being in force for regulating paymet
and dealings in foreign exchange.

(4) Ifat any time before the expiry of five years from the end of the previous y:
in which the deduction under sub-section (1) is allowed, the assessee utilise
amount credited to the Foreign Projects Reserve Account for distribution
way of dividends or profits or for any other purpose which is not a purpose
the business of the assessee, the deduction originally allowed under sub-se
(1) shall be deemed to have been wrongly allowed, artfilssessing] Officer
may, notwithstanding anything contained in this Act, recompute the to
income of the assessee for the relevant previous year and make the nece
amendment; and the provisions of section 154 shall, so far as may be, a
thereto, the period of four years specified in sub-section (7) of that section be
reckoned from the end of the previous year in which the money was so utilis
(5) Notwithstanding anything contained in any other provision of this Chapif
under the headirf.—Deductions in respect of certain incomesb part of
the consideration or of the income comprised in the consideration payable tc
assessee for the execution of a foreign project referred to in ciuges|ib-
section (1) or of any work referred to in claubg d¢f that sub-section shall
qualify for deduction for any assessment year under any such other provisi
“4Deduction in respect of profits and gains from housing projects in certain cases.

80HHBA. (1) Where the gross total income of an assessee being an Ind
company or a person (other than a company) who is a resident
India includes any profits and gains derived from the execution of a hous
project awarded to the assessee on the basis of global tender and such pr:
is aided by the World Bank, there shall, in accordance with and subject to
provisions of this section, be allowed, in computing the total income of t
assessee, a deduction from such profits and gains of an amount equal to
per cent thereof.
(2) The deductions under this section shall be allowed only if the followi
conditions are fulfilled, namely :—
(i) the assessee maintains separate accounts in respect of the profits
gains derived from the business of the execution of the hgusiject

42. Substituted for “twenty-five” by the Income-tax (Amendment) Act, 1986, w.e.f. 1-4-198
42a.Inserted by the Finance Act, 1999, w.&-6-1999.
43. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
44. Inserted by the Finance (No. 2) Act, 1998, wie4-1999.
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undertaken by him and, where the assessee is a person other tha
Indian company or a co-operative society, such accounts have be
audited by an accountant as defined inExplanatiorbelow sub-
section (2) of section 288 and the assessee furnishes along with
return of income the report of such audit in the prescribed f8rm
duly signed and verified by such accountant;

(i) an amount equal to fifty per cent of the profits and gains referred
in sub-section (1) is debited to the profits and loss account of t
previous year in respect of which the deduction under this sectior
to be allowed and credited to a reserve account (to be called t
Housing Projects Reserve Account) to be utilised by the asses
during a period of five years next following for the purposes of h
business other than for distribution by way of dividends or profit

Provided that where the amount credited by the assessee to the Hous
Projects Reserve Account in pursuance of clalises (ess than fifty per cent
of the profits and gains referred to in sub-section (1), the deduction under t
section shall be limited to the amount so credited in pursuance of clguse

(3) If at any time before the expiry of five years from the end of the previous'y
in which the deduction under sub-section (1) is allowed, the assessee utilise
amount credited to the Housing Projects Reserve Account for distribution
way of dividends or profit or for any other purpose which is not a purpose
the business of the assessee, the deduction originally allowed under
section (1) shall be deemed to have been wrongly allowed and the Asses
Officer may, notwithstanding anything contained in this Act, recompute t
total income of the assessee for the relevant previous year and make nece:
amendment and the provision of section 154 shall, so far as may be, aj
thereto, the period of four years specified in sub-section (7) of that section be
reckoned from the end of the previous year in which the money was so utili
(4) Notwithstanding anything contained in any other provision of this Chapt
under heading “C.—Deduction in respect of certain incomes”, no part of tt
income payable to the assessee for the execution of a housing project u
sub-section (1) shall qualify for deduction for any assessment year under
other provision.
Explanation.—or the purposes of this section,—
(a) “housing project” means a project for—
(i) the construction of any building, road, bridge or other structure
in any part of India;
(i) the execution of such other work (of whatever nature) as may
prescribed,;
(b) “World Bank” means the International Bank for Reconstructior
and Development Bank referred to in the International Monetar
Fund and Bank Act, 1945.

44a.Seeule 18BBA(1A) and Form No. 10CCAA.
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“[Deduction in respect of profits retained for export business.
4680HHC. “[(1) Where an assessee, being an Indian company or a per

(other than a company) resident in India, is engaged in the busin

of export out of India of any goods or merchandise to which this section appl

45.

46.

47.

Substituted by the Finance Act, 1985, w.e.f. 1-4-1986. Original section, as inserted by
Finance Act, 1983, w.e.f. 1-4-1983, stood as under :

‘80HHC.Deduction in respect of exportturnover(l) Where the assessee, being an Indiar
company or a person (other than a company) who is resident in India, exports out of i
during the previous year relevantto an assessmentyear any goods or merchandise to
this section applies, there shall, in accordance with and subject to the provisions of
section, be allowed, in computing the total income of the assessee, the following deduct
namely :(—

(&) adeduction of an amount equal to one per cent of the export turnover of such gc
or merchandise during the previous year ; and

(b) adeduction of an amount equal to five per cent of the amount by which the exy
turnover of such goods or merchandise during the previous year exceeds the e>
turnover of such goods or merchandise during the immediately preceding previ
year.

(2)(a) This section applies to all goods or merchandise [other than those specified in cl
(b)]if the sale proceeds of such goods or merchandise exported out of India are receiv
by the assessee in convertible foreign exchange.
(b) The goods or merchandise referred to in claa)sa € the following, namely :(—
(i) agricultural primary commodities, not being produce of plantations ;

(ii) mineral oil ;

(iii) minerals and ores; and

(iv) such other goods or merchandise as the Central Government may, by notificatic

the Official Gazette, specify in this behalf.

(3) No deduction under claud® ¢6f sub-section (1) shall be allowed unless the assessee h
during the immediately preceding previous year, exported out of India goods or merchan
to which this section applies.
Explanation—For the purposes of this section,—

(@) “convertible foreign exchange” means foreign exchange which is for the time be
treated by the Reserve Bank of India as convertible foreign exchange for the purpe
of the Foreign Exchange Regulation Act, 1973 (46 of 1973), and any rules me
thereunder;

(b) “exportturnover’ means the sale proceeds of any goods or merchandise exporte
of India, but does notinclude freight or insurance attributable to the transport of
goods or merchandise beyond the customs station as defined in the Customs Act,
(520f1962).’

Sealso Letter [F.No. 178/206/83-IT (A-1)], dated 22-5-1984, Circular No. 466, date
14-8-1986, Circular No. 562, dated 23-5-1990, Circular No. 564, dated 5-7-1990, Circl
No. 571, dated 1-8-1990, Circular No. 575, dated 31-8-1990, Circular No. 600, dated
4-1991, Circular No. 624, dated 23-1-1992, Circular No. 693, dated 17-11-19Grtaled

No. 729, dated 1-11-1995. For detadlseTaxmann’s Master Guide to Income-tax Act.
Substituted by the Finance Act, 1988, w.e.f. 1-4-1989. Prior to its substitution, sub-sec
(1), asamended by the Taxation Laws (Amendment & Miscellaneous Provisions) Act, 1¢
w.e.f. 1-4-1987, stood as under :

“(1) Where an assessee, being an Indian company or a person (other than a company) re
in India, is engaged in the business of export out of India of any goods or merchandis
which this section applies, there shall, in accordance with and subject to the provisior
this section, be allowed, in computing the total income of the assessee, adeduction ¢
to the aggregate of—

(a) fourpercentofthe netforeign exchange realisation ; and

(b) fifty per centof so much ofthe profits derived by the assessee from the export of s
goods or merchandise as exceeds the amountreferred to in a)ause (

(Contd. on p. 1.375)
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there shall, in accordance with and subject to the provisions of this section
allowed, in computing the total income of the assessee, a deduction of
“¥profits] derived by the assessee from the export of such goods or merchand

Provided that if the assessee, being a holder of an Export House Certificat
a Trading House Certificate (hereafter in this section referred to as an Ex|
House or a Trading House, as the case may be,) issues a certificate referi
in clause lf) of sub-section (4A), that in respect of the amount of the expc
turnover specified therein, the deduction under this sub-section is to be allo
to a supporting manufacturer, then the amount of deduction in the case o
assessee shall be reduced by such amount which bears'ftothEprofits
derived by the assessee from the export of trading goods, the same propac
as the amount of exportturnover specified in the said certificate bears to the:
export turnover of the assessee in respect of such trading goods].

(1A) Where the assessee, being a supporting manufacturer, has during
previous year, sold goods or merchandise to any Export House or Trading Ho
in respect of which the Export House or Trading House has issued a certific
under the proviso to sub-section (1), there shall, in accordance with and sub
to the provisions of this section, be allowed in computing the total income of t
assessee, a deduction of tHprofits] derived by the assessee from the sale ¢
goods or merchandise to the Export House or Trading House in respect of wt
the certificate has been issued by the Export House or Trading House.]

(2)(@) This section applies to all goods or merchandise, other than the
specified in clausddj, if the sale proceeds of such goods or merchaextisged
out of India aré'[received in, or brought into, India] by the assesggether than the
supporting manufacturer)] in convertible foreign exchatigewithin a period ofsix
months from the end of the previous yeaP@nvithin such further period as
the competent authority may allow in this behalf

(Contd. from p. 1.374)

Providedthat the deduction under this sub-section shall not exceed the profits derivec
the assessee from the export of such goods or merchandise :

Provided further thatan amount equal to the amount of the deduction claimed undert
sub-section is debited to the profitand loss account of the previous year in respect of w
the deductionis to be allowed and credited to a reserve accountto be utilised for the pury
of the business of the assessee.”

48. Substituted for “whole of the income” by the Direct Tax Laws (Amendment) Act, 198
w.e.f. 1-4-1989.

49. Substituted for the words “total profits of the export business of the assessee the s
proportion as the amount of export turnover specified in the said certificate bears to the
exportturnover of the assessee” by the Finance Act, 1992, w.e.f. 1-4-1992.

50. Substituted for “whole of the income” by the Direct Tax Laws (Amendment) Act, 198
w.e.f. 1-4-1989.

51. Substituted for “receivable” by the Finance Act, 1990, w.e.f. 1-4-1991.

52. Insertedibid.,w.r.e.f. 1-4-1989.

53. Insertedibid.,w.e.f. 1-4-1991.

53a.Substituted for the portion beginning with the words “where the Chief Commissioner” a
ending with the words “may allow in this behalf’ by the Finance Act, 1999, iv-@-1999.
Prior to substitution, the said portion, as inserted by the Finance Act, 1990, w.e.f. 1-4-1
read as under :

“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recorde
writing) that the assessee is, for reasons beyond his control, unable to do so within the
period of six months, within such further period as the Chief Commissioner
Commissioner may allow in this behalf”
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S Explanation—For the purposes of this clause, the expression “compete
authority” means the Reserve Bank of India or such other authority as
authorised under any law for the time being in force for regulating paymet
and dealings in foreign exchange.

(b) This section does not apply to the following goods or merchandis
namely :(—

(i) mineral oil ; and

(ii) minerals and or&¥[(other than processed minerals and ores spec
fied in the Twelfth Schedule)].

SSExplanation 1=—The sale proceeds referred to in claagslfall be deemed
to have been received in India where such sale proceeds are credited
separate account maintained for the purpose by the assessee with any
outside India with the approval of the Reserve Bank of India.

Explanation 2—For the removal of doubts, itis hereby declared that where a
goods or merchandise are transferred by an assessee to a branch, c
warehouse or any other establishment of the assessee situate outside Ind
such goods or merchandise are sold from such branch, office, warehous
establishment, then, such transfer shall be deemed to be export out of Ind
such goods and merchandise and the value of such goods or merchai
declared in the shipping bill or bill of export as referred to in sub-section (1)
section 5€P of the Customs Act, 1962 (52 of 1962), shall, for the purposes
this section, be deemed to be the sale proceeds thereof.]

57[(3) For the purposes of sub-section (1),—

(a) where the export out of India is of goods or merchandise manuf:
tured®¥or processed] by the assessee, the profits derived from st
export shall be the amount which bears to the profits of the busine
the same proportion as the export turnover in respect of such go
bears to the total turnover of the business carried on by the asses:

(b) where the export out of India is of trading goods, the profits derive
from such export shall be the export turnover in respect of su
trading goods as reduced by the direct costs and indirect co
attributable to such export ;

53b. Inserted by the Finance Act, 1999, w.&-6-1999.

54. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.

55. Insertedibid.,w.e.f. 1-4-1992.

56. Fortextof section 50 of the Customs Act, 1982Appendix One.

57. Substituted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992. Prior to substitution, s
section (3), as substituted by the Finance Act, 1990, w.e.f. 1-4-1991, stood as under
‘(3) For the purposes of sub-section (1), profits derived from the export of goods
merchandise out of India shall be the amount which bears to the profits of the busir
(as computed under the head “Profits and gains of business or profession”), the s
proportion as the exportturnover bears to the total turnover of the business carrie
by the assessee.’

58. Inserted by the Finance Act, 1992, w.e.f. 1-4-1992.
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(c) where the export out of India is of goods or merchandise manuf:
tured >9or processed] by the assessee and of trading goods,
profits derived from such export shall,—

(i) in respect of the goods or merchandise manufacttifed
processed] by the assessee, be the amount which bears tc
adjusted profits of the business, the same proportion as |
adjusted export turnover in respect of such goods bears to
adjusted total turnover of the business carried on by tt
assessee ; and

(ii) in respect of trading goods, be the export turnover in respect
such trading goods as reduced by the direct and indirect co
attributable to export of such trading goods :

Provided that the profits computed under clauseaf clauself) or claused)

of this sub-section shall be further increased by the amountwhich bears to ni
per cent of any sum referred to in clauga ) (not being profits on sale of a
licence acquired from any other person), and claiigesgnd (iic) of section
28, the same proportion as the export turnover bears to the total turnover o
business carried on by the assessee.

Explanation—For the purposes of this sub-section,—

(a) “adjusted export turnover” means the export turnover as reduced
the export turnover in respect of trading goods ;

(b) “adjusted profits of the business” means the profits of the business
reduced by the profits derived from the business of export out of Inc
of trading goods as computed in the manner provided in clBuse
of sub-section (3) ;

(c) “adjusted total turnover” means the total turnover of the business
reduced by the export turnover in respect of trading goods ;

(d) “direct costs” means costs directly attributable to the trading goo
exported out of India including the purchase price of such goods

(e) “indirect costs” means costs, not being direct costs, allocated in 1
ratio of the export turnover in respect of trading goods to the tof
turnover ;

(f) “trading goods” means goods which are not manufacttffed
processed] by the assessee.]
81[(3A) For the purposes of sub-section (1A), profits derived by a supporti
manufacturer from the sale of goods or merchandise shall be,—

(a) in a case where the business carried on by the supporting manu

turer consists exclusively of sale of goods or merchandise to one

more Export Houses or Trading Houses, the profits of the busine
62[***] ,

59. Inserted by the Finance Act, 1992, w.e.f. 1-4-1992.

60. Insertedibid.

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

62. Words ‘as computed under the head “Profits and gains of business or profession™ omi
by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.
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(b) in a case where the business carried on by the supporti
manufacturer does not consist exclusively of sale of goods
merchandise to one or more Export Houses or Trading Houses,
amount which bears to the profits of the busiigss] the same
proportion as the turnover in respect of sale to the respective EXf
House or Trading House bears to the total turnover of the busine
carried on by the assessee.]

%4(4) The deduction under sub-section (1) shall not be admissible unless
assessee furnishes in the prescribed¥patong with the return ofincome, the
report of an accountant, as defined inElplanationbelow sub-section (2) of
section 288, certifying that the deduction has been correctly cldied
accordance with the provisions of this section.]]

87[(4A) The deduction under sub-section (1A) shall not be admissible unless
supporting manufacturer furnishes in the prescribed form along with his ret
of income,—

%8(a) the report of an accountant, as defined ifetki@anationbelow sub-
section (2) of section 288, certifying that the deduction has be
correctly claimed on the basis of tfifprofits] of the supporting
manufacturer in respect of his sale of goods or merchandise to
Export House or Trading House ; and

(b) a certificate from the Export House or Trading House containir
such particulars as may be prescribed and verified in the man
prescribeéthat in respect of the export turnover mentioned in th
certificate, the Export House or Trading House has not claimed t
deduction under this section :

Providedthat the certificate specified in claubgghall be duly certified by the
auditor auditing the accounts of the Export House or Trading House under
provisions of this Act or under any other law.]

“(4B) For the purposes of computing the total income under sub-section (1)
sub-section (1A), any income not charged to tax under this Act €hakdudeq.

63. Words ‘(as computed under the head “Profits and gains of business or profession”)’ omi
by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.

64. Inserted by the Taxation Laws (Amendment & Miscellaneous Provisions) Act, 1986, w.¢
1-4-1987.

65. Seeule 18BBA(3) and Form No. 10CCAC for form of report of accountant.

66. Substituted for “on the basis of the amount of exportturnover” by the Finance (No. 2) A
1991, w.e.f. 1-4-1992. Earlier, words “export turnover” were substituted for “net foreic
exchange realisation as determined in accordance with the Importand Export Policy o
Government of India for the relevant period” by the Direct Tax Laws (Amendment) Ac
1989, w.e.f. 1-4-1989.

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

68. Seaule 18BBA(3) and Form No. 10CCAC for form of report of accountant.

69. Substituted for “income” by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-198

70. Seeaule 18BBA(2) and Form No. 10CCAB for form of certificate from export/trading hous
to supporting manufacturer.

71. Inserted by the Finance Act, 1999, w.r.&--1992.
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Explanation—For the purposes of this section,—

@

"(aa)

(b)

"[(ba)

"“[(baa)

“convertible foreign exchange” means foreign exchange which is f
the time being treated by the Reserve Bank of India as convertil
foreign exchange for the purposes of the Foreign Exchange Regt
tion Act, 1973 (46 of 1973), and any rules made thereunder ;

“export out of India” shall not include any transaction by way of sal
or otherwise, in a shofemporium or any other establishment situate
in India, not involving clearance at any customs st&tasdefined

in the Customs Act, 1962 (52 of 1962) ;]

“exportturnover”’ means the sale proceé€dseceived in, or brought
into, India] by the assessee in convertible foreign exché&fige
accordance with clause)(of sub-section (2)] of any goods or
merchandise to which this section applies and which are exported
of India, but does not include freight or insurance attributable to tl
transport of the goods or merchandise beyond the customs“%tati
as defined in the Customs Act, 1962 (52 of 1962) ;]

“total turnover” shall not include freight or insurance attributable t
the transport of the goods or merchandise beyond the custo
statiorf* as defined in the Customs Act, 1962 (52 of 1962) :

Provided that in relation to any assessment year commencing on
after the 1st day of April, 1991, the expression “total turnover” she
have effect as if it also excluded any sum referred to in claiaés (
(iiib) and {iic) of section 28 ;]

“profits of the business” means the profits of the business
computed under the head “Profits and gains of business or prof
sion” as reduced by—

(1) ninety per cent of any sum referred to in clausies ((iiib ) and
(iiic) of section 28 or of any receipts by way of brokerage
commission, interest, rent, charges or any other receipt of
similar nature included in such profits ; and

(2) the profits of any branch, office, warehouse or any othe
establishment of the assessee situate outside India ;]

72. Inserted by the Finance (No. 2) Act, 1991, w.r.e.f. 1-4-1986.

73. SeeCircular No. 624, dated 23-1-1992. For detads] axmann’s Master Guide to Income-
tax Act.

74. Section 213) of the Customs Act, 1962, defines “customs station” as follows :
‘(13) “customs station” means any customs port, customs airport or land customs static

75. Substituted for “receivable” by the Finance Act, 1990, w.e.f. 1-4-1991.

76. Insertedibid.

77. Inserted by the Finance (No. 2) Act, 1991, w.r.e.f. 1-4-1987.

78. Insertedibid., w.e.f. 1-4-1992.
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79[***]

80[***]
818 (c)] “Export House Certificate” or “Trading House Certificate” means :
valid Export House Certificate or Trading House Certificate, as tt

case may be, issued by the Chief Controller of Imports and Expot
Government of India ;

82[(d)] “supporting manufacturer’ means a person being an Indian compa
or a person (other than a company) resident in Iffliaanufactur-
ing (including processing) goods] or merchandise and selling su
goods or merchandise to an Export House or a Trading House for
purposes of export.]

84 Deduction in respect of earnings in convertible foreign exchange.

80HHD. (1) Where an assessee, being an Indian company or a person (C

than a company) residentin India, is engaged in the business of a h
or of a tour operator, approved by the prescribed autPranitthis behalf or of
atravel agent, there shall, in accordance with and subject to the provisions o
section, be allowed, in computing the total income of the assessee, a dedu
of a sum equal to the aggregate of—

(a) fifty per cent of the profits derived by him from services provided t
foreign tourists ; and

(b) so much of the amount out of the remaining profits referred to
clause @) as is debited to the profit and loss account of the previo
year in respect of which the deduction is to be allowed and credit
to areserve account to be utilised for the purposes of the busines
the assessee in the manner laid down in sub-section (4) :

8 Provided that a hotel or, as the case may be, a tour operator approved by
prescribed authority on or after the 30th day of November, 1989 and before
1st day of October, 1991, shall be deemed to have been approved by
prescribed authority for the purposes of this section in relation to the assessi
year commencing on the 1st day of April, 1989 or the 1st day of April, 1990

as the case may be, the 1st day of April, 1991 if the assessee was engaged
business of such hotel or as such tour operator during the previous year rele
to any of the said assessment years.]

79. Omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991. Prior to its omission, dBuse (
asinserted by the Finance Act, 1990, w.e.f. 1-4-1991, read as under :

‘ “total turnover” shall not include any sum referred to in clauisiag ((iiib) and {(iic) of
section 28;’

80. Clause ¢) omitted by the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-198¢
Original claused) was inserted by the Taxation Laws (Amendment & Miscellaneou
Provisions) Act, 1986, w.e.f. 1-4-1987.

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

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

83. Substituted for “manufacturing goods” by the Finance Act, 1990, w.e.f. 1-4-1991.

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

85. The prescribed authority under rule 18BBA(5) is Director General, Directorate Genera
Tourism, Government of India.

86. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991.
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(2) This section applies only to services provided to foreign tourists the rece
in relation to which are receivédiin, or brought into, India by the assessee ir
convertible foreign exchange within a period of six months from the end of
previous year of/dwithin such further period as the competent authority ma
allow in this behalf.]

8 Explanation®q1].—For the purposes of this sub-section, any payme
received by an assessee, engaged in the business of a hotel or of a tour op
or of a travel agent, in Indian currency obtained by conversion of forei
exchange brought into India through an authorised de&gfeomm another
hotelier, tour operator or travel agent, as the case may be,] on behalf of a for
tourist or group of foreign tourists, shall be deemed to have been received b
assessee in convertible foreign exchange if the person making the payr
furnishes to the assessee a certificate specified in sub-section (2A).

