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Explanation—In this section, “tax due on the returned income” means the t
chargeable on the total income declared in the return ofincome furnished by
assessee for the assessment year commencing on the 1st day of April in
diately following the financial year in which the advance tax is piid
payable], as reduced Bjthe amount of tax deductible or collectible at sourc
in accordance with the provisions of Chapter XVII on any income which
subject to such deduction or collection] and which is taken into account
computing such total income.

(2) The provisions of this section shall apply in respect of assessments for
assessment year commencing on the 1st day of April, 1989 and subsec
assessmentyears.]]

CHAPTER XVIII
RELIEF RESPECTING TAX ON DIVIDENDS IN CERTAIN CASES

Relief to shareholders in respect of agricultural income-tax attributable to

dividends.

235. [Omitted by the Finance (No. 2) Act, 1971, w.e.f. 1-4-1972. Prior to |
omission, section was amended by the Taxation Laws (Amendment)

1970, w.e.f. 1-4-1971 and with retrospective effect from 1-4-1962, the Final

Act, 1966, w.e.f. 1-4-1966, and the Finance Act, 1965, w.e.f. 1-4}1965.

(Contd. from p. 1.685)

(a) restricting the amount of deduction under the third proviso to claységub-
section (1) of section 32;
(b) increase inthe rate of surcharge under section 2 of the Finance Act, 1990 (1
1990), as amended by the Taxation Laws (Amendment) Act, 1991,
and the assessee has paid the amount of shortfall,—
(i) whereitisadomesticcompany and—
(1) the casefallsunder clausg,(@s part of the instalment of advance tax which
isimmediately due;
(2) the case fallsunder claug,(on or before the 15th day of November, 1990,
inrespect of the instalment of advance tax due on the 15th day of Septem|
1990;
(il) whereitis notadomestic company and—
(1) the case fallsunder clausg,(@as part of the instalment of advance tax which
isimmediately due;
(2) the case falls under claud®,(as part of the instalment of advance tax due
on or before the 15th day of March, 1991.”
12. Inserted by the Finance Act, 1992, w.r.e.f. 1-4-1989.
13. Substituted for “the amount of tax deductible at source in accordance with the provisi
of Chapter XVII-B on any income which is subject to such deduction” by the Taxatic
Laws (Amendment) Act, 1991, w.e.f. 15-1-1991.
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Relief to company in respect of dividend paid out of past taxed profits.
236.%(1) Where in respect of any previous year relevant to the assessn

year commencing after the 31st day of March, 1960, an Indian comp:c
or a company which has made the prescribed arrangements for the declar
and payment of dividends within India, pays any dividend wholly or partly o
of its profits and gains actually charged to income-tax for any assessment:
ending before the 1st day of April, 1960, and deducts tax therefrom
accordance with the provisions of Chapter XVII-B, credit shall be given to t
company against the income-tax, if any, payable by it on the profits and gain
the previous year during which the dividend is paid, of a sum calculated
accordance with the provisions of sub-section (2), and, where the amour
credit so calculated exceeds the income-tax payable by the company
aforesaid, the excess shall be refunded.
(2) The amount of income-tax to be given as credit under sub-section (1) s
be a sum equal to ten per cent of so much of the dividends referred to in :
section (1) as are paid out of the profits and gains actually charged to inco
tax for any assessment year ending before the 1st day of April, 1960.
Explanation I=—For the purposes of this section, the aggregate of the divider
declared by a company in respect of any previous year shall be deemed fir
have come out of the distributable income of that previous year and the bala
if any, out of the undistributed part of the distributable income of one or mc
previous years immediately preceding that previous year as would be
sufficientto cover the amount of such balance and as has not likewise beent
into account for covering such balance of any other previous year.
Explanation 2—The expression “distributable income of any previous yea
shall mean the total incortif{as computed before making any deduction unde
Chapter VI-A)] assessed for that year as reduced by—

(i) the amount of tax payable by the company in respééitsf total
income;

(ii) the amount of any other tax levied under any law for the time bei
in force on the company by the Government or by a local author
in excess of the amount, if any, which has been allowed in computi
the total income;

7[(iii) any sum with reference to which a deduction is allowable to ti
company under the provisions of section 80G; and]

(iv) inthe case of a banking company, the amount actually transferre«
areserve fund under section 17 of the Banking Companies Act, 1¢
(10 of 1949),

and as increased by—

(a) any profits and gains or receipts of the company, not included in
total income'¥[(as computed before making any deduction unde
Chapter VI-A)]; and

14. Seeaule 27.
15. Inserted by the Finance (No. 2) Act, 1967, w.e.f. 1-4-1968.
16. Substituted for “the saidfbid.
17. Substitutedibid.
18. Insertedibid.
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(b) any amount attributable to any allowance made in computing t
profits and gains of the company for purposes of assessment, wt
the company has not taken into account in its profit and loss accot

9[Relief to certain charitable institutions or funds in respect of certain dividends.