88 Explanation 2—For the purposes of this sub-section, the expression “cot
petent authority” means the Reserve Bank of India or such other authority
is authorised under any law for the time being in force for regulating paymei
and dealings in foreign exchange.

(2A) Every person making paymentto an assessee referred tBxpthration
889 1] to sub-section (2) out of Indian currency obtained by conversion of forei
exchange received from or on behalf of a foreign tourist or a group of forel
tourists shall furnish to that assessee a certificate in the prescribed fo
indicating the amount received in foreign exchange, its conversion into Ind
currency and such other particulars as may be prescribed.]

°(3) For the purposes of sub-section (1), profits derived from servic
provided to foreign tourists shall be the amount which bears to the profits of
business (as computed under the head “Profits and gains of busines
profession”) the same proportion as the receipts specified in sub-section
9[[as reduced by any payment, referred to in sub-section (2A), made by
assessee]] bear to the total receipts of the business carried on by the asse

(4) The amount credited to the reserve account under clgusfes(ib-section
(1), shall be utilised by the assessee before the expiry of a period of five y«
next following the previous year in which the amount was credited for tl
following purposes, namely .(—

87. Substituted for “by the assessee in convertible foreign exchange” by the Finance Act, 1
w.e.f. 1-4-1991.

87a.Substituted for the portion beginning with the words “where the Chief Commissioner” a
ending with the words “may allow in this behalf” by the Finance Act, 1999, iv-@-1.999.
Prior to substitution the quoted portion, as amended by the Finance Act, 1990, w.
1-4-1991, read as under:
“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recorde
writing) that the assessee is, for reasons beyond his control, unable to do so within the
period of six months, within such further period as the Chief Commissioner or Commissi
er may allow in this behalf”

88. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.

88a.Inserted by the Finance Act, 1999, w.&-6-1999.

89. Substituted for “from a tour operator or, as the case may be, a travel agent” by the Fin:
Act, 1994, w.e.f. 1-4-1995.

90. Seeule 18BBA(6) and Form No. 10CCAE for certificate from person making payment
an assessee engaged in business of tour operator/hotel/travel agent.

91. Substituted by the Finance Act, 1990, w.e.f. 1-4-1991.

92. Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.
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(a) construction of new hotels approved by the prescribed authority
this behalf or expansion of facilities in existing hotels already s
approved ;

(b) purchase of new cars and new coaches by tour operators alread
approved or by travel agents ;

(c) purchase of sports’ equipment for mountaineering, trekking, go
river-rafting and other sports in or on water ;

(d) construction of conference or convention centres ;

(e) provision of such new facilities for the growth of Indian tourism a
the Central Government may, by notification in the Official Gazette
specify in this behalf ;

The following clause (f) shall be inserted after clause (e) of sub-section
(4) of section 80HHD by the Finance Act, 1999, w.e.f. 1-4-2000 :

(f) subscription to equity shares forming part of any eligible issue
capital made by a public company:

Provided that where any of the activities referred to in clauap(®?q(€)]
would result in creation of any asset owned by the assessee outside India,
asset should be created only after obtaining prior approval of the prescri
authority.
(5) Where any amount credited to the reserve account under ddposeuyb-
section (1),—
(a) has been utilised for any purpose other than those referred to in s
section (4), the amount so utilised; or
(b) has not been utilised in the manner specified in sub-section (4),
amount not so utilised,
shall be deemed to be the profits,—
(i) inacasereferredtoin clausg (nthe year in which the amountwas
so utilised; or
(ii) inacase referred to in clausg, (n the year immediately following
the period of five years specified in sub-section (4),
and shall be charged to tax accordingly.

The following sub-section (5A) shall be inserted after sub-section (5) of
section 80HHD by the Finance Act, 1999, w.e.f. 1-4-2000 :

(5A) Where any amount credited to the reserve account under dinogeyb-
section (1) has been utilised for subscription to any equity shares referrec
in clausef) of sub-section (4) and either whole or any part of such equity shau
are transferred or converted into money by the assessee at any time with
period of three years from the date of their acquisition, the aggregate amount
utilised in respect of such equity shares shall be deemed to be the profies of
previous year in which the equity shares are transferred or converted into mon
Explanation—A person shall be treated as having acquired any shares on-
date on which his name is entered in relation to those shares in the registe
members of the public company.

92a.Letter “(f)” shall be substituted for &” by the Finance Act, 1999, w.elf-4-2000.
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(6) The deduction under sub-section (1) shall not be admissible unless
assessee furnishes in the prescribed¥patong with the return ofincome, the
report of an accountant, as defined inElplanationbelow sub-section (2) of
section 288, certifying that the deduction has been correctly claimed onthe k
of the *°[***] amount of convertible foreign exchange received by the
assessee for services provided by him to foreign toéffigteyments made by
him to any assessee referred to in sub-section (2A)] and the payments received b
in Indian currency as referred to in tAgplanation®®d1] to sub-section (2).]

1(7) Where a deduction under sub-section (1) is claimed and allowed
respect of profits derived from the business of a hotel, such part of profits sl
not qualify to that extent for deduction for any assessment year under any o
provisions of this Chapter under the headi@g—Deductions in respect of certain
incomes”,and shall in no case exceed the profits and gains of such]hotel
Explanation—For the purposes of this section,—

(a) “travel agent” means a travel agent or other person (not being
airline or a shipping company) who holds a valid licence granted |
the Reserve Bank of India under sectioti@2he Foreign Exchange
Regulation Act, 1973 (46 of 1973);

(b) “convertible foreign exchange” shall have the meaning assigned t
in clause &) of theExplanationto section 80OHHC;

(c) “services provided to foreign tourists” shall not include services k
way of sale in any shop owned or managed by the person who car
on the business of a hotel or of a tour operator or of a travel age

9[(d) ™authorised dealer?“foreign exchange” ané‘indian currency”
shall have the meanings respectively assigned to them in clByses
(h) and K) of section 2 of the Foreign Exchange Regulation Act, 197
(46 of 1973).]

93. Seeule 18BBA(4) and Form No. 10CCAD for form of report of accountant.

94. Substituted for “amount of convertible foreign exchange received by the assessee
services provided by him to the foreign tourists” by the Finance (No. 2) Act, 1991, w.¢
1-4-1992.

95. Words “aggregate of the” omitted by the Finance Act, 1994, w.e.f. 1-4-1995.

96. Insertedibid.

96a.Inserted by the Finance Act, 1999, w.&-6-1999.

97. Inserted by the Finance (No. 2) Act, 1998, wle4-1999.

98. Section 32 has been omitted by the Foreign Exchange Regulation (Amendment) Act, 1
w.r.e.f. 8-1-1993.

99. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.

For definition of “authorised dealegeefootnote 71 on p. 1.246te

Clause [f) of section 2 of the Foreign Exchange Regulation Act, 1973, defines “foreic

exchange” as follows :

‘(h) “foreign exchange” means foreign currency and includes—

(i) alldeposits, credits and balances payable in any foreign currency, and any dr:
traveller’'s cheques, letters of credit and bills of exchange, expressed or draw
Indian currency but payable in any foreign currency;

(ii) anyinstrument payable, atthe option of the drawee or holder thereof or any other
thereto, either in Indian currency or in foreign currency or partly in one and partly
the other ;’

3. Fordefinition of “Indian currency’seefootnote 69 on p. 1.246te.
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The following clause (€) shall be inserted after clause (d) of Explanation
to section 80HHD by the Finance Act, 1999, w.e.f. 1-4-2000 :

(e) “eligible issue of capital” means an issue made by a public compat
formed and registered in India and the entire proceeds of the iss
is utilised wholly and exclusively for the purpose of carrying on tr
business of—

(i) setting up and running of new hotels approved by the prescrib
authority; or
(i) providing such new facility for the growth of tourism in India, as
the Central Government may, by notification in the Officia
Gazette, specify.
4 Deduction in respect of profits from export of computer software, etc.
80HHE. (1) Where an assessee, being an Indian company or a person (C
than a company) resident in India, is engaged in the business of,-
(i) export out of India of computer software or its transmission fror
India to a place outside India by any means;
(ii) providing technical services outside India in connection with th
development or production of computer software,
there shall, in accordance with and subject to the provisions of this section
allowed, in computing the total income of the assessee, a deduction of the pr

derived by the assessee from such business.
5[***]

S[Providedthat if the assessee, being a company, engaged in the export ot
India of computer software, issues a certificate referred to in clé)is¢ gub-

section (4A), that in respect of the amount of the export specified therein,
deduction under this sub-section is to be allowed to a supporting softw:
developer, then the amount of deduction in the case of an assessee sh:
reduced by such amount which bears to the total profits derived by the asse
from the export, the same proportion as the amount of the export turno
specified in such certificate bears to the total export turnover of the asses:

(1A) Where the assessee, being a supporting software developer, has durin
previous year, developed and sold computer software to an exporting comg
in respect of which the said company has issued a certificate under the pro
to sub-section (1), there shall, in accordance with and subject to the provisi
of this section, be allowed in computing the total income of the assesse
deduction of the profits derived by the assessee from the developing and se
of computer software to the exporting company in respect of which 1
certificate has been issued by the said company.

(2)The deduction specified in sub-section (1) shall be allowed only if tl
consideration in respect of the computer software referred to in that sub-sec
is received in, or brought into, India by the assessemivertible foreign ex-

4. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.

5. Provisoomitted by the Finance Act, 1995, w.e.f. 1-4-1996. Prior to its omission, the prov
as amended by the Finance Act, 1993, w.e.f. 13-5-1993 and the Finance Act, 1994, v
13-5-1994, read as under:

“Provided that no such deduction shall be allowed in relation to the assessment y
commencing on the 1stday of April, 1996 or any subsequent assessmentyear.”

6. Proviso and sub-section (1A) inserted by the Finance (No. 2) Act, 1998 w4e1f999.
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change, within a period of six months from the end of the previous yégmithin
such further period as the competent authority may allow in this Behalf

Explanation®f1].—The said consideration shall be deemed to have be
received in India where it is credited to a separate account maintained for
purpose by the assessee with any bank outside India with the approval o
Reserve Bank of India.

S{Explanation 2—For the purposes of this sub-section, the expression “col
petent authority” means the Reserve Bank of India or such other authority
is authorised under any law for the time being in force for regulating paymei
and dealings in foreign exchange.

(3) For the purposes of sub-section (1), profits derived from the busin
referred to in that sub-section shall be the amount which bears to the profit
the business, the same proportion as the export turnover bears to the
turnover of the business carried on by the assessee.

I(3A) For the purposes of sub-section (1A), profits derived by a supporti
software developer shall be,—

(i) in a case where the business carried on by the supporting softw
developer consists exclusively of developing and selling of compu
software to one or more exporting companies solely engaged
exports, the profits of such business;
(i) in a case where the business carried on by a supporting softws
developer does not consist exclusively of developing and selling
computer software to one or more exporting companies, the amol
which bears to the profits of the business, the same proportion as
turnover in respect of sale to the respective exporting conijeany
to the total turnover of the business carried on by the assgssee.
(4)The deduction under sub-section (1) shall not be admissible unless
assessee furnishes in the prescribed¥amlong with the return of income, the
report of an accountant, as defined inElplanationbelow sub-section (2) of
section 288, certifying that the deduction has been correctly claimed in acc
dance with the provisions of this section.
9[(4A) The deduction under sub-section (1A) shall not be admissible unless
supporting software developer furnishes in the prescribed form along with
return of income,—
*(i) the report of an accountatit as defined in thExplanationbelow
sub-section (2) of section 288, certifying that the deduction has be

6a. Substituted for the portion beginning with the words “where the Commissioner” and end
with the words “may allow in this behalf” by the Finance Act, 1999, wLe&5f1999Prior
to substitution, the said portion, as inserted by the Finance (No. 2) Act, 1991, w.e.f. ]
1991, read as under :
“where the Commissioner is satisfied (for reasons to be recorded in writing) that
assessee is, forreasons beyond his control, unable to do so within the said period ¢
months, within such further period as the Commissioner may allow in this behalf”
6b. Inserted by the Finance Act, 1999, w.#-6-1999.
7. Inserted by the Finance (No. 2) Act, 1998, wle4:1999.
8. Seeule 18BBA(7) and Form No. 10CCAF for form of report of accountant.
9. Inserted by the Finance (No. 2) Act, 1998, w.&-#-1999.
9a. Seeule 18BBA(7) and Form No. 10CCAF for form of report of accountant.
*('i)” should be read asdj”.
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correctly claimed on the basis of the profits of the supportin
software developer in respect of sale of computer software to t
exporting company; and

a certificaté®2from the exporting company containing such partic
ulars as may be prescribed and verified in the manner prescrib
thatin respect of the export turnover mentioned in the certificate, tl
exporting company has not claimed deduction under this sectiol

Providedthat the certificate specified in claus® $hall be duly certified by the
auditor auditing the accounts of the exporting assessee under the provisior
this Act or under any other lajwv.

(5) Where a deduction under this section is claimed and allowed in respec
profits of the business referred to in sub-section (1) for any assessment yesg
deduction shall be allowed in relation to such profits under any other provis
of this Act for the same or any other assessment year.

Explanation—For the purposes of this section,—

@
(©)

©

*(ca)

(d)

C)

“convertible foreign exchange” shall have the meaning assigned t
in clause &) of theExplanationto section 80OHHC;

“computer software” means any computer programme recorded
any disc, tape, perforated media or other information storage dev
and includes any such programtffer any customised electronic
datg which is transmitted from India to a place outside India by an
means;

“export turnover” means the consideration in respect of comput
software received in, or broughtinto, India by the assessee in con\
tible foreign exchange in accordance with sub-section (2), but dc
not include freight, telecommunication charges or insurance att
butable to the delivery of the computer software outside India
expenses, if any, incurred in foreign exchange in providing tf
technical services outside India;

“exporting company” means a company referred to in sub-sectic
(1) making actual export of computer software;

“profits of the business” means the profits of the business
computed under the head “Profits and gains of business or prof
sion” as reduced by—

(1) ninety per centof any receipts by way of brokerage, commissic
interest, rent, charges or any other receipt of a similar natt
included in such profits; and

(2) the profits of any branch, office, warehouse or any other est
blishment of the assessee situate outside India;

“total turnover” shall not include—

(i) anysumreferredtoin clausé®(), (iiib) and {iic) of section 28;

(ii) any freight, telecommunication charges or insurance attrib
table to the delivery of the computer software outside India; ar

10. Inserted by the Finance (No. 2) Act, 1998, wk4-1999.
10a. Seeule 18BBA(8) and Form No. 10CCAG.
**(ii)” should be read asby”.
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(iii) expenses, if any, incurred in foreign exchange in providing tt
technical services outside India.]

99 (ea) “supporting software developer’ means an Indian company or
person (other than a company) resident in India, developing al
selling computer software to an exporting company for the purpos
of export]

The following section 80O0HHF shall be inserted after section 8SOHHE by the
Finance Act, 1999, w.e.f. 1-4-2000 :

Deduction in respect of profits and gains from export or transfer of film software,
etc.

80HHF. (1) Where an assessee, being an Indian company, is engaged in
business of export or transfer by any means out of India, of any fi
software, television software, music software, television news software, incl
ing telecast rights (hereafter in this section referred to as the software
software rights), there shall, in accordance with and subject to the provisic
of this section, be allowed, in computing the total income of the assesse
deduction of the profits derived by the assessee from such business.
(2) The deduction specified in sub-section (1) shall be allowed only if t
consideration in respect of the software or software rights referred to in tr
sub-section is received in, or brought into, India by the assessee in convert
foreign exchange, within a period of six months from the end of the prengaus
or within such further period as the competent authority may allow in this behe
(3) For the purposes of sub-section (1), profits derived from the busin
referred to in that sub-section shall be the amount which bears to the profit:
the business, the same proportion as the export turnover bears to the t
turnover of the business carried on by the assessee.
(4) The deduction under sub-section (1) shall not be admissible unless
assessee furnishes in the prescribed form, along with the return of income
report of an accountant, as defined in Ebglanatiorbelow sub-section (2) of
section 288, certifying that the deduction has been correctly claimed
accordance with the provisions of this section.
(5) Where a deduction under this section is claimed and allowed in respec
profits of the business referred to in sub-section (1) for any assessment yea
deduction shall be allowed in relation to such profits under any other provisi
of this Act for the same or any other assessment year.
(6) Notwithstanding anything contained in this section, no deduction shall
allowed in respect of the software or software rights referred to in sub-sect
(1), if such business is prohibited by any law for the time being in force.

Explanation—For the purposes of this section,—

() “competent authority” means the Reserve Bank of India or suc
other authority as is authorised under any law for the time being
force for regulating payments and dealings in foreign exchange

(b) “convertible foreign exchange” shall have the meaning assigned:
it in clause §) of theExplanationto section 80HHC;

10b.Inserted by the Finance (No. 2) Act, 1998, wle4-1999.
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“export turnover” means the consideration in respect of the sof
ware or software rights specified in clausd} (€), (g), (h) and (),
received in, or brought into, India by the assessee in convertit
foreign exchange in accordance with sub-section (2), but does 1
include freight, telecommunication charges or insurance attribu
able to the delivery of such software outside India or expenses
any, incurred in foreign exchange in providing the technical sel
vices outside India;

“film software” means a copy of a cinematograph film made by an
process analogous to cinematography on acetate polyester
celluloid film positive, magnetic tape, digital media or other optica
or magnetic devices and certified by the Board of film certificatio
constituted by the Central Government under section 3 of tl
Cinematograph Act, 1952 (37 of 1952);

“music software” includes series of sounds or music recorded c
magnetic tape, cassette, compact discs and digital media which ¢
be played or reproduced on any appropriate apparatus;

“profits of the business” means the profits of the business as comput
under the head “Profits and gains of business or profession” a
reduced by—

(A) ninety per cent of any receipts by way of brokerage, commissic
interest, rent, charges or any other receipt of a similar natur
included in such profits; and

(B) the profits of any branch, office, warehouse or any othe
establishment of the assessee situated outside India;

“telecast rights” means a licence or contract to exhibit motior
pictures or television programmes over a television network eith

through terrestrial transmission or through a satellite broadcast i

a specified territory;

“television news software” means a collection of sounds an
images, reportage, data and voice of actualities broadcast eith
through terrestrial transmission, wire or satellite, live or pre-
recorded on video cassettes or digital media;

“television software” means any programme or series of sounds ar
images recorded on film or tape or digital media or broadcast throug
terrestrial transmitter, satellite or any other means of diffusion;
“total turnover” shall not include—

(A) anysumreferredtoin clausdis), (iiib) and {iic) of section 28;

(B) any freight, telecommunication charges or insurance attributabl
to the delivery of the film software, music software, telecast right
television news software, or television software as defined
clause {), (e, (g), (h) or (i), as the case may be, outside India;

(C) expenses, if any, incurred in foreign exchange in providing tt
technical services outside India.
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1 Deduction in respect of profits and gains from industrial undertakings
after a certain date, etc.
1280-1. (1) Where the gross total income of an assessee includes any profits
gains derived from an industrial undertaking or a ship or the busines:
a hotel*¥or the business of repairs to ocean-going vessels or other powe
craft], to which this section applies, there shall, in accordance with and sub
to the provisions of this section, be allowed, in computing the total income
the assessee, a deduction from such profits and gains of an amount eqt
twenty per cent thereof:
Providedthatin the case of an assessee, being a company, the provisions o
sub-section shall have effédfin relation to profits and gains derived from an
industrial undertaking or a ship or the business of a hotel] as if for the wo
“twenty per cent”, the words “twenty-five per cent” had been substituted.
15[(1A) Notwithstanding anything contained in sub-section (1), in relation to al
profits and gains derived by an assessee from—
(i) an industrial undertaking which begins to manufacture or produ
articles or things or to operate its cold storage plant or plants; or
(ii) a ship which is first brought into use; or
(iii) the business of a hotel which starts functioning,
on or after the 1st day of April, 199¢put before the 1st day of April, 1991],
there shall, in accordance with and subject to the provisions of this section
allowed in computing the total income of the assessee, a deduction from ¢
profits and gains of an amount equal to twenty-five per cent thereof :
Providedthatin the case of an assessee, being a company, the provisions o
sub-section shall have effect in relation to profits and gains derived from
industrial undertaking or a ship or the business of a hotel as if for the wo
“twenty-five per cent”, the words “thirty per cent” had been substituted.]
(2) This section applies to any industrial undertaking which fulfils all th
following conditions, namely :(—
(i) itis notformed by the splitting up, or the reconstruction, of a busine
already in existence;
(ii) itisnotformed by the transferto a new business of machinery or pl
previously used for any purpose;

11. Inserted by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981. Originally, provision relating
priority industries was dealt with by section 80E which was inserted by the Finance A
1966, w.e.f. 1-4-1966. That section was omitted and in its place section 80-I was introdt
by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968. Section 80-1 was also omitted by
Finance Act, 1972, w.e.f. 1-4-1973.

12. Forrelevantcase lanseelaxmann’s Master Guide to Income-tax Act.

13. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.

14. Insertedibid.

15. Inserted by the Finance Act, 1990, w.e.f. 1-4-1990.

16. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.
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(iii) itmanufactures or produces any article or thing, not being any arti
or thing specified in the listin the Eleventh Schedule, or operates c
or more cold storage plant or plants, in any part of India, and begi
to manufacture or produce articles or things or to operate such pl
or plants, at any time within the period §tfen] years next following
the 31st day of March, 1981, or such further period as the Cent
Government may, by notification in the Official Gazette, specify witl
reference to any particular industrial undertaking;

(iv) inacase where the industrial undertaking manufactures or produ
articles or things, the undertaking employs ten or more workers ir
manufacturing process carried on with the aid of power, or emplo
twenty or more workers in a manufacturing process carried ¢
without the aid of power :

Provided that the condition in clause&) (shall not apply in respect of any
industrial undertaking which is formed as a result of the re-establishme
reconstruction or revival by the assessee of the business of any such indu:
undertaking as is referred to in section 33B, in the circumstances and within
period specified in that section :

Provided further that the condition in clauséi § shall, in relation to a small-
scale industrial undertaking, apply as if the words “not being any article or thi
specified in the list in the Eleventh Schedule” had been omitted.

Explanation 1—For the purposes of clausg) (of this sub-section, any
machinery or plant which was used outside India by any person other than
assessee shall not be regarded as machinery or plant previously used fo
purpose, if the following conditions are fulfilled, namely :(—

(a) such machinery or plant was not, at any time previous to the date
the installation by the assessee, used in India;

(b) such machinery or plant is imported into India from any countr
outside India; and

(c) no deduction on account of depreciation in respect of such mac
nery or plant has been allowed or is allowable under the provisio
of this Actin computing the total income of any person for any peric
prior to the date of the installation of the machinery or plant by tt
assessee.

Explanation 2—Where in the case of an industrial undertaking, any machine
or plant or any part thereof previously used for any purpose is transferred
new business and the total value of the machinery or plant or part so transfe
does not exceed twenty per cent of the total value of the machinery or plant t
in the business, then, for the purposes of claisef(this sub-section, the
condition specified therein shall be deemed to have been complied with.

17. Substituted for “fourteen” by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991. Earli
“fourteen” was substituted for “nine” by the Finance Act, 1990, w.e.f. 1-4-1990 which w
earlier substituted for “four” by the Finance Act, 1985, w.e.f. 1-4-1985.
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Explanation 3—For the purposes of this sub-section, “small-scale industri
undertaking” shall have the same meaning as in cliisé theExplanation
below sub-section (8) of section 8OHHA.

(3) This section applies to any ship, where all the following conditions &
fulfilled, namely :(—

(i) itisowned by an Indian company and is wholly used for the purpos
of the business carried on by it;

(ii) it was not, previous to the date of its acquisition by the Indic
company, owned or used in Indian territorial waters by a perst
resident in India; and

(iii) it is brought into use by the Indian company at any time within tr
period of'¥ften] years next following the 1st day of April, 1981.

(4) This section applies to the business of any hotel, where all the followi
conditions are fulfilled, namely :(—

(i) the business of the hotel is not formed by the splitting up, or tl
reconstruction, of a business already in existence or by the transfe
a new business of a building previously used as a hotel or of &
machinery or plant previously used for any purpose;

(ii) the business of the hotel is owned and carried on by a comp:s
registered in India with a paid-up capital of not less than five hundr
thousand rupees;

(iii) the hotelis for the time being approved for the purposes of this st
section by the Central Government;

(iv) the business ofthe hotel starts functioning after the 31stday of Mar
1981, but before the 1st day of Apt{1991].

29[(4A) This section applies to the business of repairs to ocean-going vesse
other powered craft which fulfils all the following conditions, namely :(—

(i) the business is not formed by the splitting up, or the reconstructic
of a business already in existence;

(ii) itisnotformed by the transferto a new business of machinery or pl
previously used for any purpose;

(iii) itis carried on by an Indian company and the work by way of repal
to ocean-going vessels or other powered craft has been commer
by such company after the 31st day of March, 1983, but before 1
1st day of April, 1988; and

(iv) itis for the time being approved for the purposes of this sub-secti
by the Central Government.]

18. Substituted for “fourteen” by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991. Earlit
“fourteen” was substituted for “nine” by the Finance Act, 1990, w.e.f. 1-4-1990 which w
earlier substituted for “four” by the Finance Act, 1985, w.e.f. 1-4-1985.

19. Substituted for“1995” by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991. Earlier “1995” w;
substituted for “1990” by the Finance Act, 1990, w.e.f. 1-4-1990 which was earli
substituted for “1985” by the Finance Act, 1985, w.e.f. 1-4-1985.

20. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.
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(5) The deduction specified in sub-section (1) shall be allowed in computing
total income in respect of the assessment year relevant to the previous ye
which the industrial undertaking begins to manufacture or produce article:s
things, or to operate its cold storage plant or plants or the ship is first brou
into use or the business of the hotel starts functiofiiog the company
commences work by way of repairs to ocean-going vessels or other powe
craft] (such assessment year being hereafter in this section referred to a
initial assessment year) and each of the seven assessment years immed
succeeding the initial assessment year :

Provided that in the case of an assessee, being a co-operative society
provisions of this sub-section shall have effect as if for the words “sev
assessment years”, the words “nine assessment years” had been substitL

2IProvided further that in the case of an assessee carrying on the busines
repairs to ocean-going vessels or other powered craft, the provisions of this:
section shall have effect as if for the words “seven assessment years”, the w
“four assessment years” had been substituted:]

2 Provided alsothat in the case of—

(i) an industrial undertaking which begins to manufacture or produ
articles or things or to operate its cold storage plant or plants; or

(ii) a ship which is first brought into use; or
(iii) the business of a hotel which starts functioning,

on or after the 1st day of April, 199@but before the 1st day of April, 1991],
provisions of this sub-section shall have effect as if for the words “sev
assessment years”, the words “nine assessment years” had been substitL

Provided alsothat in the case of an assessee, being a co-operative soci
deriving profits and gains from an industrial undertaking or a ship or a ho
referred to in the third proviso, the provisions of that proviso shall have eff
asifforthe words “nine assessmentyears”, the words “eleven assessmenty
had been substituted.]

(6) Notwithstanding anything contained in any other provision of this Act, tl
profits and gains of an industrial undertaking or a ship or the business of a h
25 or the business of repairs to ocean-going vessels or other powered cratf
which the provisions of sub-section (1) apply shall, for the purposes
determining the quantum of deduction under sub-section (1) for the assessi
year immediately succeeding the initial assessment year or any subseg
assessment year, be computed as if such industrial undertaking or ship or
business of the hotéfor the business of repairs to ocean-going vessels or oth
powered craft] were the only source of income of the assessee durprgvimis
yearsrelevantto the initial assessment year and to every subsequent asses
year up to and including the assessment year for which the determination
be made.

21. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.
22. Insertedibid.
23. Inserted by the Finance Act, 1990, w.e.f. 1-4-1990.
24. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.
25. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.
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(7) Where the assessee is a person other than a company or a co-ope|
society, the deduction under sub-section (1) from profits and gains derived fi
an industrial undertaking shall not be admissible unless the accounts of
industrial undertaking for the previous year relevant to the assessment yea
which the deduction is claimed have been audited by an accountant, as de
in the Explanationbelow sub-section (2) of section 288, and the assess
furnishes, along with his return of income, the report of such audit in t
prescribed foriffduly signed and verified by such accountant.

(8) Where any goods held for the purposes of the business of the indus
undertaking or the hotel or the operation of the $fopthe business of repairs
to ocean-going vessels or other powered craft] are transferred to any o
business carried on by the assessee, or where any goods held for the pur
of any other business carried on by the assessee are transferred to the bu
of the industrial undertaking or the hotel or the operation of the%bighe
business of repairs to ocean-going vessels or other powered craft] and, in e
case, the consideration, if any, for such transfer as recorded in the accour
the business of the industrial undertaking or the hotel or the operation of the .
27[or the business of repairs to ocean-going vessels or other powered craft]
not correspond to the market value of such goods as on the date of the trar
then, for the purposes of the deduction under this section, the profits and g
of the industrial undertaking or the business of the hotel or the operation of
ship?’[or the business of repairs to ocean-going vessels or other powered c
shall be computed as if the transfer, in either case, had been made at the ir
value of such goods as on that date:

Provided that where, in the opinion of tBgAssessing] Officer, the computa-
tion of the profits and gains of the industrial undertaking or the business of
hotel or the operation of the sHifor the business of repairs to ocean-going
vessels or other powered craft] in the manner hereinbefore specified pres
exceptional difficulties, th&]Assessing] Officer may compute such profits anc
gains on such reasonable basis as he may deem fit.

Explanation—In this sub-section, “market value”, in relation to any goods
means the price that such goods would ordinarily fetch on sale in the o
market.

(9) Where it appears to tiHgAssessing] Officer that, owing to the close
connection between the assessee carrying on the business of the indu
undertaking or the hotel or the operation of the ¥fopthe business of repairs

to ocean-going vessels or other powered craft] to which this section applies
any other person, or for any other reason, the course of business between
is so arranged that the business transacted between them produces t
assessee more than the ordinary profits which might be expected to arise i
business of the industrial undertaking or the hotel or the operation of the <

26. Seeule 18BBB and Form No. 10CCB for form of auditreport.
27. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.
28. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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29or the business of repairs to ocean-going vessels or other powered craft]
3Assessing] Officer shall, in computing the profits and gains of the industr
undertaking or the hotel or the sHir the business of repairs to ocean-going
vessels or other powered craft] for the purposes of the deduction under
section, take the amount of profits as may be reasonably deemed to have
derived therefrom.

(10) The Central Government may, after making such inquiry as it may think
direct, by notification in the Official Gazette, that the exemption conferred |
this section shall not apply to any class of industrial undertakings with effi
from such date as it may specify in the notification.]

3Deduction in respect of profits and gains from industrial undertakings,
etc., in certain cases.
3280-1A. (1) Where the gross total income of an assessee includes any pr
and gains derived from any business of an industrial undertaking c
hotel or33operation of a ship or developing, maintaining and operating ai
infrastructure facilityor scientific and industrial research and developmen
35or providing telecommunication services whether basic or celfffliaglud-
ing radio paging, domestic satellite service or network of trunking ar
electronic data interchange services or construction and development
housing projecfs®[or operating an industrial park or commercial productiot
39 or refining] of mineral oil in the North Eastern Regicf{pr in any part of
India on or after the 1st day of April, 1997] (such business being hereina
referred to as the eligible business)], to which this section applies, there sha
accordance with and subject to the provisions of this section, be allowed
computing the total income of the assessee, a deduction from such profits
gains of an amount equal to the percentage specified in sub-section (5) an
such number of assessment years as is specified in sub-section (6).
(2) This section applies to any industrial undertaking which fulfils all th
following conditions, namely :(—
(i) itis not formed by splitting up, or the reconstruction, of a busine:
already in existence:
Providedthat this condition shall not apply in respect of an industric
undertaking which is formed as a result of the re-establishme
reconstruction or revival by the assessee of the business of any <

29. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.

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

31. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1991.

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

Seealso Circular No. 733, dated 3-1-1996. For detsfleTaxmann’s Master Guide to
Income-tax Act.

33. Substituted for “operation of a ship (such business being hereinafter referred to as
eligible business)” by the Finance Act, 1995, w.e.f. 1-4-1996.

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

35. Inserted by the Finance Act, 1997, w.r.e.f. 1-4-1996.

36. Inserted by the Finance (No. 2) Act, 1998, wl4-1999.

37. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.

38. Inserted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4-1998.
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(i)
(iii)

“{(iv)
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industrial undertaking as is referred to in section 33B, in the circur
stances and within the period specified in that section;

itis notformed by the transferto a new business of machinery or pl
previously used for any purpose;

it manufactures or produces any article or thing, not being any arti
or thing specified in the listin the Eleventh Schedule, or operates c
or more cold storage plant or plants, in any part of India:

Provided that the condition in this clause shall, in relation to a sms
scale industrial undertakirigor an industrial undertaking referred

to in sub-clauseb) of clauseify) which begins to manufacture or

produce an article or thing during the period beginning on the 1stc
of April, 1993 and ending on the 31st day of Maf¢fR000]], apply

as if the words “not being any article or thing specified in the list i
the Eleventh Schedule” had been omitted;

(a) in the case of an industrial undertaking not specified in su
clause ) 4qor sub-claused)], it begins to manufacture or
produce articles or things or to operate such plant or plants, at:
time during the period beginning on the 1st day of April, 199
and ending onthe 31stday of March, 1995, or such further peri
as the Central Government may, by notification in the Officia
Gazette, specify with reference to any particular industriz
undertaking;

(b) inthe case of an industrial undertaking located in an industrial
backward State specified in the Eighth Schedule or setupin e
part of India for the generation, or generation and distribution,
power, it begins to manufacture or produce articles or things
to operate its cold storage plant or plants or to generate powe
any time during the period beginning on the 1stday of April, 19€
and ending on the 31st day of Martf2000]:]
“[Providedthatin the case of an industrial undertaking setup i
any part of India for the generation, or generation and distrib
tion, of power, the period ending shall have effect as if for th
figures “1998”, the figure${2003 had been substituted;]

49[(c) in the case of an industrial undertaking located in such indu

39.
40.
41.

42.
43.
44,
45.

Inserted by the Finance Act, 1994, w.e.f. 1-4-1994.

Substituted for “1998” by the Finance (No. 2) Act, 1998, w.r.e.f. 1-4-1998.
Substituted by the Finance Act, 1993, w.e.f. 1-4-1994. Prior to its substitution, dduse
read as under :

“(iv)

itbegins to manufacture or produce articles or things or to operate such plant or ple
atany time during the period beginning on the 1stday of April, 1991 and ending
the 31stday of March, 1995, or such further period as the Central Government n
by notification in the Official Gazette, specify with reference to any particule
industrial undertaking;”

Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.
Inserted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4-1998.
Substituted for “2000” by the Finance (No. 2) Act, 1998, wle4-1999.
Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.
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trially backward district as the Central Government may, havin
regard to the prescribed guidelines, by notificefian the
Official Gazette, specify in this behélffas an industrially back-
ward district of Category A or an industrially backward distric
of Category B and], it begins to manufacture or produce articli
or things or to operate its cold storage plant or plants at any tir
during the period beginning on the 1st day of October, 1994 a
ending on the 31st day of Marc¢f2000];]

4[(d) in the case of an industrial undertaking being a small sce
industrial undertaking, not specified in sub-clalge( in sub-
clause ¢€), it begins to manufacture or produce articles or thing
or to operate its cold storage plant at any time during the peri
beginning onthe 1stday of April, 1995 and ending onthe 31std
of March, 2000;]

(v) inacase where the industrial undertaking manufactures or produ
articles or things, the undertaking employs ten or more workers ir
manufacturing process carried on with the aid of power, or emplo
twenty or more workers in a manufacturing process carried ¢
without the aid of power.

Explanation 1—For the purposes of clausi) (of this sub-section, any
machinery or plant which was used outside India by any person other than
assessee shall not be regarded as machinery or plant previously used fo
purpose, if the following conditions are fulfilled, namely :(—

(a) such machinery or plant was not, at any time previous to the date
the installation by the assessee, used in India;

(b) such machinery or plant is imported into India from any countr
outside India; and
(c¢) nodeduction on accountofdepreciationinrespect of such machin
or plant has been allowed or is allowable under the provisions of tl
Actin computing the total income of any person for any period pric
to the date of the installation of the machinery or plant by the asses:
Explanation 2—Where in the case of an industrial undertaking, any machine
or plant or any part thereof previously used for any purpose is transferred
new business and the total value of the machinery or plant or part so transfe
does not exceed twenty per cent of the total value of the machinery or plant t
in the business, then, for the purposes of claisef(this sub-section, the
condition specified therein shall be deemed to have been complied with.

(3) This section applies to any ship, where all the following conditions a
fulfilled, namely :(—
(i) itisowned by an Indian company and is wholly used for the purpos
of the business carried on by it;

46. Seeule 11EA and Appendix Il of the Income-tax Ruesealso Taxmann’s Master Guide
to Income-tax Act.

47. Inserted by the Income-tax (Amendment) Act, 1998, w.r.e.f. 1-4-1995.

48. Substituted for “1999” by the Finance (No. 2) Act, 1998, w.r.e.f. 1-4-1998.

49. Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.
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(ii) it was not, previous to the date of its acquisition by the Indie
company, owned or used in Indian territorial waters by a pers«
resident in India; and

(iii) it is brought into use by the Indian company at any time during tt
period beginning on the 1stday of April, 1991 and ending on the 3:
day of March, 1995.

59(4) 5 This section applies to the business of any hotel—

(a) where conditionsi}, (i) and ¢); and
(b) either of the conditionsik) or (v); or
(c) either of the conditionsii@) or (iva),

are fulfilled, namely :—]

(i) the business of the hotel is not formed by the splitting up, or tl

50.

51.

Seeaule 18BBC(2)/(3) for conditions to be fulfilled for obtaining approval of prescribe:
authority.

Forthe purposes of section 80-1A{#)(and first proviso to clausig)of sub-section (5) of
section 80-1A, rule 18BBC(2) lays down following conditions to be fulfilled for obtaining
approval of prescribed authority:

= Hotel is situated in an area or place specified under cla)se# §ection 80-1A(4).

= There are not more than 300 hotel rooms of 3 star category and above in the aggreg
areas or places specified under claiigeof section 80-1A(4) within the jurisdiction of the
revenue sub-division in which hotelis located.

= Where the hotel is located in a place where there is need for development of infrastruc
for tourism, such place has been specified by Central Government under idglpage (
section 80-1A(4) on the recommendation of the Department of Tourism.

Rule 18BBC(3) lays down the conditions to be fulfilled for obtaining approval of prescrib
authority : For the purpose of clausia( of sub-section (4) and the proviso of clauisg (

of sub-section (5) of section 80-1A, a hotel shall be approved by the prescribed authori
the following conditions are fulfilled, namely:—

= Such hotelislocated in an area or place specified under dlajssf (he said sub-section
(4) of section 80-1A.

= There are not more than 1,000 hotel rooms of 3-star category and above in the aggre
in areas or places specified under claiiisg 6f sub-section (4) of section 80-1A within the
jurisdiction of the revenue sub-division in which the hotel is located.

= In case the hotelislocated in a place where there is need for development of infrastru
for tourism, such place has been specified by the Central Government undeiiicldoge (
sub-section (4) of section 80-1A on the recommendations of the Department of Tourisi

The prescribed authority under rule 18BBC(1) is :

() inrelationto hotelslocated in an area or place referred to in didysedqlauseiiia)
of section 80-1A(4) : Director General (Income-tax Exemption) who shall grar
approval on the concurrence of the Director General in the Directorate Genera
Tourism, Government of India;

(b) inrelation to hotels located in any place referred to in clauser(clauseifa) of
section 80-1A(4) : Director General in the Directorate General of Tourism, Gover
ment of India.

Substituted for the portion beginning with the words “This section applies” and ending w
the words “either of the conditions J or (iv) are fulfilled, namely:—” by the Finance Act,
1997, w.e.f. 1-4-1998. Prior to substitution, the quoted portion read as under :

“This section applies to the business of any hotel, where condifjp(i3,((v), and either

of the conditionsi{i ) or (iv), are fulfilled, namely :—"
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reconstruction, of a business already in existence or by the transfe
a new business of a building previously used as a hotel or of
machinery or plant previously used for any purpose;

the business of the hotel is owned and carried on by a compe
registered in India with a paid-up capital of not less than five hundr
thousand rupees;
the business of the hotel, located in a hilly area or a rural area c
place of pilgrimage or such other place as the Central Governm
may having regard to the need for development of infrastructure
tourismin any place and other relevant considerations specify for 1
purpose of this clause, starts functioning at any time during the per
beginning on the 1st day of April, 1990 and ending on the 31std
of March, 1994,
the business of the hotel, located in a hilly area or a rural area c
place of pilgrimage or such other place as the Central Governm
may, having regard to the need for development of infrastructure
tourismin any place and other relevant considerations, specify for1
purpose of this clause, starts functioning at any time during the per
beginning on the 1st day of April, 1997 and ending on the 31std
of March, 2001 :
Providedthat nothing contained in this clause shall apply to any hot
located at a place within the municipal jurisdiction (whether know
as a municipality, municipal corporation, notified area committee
town area committee or a cantonment board or by any other nar
of Calcutta, Chennai, Delhi and Mumbai;]
the business of the hotel—
(1) located in any place, or
(2) located in a place other than a place referred to in claisef (
this sub-section,
starts functioning at any time during the period beginning on the
day of April, 1991 and ending on the 31st day of March, 1995;
the business of the hotel, located in a place other than a place refe
to in clauseiiia) of this sub-section and not being located at a plac
within the municipal jurisdiction (whether known as a municipality
municipal corporation, notified area committee, town area comm
tee or a cantonment board or by any other name) of Calcut
Chennai, Delhiand Mumbai, starts functioning at any time during tf
period beginning on the 1stday of April, 1997 and ending on the 3:
day of March, 2001;]
the hotel is for the time being approved by the prescribed autorit)

54(4A) This section applies to any enterprise carrying on the business
developing, maintaining and operating any infrastructure facility which fulfils
the following conditions, namely :(—

52. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
53. Sedootnote No. 50 on page 1.3%inte.
54. Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.
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(i) the enterprise is owned by a company registered in India or by
consortium of such companies;

(ii) the enterprise has entered into an agreementwith the Central Gov
mentor a State Government or alocal authority or any other statut
body for developing, maintaining and operating a new infrastructu
facility subject to the condition that such infrastructure facility sha
be transferred to the Central Government, State Government, lo
authority or such other statutory body, as the case may be, within
period stipulated in the agreement;

(iii) the enterprise starts operating and maintaining the infrastructt
facility on or after the 1st day of April, 1995.]
55[(4B) This section applies to any company registered in India carrying
scientific and industrial research and development which fulfils all the followir
conditions, namely :—
(i) the company has the main object of scientific and industrial resea
and development;

(ii) the company is for the time being approved by the prescrib
authority® at any time before the 1st day of Apfi[1999].]

58[(4C) This section applies to any undertaking which starts providing teleco
munication services whether basic or cellld§including radio paging,
domestic satellite service or network of trunking and electronic data inte
change servicést any time on or after the 1st day of April, 1995 but before tt
31st day of March, 2000.]

80[(4D) This section applies to any undertaking which begins to operate
industrial park notified by the Central Government in accordance with t
scheme framed and notified by that Government for the period beginning on
1st day of April, 1997 and ending on the 31st day of March, 2002.

(4E) This section applies to any undertaking which begins commercial prod
tion ¢ or refining] of mineral oil in the North Eastern Regiéfjor in any part

of India on or after the 1st day of April, 1997]] :

8 Provided that the provisions of this section shall apply in case of refining
mineral oil where the undertaking begins refining on or after the 1st day
October, 199§.

53[(4F) This section applies to an undertaking, engaged in developing and build
housing projects approved by a local authority subject to the condition that t
size of the plot of land has a minimum area of one acre, and the residential
has a built up area not exceeding one thousand square feet :

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

56. Seeules 18AAB/18BBD. Prescribed authority is Secretary, Department of Scientific
Industrial Research, Ministry of Science & Technology, Government of India.

57. Substituted for “1998” by the Finance (No. 2) Act, 1998, w.r.e.f. 1-4-1998.

58. Inserted by the Finance Act, 1997, w.r.e.f. 1-4-1996.

59. Inserted by the Finance (No. 2) Act, 1998, wle4-1999.

60. Inserted by the Finance Act, 1997, w.e.f. 1-4-1$&#rule 18C.

61. Inserted by the Finance (No. 2) Act, 1998, wle4-1999.

62. Inserted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4-1998.

63. Inserted by the Finance (No. 2) Act, 1998, wl4-1999
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Provided that the undertaking commences development and constructior
the housing project on or after the 1st day of October, 1998 and completes
same before the 31st day of March, 2D01.

(5) The amount referred to in sub-section (1) shall be—

()

*[(ia)

*’[(ib)
“I(ic)

“(id)

(a) inthe case of an industrial undertaking referred to in sub-clau
(a) %9[or sub-claused)] of clausei{) of sub-section (2), twenty-
five per cent of the profits and gains derived from such industri
undertakings;

(b) inthe case of an industrial undertaking referred to in sub-clau
(b) 59[or sub-claused)] of clausei{) of sub-section (2), hundred
per cent of the profits and gains derived from such industri
undertaking for the initial five assessment years and thereaf
twenty-five per cent of the profits and gains derived from suc
industrial undertaking :

Providedthat where the assessee is a company, the provisions of:
clause shall have effect as if for the words “twenty-five per cent”, tt
words “thirty per cent” had been substituted :]

S’[Provided further thatin case of an industrial undertaking locate
in an industrially backward district of Category B, the provisions c
this clause shall have effect as if for the words “five assessme
years”, the words “three assessment years” had been substitute

in the case of an enterprise referred to in sub-section (4A), hund
per cent of the profits and gains derived from such business for-
initial five assessment years and thereafter, thirty per cent of st
profits and gains;]

in the case of a company referred to in sub-section (4B), hundred
cent of the profits and gains derived from such business;]

in the case of an undertaking referred to in sub-section (4C), hund
per cent of the profits and gains derived from such business for-
initial five assessment years and thereafter, twenty-five per cent of
profits and gains derived from such business:

Providedthat where the assessee is a company, the provisions of1
clause shall have effect as if for the words “twenty-five per cent”, tt
words “thirty per cent” had been substituted;]

in the case of an industrial park referred to in sub-section (4L
hundred per cent of the profits and gains derived from such busin
for the initial five assessment years and thereafter, twenty-five
cent of the profits and gains derived from such business :

64.
65.
66.
67.
68.
69.
70.
71.