236A. (1) X[Where seventy-five per cent of the share capital of any company
throughout the previous year beneficially held by an institution or fun
established in India for a charitable purpose the income from dividend whereo
exempt under section 11], credit shall be given to the institution or fund against
tax, if any, payable by it, of a sum calculated in accordance with the provisions of s
section (2), in respect of its income from dividends (other than dividends
preference shares) declared or distributed during the previous year relevant to
assessment year beginning on or after the 1st day of AftB66] 2qby such a
company], and where the amount of credit so calculated exceeds the tax, if
payable by the said institution or fund, the excess shall be refunded.
23(2) The amount to be given as credit under sub-section (1) shall be a
which bears to the amount of the tax payable by the company under
provisions of the annual Finance Act with reference to the relevant amoun
distributions of dividends by it the same proportion as the amount of t
dividends (other than dividends on preference shares) received by the institL
or fund from the company bears to the total amount of dividends (other tl
dividends on preference shares) declared or distributed by the company du
the previous year.
Explanation—In sub-section (2) of this section and in section 280ZB, tr
expression “the relevant amount of distributions of dividends” has the mean
assigned to it in the Finance Act of the relevant year.]]

CHAPTER XIX
REFUNDS

Refunds.

24237. If any person satisfies thgAssessing] Officer that the amount of tax
paid by him or on his behalf or treated as paid by him or on his beh

19. Inserted by the Direct Taxes (Amendment) Act, 1964, w.e.f. 1-4-1964.

20. Substituted for “In the case of an institution or fund referred to in claiusef(sub-
section (2) of section 104” by the Finance Act, 1987, w.e.f. 1-4-1988.

21. Substituted for “1964” by the Finance Act, 1966, w.e.f. 1-4-1966.

22. Substituted for “by such a company as isreferred to in the said clause” by the Fina
Act, 1987, w.e.f. 1-4-1988.

23. Substituted by the Finance Act, 1966, w.e.f. 1-4-1966.

24. Sealso Circular No. 23 (LXXII-18), dated 3-8-1962. Letter [F. No. 91/31/64-1TJ], date
9-6-1964, Circular No. 503, dated 6-2-1988, Circular No. 521, dated 17-8-19¢
Circular No. 670, dated 26-10-1993 and Circular No. 773, dated 15-2-1999. For detz:
seeTaxmann’s Master Guide to Income-tax Act.

25. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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for any assessment year exceeds the amount with which he is properly che
able under this Act for that year, he shall be entitled to a refund of the exc

Person entitled to claim refund in certain special cases.

26238. (1) Where the income of one person is included under any provision
this Act in the total income of any other person, the latter alone shall

entitled to a refund under this Chapter in respect of such income.

(2) Where through death, incapacity, insolvency, liquidation or other caust

person is unable to claim or receive any refund due to him, his legal repre:

tative or the trustee or guardian or receiver, as the case may be, shall be en

to claim or receive such refund for the benefit of such person or his estate

Form of claim for refund and limitation.

27239. 28(1) Every claim for refund under this Chapter shall be made in tl
prescribed form and verified in the prescribed manner.

29[(2) No such claim shall be allowed, unless it is made within the peri

specified hereunder, namely :—

(a) where the claim is in respect of income which is assessable for ¢
assessmentyear commencing on or before the 1stday of April, 19
four years from the last day of such assessment year,;

(b) where the claim is in respect of income which is assessable for-
assessment year commencing on the first day of April, 1968, tht
years from the last day of the assessment yeatr;

(c) where the claim is in respect of income which is assessable for ¢
other assessment ye#pne] year from the last day of such assess
ment year.]

Refund on appeal, etc.

240.Where, as aresult of any order passed in appeal or other proceeding u
this Act, refund of any amount becomes due to the assessgé\dbess-

ing] Officer shall, except as otherwise provided in this Act, refund the amol

to the assessee without his having to make any claim in that behalf:

3 Provided that where, by the order aforesaid,—

(a) an assessment is set aside or cancelled and an order of fi
assessment is directed to be made, the refund, if any, shall becc
due only on the making of such fresh assessment;

26. Sealso Circular No. 22(LXXII-17), dated 8-8-1961. For detagsl axmann’s Master
Guide to Income-tax Act.

27. Fororder of the Board under section 119§2¢0ondoning delay in filing application for
refund, refer Taxmann’s Direct Taxes Circulars, 1999 edn., Vol. 3, p. 1.86&lilso
Circular No. 225/208/95-IT(A-Il), dated 26-10-1993.