Substituted by the Finance Act, 1993, w.e.f. 1-4-1994.

Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.

Inserted by the Finance Act, 1994, w.e.f. 1-4-1995.

Inserted by the Income-tax (Amendment) Act, 1998, w.r.e.f. 1-4-1995.
Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.

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

Inserted by the Finance Act, 1997, w.r.e.f. 1-4-1996.

Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
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Providedthat where the assessee is a company, the provisions of1
clause shall have effect as if for the words “twenty-five per cent”, tt
words “thirty per cent” had been substituted;]

(ii) inthe case of a hotel referred to in clauisedgf sub-section (4), fifty
per cent of the profits and gains derived from the business of st
hotel:

Provided that the said hotel is approved by the prescribed author
for the purpose of this clause in accordance with the’fuhesle
under this Act :

Provided further that the said hotel approved by the prescribe
authority before the 31stday of March, 1992, shall be deemed to h:
been approved by the prescribed authority for the purposes of t
section in relation to the assessment year commencing on the 1st
of April, 1991;

?[(iia) inthe case of ahotel referred to in claiuis®)(f sub-section (4), fifty
per cent of the profits and gains derived from the business of st
hotel :

Providedthatthe said hotel is approved by the prescribed autHority
for the purposes of this clause in accordance with the rules me
under this Act;]

(iii) inthe case of ahotel referred to in claie{or clauseifa)] of sub-
section (4), thirty per cent of the profits and gains derived from tt
business of such hotel,

(iv) in the case of a ship, thirty per cent of the profits and gains deriv
from such ship;

J[(v) inthe case of undertaking referred to in sub-section (4E) hundred
cent of profits and gains derived from such business for the initi
seven assessment years.]

S[(vi) in the case of a housing project referred to in sub-section (4F
hundred per cent of profits and gains derived from such buslines

(6) The number of assessment years referred to in sub-section (1) s
including the initial assessment year, be—

(i) twelve in the case of an assessee, being a co-operative soci
deriving profits and gains from an industrial undertaking;
®[(ii) ten in the case of an assessee, not being a co-operative society, deri
profits and gains from an industrial undertaking specified in sub-clau
(a) or sub-clauseb) or sub-claused) of clauseif’) of sub-section (2) or
located in an industrially backward district of Category A specified i
sub-clausedq) of clause i) of that sub-section;

72.

73.
74.
75.
76.

Rule 18BBC(2) lays down the prescribed authority/conditions to be fulfilled fc
obtaining approval of prescribed author®edootnote 50 on page 1.3%Mte.
Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.
Sedootnote No. 50 on page 1.3%Mte.
Inserted by the Finance (No. 2) Act, 1998, w.£-4-1999.
Substituted for clausé) by the Income-tax (Amendment) Act, 1998, w.r.e.f. 1-4-1995
Prior to its substitution, clausi)(read as under :
“(ii) teninthe case of any other assessee deriving profits and gains from an indus
undertaking;”
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eight in the case of an assessee deriving profits and gains fromr
industrial undertaking located in an industrially backward district c
Category B specified in sub-clausg ¢f clauseif) of sub-section
(2) and such an undertaking is not covered under claiysesl((i)

of this sub-section;]

ten in the case of any other assessee deriving profits and gains, f
a ship or the business of a hotel;

any ten consecutive assessmentyears falling within a period of twe
assessment years beginning with the assessment year in whicl
assessee begins operating and maintaining infrastructure facility

f[Provided that where the assessee begins operating and ma
taining any infrastructure facility referred to in sub-claueof
clause €a) of sub-section (12), the provisions of this clause sha
have effect as if for the word “twelve”, the word “twenty” had beel
substituted;]

five in the case of an assessee, being a company referred to in :
section (4B), deriving profits and gains from scientific and industri:
research and development;]

teninthe case of an assessee, being an undertaking referred toin
section (4C), deriving profits and gains from telecommunicatio
services whether basic or cellufdincluding radio paging and
domestic satellite servitg

teninthe case of an assessee, being an undertaking referred toin
section (4D), deriving profits and gains from operating an industri
park.;

seven in the case of an assessee being an undertaking referred
sub-section (4E) deriving profits and gains from commerci:
productiorfior refining] of mineral oil in the North Eastern Region
8and other parts of the country on or after the 1st day of Apri
1997]].

(7) Notwithstanding anything contained in any other provision of this Act, tl
profits and gains of an eligible business to which the provisions of sub-secit
(1) apply shall, for the purposes of determining the quantum of deduction un
sub-section (5) for the assessment year immediately succeeding the ir
assessment year or any subsequent assessment year, be computed as
eligible business were the only source of income of the assessee during
previous year relevant to the initial assessment year and to every subsec
assessment year up to and including the assessment year for which the det
nation is to be made.

77. Inserted by the Finance Act, 1995, w.e.f. 1-4-1996.

78. Inserted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4-1998.
79. Inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997.

80. Inserted by the Finance Act, 1997, w.r.e.f. 1-4-1996.

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

82. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.

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

84. Inserted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4-1998.
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85[(7A) Notwithstanding anything contained in sub-section (4A), where housil
or other activities are an integral part of the highway project and the profits
which are computed on such basis and manner as may be pré§csibed
profit shall not be liable to tax where the profit has been transferred to a spe
reserve account and the same is actually utilised for the highway proj
excluding housing and other activities before the expiry of three years followi
the year in which such amount was transferred to the reserve account; an
amount remaining unutilised shall be chargeable to tax as income of the ye
which transfer to reserve account took place.]

(8) Where the assessee is a person other than a company or a co-ope|
society, the deduction under sub-section (1) from profits and gains derived fi
an industrial undertaking shall not be admissible unless the accounts of
industrial undertaking for the previous year relevant to the assessment yea
which the deduction is claimed have been audited by an accountant, as de
in the Explanationbelow sub-section (2) of section 288, and the assess
furnishes, along with his return of income, the report of such audit in t
prescribed forfiduly signed and verified by such accountant.

(9) Where any goods held for the purposes of the eligible business

transferred to any other business carried on by the assessee, or where any
held for the purposes of any other business carried on by the assesse
transferred to the eligible business and, in either case, the consideration, if
for such transfer as recorded in the accounts of the eligible business doe:
correspond to the market value of such goods as on the date of the transfer,
forthe purposes of the deduction under this section, the profits and gains of
eligible business shall be computed as if the transfer, in either case, had |
made at the market value of such goods as on that date:

Provided that where, in the opinion of the Assessing Officer, the computati
of the profits and gains of the eligible business in the manner hereinbef
specified presents exceptional difficulties, the Assessing Officer may comp
such profits and gains on such reasonable basis as he may deem fit.
Explanation—In this sub-section, “market value”, in relation to any goods, meal
the price that such goods would ordinarily fetch on sale in the open market.
8[(9A) Where any amount of profits and gains of an industrial undertaking
of a hotel in the case of an assessee is claimed and allowed under this se
for any assessment year, deduction to the extent of such profits and gains
not be allowed under any other provisions of this Chapter under the head
“C.—Deductions in respect of certain incomesid shall in no case exceed the
profits and gains of the undertaking or hotel, as the case mhay be.

(10) Where it appears to the Assessing Officer that, owing to the close connec
between the assessee carrying on the eligible business to which this se
applies and any other person, or for any other reason, the course of busi

85. Inserted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4:1998
86. Seeaule 18BBE and Form No. 10CCC.

87. Seeule 18BBB and Form No. 10CCB for form of auditreport.

88. Inserted by the Finance (No. 2) Act, 1998, wl4-1999.
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between them is so arranged that the business transacted between
produces to the assessee more than the ordinary profits which might be expe
to arise in such eligible business, the Assessing Officer shall, in computing
profits and gains of such eligible business for the purposes of the deduc
under this section, take the amount of profits as may be reasonably deem:
have been derived therefrom.

(11) The Central Government may, after making such inquiry as it may think
direct, by notification in the Official Gazette, that the exemption conferred |
this section shall not apply to any class of industrial undertaking with effect frc
such date as it may specify in the notification.

(12) For the purposes of this section,—

8(a) “domestic satellite” means a satellite owned and operated by &
Indian company for providing telecommunication seryice;

[(aa)] “hilly area” means any arealocated at a height of one thousand me

or more above the sea level;

(b) “industrial undertaking” shall have the meaning assigned toitin tt
Explanationto section 33B;

Y(c) “initial assessmentyear’—

(1) in the case of an industrial undertaking or cold storage plant
ship or hotel, means the assessment year relevant to the prev
year inwhich the industrial undertaking begins to manufacture
produce articles or things, or to operate its cold storage plant
plants or the ship is first brought into use or the business of t
hotel starts functioning;

(2) inthe case of an enterprise, carrying on the business of devel
ing, operating and maintaining any infrastructure facility, mear
the assessment year specified by the assessee at his option:
the initial year, not falling beyond the twelfth assessment ye
starting from the previous year in which the enterprise begil
operating and maintaining the infrastructure facility;

?2[(3) in the case of a company carrying on scientific and industri
research and development, means the assessment year rele
to the previous year in which the company is approved by tl
prescribed authority for the purposes of sub-section (4B);]

89.
90.
91.

92.

Inserted by the Finance (No. 2) Act, 1998, wl4-1999.

Clause &) renumbered as claussy, ibid.

Clausesq) and €a) substituted for clause)(by the Finance Act, 1995, w.e.f. 1-4-1996. Prior

to its substitution, clause)(read as under:

‘(o) “initial assessment year” means the assessment year relevant to the previous ye
which the industrial undertaking begins to manufacture or produce articles or things
to operate its cold storage plant or plants or the ship is first brought into use or
business of the hotel starts functioning;’

Inserted by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997.
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%3[(4) in the case of an undertaking referred to in sub-section (4
means the assessment year relevant to the previous yearin wl
the undertaking starts to provide the telecommunication servic
whether basic or cellul&fincluding radio paging and domestic
satellite servicg]

%5[(5) inthe case of an undertaking operating an industrial park refert
to in sub-section (4D) means the assessment year relevant to
previous year in which the undertaking starts operating su
industrial park notified for the purposes of the said sub-sectio

(6) inthe case of an undertaking engaged inthe business of comn
cial productior?qor refining of mineral oil referred to in sub-
section (4E) means the assessment year relevant to the prev
year in which the undertaking commences the commerci
production of mineral oil;]

%[(ca) “infrastructure facility” means—

(i) a road, bridge, airport, poff]inland waterways and inland
ports] rail system or any other public facility of a similar nature
as may be notified by the Board in this behalf in the Official
Gazette;

(ii) a highway project including housing or other activities being a
integral part of the highway project; and

(iii) awater supply project, irrigation project, sanitation and sewara
system;]

(d) “place of pilgrimage” means a place where any temple, mosqt
gurdwara, church or other place of public worship of renow
throughout any State or States is situated;

(e) “rural area” means any area other than—

(i) anareawhichis comprised withinthe jurisdiction of a municipe
lity (whether known as a municipality, municipal corporation

93.
4.
95.
96.

97.
98.

Inserted by the Finance Act, 1997, w.r.e.f. 1-4-1996.
Inserted by the Finance (No. 2) Act, 1998, wl4-1999.
Inserted by the Finance Act, 1997, w.e.f. 1-4-1998
Substituted by the Income-tax (Amendment) Act, 1998, w.e.f. 1-4-FA8& to its
substitution, clause$§), as substituted by the Finance (No. 2) Act, 1996, w.e.f. 1-4-199
read as under :
‘(ca) “infrastructure facility” means—
(i) aroad, highway, bridge, airport, port, rail system or any other public facility «
a similar nature as may be notified by the Board in this behalf in the Offici
Gazette;
(ii) awatersupply project, irrigation project, sanitation and sewerage system;
Earlier clauseda) was inserted by the Finance Act, 1995, w.e.f. 1-4-1996.
Inserted by the Finance (No. 2) Act, 1998, wl4-1999.
For notified infrastructure facilitgee Taxmann’s Master Guide to Income-tax Act.

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



S. 80-I1A I.T. ACT, 1961 1.406

notified area committee, town area committee or by any oth
name) or a cantonment board and which has a population of |
less than ten thousand according to the preceding census
which relevant figures have been published before the first d
of the previous year; or

(ii) anareawithin such distance not being more than fifteen kilometi
from the local limits of any municipality or cantonment boarc
referred to in sub-clausé®),(as the Central Government may,
having regard to the stage of development of such area (includ
the extent of, and scope for, urbanisation of such area) and ot
relevant considerations specify in this behalf by notificationin th
Official Gazette;

9[(f) “small-scale industrial undertaking” means an industrial undertakir
which is, as on the last day of the previous year, regarded as a sn
scale industrial undertaking under section 4dfBthe Industries
(Development and Regulation) Act, 1951 (65 of 1951);]

Z[(g) “North Eastern Region” means the region comprising of the States
Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagala
and Tripura.]

The following sections 80-1A and 80-IB shall be substituted for the existing
section 80-IA by the Finance Act, 1999, w.e.f. 1-4-2000 :

Deductions in respect of profits and gains from industrial undertakings or
enterprises engaged in infrastructure development, etc.

80-IA. (1) Where the grosstotalincome of an assessee includes any profits
gains derived from any business of an industrial undertaking or &
enterprise referred to in sub-section (4) (such business being hereina
referred to as the eligible business), there shall, in accordance with and sub
to the provisions of this section, be allowed, in computing the total income
the assessee, a deduction from such profits and gains of an amount equ
hundred per cent of profits and gains derived from such business for the f
five assessment years commencing at any time during the periods as spe«
in sub-section (2) and thereafter, twenty-five per cent of the profits and ga
for further five assessment years :
Provided that where the assessee is a company, the provisions of this ¢
section shall have effect as if for the words “twenty-five per cent”, the wor
“thirty per cent” had been substituted.
(2) The deduction specified in sub-section (1) may, at the option of the asse:
be claimed by him for any ten consecutive assessment years out of fifteen
beginning from the year in which the undertaking or the enterprise develops ¢
begins to operate any infrastructure facility or starts providing telenomication

99. Substituted by the Finance Act, 1992, w.e.f. 1-4-1993.
1. For the text of section 11B of the Industries (Development & Regulation) Act, 1951 a
notification issued thereundegeAppendix One.
2. Inserted by the Finance Act, 1997, w.e.f. 1-4-1998.

REPRODUCED FROM TAXMANN'S INCOME-TAXACT, 1999 EDITION



1.407

CH. VIA - DEDUCTIONS IN RESPECT OF CERTAIN INCOMES S. 80-I1A

service or develops an industrial park or generates power or commen
transmission or distribution of power :

Provided that where the assessee begins operating and maintaining ¢
infrastructure facility referred to in clausé)(of Explanationto clauseif of
sub-section (4), the provisions of this sub-section shall have effect as if for
words “fifteen years”, the words “twenty years” had been substituted.

(3) This section applies to any industrial undertaking which fulfils all th
following conditions, namely :—

0]

(i)

it is not formed by splitting up, or the reconstruction, of a busine:

already in existence :

Provided that this condition shall not apply in respect of an industrial

undertaking which is formed as a result of the re-establishment, r

construction or revival by the assessee of the business of any si

industrial undertaking as is referred to in section 33B, in the circurr

stances and within the period specified in that section;

it is not formed by the transfer to a new business of machinery

plant previously used for any purpose.

Explanation —For the purposes of clausée)(any machinery or plant

which was used outside India by any person other than the asses

shall not be regarded as machinery or plant previously used for ar

purpose, if the following conditions are fulfilled, namely :—

(& such machinery or plantwas not, at any time previous to the de
of the installation by the assessee, used in India;

(b) such machinery or plantis imported into India from any countr
outside India; and

(c) no deduction on account of depreciation in respect of suc
machinery or plant has been allowed or is allowable under th
provisions of this Act in computing the total income of an
person for any period prior to the date of the installation o
machinery or plant by the assessee.

Explanation 2—Where in the case of an industrial undertaking, an

machinery or plant or any part thereof previously used for an

purpose is transferred to a new business and the total value of:

machinery or plant or part so transferred does not exceed twenty |

cent of the total value of the machinery or plant used in the busine

then, for the purposes of clau#i¢ ¢f this sub-section, the condition

specified therein shall be deemed to have been complied with.

(4) This section applies to—

0]

any enterprise carrying on the business iQf developing, i{)

maintaining and operating orii{) developing, maintaining and operating

any infrastructure facility which fulfils all the following conditions,

namely :(—

(a) itis owned by a company registered in India or by a consortiul
of such companies;
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(b) it has entered into an agreement with the Central Governme
or a State Government or a local authority or any other statutor
body for () developing,i{) maintaining and operating ofik)
developing, maintaining and operating a new infrastructure
facility subject to the condition that such infrastructure facility
shall be transferred to the Central Government, State Gover
ment, local authority or such other statutory body, as the ca:
may be, within the period stipulated in the agreement;

(c) ithas started or starts operating and maintaining the infrastruc
ture facility on or after the 1st day of April, 1995:

Providedthat where an infrastructure facility is transferred on
or after the 1st day of April, 1999 by an enterprise whicl
developed such infrastructure facility (hereafter referred to i
this section as the transferor enterprise) to another enterpris
(hereafterin this section referred to as the transferee enterpris
for the purpose of operating and maintaining the infrastructur
facility on its behalf in accordance with the agreement with th
Central Government, State Government, local authority c
statutory body, the provisions of this section shall apply to tr
transferee enterprise as if it were the enterprise to which th
clause applies and the deduction from profits and gains wou
be available to such transferee enterprise for the unexpire
period during which the transferor enterprise would have bee
entitled to the deduction, if the transfer had not taken place.

Explanation—For the purposes of this clause, “infrastructure facility”

means,—

(@) a road, bridge, airport, port, inland waterways and inland ports,
rail system or any other public facility of a similar nature as may
be notified by the Board in this behalf in the Official Gazette;

(b) a highway projectincluding housing or other activities being al
integral part of the highway project; and

(c) a water supply project, irrigation project, sanitation and sewerag
system;

any undertaking which has started or starts providing telecomm

nication services whether basic or cellular, including radio paging

domestic satellite service or network of trunking and electronic da

interchange services at any time on or after the 1st day of April, 199

but before the 31st day of March, 2000.

Explanation—For the purposes of this clause, “domestic satellite’

means a satellite owned and operated by an Indian company

providing telecommunication service;

any undertaking which develops, develops and operates or mainta

and operates an industrial park notified by the Central Government |

accordance with the scheme framed and notifiethilsy Government
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for the period beginning on the 1st day of April, 1997 and ending ¢
the 31st day of March, 2002:

Providedthatin a case where an undertaking develops an industri
park on or after the 1st day of April, 1999 and transfers the operatic
and maintenance of such industrial park to another undertakir
(hereatfter in this section referred to as the transferee undertakin
the deduction under sub-sectiobh),(shall be allowed to such
transferee undertaking for the remaining period in the ten consec
tive assessment years in a manner as if the operation and mair
nance were not so transferred to the transferee undertaking;

(iv) an industrial undertaking which,—

(&) issetupinany partof Indiafor the generation or generation an
distribution of power if it begins to generate power at any tim
during the period beginning on the 1st day of April, 1993 an
ending on the 31st day of March, 2003;

(b) starts transmission or distribution by laying a network of nev
transmission or distribution lines at any time during the perioc
beginning on the 1st day of April, 1999 and ending on the 31
day of March, 2003 :

Provided that the deduction under this section to an industria
undertaking under sub-clausie) shall be allowed only in relation
to the profits derived from laying of such network of new lines fc
transmission or distribution.

(5) Notwithstanding anything contained in any other provision of this Act, ti
profits and gains of an eligible business to which the provisions of sub-section
apply shall, for the purposes of determining the quantum of deduction under t
sub-section for the assessment year immediately succeeding the initial assess
year or any subsequent assessment year, be computed as if such eligible bus
were the only source of income of the assessee during the previous year rele
to the initial assessment year and to every subsequent assessment year up t
including the assessment year for which the determination is to be made.

(6) Notwithstanding anything contained in sub-section (4), where housing
other activities are an integral part of the highway project and the profits
which are computed on such basis and manner as may be prescribed,
profit shall not be liable to tax where the profit has been transferred to a spec
reserve account and the same is actually utilised for the highway proj
excluding housing and other activities before the expiry of three yes
following the year in which such amount was transferred to the reser
account; and the amount remaining unutilised shall be chargeable to tax
income of the year in which such transfer to reserve account took place.

(7) Where the assessee is a person other than a company or a co-operative Sso
the deduction under sub-sectiom) (from profits and gains derived from an

industrialundertaking shall not be admissible unless the accounts of the ind
trial undertaking for the previous year relevant to the assessment year for wh
the deduction is claimed have been audited by an accountant, as defined i
Explanationbelow sub-sectior2) of section 288, and the assessee furnishe
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along with his return of income, the report of such audit in the prescribed fo
duly signed and verified by such accountant.

(8) Where any goods held for the purposes of the eligible business
transferred to any other business carried on by the assessee, or where
goods held for the purposes of any other business carried on by the assesse
transferred to the eligible business and, in either case, the consideration, if €
for such transfer as recorded in the accounts of the eligible business does
correspond to the market value of such goods as on the date of the tran:
then, for the purposes of the deduction under this section, the profits and g:
of such eligible business shall be computed as if the transfer, in either case,
been made at the market value of such goods as on that date :

Provided that where, in the opinion of the Assessing Officer, the computati
of the profits and gains of the eligible business in the manner hereinbef
specified presents exceptional difficulties, the Assessing Officer may com,
such profits and gains on such reasonable basis as he may deem fit.

Explanation—For the purposes of this sub-section, “market value”, inrelatio
to any goods, means the price that such goods would ordinarily fetch on ¢
in the open market.

(9) Where any amount of profits and gains of an industrial undertaking or
an enterprise in the case of an assessee is claimed and allowed under
section for any assessment year, deduction to the extent of such prafdisand
shall not be allowed under any other provisions of this Chapter under the headi
“C.—Deductions in respect of certain incomesid shall in no case exceed the
profits and gains of such eligible business of industrial undertaking
enterprise, as the case may be.

(10) Where it appears to the Assessing Officer that, owing to the clc
connection between the assessee carrying on the eligible business to whicl
section applies and any other person, or for any other reason, the cours
business between them is so arranged that the business transacted bet
them produces to the assessee more than the ordinary profits which migt
expected to arise in such eligible business, the Assessing Officer shal
computing the profits and gains of such eligible business for the purposes o
deduction under this section, take the amount of profits as may be reason
deemed to have been derived therefrom.
(11) The Central Government may, after making such inquiry as it may th
fit, direct, by notification in the Official Gazette, that the exemption conferre
by this section shall not apply to any class of industrial undertaking ¢
enterprise with effect from such date as it may specify in the notification.
(12) Where any undertaking of an Indian company which is entitled to t
deduction under this section is transferred, before the expiry of the per
specified in this section, to another Indian company in a scheme of amalgama
or demerger—

(& nodeduction shall be admissible under this section to the amalga

ating or the demerged company for the previous year in which tl
amalgamation or the demerger takes place; and
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(b) the provisions of this section shall, as far as may be, apply to t
amalgamated or the resulting company as they would have appli
to the amalgamating or the demerged company if the amalgamati
or demerger had not taken place.

Deduction in respect of profits and gains from certain industrial undertakings
other than infrastructure development undertakings.
80-IB. (1) Where the grosstotalincome of an assessee includes any profits
gains derived from any business referred to in sub-sections (3) to (:
(such business being hereinafter referred to as the eligible business), tt
shall, in accordance with and subject to the provisions of this section,
allowed, in computing the total income of the assessee, a deduction from
profits and gains of an amount equal to such percentage and for such nun
of assessment years as specified in this section.
(2) This section applies to any industrial undertaking which fulfils all th
following conditions, namely:—
(i) itis not formed by splitting up, or the reconstruction, of a busine:
already in existence :
Provided that this condition shall not apply in respect of an industrial
undertaking which is formed as a result of the re-establishmer
reconstruction or revival by the assessee of the business of any s
industrial undertaking as is referred to in section 33B, in the circurr
stances and within the period specified in that section;

(i) it is not formed by the transfer to a new business of machinery
plant previously used for any purpose;

(iii) it manufactures or produces any article or thing, not being any articl
or thing specified in the list in the Eleventh Schedule, or operates o
or more cold storage plant or plants, in any part of India :

Provided that the condition in this clause shall, in relation to a small

scale industrial undertaking or an industrial undertaking referred tc

in sub-section (4) shall apply as if the words “not being any article o

thing specified in the list in the Eleventh Schedule” had been omitte

Explanation I—For the purposes of clause){any machinery or plant

which was used outside India by any person other than the asses

shall not be regarded as machinery or plant previously used for ar

purpose, if the following conditions are fulfilled, namely:—

(& such machinery or plantwas not, at any time previous to the de
of the installation by the assessee, used in India;

(b) such machinery or plantis imported into India from any countr
outside India; and

(c) no deduction on account of depreciation in respect of suc
machinery or plant has been allowed or is allowable under th
provisions of this Act in computing the total income of an
person for any period prior to the date of the installation of th
machinery or plant by the assessee.
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Explanation 2—Where in the case of an industrial undertaking, an
machinery or plant or any part thereof previously used for any purpo:s
is transferred to a new business and the total value of the machinery
plant or part so transferred does not exceed twenty per cent of the tc
value of the machinery or plant used in the business, then, for t
purposes of clauseii) of this sub-section, the condition specified
therein shall be deemed to have been complied with;

(iv) in a case where the industrial undertaking manufactures or produc
articles or things, the undertaking employs ten or more workers in
manufacturing process carried on with the aid of power, or employ
twenty or more workers in a manufacturing process carried on withot
the aid of power.

(3) The amount of deduction in the case of an industrial undertaking shall
twenty-five per cent (or thirty per cent where the assessee is a company), of
profits and gains derived from such industrial undertaking for a period of te
consecutive assessment years (or twelve consecutive assessment years whe
assessee is a co-operative society) beginning with the initial assessment
subject to the fulfiiment of the following conditions, namely:—

(i) it begins to manufacture or produce, articles or things or to operat
such plant or plants at any time during the period beginning from th
1st day of April, 1991 and ending on the 31st day of March, 1995
such further period as the Central Government may, by notification
the Official Gazette, specify with reference to any particular undertaking;

(ii) where it is an industrial undertaking being a small scale industria
undertaking, it begins to manufacture or produce articles or things c
to operate its cold storage plant [not specified in sub-section (4) ¢
sub-section (5)] at any time during the period beginning on the 1st d:
of April, 1995 and ending on the 31st day of March, 2000.

(4) The amount of deduction in the case of an industrial undertaking in .
industrially backward State specified in the Eighth Schedule shall be hundred
cent of the profits and gains derived from such industrial undertaking for fi
assessment years beginning with the initial assessment year and thereafter twe
five per cent (or thirty per cent where the assessee is a company) of the profits
gains derived from such industrial undertaking :

Provided that the total period of deduction does not exceed ten consecut
assessment years (or twelve consecutive assessment years where the assess
co-operative society) subject to fulfilment of the condition that it begins
manufacture or produce articles or things or to operate its cold storage plant
plants during the period beginning on the 1st day of April, 1993 and ending on |
31st day of March, 2000:

Provided further that in the case of such industries in the North-Eastern Regio
as may be notified by the Central Government, the amount of deduction shal
hundred per cent of profits and gains for a period of ten assessment years, anc
total period of deduction shall in such a case not exceed ten assessment ye:
(5) The amount of deduction in the case of an industrial undertaking loca
in such industrially backward districts as the Central Government may, havi
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regard to the prescribed guidelines, by notification in the Official Gazette, spec
in this behalf as industrially backward district of category ‘A’ or an industrially
backward district of category ‘B’ shall be,—

0]

(i)

hundred per cent of the profits and gains derived from an industri
undertaking located in a backward district of category ‘A’ for five
assessment years beginning with the initial assessment year &
thereafter, twenty-five per cent (or thirty per cent where the assesset
a company) of the profits and gains of an industrial undertaking:
Provided that the total period of deduction shall not exceed tel
consecutive assessment years or where the assessee is a co-oper
society, twelve consecutive assessment years:

Provided further that the industrial undertaking begins to manu-
facture or produce articles or things or to operate its cold storage plar
or plants at any time during the period beginning on the 1st day
October, 1994 and ending on the 31st day of March, 2000;
hundred per cent of the profits and gains derived from an industri
undertaking located in a backward district of category ‘B’ for three
assessment years beginning with the initial assessment year &
thereafter, twenty-five per cent (or thirty per cent where the assesset
a company) of the profits and gains of an industrial undertaking :
Provided that the total period of deduction does not exceed eigl
consecutive assessment years (or where the assessee is a co-oper
society, twelve consecutive assessment years) :

Provided further that the industrial undertaking begins to manu-
facture or produce articles or things or to operate its cold storage plar
or plants at any time during the period beginning on the 1st day
October, 1994 and ending on the 31st day of March, 2000.

(6) The amount of deduction in the case of the business of a ship shall be thirty
cent of the profits and gains derived from such ship for a period of t
consecutive assessment years including the initial assessment year prov
that the ship—

M
(i)

(iii)

is owned by an Indian company and is wholly used for the purposes
the business carried on by it;

was not, previous to the date of its acquisition by the Indian compar
owned or used in Indian territorial waters by a person resident i
India; and

is brought into use by the Indian company at any time during tl
period beginning on the 1st day of April, 1991 and ending on ti
31st day of March, 1995.

(7) The amount of deduction in the case of any hotel shall be—

(@

fifty per cent of the profits and gains derived from the business of su
hotel for a period of ten consecutive years beginning from the initi
assessment year as is located in a hilly area or a rural area or a plac
of pilgrimage or such other place as the Central Government ma
having regard to the need for developmentimdiastructure for
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tourism in any place and other relevant considerations, specify |
notification in the Official Gazette and such hotel starts functionin
at any time during the period beginning on the 1st day of April, 19¢
and ending on the 31st day of March, 1994 or beginning C
the 1stday of April, 1997 and ending on the 31st day of March, 20C

Provided that nothing contained in this clause shall apply to a hote
located at a place within the municipal jurisdiction (whether known a
a municipality, municipal corporation, notified area committee or
cantonment board or by any other name) of Calcutta, Chennai, Del
or Mumbai, which has started or starts functioning on or after the 1:
day of April, 1997 and before the 31st day of March, 2001

Provided further that the said hotel is approved by the prescribe
authority for the purpose of this clause in accordance with the rule
made under this Act and where the said hotel is approved by |1
prescribed authority before the 31st day of March, 1992, shall |
deemed to have been approved by the prescribed authority for
purpose of this section in relation to the assessment year comme
ing on the 1st day of April, 1991;

thirty per cent of the profits and gains derived from the business of su

hotel as is located in any place other than those mentioned in st

clause @) for a period of ten consecutive years beginning from th
initial assessment year if such hotel has started or starts functioning
any time during the period beginning on the 1st day of April, 1991 ar
ending on the 31st day of March, 1995 or beginning on the 1st day

April, 1997 and ending on the 31st day of March, 2001:

Providedthat nothing contained in this clause shall apply to a hote

located at a place within the municipal jurisdiction (whether know

as a municipality, municipal corporation, notified area committee
town area committee or a cantonment board or by any other nan
of Calcutta, Chennai, Delhi or Mumbai, which has started or start

functioning on or after the 1st day of April, 1997 and before the 31

day of March, 2001,

the deduction under clausa) ©r clause ) shall be available only if—

(i) the business of the hotel is not formed by the splitting up, or tl
reconstruction, of a business already in existence or by the transt
to a new business of a building previously used as a hotel or of a
machinery or plant previously used for any purpose;

(i) the business of the hotel is owned and carried on by a compe
registered in India with a paid-up capital of not less than five
hundred thousand rupees;

(iii) the hotel is for the time being approved by the prescribe
authority:

Provided that any hotel approved by the prescribed authority
before the 1st day of April, 1999 shall be deemed to have be
approved under this sub-section.
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(8) The amount of deduction in the case of any company carrying on scien
research and development shall be hundred per cent of the profits and g:
of such business for a period of five assessment years beginning from the ir
assessment year if such company—
(@) is registered in India;
(b) has the main object of scientific and industrial research an
development;
(c) isforthetime being approved by the prescribed authority at any tin
before the 1st day of April, 1999.
(9) The amount of deduction to an undertaking which begins commerc
production or refining of mineral oil shall be hundred per cent of the profits fc
a period of seven consecutive assessment years including the initial assess
year:
Providedthat where the undertaking is located in North-Eastern Region, ith
begun or begins commercial production of mineral oil before the 1st day
April, 1997 and where it is located in any part of India, it begins commerci
production of mineral oil on or after the 1st day of April, 1997:
Provided further that where the undertaking is engaged in refining of miner:
oil, it begins refining on or after the 1st day of October, 1998.
(10) The amount of profits in case of an undertaking developing and buildi
housing projects approved by a local authority, shall be hundred per cent
the profits derived in any previous year relevant to any assessment year f
such housing project if,—
(@) such undertaking has commenced or commences development
construction of the housing project on or after the 1st day of Octobe
1998 and completes the same before the 31st day of March, 2001
(b) the projectis on the size of a plot of land which has a minimum ar
of one acre; and
(c) the residential unit has a maximum built-up area of one thousau
square feet where such residential unit is situated within the cities
Delhi or Mumbai or within twenty-five kilometres from the munici
pal limits of these cities and one thousand and five hundred squi
feet at any other place.
(11) Notwithstanding anything contained in claui§g 6f sub-section (2) and sub-
sections (3), (4) and (5), the amount of deduction in a case of industr
undertaking deriving profit from the business of setting up and operating a cc
chain facility for agricultural produce, shall be hundred per cent of the profits ar
gains derived from such industrial undertaking for five assessment years be
ning with the initial assessment year and thereafter, twenty-five per cent (or thi
per cent where the assessee is a company) of the profits and gains derived fror
operation of such facility in a manner that the total period of deduction does r
exceed ten consecutive assessment years (or twelve consecutive assessmen
where the assessee is a co-operative society) and subject to fulfiiment of
condition that it begins to operate such facility on or after the 1st day of April, 19
but before the 31st day of March, 2003.
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(12) Where any undertaking of an Indian company which is entitled to t
deduction under this section is transferred, before the expiry of the per
specified in this section, to another Indian company in a scheme of amalgama
or demerger—

(& nodeduction shall be admissible under this section to the amalga
ating or the demerged company for the previous year in which tl
amalgamation or the demerger takes place; and

(b) the provisions of this section shall, as far as may be, apply to t
amalgamated or the resulting company as they would have appli
to the amalgamating or the demerged company if the amalgamati
or demerger had not taken place.

(13) The provisions contained in sub-section (5) and sub-sections (7) to (
of section 80-1A shall, so far as may be, apply to the eligible business under

section.

(14) For the purposes of this section,—

(&) “cold chain facility” means a chain of facilities for storage or
transportation of agricultural produce under scientifically con-
trolled conditions including refrigeration and other facilities neces:
sary for the preservation of such produce;

(b) “hilly area” means any area located at a height of one thousan
metres or more above the sea level;

(o) “initial assessment year'—

0]

(i)

(iii)

in the case of an industrial undertaking or cold storage plant c
ship or hotel, means the assessmentyear relevant to the previ
year in which the industrial undertaking begins to manufactur
or produce articles or things, or to operate its cold storage plar
or plants or the cold chain facility or the ship is first brought intc
use or the business of the hotel starts functioning;

in the case of a company carrying on scientific and industric
research and development, means the assessment year rele
to the previous year in which the company is approved by tl
prescribed authority for the purposes of sub-section (8);

in the case of an undertaking engaged in the business

commercial production or refining of mineral oil referred to in
sub-section (9), means the assessment year relevant to

previous year in which the undertaking commences the comm
cial production or refining of mineral oil;

(d) “North-Eastern Region” means the region comprising the States
Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoran
Nagaland, Sikkim and Tripura;

(e) “place of pilgrimage” means a place where any temple, mosqu
gurdwara, church or other place of public worship of renowr
throughout any State or States is situated,;

(f) “rural area” means any area other than—

0]

an area which is comprised within the jurisdiction of a municipal-
ity (whether known as a municipality, municipal corporation
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notified area committee, town area committee or by any oth
name) or a cantonment board and which has a population of n
less than ten thousand according to the preceding census
which relevant figures have been published before the first d
of the previous year; or

(i) an area within such distance not being more than fiftee
kilometres from the local limits of any municipality or canton
ment board referred to in sub-clausg &s the Central Govern-
ment may, having regard to the stage of development of sL
area including the extent of, and scope for, urbanisation of su
area and other relevant considerations specify in this behalf t
notification in the Official Gazette;

(g) “small-scale industrial undertaking” means an industrial undertaking
which is, as on the last day of the previous year, regarded as a sm:
scale industrial undertaking under section 11B of the Industrie
(Development and Regulation) Act, 1951 (65 of 1951).

Deduction in respect of profits and gains from newly established industrial
undertakings or ships or hotel business in certain cases.

80J. [Omitted by the Finance (No. 2) Act, 1996, w.rk4-1989]

3. Priortoits omission, section 80J, as inserted in place of section 84 (which was omitted b
Finance (No. 2) Act, 1967, w.e.f. 1-4-1968), and later amended by the Finance Act, 1¢
w.e.f. 1-4-1969, Finance Act, 1972, w.e.f. 1-4-1973, Finance Act, 1973, w.e.f. 1-4-19
Direct Taxes (Amendment) Act, 1974, w.e.f. 1-4-1974, Finance Act, 1975, w.e.f. 1-4-19
1-4-1976, Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-1976, Finance (No. 2) A
1977,w.e.f. 1-4-1978, Finance Act, 1979, w.e.f. 1-4-1979, Finance (No. 2) Act, 1980, w.r.
1-4-1972, Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988 and Finance Act, 1988, w.
1-4-1988, read as under :

‘80J. Deduction in respect of profits and gains from newly established industri
undertak-ings or ships or hotel business in certain cas€%) Where the gross total
income of an assessee includes any profits and gains derived from an industrial under
ing or a ship or the business of a hotel, to which this section applies, there shall
accordance with and subject to the provisions of this section, be allowed, in computing
total income of the assessee, a deduction from such profits and gains (reduced by
deduction, if any, admissible to the assessee under section 80HH or section 80HHA) ¢
much of the amount thereof as does not exceed the amount calculated at the rate of si
cent perannum on the capital employed in the industrial undertaking or ship or busin
of the hotel, as the case may be, computed in the manner specified in sub-section (1/
respect of the previous year relevant to the assessment year (the amount calculate
aforesaid being hereafter, in this section, referred to as the relevant amount of car
employed during the previous year):
Providedthatin relation to the profits and gains derived by an assessee, being a comp
from anindustrial undertaking which begins to manufacture or produce articles or to ope
its cold storage plant or plants after the 31stday of March, 1976, or from a ship whichis
broughtinto use after that date, or from the business of a hotel which starts functioning
that date, the provisions of this sub-section shall have effect as if for the words “six per ce
the words “seven and a half per cent” had been substituted.

(Contd. on p. 1.418)
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(Contd. from p. 1.417)
(1A) (1) For the purposes of this section, the capital employed in an industrial undertak
or the business of a hotel shall, except as otherwise expressly provided in this sectio
computed in accordance with claudéxtp (V) and the capital employed in a ship shall be
computed in accordance with claugg (
(I1) The aggregate of the amounts representing the values of the assets as on the first
the computation period of the undertaking or of the business of the hotel to which this sec
applies shall first be ascertained in the following manner :(—
(i) inthe case of assets entitled to depreciation, their written down value;
(ii) inthe case of assets acquired by purchase and not entitled to depreciation, their a
costtothe assessee;
(iii) in the case of assets acquired otherwise than by purchase and not entitle
depreciation, the value of the assets when they became assets of the business;
(iv) inthe case ofassets, being debts due to the person carrying on the business, the nc
amount of those debts;
(v) inthe case of assets, being cash in hand or bank, the amount thereof.
Explanation I—In this clause, “actual cost” has the same meaning as in claogsdction
43.
Explanation 2—Inthis clause and in claug# §, “computation period” means the period for
which profits and gains of the industrial undertaking or business of the hotel are compt
under sections 28to0 43A.
Explanation 3—Inthis clause and in clausé (“written down value” has the same meaning
as in clauseq) of section 43.
Explanation 4—Where the cost of any asset has been satisfied otherwise than in cash
then value of the consideration actually given for the asset shall be treated as the actue
of the asset.
(1) From the aggregate of the amounts as ascertained under tlpslsa(be deducted
the aggregate of the amounts, as on the first day of the computation period, of borro
moneys and debts owed by the assessee (including amounts due towards any liabil
respect of tax).
Explanation—For the purposes of this clause,—
(i) “tax”means—
(& income-taxorsuper-tax (including advance tax) due under any provision oftl
Act;
(b) wealth-tax due under any provision of the Wealth-tax Act, 1957 (27 of 1957
(0) gift-tax due under any provision of the Gift-tax Act, 1958 (18 of 1958);
(d) super profits tax due under any provision of the Super Profits Tax Act, 1963 (
0of1963);
(e) surtaxdue under any provision of the Companies (Profits) Surtax Act, 19
(7 of 1964);
(ii) any liability in respect of tax shall be deemed to have become due—
(@) inthe case of advance tax due under any provision of this Act, on the date
which such advance tax is payable; and
(b) inthe case of any other tax, on the first day of the period within which it
required to be paid.
(IV) Theresultant sum as determined under cldlU3skall be diminished by the value, as
ascertained under claudé)( of any investments the income from which is not taker
into account in computing the profits of the business and any moneys not required fol
purpose of the business, in so far as the aggregate of such investments or moneys exce
amount of the borrowed moneys which under claligeafe required to be deducted in

computing the capital.
(Contd. on p. 1.419)
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(Contd. from p. 1.418)

(V) The capital employed in a ship shall be taken to be the written down value of the <
asreduced by the aggregate of the amounts owed by the assessee as on the comp
date on account of moneys borrowed or debts incurred in acquiring that ship.
Explanation—In this clause, “computation date” in relation to a ship, means—

() inrespectofthe previous yearin which the shipis first broughtinto use, the d.

on which itis so broughtinto use;

(b) inrespectofany subsequent previous year, the first day of such previous ye
(2) The deduction specified in sub-section (1) shall be allowed in computing the tc
income in respect of the assessment year relevant to the previous year in whict
industrial undertaking begins to manufacture or produce articles or to operate its c
storage plant or plants or the ship is first brought into use or the business of the h
starts functioning (such assessment year being hereafter, in this section, referred
the initial assessmentyear) and each of the four assessment years immediately suc
ing the initial assessment year:

Providedthatin the case of an assessee, being a co-operative society, the provisiol
this sub-section shall have effect as if for the words “four assessment years”, the wc
“six assessmentyears” had been substituted.

(3) Where the amount of the profits and gains derived from the industrial undertak
or ship or business of the hotel, as the case may be, included in the total income
computed without applying the provisions of section 64 and before making any deduc
under Chapter VI-A) in respect of the previous year relevant to an assessment
commencing on or after the 1stday of April, 1967 (not being an assessmentyearfy
to the initial assessment year or subsequent to the fourth assessment year as recl
from the end of the initial assessment year) falls short of the relevant amount of cag
employed during the previous year, the amount of such shortfall, or, where there ar
such profits and gains, an amount equal to the relevant amount of capital emplo
during the previous year (such amount, in either case, being hereafter, in this sec
referred to as deficiency) shall be carried forward and set off against the profits and g
referred to in sub-section (1) [as computed after allowing the deductions, if al
admissible under section 80HH or section 80HHA and the said sub-section (1)
respect of the previous year relevant to the next following assessmentyear and, if tl
are no such profits and gains for that assessment year, or where the deficiency exc
such profits and gains, the whole or balance of the deficiency, as the case may be,
be set off against such profits and gains for the next following assessment year and i
so far as such deficiency cannot be wholly so set off, it shall be set off against such pr:
and gains assessable for the next following assessmentyear and soon:
Providedthat—

(i) inno case shall the deficiency or any part thereof be carried forward beyond

seventh assessmentyear as reckoned from the end of the initial assessment

(ii) where there is more than one deficiency and each such deficiency relates

different assessmentyear, the deficiency which relates to an earlier assessr
year shall be set off under this sub-section before setting off the deficiency
relation to a later assessmentyear:
Provided further that in the case of an assessee being a co-operative society,
provisions of this sub-section shall have effect as if for the words “fourth assessm
year”, the words “sixth assessment year” had been substituted.
(4) This section applies to any industrial undertaking which fulfils all the followin
conditions, namely:—

(i) itisnotformed by the splitting up, or the reconstruction, of a business already

existence;

(ii) itis notformed by the transfer to a new business of machinery or plant previou

used for any purpose;
(Contd. on p. 1.420)
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(Contd. from p. 1.419)

(iii) itmanufactures or produces articles, or operates one or more cold storage pla
plants, in any part of India, and has begun or begins to manufacture or prod
articles or to operate such plant or plants, at any time within the period of thir
three years next following the 1stday of April, 1948, or such further period ast
Central Government may, by notification in the Official Gazette, specify witl
reference to any particular industrial undertaking;

(iv) inacase where the industrial undertaking manufactures or produces articles,
undertaking employs ten or more workers in a manufacturing process carriec
with the aid of power, or employs twenty or more workers in a manufacturir
process carried on without the aid of power:

Provided that the condition in clausé) shall not apply in respect of any industrial
undertaking which is formed as aresult of the re-establishment, reconstruction or rev
by the assessee of the business of any such industrial undertaking as is referred
section 33B, in the circumstances and within the period specified in that section:
Provided further that, where any building or any part thereof previously used for ar
purpose is transferred to the business of the industrial undertaking, the value of
building or part so transferred shall not be taken into accountin computing the cap
employed in the industrial undertaking:
Provided alsothat in the case of an industrial undertaking which manufactures
produces any article specified in the list in the Eleventh Schedule, the provisions
clausefi(i) shall have effect as if for the words “thirty-three years”, the words “thirty
one years” had been substituted.
Explanation 1-——For the purposes of clausg) ©f this sub-section, any machinery or
plant which was used outside India by any person other than the assessee shallr
regarded as machinery or plant previously used for any purpose, if the followi
conditions are fulfilled, namely:—
(a) such machinery or plant was not, at any time, previous to the date of t
installation by the assessee, used in India;
(b) such machinery or plantisimported into India from any country outside India; a
(c) nodeduction on account of depreciation in respect of such machinery or plant
been allowed or is allowable under the provisions of the Indian Income-tax A
1922 (11 of 1922), or this Actin computing the total income of any person fora
period prior to the date of the installation of the machinery or plant by the asses:
Explanation 2—Where in the case of an industrial undertaking, any machinery or pla
or any partthereof previously used for any purpose is transferred to a new busines:
the total value of the machinery or plant or part so transferred does not exceed twve
per cent of the total value of the machinery or plant used in the business, then, for
purposes of clauséi ] of this sub-section, the condition specified therein shall b
deemed to have been complied with and the total value of machinery or plant or pa
transferred shall not be taken into account in computing the capital employed in
industrial undertaking.]
(5) This section applies to any ship, where all the following conditions are fulfille
namely:—
(i) itis owned by an Indian company and is wholly used for the purposes of t
business carried on by it;

(ii) itwas not, previous to the date of its acquisition by the Indian company, own
and used in Indian territorial waters by a person resident in India; and

(iii) itis broughtinto use by the Indian company at any time within a period of thirt
three years next following the 1st day of April, 1948.