28. Seeule 41 and Form No. 30 for claim for refund.

29. Substituted by the Finance Act, 1968, w.e.f. 1-4-1968.

30. Substituted for “two” by the Finance Act, 1992, w.e.f. 1-4-1993.

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

32. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.
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(b) the assessment is annulled, the refund shall become due only of
amount, if any, of the tax paid in excess of the tax chargeable on
total income returned by the assessee.]

[Power to withhold refund in certain cases.
241.Where refund of any amount becomes due to the assessee as a res
an order under this Act or under the provisions of sub-section (1) of sect
143 after a return has been made under section 139 or in response to ar
under sub-section (1) of section 142 and the Assessing Officer is of the opin
having regard to the fact that—
(i) a notice has been issued, or is likely to be issued, under sub-sec
(2) of section 143 in respect of the said return; or

(ii) the order is the subject-matter of an appeal or further proceeding
(iii) any other proceeding under this Act is pending,
thatthe grant of the refund is likely to adversely affectthe revenue, the Asses
Officer may, with the previous approval of the Chief Commissioner or Comm
sioner, withhold the refund till such time as the Chief Commissioner
Commissioner may determine.]

Correctness of assessment not to be questioned.

242.In a claim under this Chapter, it shall not be open to the assesse
question the correctness of any assessment or other matter decided v

has become final and conclusive or ask for areview of the same, and the ass

shall not be entitled to any relief on such claim exceptrefund of tax wrongly p:

or paid in excess.

34nterest on delayed refunds.
243.3[(1) If the3f[Assessing] Officer does not grant the refund,—
(a) in any case where the total income of the assessee does not co
solely ofincome from interest on securities or dividends, within thre

months from the end of the month in which the total income
determined under this Act, and

(b) in any other case, within three months from the end of the month
which the claim for refund is made under this Chapter,

33. Substituted by the Direct Tax Laws (Second Amendment) Act, 1989, w.e.f. 1-4-19¢
Earlier section 241, as amended by the Direct Tax Laws (Amendment) Act, 1987, w.
1-4-1988, read as under:

“241.Power to withhold refund in certain casesWhere an order giving rise to arefund
is the subject-matter of an appeal or further proceeding or where any other procee
under this Actis pending, and the Assessing Officer is of the opinion that the gran
the refund is likely to adversely affect the revenue, the Assessing Officer may, with
previous approval of the Chief Commissioner or Commissioner, withhold the refund
such time as the Chief Commissioner or Commissioner may determine.”

34. Seeule 119A.

35. Substituted for sub-section (1) by the Taxation Laws (Amendment) Act, 1970, w.€
1-4-1971.

36. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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the Central Government shall pay the assessee simple intéfdistestn] per
cent per annum on the amount directed to be refunded from the date imm
ately following the expiry of the period of three months aforesaid to the date
the order granting the refund.

Explanation—If the delay in granting the refund within the period of thre«
months aforesaid is attributable to the assessee, whether wholly or in part
period of the delay attributable to him shall be excluded from the period
which interest is payable.]

(2) Where any question arises as to the period to be excluded for the purp
of calculation ofinterest under the provisions of this section, such question s
be determined by tH§Chief Commissioner or Commissioner] whose decisiol
shall be final.

39[(3) The provisions of this section shall not apply in respect of any assessn
for the assessment year commencing on the 1st day of April, 1989 or
subsequent assessment years.]

Interest on refund where no claim is needed.

40244.(1) Where a refund is due to the assessee in pursuance of an ¢
referred to in section 240 and tHé&ssessing] Officer does not grant the

refund within a period o¥[three months from the end of the month in whict

such order is passed], the Central Government shall pay to the assessee s

interest atd[fifteen] per cent per annum on the amount of refund due from ti

date immediately following the expiry of the perio&fihree] months aforesaid

to the date on which the refund is granted.

“[(1A) Where the whole or any part of the refund referred to in sub-section

is due to the assessee, as a result of any amount having been paid by him

37. Substituted for “twelve” by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-1C
1984. Earlier “twelve” was substituted for “nine” by the Finance Act, 1972, w.e.f. 1-
1972. Section 84 of the Amendment Act, 1984 has clarified that the increase in the
of interest will apply in respect of any period falling after 30-9-1984, and also in tho
cases where the interest became chargeable or payable from an earlier date.