(6) This section applies to the business of any hotel, where all the following conditic
are fulfilled, namely:—
(Contd. on p. 1.421)
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(a) the business of the hotel is not formed by the splitting up, or the reconstrt
tion, of abusiness already in existence or by the transfer to a new busin
of a building previously used as a hotel or of any machinery or plai
previously used for any purpose;

(b) the business ofthe hotel is owned and carried on by a company registe
in India with a paid-up capital of not less than five hundred thousand rupes

© [T

(d) the hotelisforthe time being approved for the purposes of this sub-secti
by the Central Government;

(e) the business of the hotel starts functioning on or after the 1stday of Apr
1961, but before the 1st day of April, 1981.

Explanation—Where in the case of the business of a hotel, any building, or any p
thereof, previously used as a hotel, or any machinery or plant, or any part there
previously used for any purpose, is transferred to a new business and the total vali
the building, machinery or plant or part so transferred does not exceed twenty per «
of the total value of the building, machinery or plantused in the business, then, for
purposes of clause) of this sub-section, the condition specified therein shall b
deemed to have been complied with and the total value of the building, machinen
plant or part so transferred shall not be taken into account in computing the cap
employed in the business of the hotel.
(6A) Where the assessee is a person other than a company or a co-operative socie!
deduction under sub-section (1) from profits and gains derived from an industt
undertaking shall not be admissible unless the accounts of the industrial undertaking
the previous year relevantto the assessmentyear for which the deduction is claimed
been audited by an accountant, as defined iBExipdanationbelow sub-section (2) of
section 288, and the assessee furnishes, along with his return ofincome, the repc
such auditin the prescribed form duly signed and verified by such accountant.
(6B) Where any goods held for the purposes of the business of the industrial underta
or the hotel or the operation of the ship are transferred to any other business carrie
by the assessee, or where any goods held for the purposes of any other business c
on by the assessee are transferred to the business of the industrial undertaking «
hotel or the operation of the ship and, in either case, the consideration, if any, for s
transfer as recorded in the accounts of the business of the industrial undertaking o
hotel or the operation of the ship does not correspond to the market value of such g
as on the date of the transfer, then, for the purposes of the deduction under this se«
the profits and gains of the industrial undertaking or the business of the hotel or
operation of the ship shall be computed as if the transfer, in either case, had beent
at the market value of such goods as on that date:
Providedthatwhere, in the opinion of the Assessing Officer, the computation of the prof
and gains of the industrial undertaking or the business of the hotel or the operation o
ship inthe manner hereinbefore specified presents exceptional difficulties, the Asses
Officer may compute such profits and gains on such reasonable basis as he may dee
Explanation—In this sub-section, “market value”, in relation to any goods, means tt
price that such goods would ordinarily fetch on sale in the open market.
(6C) Where it appears to the Assessing Officer that, owing to the close connec!
between the assessee carrying on the business of the industrial undertaking or the
or the operation of the ship to which this section applies and any other person, or for
other reason, the course of business between them is so arranged that the bus
transacted between them produces to the assessee more than the ordinary profits
might be expected to arise in the business of the industrial undertaking or the hote
the operation of the ship, the Assessing Officer shall, in computing the profits and gains of the indus
undertaking or the hotel or the ship for the purposes of the deduction under this secit
take the amount of profits as may be reasonably deemed to have been derived there
(Contd. on p. 1.422)
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Deduction in respect of profits and gains from business of poultry farming.
80JJ. “[Omitted by the Finance Act, 1997, w.e.f. 1-4-1P98.

S[Deduction in respect of profit and gains from business of collecting and
processing of bio-degradable waste.

80JJA.Where the gross total income of an assessee includes any profits

gains derived from the business of collecting and processing
treating of bio-degradable waste for generating potfeproducing bio-ga$,
making pellets or briquettes for fuel or organic manure, there shall be allowe
in computing the total income of the asses¥gededuction from such profits
and gains of an amount equal to the whole of such income, or five lakh rup
whichever is legq

(Contd. from p. 1.421)

(7) The Central Government may, after making such inquiry as it may think fit, dire
by notification in the Official Gazette, that the exemption conferred by this section sh
not apply to any class of industrial undertakings with effect from such date as it
specify in the notification.’

4. Priortoits omission, section 80JJ, as inserted by the Finance Act, 1989, w.e.f.1-4-1¢
read as under:

“80JJ.Deduction in respect of profits and gains from business of poultry farming.-
Where the gross total income of an assessee includes any profits and gains derived
business of poultry farming, there shall be allowed, in computing the total income of
assessee, adeduction from such profits and gains of an amount equal to thirty-thre«
one-third per cent thereof.”

Earlier section 80JJ, was inserted by the Finance Act, 1975, w.e.f. 1-4-1976, amer
by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981 and the Finance Act, 1983, w.e.f
4-1984 and omitted by the Finance Act, 1985, w.e.f. 1-4-1986.

5. Inserted by the Finance (No. 2) Act, 1998, w.EB-4-1999Earlier section 80JJA was
inserted by the Finance Act, 1979, w.e.f. 1-4-1980 and later on omitted by the Fina
Act, 1983, w.e.f. 1-4-1984.

5a. Words “or producing bio-fertilizers, bio-pesticides or other biological agents or f«
producing bio-gas or” shall be substituted for “, producing bio-gas,” by the Finance A
1999, w.e.f1-4-2000.

5b. Words “a deduction of an amount equal to the whole of such profits and gains for a pe
of five consecutive assessment years beginning with the assessment year relevant
previous year in which such business commences” shall be substituted for “a deduc
from such profits and gains of an amount equal to the whole of such income, or five I
rupees, whichever is lessbjd.
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S[Deduction in respect of employment of new workmen.

80JJAA. (1) Where the gross total income of an assessee, being an Ind

company, includes any profits and gains derived from any industri
undertaking engaged in the manufacture or production of article or thin
there shall, subject to the conditions specified in sub-section (2), be allowe
deduction of an amount equal to thirty per cent of additional wages paid to
new regular workmen employed by the assessee in the previous year for t
assessment years including the assessment year relevant to the previous
in which such employment is provided.

(2) No deduction under sub-section (1) shall be allowed—

(a) ifthe industrial undertaking is formed by splitting up or reconstruc
tion of an existing undertaking or amalgamation with anothe
industrial undertaking;

(b) unless the assessee furnishes along with the return of income
report of the accountant, as defined in Ebglanationbelow sub-
section (2) of section 288 giving such particulars in the report ¢
may be prescribed

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

(i) “additional wages” means the wages paid to the new reguls

workman in excess of one hundred workmen employed during
previous year :
Providedthat in the case of an existing undertaking, the additione
wages shall bail if the increase in the number of regular workmar
employed during the year is less than ten per cent of existing num
of workmen employed in such undertaking as on the last day of
preceding year;

(i) “regular workman”, does not include—

(a) a casual workman; or
(b) a workman employed through contract labour; or
(c) any other workman employed for a period of less than thre
hundred days during the previous year;
(i) “workman” shall have the meaning assigned to it in clawgsef
section Z of the Industrial Disputes Act, 1947 (14 of 1917).

6. Inserted by the Finance (No. 2) Act, 1998, w.£.4-1999.
6a. Seeule 19AB and Form No. 10DA for form of report.
7. For text of clauseq) of section 2 of the Industrial Disputes Act, 1947, defining
“workman”,seeAppendix One.
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Deduction in respect of dividends attributable to profits and gains from
new industrial undertakings or ships or hotel business.

880K. [Omitted by the Finance Act, 1986, w.e.f. 1-4-1987. Original section w

inserted, in place of section 85 which was deleted, by the Finance (No.

Act, 1967, w.e.f. 1-4-1948.

9Deductions in respect of interest on certain securities, dividentisetc.
1080L. (1) *fWhere the gross total income of an assessee, being—

(& anindividual, or
(b) a Hindu undivided family:q***]
(C) 13[***]

8.

10.

11.

12.
13.

Omitted section 80K was originally inserted from 1-4-1968 by the Finance (No. 2) A
1967, and amended from the same date. The section, as substituted by the Taxation
(Amendment) Act, 1970, with retrospective effect from 1-4-1968 and amended by
Finance Act, 1975, w.e.f. 1-4-1975, stood as follows :
“80K. Deduction in respect of dividends attributable to profits and gains from ne
industrial undertakings or ships or hotel businesé/kere the gross total income of an
assessee, being—
(a) the owner of any share or sharesin a company, or
(b) apersonwhoischargeable to tax under this Act on the income by way of divide
on any share or shares in acompany owned by any other person,
includes any income by way of dividends paid or deemed to have been paid by
company inrespect of such share or shares, there shall, subjectto any rules thatm
made by the Board in this behalf, be allowed, in computing his total income, a deduc
from such income by way of dividends of an amount equal to such part thereof a
attributable to the profits and gains derived by the company from an industr
undertaking or ship or the business of a hotel, on which no tax is payable by the comy
under this Act for any assessment year commencing prior to the 1st day of April, 19
orinrespect of which the company is entitled to a deduction under section 80J for
assessment year commencing on the 1st day of April, 1968, or for any subseq
assessmentyear:
Providedthat no deduction under this section shall be allowed in respect of any inco
by way of dividends which is attributable to the profits and gains derived by the compe
from an industrial undertaking which begins to manufacture or produce articles ol
operate its cold storage plant or plants after the 31stday of March, 1976, orfrom a:
which is first brought into use after that date or from the business of a hotel which st:
functioning after that date.”

. Substituted by the Finance Act, 1970, w.e.f. 1-4-1971. Original section was insertec

the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968 and was later on substituted by

Finance Act, 1968, w.e.f. 1-4-1969.

Sealso Press Note, dated 30-3-1982, issued by Press Information Bureau, Circular

243, dated 22-6-1978, Circular No. 406, dated 15-1-1985, Circular No. 64, dated 2¢

1971 and Circular No. 687, dated 19-8-1994. For details and for relevant caseaws

Taxmann’s Master Guide to Income-tax Act.

Substituted for “Where the gross total income of an assessee includes any income by

of—" by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972.

Word “or” omitted by the Finance Act, 1994, w.r.e.f. 1-4-1968.

Omitted,ibid. Prior to its omission, clause)( as amended by the Taxation Laws

(Amendment) Act, 1984, w.r.e.f. 1-4-1972, read as under:

“(c) anassociation of persons or a body of individuals consisting, in either case, o
of husband and wife governed by the system of community of property in force
the Union territories of Dadra and Nagar Haveli and Goa, Daman and Diu,”

*Word “dividends” should be omitted in view of omission of clausglfy the Finance Act,
1997, w.e.f. 1-4-1998.
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includes any income by way of—|]

(i) interest on any security of the Central Government or a Ste
Government{***];

¥[(ia) interest on National Savings Certificates (VI Issue) or Nation:
Savings Certificates (VIl Issue) or National Savings Certificates (VI
Issue) issued under the Government Savings Certificates Act, 1¢
(46 of 1959);]

18[(ii) interest on such debentures, issued by any institution or authority
any public sector company, or any co-operative society (including
co-operative land mortgage bank or a co-operative land develc
ment bank), as the Central Government may, by notificdtiotine
Official Gazette, specify in this behalf;

18[***]]

19 (iia) interest on deposits under such National Deposit Scheme as ma
framed by the Central Government and notified by it in this behalf
the Official Gazette;]

(iii) intereston deposits under &fpther] scheme framed by the Central
Government and notifiétby it in this behalf in the Official Gazette;

2[(iiia) intereston deposits underthe Post Office (Monthly Income Accout

Rules, 1987;]

14.

15.

16.
17.

18.

19.

20.
21.
22.

“(notbeing interest payable under section 280D in respect of any annuity depositm

under Chapter XXII-A)” omitted by the Finance Act, 1988, w.e.f. 1-4-1988.

Substituted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992. Prior to substitution s

clausei@), as inserted by the Direct Tax Laws (Second Amendment) Act, 1989, w.r.€

1-4-1984, read as under:

“(ia) intereston National Savings Certificates (VI Issue) and National Savings Cert
icates (Vll Issue) issued underthe Government Savings Certificates Act, 1959
of 1959);”

Substituted by the Finance Act, 1986, w.e.f. 1-4-1987.

For complete list of notified debentures, bonds or institutisesl axmann’s Master

Guide to Income-tax Act.

Explanatioromitted by the Finance Act, 1987, w.e.f. 1-4-1987. Omibeplanation,

which was part of clause), as substituted by the Finance Act, 1986, w.e.f. 1-4-1987, rec

asunder:

‘Explanation—For the purposes of this clause, “public sector company” means a

corporation established by or under any Central, State or Provincial Act or a Governn

company as defined in section 617 of the Companies Act, 1956 (1 of 1956);’

Inserted by the Finance Act, 1984, w.e.f. 1-4-1985.

For National Deposits Scheme, refer Taxmann’s Direct Taxes Circulars, 1999 edn., Vc

pp.1.1381-1.1391. Ithas since been discontinued on and from 1-videé?8atification No.

F.4(13) W & M/87, dated 31-3-1983eelaxmann’s Master Guide to Income-tax Act.

Inserted by the Finance Act, 1984, w.e.f. 1-4-1985.

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

Inserted by the Finance Act, 1988, w.e.f. 1-4-1989.
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(|V) 23[* * *]

23{(v) income received in respect of units from the Unit Trust of Indi
established under the Unit Trust of India Act, 1963 (52 of 1963)

24(va) income received in respect of units of a Mutual Fund specified unc
clause R3D) of section 10]

(vi) interest on deposits with a banking company to which the Bankil
Regulation Act, 1949 (10 of 1949), applies (including any bank c
banking institution referred to in section 51 of that Act) or a cc
operative society engaged in carrying on the business of banki
(including a co-operative land mortgage bank or a co-operative la
development bank¥$[***]

2§[(via) intereston deposits with any such bank, not being a banking comp
or a co-operative society referred to in clavgekut being a bank
established by or under any law made by Parliament, as may
approved by the Central Government for the purposes of this claus

27[(vii) interest on deposits with a financial corporation which is engaged
providing long-term finance for industrial development in Indic
28[***]:

Provided that the corporatiofi[***] is for the time being approved
by the Central Government for the purposes of clatisg ¢f sub-
section (1) of section 36;]

39[(viia) intereston deposits with any authority constituted in India by or und
any law enacted either for the purpose of dealing with and satisfyi
the need for housing accommodation or for the purpose of plannir
development or improvement of cities, towns and villages, or fc
both;]

3(viii) interest on deposits with a co-operative society, not being a ¢
operative society referred to in claus®,(made by a member of the
society;*3or]

3 (ix) dividends from any co-operative society;]

23. Clause {v) omitted by the Finance Act, 1997, w.e.f. 1-4-199@8or to its omission,
clauseiv) read as under:

“(iv) dividends from any Indian company;”

23a.Clausesy) and {a) shall be omitted by the Finance Act, 1999, wk-4-2000.

24. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988.

25. “or” omitted by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972.

26. Inserted by the Finance Act, 1983, w.e.f. 1-4-1984.

For the banks notified under this clausseTaxmann’s Master Guide to Income-tax Act.

27. Substituted by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981.

28. “orwith a publiccompany formed and registered in India with the main object of carryi
on the business of providing long-term finance for construction or purchase of house
India for residential purposes” omitted by the Finance Act, 1988, w.e.f. 1-4-1989.

29. “or, asthe case may be, the company” omititeid,

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

31. Inserted by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972.

32. Inserted by the Finance Act, 1972, w.e.f. 1-4-1973.

33. Insertedibid.
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3[(x) interest on deposits wiff[* * *] any public company formed and
registered in India with the main object of carrying on the business
providing long-term finance for construction or purchase of hous
in India for residential purposes:

3q{Provided that the company is for the time being approved by tt
Central Government for the purpose of clausi)(of sub-section
(1) of section 36]

there shall, in accordance with and subject to the provisions of this section
allowed, in computing the total income of the assessee, a deduction as spec
hereunder, namely :(—

3¢[(1)] in a case where the amount of such income does not exceed in
aggregaté&[twelve] thousand rupees, the whole of such amount; ar

3¢[(2)] in any other casé[twelve] thousand rupees :

[ Providedthat where any income referred téqalause ()] *°1, clause ¢) or
clause ya)] remains unallowed after the deduction under the foregoing pro
sion of this section, there shall be allowed in computing the total income of
assessee, an additional deduction of an amount equal to so much of such in
as has remained unallowed; so, however, that the amount of such additi
deduction shall not exceed three thousand rupees.]

40[***]

41[***]

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

35. Words “,or dividend received from,” omitted by the Finance Act, 1997, w.e.
1-4-1998.

35a.Proviso to clause shall be omitted by the Finance Act, 1999, wl4-2000.

36. Substituted for “4)” and “(b)”, respectively, by the Finance Act, 1982, w.e.f. 1-4-1983.

37. Substituted for “thirteen” by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997. Earlit
“thirteen” was substituted for “ten” by the Finance Act, 1995, w.e.f. 1-4-1996, “ter
was substituted for “seven” by the Finance Act, 1993, w.e.f. 1-4-1994, “seven” w
substituted for “four” by the Finance Act, 1983, w.e.f. 1-4-1984 and “four” wa
substituted for “three” by the Finance Act, 1982, w.e.f. 1-4-1983.

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

39. Substituted for “clauseW)” by the Finance Act, 1997, w.e.f. 1-4-1998.

39a.Words*“, clause\) or clause\a)” shall be omitted by the Finance Act, 1999, wle4-2000.

40. Proviso omitted by the Finance Act, 1983, w.e.f. 1-4-1984. The original proviso w
inserted by the Finance Act, 1982, w.e.f. 1-4-1983.

41. Omitted by the Finance Act, 1992, w.e.f. 1-4-1993. Prior to omission, existing firsta
second provisos as inserted by the Finance Act, 1984, w.e.f. 1-4-1985 and I
substituted by the Finance Act, 1988, w.e.f. 1-4-1989, read as under:
“Providedthat where the gross total income of the assessee includes any income by
of interest on any deposits referred to in clauisg,(or income in respect of units
referred toin claus@)or clauseya), orincome by way of interest or dividend referred
to in clauseX), there shall be allowed in computing the total income of the assesse«
further deduction of an amount equal to so much of such income as has notbeen allc
by way of deduction under the foregoing provisions of this sub-section; so, however, 1
the amount of such further deduction shall not exceed three thousand rupees:
Provided further that where any income by way of interest on any deposits referred
in clauseifa) or any dividends referred to in clausé femains unallowed after the
deduction under the foregoing provisions of this section, there shall be allowec
computing the total income of the assessee, an additional deduction of an amount €
to so much of such income as has remained unallowed; so, however, that the amou
such additional deduction shall not exceed three thousand rupees.”
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“[Explanation—For the purposes of this sub-section, the expression “securi
means a Government secutitys defined in clausg)of section 2 of the Public
Debt Act, 1944 (18 of 1944).]

(2) 44[***]

4[(3) For the removal of doubts, it is hereby declared that where the inco
referred to in sub-section (1) is derived from any asset held by, or on behal
afirm, an association of persons or a body of individuals, no deduction shal
allowed under the said sub-section in respect of such income in computing
total income of any partner of the firm or any member of the association
body.]

Deduction in respect of certain inter-corporate dividends.

80M. “4Omitted by the Finance Act, 1997, w.e.f. 1-4-1P98

42. Inserted by the Finance Act, 1990, w.e.f. 1-4-1990.

43. Clause R) of section 2 of the Public Debt Act, 1944, defines “Government security” &
follows:

‘(2) “Governmentsecurity” means—

(a) asecurity, created and issued, whether before or after the commenceme
this Act, by the Central Government for the purpose of raising a public loa
and having one of the following forms, namely:—

(i) stocktransferable by registration in the books of the Bank; or
(ii) apromissory note payable to order; or
(iii) abearer bond payable to bearer; or
(iv) aform prescribed in this behalf;

(b) any other security created and issued by the Central Governmentin such f
and for such of the purposes of this Act as may be prescribed;’

44. Omitted by the Finance Act, 1986, w.e.f. 1-4-1987. Prior to its omission, sub-section

stood as under:
“(2) In acase where the assessee is entitled also to the deduction under section 8!
relation to the whole or any part of the income by way of dividends referred to in clat
(iv) of sub-section (1), only so much of such income by way of dividends as may rem
after the deduction under section 80K shall be taken into account for the purpos
allowing the deduction under sub-section (1).”

45. Inserted by the Taxation Laws (Amendment) Act, 1984, with retrospective effect frc
1-4-1976.

46. Priortoits omission, section 80M, as substituted by the Finance Act, 1990, w.e.f. 1
1991, and further amended by the Finance Act, 1993, w.e.f. 1-4-1994, read as un
‘T80M. Deduction in respect of certain inter-corporate dividend4d.}Where the gross
total income of a domestic company, in any previous year, includes any income by \
of dividends from another domestic company, there shall, in accordance with and sut
to the provisions of this section, be allowed, in computing the total income of su
domestic company, a deduction of an amount equal to,—

(i) inthe case of ascheduled bank or a public financial institution or a State financ
corporation or a State industrial investment corporation or a company registe

under section 25 of the Companies Act, 1956 (1 of 1956), sixty per cent of t

income by way of dividends from another domestic company;

(i) inthe case of any other domestic company, so much of the amount ofincome
way of dividends from another domestic company as does not exceed the amc

of dividend distributed by the first-mentioned domestic company on or before t

due date :

(Contd. on p. 1.429)
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Deduction in the case of an Indian company in respect of royalties, etc., received
from any concern in India.

4780MM. [Omitted by the Finance Act, 1983, w.e.f. 1-4-1984. Original section w.

inserted by the Finance Act, 1969, w.e.f. 1-4-1970.

(Contd. from p. 1.428)

47.

Providedthat where any domestic company receives any income by way of divide
from the units of the Unit Trust of India established under the Unit Trust of India Ac
1963 (52 0f 1963), such domestic company shall, subject to the aforesaid provisions
eligible for deduction to the extent of—
(a) four-fifth of suchincomeinrespectofthe previousyearrelevantto the assessn
year commencing on the 1stday of April, 1994;
(b) two-fifth of suchincome inrespect of the previous year relevant to the assessir
year commencing on the 1stday of April, 1995,
and no deduction shall be allowed on such income in respect of the previous year rele
to the assessment year commencing on the 1stday of April, 1996 and any subsec
previousyear.
(2) Where any deduction, in respect of the amount of dividend distributed by t
domestic company, has been allowed under clégg$ $ub-section (1) in any previous
year, no deduction shall be allowed in respect of such amount in any other previousy
(3) Where the dividend distributed is in respect of any period comprised in the previc
year ending on the 31stday of March, 1990, no deduction shall be allowed in respe
suchdividend.
Explanation.—For the purposes of this section, the expressions—
(i) “scheduled bank” means the State Bank of India constituted under the State B
of India Act, 1955 (23 of 1955), a subsidiary bank as defined in the State Bank
India (Subsidiary Banks) Act, 1959 (38 of 1959), a corresponding new bal
constituted under section 3 of the Banking Companies (Acquisition and Trans
of Undertakings) Act, 1970 (5 of 1970), or under section 3 of the Bankin
Companies (Acquisition and Transfer of Undertakings) Act, 1980 (40 of 1980),
any other bankincluded in the Second Schedule to the Reserve Bank of India
1934 (2 0f 1934), and which is a domestic company;
(iil) “public financial institution” shall have the meaning assigned toitin section 4.
of Companies Act, 1956 (1 of 1956);
(iii) “State financial corporation” and “State industrial investment corporation” she
have the same meanings asin section 43B;
(iv) “due date” means the date for furnishing the return of income under sub-sect
(1) of section 139"’
Original section 80M was introduced in place of section 85A (inserted by the Finance /
1965, w.e.f. 1-4-1965) by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968. Section 80
which has earlier undergone several amendments by the Finance Act, 1968, w.e.f. 1-4-:
Finance Act, 1970, w.e.f. 1-4-1971, Finance (No. 2) Act, 1971, w.e.f. 1-4-1972, Finance /
1975,w.e.f. 1-4-1976, Finance Act, 1976, w.e.f. 1-4-1977, Finance Act, 1981, w.e.f. 1
1982, Finance Act, 1982, w.e.f. 1-4-1983, Finance Act, 1984, w.e.f. 1-4-1985 and Fina
Act, 1986, w.e.f. 1-4-1987.
tSeealso Circular No. 58, dated 15-4-1971.
Priortoits omission, section 80MM was amended by the Finance Act, 1970, w.e.f. 1-4-1¢
the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972 and the Finance Act, 1974]1wA€1D75.
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Deduction in respect of dividends received from certain foreign companies.

4880N. [Omitted by the Finance Act, 1985, w.e.f. 1-4-1986. This topic w

originally dealt with by section 85B which was inserted by the Finan
Act, 1966, w.e.f. 1-4-1966. Present section 80N was inserted in place of sec
85B which was deleted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968

49*°Deduction in respect of royalties, etc., from certain foreign enterprises.

5180-0.%Where the gross total income of an assessee, being an Inc
company®jor a person (other than a company) who is resident

India]], includes{any income received by the assessee from the Governm
of a foreign State or foreign enterprise in consideration for the use outside Ir
of any patent, invention, design or registered trade m#tkj] 59and such
income is received in convertible foreign exchange in India, or having be
received in convertible foreign exchange outside India, or having been conv
ed into convertible foreign exchange outside India, is brought into India, by
on behalf of the assessee in accordance with any law for the time being in f
for regulating payments and dealings in foreign exchange, there shall
allowed, in accordance with and subject to the provisions of this sectior
deduction of an amount equal to fifty per cent of the income so received in
brought into, India, in computing the total income of the assessee]:

48. Omitted section was amended by the Finance Act, 1968, w.e.f. 1-4-1969, the Fina
(No. 2) Act, 1971, w.e.f. 1-4-1972, the Finance Act, 1974, w.r.e.f. 1-4-1969/w.e.f. 1-
1975 and the Finance Act, 1984, w.e.f. 1-4-1985.

49. Substituted by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972. This topic was origina
dealt with by section 85C which was inserted by the Finance Act, 1966, w.e.f. 1-4-19
Section 80-O was inserted, in place of section 85C which was deleted, by the Fina
(No. 2) Act, 1967, w.e.f. 1-4-1968. Section 80-O was later on amended by the Fina
Act, 1968, w.e.f. 1-4-1969.

50. Sealso Circular No. 253, dated 30-4-1979, Circular No. 533, dated 27-3-1989, Circu
No. 575, dated 31-8-1990, Circular No. 700, dated 23-3-1995 and Circular No. 731, ds
20-12-1995. For detailseeTaxmann’s Master Guide to Income-tax Act.

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

52. Substituted for “(1) Where the gross total income of an assessee, being an In¢
company or a person (other than a company) who isresidentin India,” by the Fina
Act, 1974, w.e.f. 1-4-1975.

53. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.

54. Substituted for the portion beginning with the words “any income by way of royalty” ar
ending with the words “outside Indiato such Government or enterprise by the asses:
by the Finance Act, 1997, w.e.f. 1-4-1988&rlier the quoted portion was amended by
the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.

55. Words “under an agreement approved in this behalf by the Chief Commissioner or
Director General;” omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-F#®Her
these words were substituted for “under an agreement approved by the Board in
behalf” by the Finance Act, 1988, w.e.f. 1-4-1989.

56. Substituted for “and such income isreceived in convertible foreign exchange in Inc
there shall be allowed, in accordance with and subject to the provisions of this sect
a deduction of an amount equal to fifty per cent of the income so received in Indie
computing the total income of the assessee” (as it stood after the amendment mac
the Finance Act, 1987) by the Finance Act, 1988, w.e.f. 1-4-1988. Earlier, this porti
of the section was amended by the Finance Act, 1974, with retrospective effect fror
4-1972 and later on by the Finance Act, 1984, w.e.f. 1-4-1985.
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5 7[***]

S Provided *9***] that such income is received in India within a period of six
months from the end of the previous yeafarithin such further period as the
competent authority may allow in this behdlf

%fProvided further that no deduction under this section shall be allowe
unless the assessee furnishes a certificate, in the prescribed form, along
the return of income, certifying that the deduction has been correctly clairr
in accordance with the provisions of this secfjion.

S2[Explanation—For the purposes of this section,—

(i) “convertible foreign exchange” means foreign exchange whichis f
the time being treated by the Reserve Bank of India as convertil
foreign exchange for the purposes of the law for the time being
force for regulating payments and dealings in foreign exchange;

83[(ii) “foreign enterprise” means a person who is a non-resident;]]

84[(iii) servicesrendered oragreedto berendered outside India shall incl
services rendered from India but shall not include services rende
inIndia;]

57.

58.
59.
60.

61.
62.

63.

64.

Omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992. Prior to omission, tl
provisos as substituted by the Finance Act, 1988, w.e.f. 1-4-1989, read as under:
“Provided that the application for the approval of the agreement referred to in tt
section is made to the Chief Commissioner or, as the case may be, the Director Gel
in the prescribed form and verified in the prescribed manner before thelst day of Octc
of the assessmentyearinrelation to which the approvalis first sought:
Provided further that the approval of the Chief Commissioner or, as the case may |
the Director General shall not be necessary in the case of any such agreement whic
been approved for the purposes of the deduction under this section by the Cer
Government before the 1stday of April, 1972 or by the Board before the 1stday of Ar
1989, and every application for such approval of any such agreement pending with
Board immediately before the 1stday of April, 1989, shall stand transferred to the Ct
Commissioner or the Director General for disposal.”
Inserted by the Finance Act, 1987, w.e.f. 1-4-1988.
Word “also” omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.
Substituted for the portion beginning with the words “where the Chief Commissione
and ending with the words “may allow in this behalf” by the Finance Act, 1999, w.e
1-6-1999Prior to its substitution the said portion, as amended by the Direct Tax La
(Amendment) Act, 1987, w.e.f. 1-4-1988, read as under :
“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recor
in writing) that the assessee is, for reasons beyond his control, unable to do so withir
said period of six months, within such further period as the Chief Commissioner
Commissioner may allow in this behalf”
Inserted by the Finance Act, 1999, w.&:6-1999.
Substituted for followingxplanationwhich was earlier inserted by the Finance Act, 1974
with retrospective effectfrom 1-4-1972, by the Finance Act, 1985, w.e.f. 1-4-1986:
“Explanation—The provisions of thExplanationto section 80N shall apply for the
purposes of this section as they apply for the purposes of that section.”
Substituted for the following clausie)(by the Finance Act, 1987, w.e.f. 1-4-1988:
“(ii) anyincome used by the assessee outside India in the manner permitted by
Reserve Bank of India shall be deemed to have been brought into India
accordance with the law for the time being in force for regulating payments a
dealings in foreign exchange, on the date on which such permissionis given
Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992.
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849 (iv) “competent authority” means the Reserve Bank of India or such othi
authority as is authorised under any law for the time being in force fc
regulating payments and dealings in foreign exchgnge.

(2) 65[***]]
S Deduction in respect of income of co-operative societies.
780P. (1) Where, in the case of an assessee being a co-operative society
gross total income includes any income referred to in sub-section (
there shall be deducted, in accordance with and subject to the provisions of
section, the sums specified in sub-section (2), in computing the total incom
the assessee.
(2) The sums referred to in sub-section (1) shall be the following, namely:-
(a) in the case of a co-operative society engaged in—
(i) carrying on the business of banking or providing credit facilitie
to its members, or
(ii) a cottage industry, or
58 (iii) the marketing of agricultural produce grown by its membets, o
(iv) the purchase of agricultural implements, seeds, livestock
other articles intended for agriculture for the purpose of suppl
ing them to its members, or
(v) the processing, without the aid of power, of the agriculture
produce of its member¥[or]
89[(vi) the collective disposal of the labour of its members, or
(vii) fishing or allied activities, that is to say, the catching, curinc
processing, preserving, storing or marketing of fish or th
purchase of materials and equipmentin connection therewith:
the purpose of supplying them to its members,]
the whole of the amount of profits and gains of business attributal
to any one or more of such activities:
[Provided that in the case of a co-operative society falling under sul
clause Yi), or sub-clausev(i), the rules and bye-laws of ttsociety

64a.lnserted by the Finance Act, 1999, w.&:6-1999.

65. Omitted by the Finance Act, 1974, w.e.f. 1-4-1975.

66. Insertedin place of section 81, which was deleted, by the Finance (No. 2) Act, 1967, w
1-4-1968.

67. Sealso Circular No. 319, dated 11-1-1982 and Circular No. 722, dated 19-9-1995.
details seeTaxmann’s Master Guide to Income-tax Act.
For relevant case lawseeTaxmann’s Master Guide to Income-tax Act.

68. Substituted by the Income-tax (Second Amendment) Act, 1999, wlr4&1968.Prior
to its substitution, sub-clausé }, as inserted by the Finance (No. 2) Act, 1967, w.e.f
1-4-1968, read as under :

“(iii) the marketing of the agricultural produce of its members, or”
69. Inserted by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972.
70. Insertedibid.
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restrict the voting rights to the following classes of its member

namely:—

(1) theindividuals who contribute their labour or, as the case may |
carry on the fishing or allied activities;

(2) the co-operative credit societies which provide financial assi
tance to the society;

(3) the State Government;]

in the case of a co-operative society, being a primary society enga

in supplying milk, oilseeds, fruits or vegetables raised or grown by

members to—

(i) a federal co-operative society, being a society engaged in t
business of supplying milk, oilseeds, fruits, or vegetables, as t
case may be; or

(ii) the Government or a local authority; or

(iii) a Government compaftyas defined in section 617 of the
Companies Act, 1956 (1 of 1956), or a corporation establish
by or under a Central, State or Provincial Act (being a compal
or corporation engaged in supplying milk, oilseeds, fruits c
vegetables, as the case may be, to the public),

the whole of the amount of profits and gains of such business;]

in the case of a co-operative society engaged in activities other tt

those specified in clausa) Or clauself) (either independently of, or

in addition to, all or any of the activities so specified), so much ofi

profits and gains attributable to such activiti€§dees not exceed,—

(i) where such co-operative society is a consumers’ co-operatsi
society,”fone hundrefithousand rupees; and

(ii) in any other casé&[fifty] thousand rupees.

Explanation—In this clause, “consumers’ co-operative society’
means a society for the benefit of the consumers;]

in respect of any income by way of interest or dividends derived |
the co-operative society from its investments with any other c
operative society, the whole of such income;

inrespectof any income derived by the co-operative society from t
letting of godowns or warehouses for storage, processing or facilit
ing the marketing of commodities, the whole of such income;

in the case of a co-operative society, not being a housing society or
urban consumers’ society or a society carrying on transport busin

71.
72.
73.

74.
75.

Substituted by the Finance Act, 1983, w.e.f. 1-4-1984. Earlier it was substituted by
Finance Act, 1978, w.e.f. 1-4-1979.

For definition of “Government compangéefootnote 18 on p. 1.1#&nte.

Substituted for “does not excewaenty thousand rupeesy the Finance Act, 1979,
w.e.f. 1-4-1980. Italicised words were substituted for “fifteen thousand” by the Finan
Act, 1969, w.e.f. 1-4-1970.

Substituted for “forty” by the Finance (No. 2) Act, 1998, w.£-#1-1999.
Substituted for “twenty”ibid.
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or a society engaged in the performance of any manufacturi
operations with the aid of power, where the gross total income dc
not exceed twenty thousand rupees, the amount of any income by
of interest on securitieq***] or any income from house property
chargeable under section 22.
Explanation—For the purposes of this section, an “urban consumers’ c
operative society” means a society for the benefit of the consumers within
limits of a municipal corporation, municipality, municipal committee, notifie
area committee, town area or cantonment.
(3) In a case where the assessee is entitled also to the deductioff[tirifer
f[section 80HH]"9[or section 80HHA]®*[or section 80HHBFYor section
80HHC]®or section 8B0HHDj}[or section 80-IF4or section 80-1A] or section
8580J 8e[* * *] 8&M***] the deduction under sub-section (1) of this sec-
tion, in relation to the sums specified in clawmeof clauself) or claused) of
sub-section (2), shall be allowed with reference to the income, if any, as refe
to in those clauses included in the gross total income as reduced by
deductions undef***] 89section 80HH,]*[section 80HHA,]®|section
80HHB,] *Jsection 80HHC,}¥section 80HHD,P{section 80-I,Fsection 80-1A,]
%[*"[section 80% and section 80JJ]].]

76. “chargeable under section 18” omitted by the Finance Act, 1988, w.e.f. 1-4-1989.
77. “section 80H or’ omitted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-197
78. Inserted by the Direct Taxes (Amendment) Act, 1974, w.e.f. 1-4-1974.

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

80. Inserted by the Finance Act, 1982, w.e.f. 1-4-1983.

81. Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.

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

83. Inserted by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981.

84. Inserted by the Finance Act, 1993, w.r.e.f. 1-4-1991.

85. Section 80J has now been omitted by the Finance (No. 2) Act, 1996, w.r.e.f. 1-4-1¢

86. Words “or section 80JJ” omitted by the Finance Act, 1997, w.e.f. 1-4-Ea9Ber the
quoted words were inserted by the Finance Act, 1975, w.e.f. 1-4-1976 and late
omitted by the Finance Act, 1985, w.e.f. 1-4-1986 and again inserted by the Finance.
1989, w.e.f. 1-4-1990.

87. “or section 80JJA”, which expression was earlier inserted by the Finance Act, 19
w.e.f. 1-4-1980, omitted by the Finance Act, 1983, w.e.f. 1-4-1984.

88. “section 80H,” omitted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-4-197

89. Inserted by the Direct Taxes (Amendment) Act, 1974, w.e.f. 1-4-1974.

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

91. Inserted by the Finance Act, 1982, w.e.f. 1-4-1983.

92. Inserted by the Finance Act, 1983, w.e.f. 1-4-1983.

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

94. Inserted by the Finance Act, 1981, w.e.f. 1-4-1981.

95. Inserted by the Finance Act, 1993, w.r.e.f. 1-4-1991.

96. Substituted for “section 80J and section 80JJ” by the Finance Act, 1985, w.e.f. 1-4-1¢
Earlier, “section 80J and section 80JJ” was substituted for “section 80J, section 80J.
section 80JJA” by the Finance Act, 1983, w.e.f. 1-4-1984, “section 80J, section 80JJ
section 80JJA” substituted for “section 80J and section 80JJ” by the Finance Act, 1€
w.e.f. 1-4-1980 and “sections 80J and 80JJ” substituted for “and section 80J” by
Finance Act, 1975, w.e.f. 1-4-1976.

97. Substituted for “and section 80J” by the Finance Act, 1989, w.e.f. 1-4-1990.
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( 4) 98[***]

9 Deduction in respect of profits and gains from the business of publication of
books.

180Q. (1) Where in the case of an assessee the gross total income of
previous year relevant to the assessment year commencing on the 1s
of April, 1992, or to any one of the four assessment years next following t
assessment year, includes any profits and gains derived from a business c:
on in India of printing and publication of books or publication of books, the
shall, in accordance with and subjectto the provisions of this section, be allow
in computing the total income of the assessee, a deduction from such profits
gains of an amount equal to twenty per cent thereof.
(2) In a case where the assessee is entitled also to the deduction under s¢
80HH or section 80OHHA or section 80HHC or section 80-I or section 80-1A
section 80% or section 80P, in relation to any part of the profits and gait
referred to in sub-section (1), the deduction under sub-section (1) shall
allowed with reference to such profits and gains included in the gross tc
income as reduced by the deductions under section 80HH, section 80H|
section 80O0HHC, section 80-I, section 80-IA, section 80J1 and section 80P

(3) For the purposes of this section, “books” shall not include newspapé
journals, magazines, diaries, brochures, tracts, pamphlets and other pub
tions of a similar nature by whatever name called.]

Deduction in respect of profits and gains from the business of publication
of books.

280QQ. [Omitted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-19¢

Original section was inserted by the Taxation Laws (Amendment) A
1970, w.e.f. 1-4-197]1.

S[Deduction in respect of professional income of authors of text books in

Indian languages.

80QQA.(1) Where, in the case of an individual resident in India, being
author, the gross total income of the previous year relevant to |

assessment yegcommencing on—

98. Omitted by the Finance Act, 1969, w.e.f. 1-4-1970.

99. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992. Earlier section 80Q w
omitted by the Finance Act, 1972, w.e.f. 1-4-1973. Originally, itwas inserted in pla
of section 82 which was deleted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968

1. Sealso Circular No. 706, dated 26-6-1995, as corrected by Circular No. 746, da
26-7-1996. For detailseeTaxmann’s Master Guide to Income-tax Act.

For relevant case lawseeTaxmann’s Master Guide to Income-tax Act.
la. Section 80J has now been omitted by the Finance (No. 2) Act, 1996, w.r.e.f. 1-4-1¢

2. Priortoits omission, section 80QQ, was amended by the Direct Taxes (Amendment)
1974,w.e.f. 1-4-1974, Finance Act, 1975, w.e.f. 1-4-1975, Taxation Laws (Amendment) /
1975, w.e.f. 1-4-1976, Finance (No. 2) Act, 1977, w.e.f. 1-4-1978, Finance Act, 1979, w.
1-4-1980 and Finance Act, 1981, w.e.f. 1-4-1981.

3. Inserted by the Finance Act, 1979, w.e.f. 1-4-1980.

4. Substituted for the words “commencing on the 1st day of April, 1980, or to any one
the nine assessment years next following that assessment year, includes” by the Fir
(No. 2)Act, 1991, w.e.f. 1-4-1992. Earlier word “nine” was substituted for “four” by th
Finance Act, 1985, w.e.f. 1-4-1985.
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(a) the 1stday of April, 1980, or to any one of the nine assessment ye
next following that assessment year; or
(b) the 1stday of April, 1992, or to any one of the four assessment ye
next following that assessment yearr,
includes] any income derived by him in the exercise of his profession on accc
of any lump sum consideration for the assignment or grant of any of |
interests in the copyright of any book, or of royalties or copyright fees (whett
receivable in lump sum or otherwise) in respect of such book, there shall
accordance with and subject to the provisions of this section, be allowed
computing the total income of the assessee, a deduction from such income
amount equal to twenty-five per cent thereof.
(2) No deduction under sub-section (1) shall be allowed unless—

(a) the book is either in the nature of a dictionary, thesaurus
encyclopaedia or is one that has been prescribed or recommende
a text book, or included in the curriculum, by any University, for .
degree or post-graduate course of that University; and

(b) the book is written in any language specified in the Eighth SchedLt
to the Constitutiohor in any such other language as the Centrz:
Government may, by notification in the Official Gazette, specify i
this behalf having regard to the need for promotion of publication
books of the nature referred to in clawéar(that language and other
relevant factors.

Explanation—For the purposes of this section,—

(i) “author” includes a joint author;

(ii) “lump sum”, in regard to royalties or copyright fees, includes a
advance payment on account of such royalties or copyright fe
which is not returnable;

(iii) “University” shall have the same meaning as inERplanationto
clause i) of section 47.]

S[Deduction in respect of remuneration from certain foreign sources in the

case of professors, teachers, etc.

80R.Where the gross total income of an individual who is a citizen of Ind
includes any remuneration received by him outside India from al

University or other educational institution established outside Indfamy other

5. Fortextof Eighth Schedule to the Constitutis@eAppendix One.

6. This topic was dealt with by original section 80F which was inserted by the Finar
(No. 2) Act, 1967, with retrospective effect from 1-4-1966. Section 80R was introduc
in place of section 80F, which was deleted, by the Finance Act, 1967, w.e.f. 1-4-19

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

8. Substituted for “such other association or body established outside India as ma
notified in this behalf by the Central Governmentin the Official Gazette” by the Finan
Act, 1983, w.e.f. 1-4-1984.
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association or body established outside India], for any service rendered by
during his stay outside India in his capacity as a professor, teacher or rese
worker in such University, institution, association or body, there shall |
9[allowed, in computing the total income of the individual, a deduction froi
such remuneration of an amouffequal to seventy-five per cent of such
remuneration, as is brought into India by, or on behalf of, the assesse
convertible foreign exchange within a period of six months from the end of 1
previous year oqwithin such further period as the competent authority ma
allow in this behalf.

Provided that no deduction under this section shall be allowed unless |1
assessee furnishes a certificate, in the prescribedfalong with the return
of income, certifying that the deduction has been correctly claimed in acc
dance with the provisions of this section.]]

12[***]

124 Explanation—For the purposes of this section, the expression “compete
authority” means the Reserve Bank of India or such other authority as is authoris

9. Substituted for the words “allowed a deduction from such remuneration of an amo!
equal to fifty per cent thereof, in computing the total income of the individual:” by tr
Finance Act, 1990, w.e.f. 1-4-1991.

10. Substituted for the portion beginning with the words “equal to” and ending with ti
words “whicheveris higher” by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997. Prior
substitution, the quoted portion, as amended by the Finance Act, 1990, w.e.f. 1-4-1!
read as under :

“equal to,—
(i) fifty per cent ofthe remuneration; or
(i) seventy-five per cent of such remuneration asis broughtinto India by, or on bel
of, the assessee in accordance with the Foreign Exchange Regulation Act, 1
(46 0of 1973), and any rules made thereunder,
whichever is higher.”

10a.Substituted for the portion beginning with the words “where the Chief Commissione

and ending with the words “may allow in this behalf” by the Finance Act, 1999, w.e
1-6-1999 Prior to substitution, the said portion read as under :
“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recor
in writing) thatthe assessee is, forreasons beyond his control, unable to do so withir
said period of six months, within such further period as the Chief Commissioner
Commissioner may allow in this behalf”

11. Seerule 29A and Form No. 10H.

12. Omitted by the Finance Act, 1990, w.e.f. 1-4-1991. Prior to its omission, proviso re

asunder:
“Providedthat where the individual renders continuous service outside India in su
University, institution, association or body for a period exceeding thirty-six months, |
deduction under this section shall be allowed in respect of the remuneration for s
service relating to any period after the expiry of the thirty-six months aforesaid.”

12a.lnserted by the Finance Act, 1999, w.&:6-1999.
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under any law for the time being in force for regulating payments and dealir
in foreign exchangg.

Y[Deduction in respect of professional income from foreign sources in
certain cases.

1“80RR. Where the gross total income of an individual resident in India, beil
an author, playwright, artistfmusician, actor or sportsman (includ-
ing an athlete)], includes any income derived by him in the exercise of
profession from the Government of a foreign State or any person not resic
in India, 9there shall be allowed, in computing the total income of th
individual, a deduction from such income of an amé{ejual to seventy-five
per cent of such income, as is brought into India by, or on behalf of, the asse
in convertible foreign exchange within a period of six months from the end
the previous year dr{within such further period as the competent authority
may allow in this behdlf.
Provided that no deduction under this section shall be allowed unless 1
assessee furnishes a certificate, in the prescribed®falong with the return
of income, certifying that the deduction has been correctly claimed in acc
dance with the provisions of this section.]]
184 Explanation—For the purposes of this section, the expression “compete
authority” means the Reserve Bank of India or such other authority as
authorised under any law for the time being in force for regulating paymet
and dealings in foreign exchange.

13. Inserted by the Finance Act, 1969, w.e.f. 1-4-1970.
14. Seealso Circular No. 31, dated 25-10-1969 and Circular No. 675, dated 3-1-1994. |
details seeTaxmann’s Master Guide to Income-tax Act.
15. Substituted for “musician or actor” by the Finance (No. 2) Act, 1980, w.e.f. 1-4-198
16. Substituted for the words “and such income is received in, or broughtinto, India by h
or on his behalf in accordance with the Foreign Exchange Regulation Act, 1947 (7
1947), and any rules made thereunder, there shall be allowed a deduction from s
income of an amount equal to twenty-five per cent of the income so received or brouc
in computing the total income of the individual” by the Finance Act, 1990, w.e.f. 1-4-199
17. Substituted for the portion beginning with the words “equal to” and ending with the wor
“whichever is higher” by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997. Prior to substitutio
the quoted portion, as amended by the Finance Act, 1990, w.e.f. 1-4-1991, read as undc
“equal to,—
(i) fifty per centoftheincome; or
(i) seventy-five per centof suchincome asis broughtinto India by, or on behalf
the assessee in accordance with the Foreign Exchange Regulation Act, 1972
of 1973), and any rules made thereunder,
whichever is higher.”
17a.Substituted for the portion beginning with the words “where the Chief Commissione
and ending with the words “may allow in this behalf” by the Finance Act, 1999, w.e
1-6-1999 Prior to substitution, the said portion read as under :
“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recor
in writing) that the assessee is, forreasons beyond his control, unable to do so withir
said period of six months, within such further period as the Chief Commissioner
Commissioner may allow in this behalf”
18. Seeaule 29A and Form No. 10H.
18a.lnserted by the Finance Act, 1999, w.&:6-1999
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19 Deduction in respect of remuneration received for services rendered
outside India.

2080RRA. (1) Where the gross total income of an individual who is a citizen

Indiaincludes any remuneration received by him in foreign curren
from any employer (being a foreign employer or an Indian concern) for a
service rendered by him outside India, there shall, in accordance with
subject to the provisions of this section, be allowed, in computing the tc
income of the individual, a deduction from such remuneratiohan amount
22[equal to seventy-five per cent of such remuneration, as is brought into In
by, or on behalf of, the assessee in convertible foreign exchange within a pe
of six months from the end of the previous yedffwithin such further period
as the competent authority may allow in this bghalf

Provided that no deduction under this sub-section shall be allowed unless
assessee furnishes a certificate, in the prescribed@falong with the return
of income, certifying that the deduction has been correctly claimed in acc
dance with the provisions of this section.]]

24[***]

(2) The deduction under this section shall be allowed—

(i) in the case of an individual who is or was, immediately befol
undertaking such service, in the employment of the Central Gove
ment or any State Government, only if such service is sponsored
the Central Government;

19. Substituted by the Finance (No. 2) Act, 1977, w.e.f. 1-4-1978. Original section w
inserted by the Finance Act, 1975, w.e.f. 1-4-1975.

20. Sealso Circular No. 356, dated 17-3-1983 and Circular No. 705, dated 20-6-1995.
details seeTaxmann’s Master Guide to Income-tax Act.

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

21. Substituted for “of an amount equal to fifty per cent thereof” by the Finance Act, 19¢€
w.e.f. 1-4-1988.

22. Substituted for the portion beginning with the words “equal to” and ending with the wor
“whichever is higher” by the Finance (No. 2) Act, 1996, w.e.f. 1-4-1997. Prior to substitutic
the quoted portion, as amended by the Finance Act, 1987, w.e.f. 1-4-1988, read as ur
“equal to,—

(i) fifty per centofthe remuneration; or
(i) seventy-five per cent of such remuneration asis broughtinto India by, or on bel
of, the assessee in accordance with the Foreign Exchange Regulation Act, 1
(46 0of 1973), and any rules made thereunder,
whichever is higher.”

22a.Substituted for the portion beginning with the words “where the Chief Commissione

and ending with the words “may allow in this behalf” by the Finance Act, 1999, w.e
1-6-1999 Prior to substitution, the portion read as under :
“where the Chief Commissioner or Commissioner is satisfied (for reasons to be recor
in writing) thatthe assessee is, for reasons beyond his control, unable to do so withir
said period of six months, within such further period as the Chief Commissioner
Commissioner may allow in this behalf”

23. Seeule 29A and Form No. 10H.

24. Omitted by the Finance Act, 1990, w.e.f. 1-4-1991. Prior to omission, proviso read as un
“Providedthat where the individual renders continuous service outside India under
for such employer for a period exceeding thirty-six months, no deduction under t
section shall be allowed in respect of the remuneration for such service relating to
period after the expiry of the thirty-six months aforesaid.”
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(ii) inthe case of any other individual, only if he is a technician and tl
terms and conditions of his service outside India are approvedint
behalf by the Central Government or the prescribed authority.

Explanation—For the purposes of this section,—

(a) “foreign currency?®® shall have the meaning assigned to it in th
Foreign Exchange Regulation Act, 1973 (46 of 1973);

(b) “foreign employer” means,—
(i) the Government of a foreign State; or
(ii) aforeign enterprise; or
(iii) any association or body established outside India,;
(c) “technician” means a person having specialised knowledge a
experience in—

(i) constructional or manufacturing operations or mining or th
generation or distribution of electricity or any other form of
power; or

(ii) agriculture, animal husbandry, dairy farming, deep seafishing
ship building; or

(iii) public administration or industrial or business management;
(iv) accountancy; or

(v) any field of natural or applied science (including medical sc
ence) or social science; or

(vi) any other field which the Board may prescffibethis behalf,

who is employed in a capacity in which such specialised knowled
and experience are actually utilised;]

264 (d) “competent authority” means the Reserve Bank of India or suc
other authority as is authorised under any law for the time being
force for regulating payments and dealings in foreign exchange

Deduction in respect of compensation for termination of managing agency,
etc., in the case of assessees other than companies.

2780S.[Omitted by the Finance Act, 1986, w.e.f. 1-4-1987. Original section w
introduced in place of old section 112 by the Finance (No. 2) Act, 19¢
w.e.f. 1-4-1968.

25. Fordefinition of “foreign currency’seefootnote 35 on p. 1.6Gnte.
26. Prescribed fieldsunderrule 11C are as follows:

1. Profession of actuaries;

2. Banking;

3. Insurance;

4. Journalism.

26a.lnserted by the Finance Act, 1999, w.&:6-1999.

27. Omitted section 80S, as amended by the Finance Act, 1973, w.r.e.f. 1-4-1972, stood as U
“80S.Deduction in respect of compensation for termination of managing agency, ef
in the case of assessees other than companWsere the gross total income of an
assessee not being a company includes any income by way of compensation or «
payment which is chargeable as the profits and gains of business or professio
accordance with the provisions of sub-claw®( sub-clausdd) or sub-clausedj of
clause (i) of section 28, there shall be allowed, in computing the total income of tl
assessee, a deduction from such income of an amount equal to twenty-five per
thereof, so, however, that the amount of the deduction under this section shall not, in
case, exceed one hundred thousand rupees.”
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Deduction in respect of long-term capital gains in the case of assessee
other than companies.

2880T.[Omitted by the Finance Act, 1987, w.e.f. 1-4-1988. Original section w

inserted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968 in replac

ment of section 114.

Deduction in respect of winnings from lottery.
280TT. [Omitted by the Finance Act, 1986, w.e.f. 1-4-1987. Original section w

inserted by the Finance Act, 1972, w.e.f. 1-4-1972.

28.

29.

Section 80T, as amended by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972, the Fin:
(No.2)Act, 1974, w.e.f. 1-4-1975, the Finance (No. 2) Act, 1980, w.e.f. 1-4-19Bibzhee
Act, 1982, w.e.f. 1-4-1983 and the Finance Act, 1986, w.e.f. 1-4-1987, stood as under:
‘80T.Deduction in respect of long-term capital gains in the case of assessees othert
companies.-Where the gross total income of an assessee not being a company inclt
any income chargeable under the head “Capital gains” relating to capital assets ©
than short-term capital assets (such income being, hereinafter, referred to as long-
capital gains), there shall be allowed, in computing the total income of the assess:
deduction from such income of an amount equal to,—

(a) inacasewhere the long-term capital gains do not exceed ten thousand rupee:
whole of such long-term capital gains;

(b) inany other case, ten thousand rupees as increased by a sum equal to—

(A) fifty per cent of the amount by which the long-term capital gains relating t
capital assets, being buildings or lands or any rights in buildings or lan
or gold, bullion or jewellery, exceed ten thousand rupees;

(B) sixty per cent of the amount by which the long-term capital gains relatir
to any other capital assets exceed ten thousand rupees:

Providedthat where the long-term capital gains relate to—
(i) buildings orlands or any rights in buildings or lands;
(i) gold, bullion or jewellery; and
(iii) any other capital asset,
or to any two of the categories of capital assets mentioned in the foregoing clauses o
proviso (the assets falling under each clause being treated as a separate categon
deduction of ten thousand rupees referred to in this clause shall be allowed in
following order, namely:—

(1) the deduction shallfirst be allowed againstlong-term capital gains relating to't
assets mentioned in clausg (

(2) next, where the amount of the long-term capital gains relating to the ass
mentioned in clauseé)(is less than ten thousand rupees, a deduction equal to't
amount of the difference between ten thousand rupees and such capital gains
be allowed against the long-term capital gains relating to the assets mentione
clauseii); and

(3) thereafter, the balance, if any, of the said ten thousand rupees shall be allowe
adeduction against the long-term capital gains relating to the assets mentione
clausefji),

and the provisions of sub-claugg é&nd sub-clausa] of this clause shall apply as if
the references to ten thousand rupees therein were references to the amount of dedi
allowed in accordance with clausés,(2) and @) of this proviso.’
Section 80TT, as amended by the Finance (No. 2) Act, 1980, w.e.f. 1-4-1981, stoo
under:

(Contd. on p. 1.442)
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3D.—Other deductions

3 Deduction in the case of permanent physical disability (including blindness).
3280U. *¥n computing the total income of an individual, being a resident, who,

the end of the previous year, is suffering from a permanent physi

disability (including blindness) or is subject to mental retardation, being

(Contd. from p. 1.441)

30.
31.

32.

33.

“80TT.Deduction inrespect of winnings from lottery¥here the gross total income of an
assessee, not being a company, includes any income by way of winnings from any lof
(suchincome being hereafter in this section referred to as winnings), there shall be allo
in computing the totalincome of the assessee, a deduction from the winnings of an am
equal to,—
(&) inacasewherethe winnings do not exceed five thousand rupees, the whole of:
winnings;
(b) inany other case, five thousand rupees asincreased by a sum equal to fifty per
of the amount by which the winnings exceed five thousand rupees.”
Inserted by the Finance Act, 1968, w.e.f. 1-4-1969.
Substituted by the Finance (No. 2) Act, 1991, w.e.f. 1-4-1992. Prior to substitution, sect
80U, as amended by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971, Fing
(No. 2) Act, 1980, w.e.f. 1-4-1981, Finance Act, 1984, w.e.f. 1-4-1985, Finance Act, 19
w.e.f. 1-4-1988, Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1988 and the Finau
Act, 1989, w.e.f. 1-4-1990, read as under:
“80U.Deduction in the case of totally blind or physically handicapped resident persons.
(1) In computing the total income of an individual, being a resident, who, as atthe en
the previous year,—
(i) istotally blind, or
(ii) issubjectto or suffers from a permanent physical disability (other than blindne
being a permanent physical disability specified in the rules made in this behalf by
Board, and which has the effect of reducing substantially his capacity to engage
gainful employment or occupation, or
(iii) issubjectto mental retardation to the extent specified in the rules made in this be
by the Board, and which has the effect of reducing substantially his capacity to eng
in a gainful employment or occupation,
there shall be allowed a deduction of a sum of fifteen thousand rupees:
Providedthat such individual produces before the Assessing Officer, in respectofthe f
assessmentyear for which deduction is claimed under this section,—
(&) inacasereferredtoinclauged certificate asto histotal blindness from aregistere
medical practitioner being an oculist;
(b) inacasereferredtoinclaugg,@ certificate as to the permanent physical disability
referred to in the said clause from a registered medical practitioner; and
(c) inacasereferred to in clausie)( a certificate as to the mental retardation from &
psychiatristworking in a Government hospital.
(2) The Board shall, in making any rules for specifying any disability or mental retardati
for the purposes of claus€)(or clausei(i ), as the case may be, of sub-section (1), hav
regard to the nature of such disability or mental retardation and the effect which s
disability or mental retardation is likely to have on the capacity of a person subject ther
or suffering therefrom, to engage in a gainful employment or occupation.”
Seeaalso Circular No. 653, dated 15-6-1993. For detsglsl axmann’s Master Guide to
Income-tax Act.
Forrelevant case lansgeTaxmann’s Master Guide to Income-tax Act.
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permanent physical disability or mental retardation specified in thé&nuade

in this behalf by the Board, which is certified by a physician, a surgeon, an ocu
or a psychiatrist, as the case may be, working in a Government hospital,
which has the effect of reducing considerably such individual's capacity |
normal work or engaging in a gainful employment or occupation, there shall
allowed a deduction of a sum¥fforty] thousand rupees :

Provided that such individual produces the aforesaid certificate before t
Assessing Officer in respect of the first assessment year for which he cla
deduction under this section :

Provided further that the requirement of producing the aforesaid certifica
from a physician, a surgeon, an oculist or a psychiatrist, as the case ma)
working in a Government hospital shall not apply to an individual who h
already produced a certificate before the Assessing Officer under the provisi
of this section as they stood immediately before the 1st day of April, 1992
Explanation.—or the purposes of this section, the expression “Governme
hospital” shall have the meaning assigned to it irEtki@anation to section
80DD.]

Deduction from gross total income of the parent in certain cases.
80V.3[Omitted by the Finance Act, 1994, w.e.f. 1-4-1P95.

Deduction in respect of expenses incurred in connection with certain
proceedings under the Act.

36a80VV. [Omitted by the Finance Act, 1985, w.e.f. 1-4-1986. Original sectic
was inserted by the Taxation Laws (Amendment) Act, 1975, w.
1-4-1976]

34. Seeule 11D for specified categories of ‘permanent physical disability’.

35. Substituted for “twenty” by the Finance Act, 1995, w.e.f. 1-4-1996.

36. Priorto omission section 80V, as inserted by the Finance Act, 1993, w.e.f. 1-4-19
read as under :
“80V. Deduction from gross total income of the parentin certain caséhere a minor
child, whose income is included in the total income of one of his parents under s
section (1A) of section 64, is suffering from any disability of the nature specified
section 80U, then, in computing the total income of such parent, there shall be allo\
from the gross total income of such parent a deduction of a sum to which such minor c
would have been entitled under section 80U had the total income of such minor ct
been computed separately.”
Earlier existing section 80V was inserted by the Taxation Laws (Amendment) Act, 19
w.e.f. 1-4-1976 and later on omitted by the Finance Act, 1985, w.e.f. 1-4-1986.

36a Omitted section 80VV read as under :
“80VV. Deductioninrespect of expensesincurred in connection with certain procee
ings under the Act.4/ computing the totalincome of an assessee, there shall be allow
by way of deduction any expenditure incurred by him in the previous yearin respec
any proceedings before any income-tax authority or the Appellate Tribunal or any Cc
relating to the determination of any liability under this Act, by way of tax, penalty c
interest:
Providedthat no deduction under this section shall, in any case, exceed in the aggre
five thousand rupees.”
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CHAPTER VI-B

RESTRICTION ON CERTAIN DEDUCTIONS IN
THE CASE OF COMPANIES

[Chapter VI-B consisting of section 80VVA omitted by the Finance Act, 19
w.e.f. 1-4-1988. Original Chapter was inserted by the Finance Act, 1983, w.
1-4-1984 and amended by the Finance Act, 1985, w.e.f. 1-4-1986 and Finc
Act, 1986, w.e.f. 1-4-1997.

CHAPTER VII

INCOMES FORMING PART OF TOTAL INCOME ON WHICH NO
INCOME-TAX IS PAYABLE

81 to 85C. [Omitted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968. Provisior

of sections 81, 82, 83, 84, 85, 85A, 85B and 85C were incorporat
from the same date in sections 80P, 80Q, 10(29), 80J (now omitted), 80K (|
omitted), 80M, 80N (now omitted) and 80-0O, respectijely.

3Share of member of an association of persons or body of individuals in
the income of the association or body.

86. Where the assessee is a member of an association of persons or bo
individuals (other than a company or a co-operative society or a soci

37. Substituted by the Finance Act, 1992, w.e.f. 1-4-1993. Prior to substitution, section 8¢
amended by the Finance Act, 1964, w.e.f. 1-4-1964, the Finance Act, 1965, w.e.f. 1-4-1
the Finance Act, 1968, w.e.f. 1-4-1969, the Finance (No. 2) Act, 1971, w.e.f. 1-4-19
the Finance Act, 1981, w.e.f. 1-4-1981, the Direct Tax Laws (Amendment) Act, 1987, w.
1-4-1989 and the Direct Tax Laws (Amendment) Act, 1989, w.e.f. 1-4-1989, read
under:

“86. Other incomes.-tacome-tax shall not be payable by an assessee in respect of
following—

(O il

@iy [**~

(iii) ifthe assessee is a partner of an unregistered firm (not being an unregistered
assessed as a registered firm under clda)s# §ection 183), any portion of the
assessee’s share in the profits and gains of the firm computed in the manner laid c
in section 67 on which income-taxis payable by the firm;

@v) [***

(v) ifthe assesseeisamember of an association of persons or a body of individuals (i
than a company or a co-operative society or a society registered under the Soci
Registration Act, 1860 (21 of 1860), or under any law corresponding to that Act
force in any part of India), his share in the income of the association or body compt
inthe manner provided in section 67A:

Providedthat,—

(&) where the association or body is chargeable to tax on its total income at
maximum marginal rate or any higher rate, under any of the provisions of ti
Act, the share of a member computed as aforesaid shall notbe included in
totalincome;

(b) inany other case, the share of amember computed as aforesaid shall form
of histotalincome:

(Contd. on p. 1.445)
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registered under the Societies Registration Act, 1860 (21 of 1860), or under
law corresponding to that Actin force in any part of India), income-tax shall r
be payable by the assessee in respect of his share in the income of the asso«
or body computed in the manner provided in section 67A :
Provided that,—
(a) where the association or body is chargeable to tax on its total inco
at the maximum marginal rate or any higher rate under any of t
provisions of this Act, the share of a member computed as afores
shall not be included in his total income;
(b) inany other case, the share of a member computed as aforesaid :
form part of his total income :
Provided further that where no income-tax is chargeable on the total incor
of the association or body, the share of a member computed as aforesaid
be chargeable to tax as part of his total income and nothing contained in
section shall apply to the case.]
Deduction from tax on certain securities.
3886A. [Omitted by the Finance Act, 1988, w.e.f. 1-4-1989. Original section w
inserted by the Finance Act, 1965, w.e.f. 1-4-1965.

CHAPTER VIII
SYREBATES AND RELIEFS]
4JA.—Rebate of income-tax

Rebate to be allowed in computing income-tax.

87.(1) In computing the amount of income-tax on the total income of ¢
assessee with which he is chargeable for any assessment year, there st

(Contd. from p. 1.444)

Provided further that where noincome-tax is chargeable on the totalincome of tl
association or body, the share of amember computed as aforesaid shall be charg
to tax as part of his total income and nothing contained in this section shall appl
the case.”
38. Priortoits omission, section 86A as amended by the Finance Act, 1966, w.e.f. 1-4-1¢
stood as under:
“86A. Deduction from tax on certain securitiedMhere there is included in the total
income of an assessee—
(i) theinterestdue on any security of the Central Governmentissued or declared t
income-tax free, or
(ii) theinterestdue on any security of a State Governmentissued income-tax free
income-tax whereon is payable by the State Government,
the assessee shall be entitled to a deduction from the amount of income-tax with whic
is chargeable on his total income, of an amount equal to the income-tax calculated ol
amount so included atthe average rate ofincome-tax or at the rate of twenty-seven and
per cent, whicheverisless.”
39. Substituted for “Reliefin respect ofincome-tax” by the Finance Act, 1990, w.e.f. 1-4-19¢
Earlier existing heading was amended by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1¢
40. Inserted by the Finance Act, 1990, w.e.f. 1-4-1991.
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