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

39. Insertedibid.,w.e.f. 1-4-1989.

40. Seeule 119A.

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

42. Substituted for “six months from the date of such order” by the Taxation Lav
(Amendment) Act, 1970, w.e.f. 1-4-1971.

43. Substituted for “twelve” by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-198
section 84 of the Amendment Act has clarified that the increase in the rate of interest
apply inrespect of any period falling after 30-9-1984, and also in those cases where
interest became chargeable or payable from an earlier date. Earlier, “twelve” v
substituted for “nine” by the Finance Act, 1972, w.e.f. 1-4-1972, “nine” was substitut
for “six” by the Taxation Laws (Amendment) Act, 1967, w.e.f. 1-10-1967 and “six” wa
substituted for “four” by the Finance Act, 1965, w.e.f. 1-4-1965.

44. Substituted for “six” by the Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-197]1

45. Inserted by the Taxation Laws (Amendment) Act, 1975, w.e.f. 1-10-1975.
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the 31stday of March, 1975, in pursuance of any order of assessment or pe
and such amount or any part thereof having been found in appeal or o
proceeding under this Act to be in excess of the amount which such assess
liable to pay as tax or penalty, as the case may be, under this Act, the Ce
Government shall pay to such assessee simple interest at the rate specif
sub-section (1) on the amount so found to be in excess from the date on w
such amount was paid to the date on which the refund is granted :

Provided that where the amount so found to be in excess was paid
instalments, such interest shall be payable on the amount of each such instal
or any part of such instalment, which was in excess, from the date on which ¢
instalment was paid to the date on which the refund is granted :

Provided further that no interest under this sub-section shall be payable fo
period of one month from the date of the passing of the order in appeal or o
proceeding :

Provided alsothat where any interest is payable to an assessee under this
section, no interest under sub-section (1) shall be payable to him in respe
the amount so found to be in excess.]

(2) Where arefund is withheld under the provisions of section 241, the Cen
Government shall pay interest at the aforesaid rate on the amount of ref
ultimately determined to be due as a result of the appeal or further procee:
for the period commencing after the expiry*§three months from the end of
the month in which the order referred to in section 241 is passed] to the date
refund is granted.

“[(3) The provisions of this section shall not apply in respect of any assessn
for the assessment year commencing on the 1st day of April, 1989, or
subsequent assessment years.]

“fInterest on refunds.

49244A.(1) *[Where refund of any amount becomes due to the assessee ul
this Act], he shall, subject to the provisions of this section, be entitl
to receive, in addition to the said amount, simple interest thereon calculate
the following manner, namely :—

(a) where the refund is out of any téfcollected at source under section
206C or] paid by way of advance tax or treated as paid under sect
199, during the financial yearimmediately preceding the assessm

year, such interest shall be calculated at the rate Sftri¢] per cent

46. Substituted for “six months from the date of the order referred to in section 241" byt
Taxation Laws (Amendment) Act, 1970, w.e.f. 1-4-1971.

47. Inserted by the Direct Tax Laws (Amendment) Act, 1987, w.e.f. 1-4-1989.

48. Insertedibid.

49. Sealso Circular No. 20D(XXII-22), dated 20-8-1968. For deta@é&sTaxmann’s
Master Guide to Income-tax Act.

50. Substituted for “Where, in pursuance of any order passed under this Act, refund of
amountbecomes due to the assessee” by the Direct Tax Laws (Amendment) Act, 1
w.e.f. 1-4-1989.

51. Insertedibid.
52. Words “and one half” omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991.
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for every month or part of a month comprised in the period from tt
1stday of April of the assessment year to the date on which the refi
is granted:
Provided that no interest shall be payable if the amount of refund
lessthan ten per cent of the tax as deterniffuetler sub-section (1)
of section 143 or] on regular assessment;
(b) in any other case, such interest shall be calculated at the rate of
54* **] per cent for every month or part of a month comprised in the
period or periods from the date or, as the case may be, date:
payment of the tax or penalty to the date on which the refund
granted.
Explanation—For the purposes of this clause, “date of payment of tax or penalt
means the date on and from which the amount of tax or penalty specified in the nc
of demand issued under section 156 is paid in excess of such demand.
(2) Ifthe proceedings resulting in the refund are delayed for reasons attribut:
to the assessee, whether wholly or in part, the period of the delay so attribut
to him shall be excluded from the period for which interestis payable, and wh
any question arises as to the period to be excluded, it shall be decided by
Chief Commissioner or Commissioner whose decision thereon shall be fin
(3) Where, as a result of an order untsub-section (3) of section 143 or
section 144 or] section 147 or section 154 or section 155 or section 25(
section 254 or section 260 or section 262 or section 263 or section 264 o
order of the Settlement Commission under sub-section (4) of section 245D,
amount on which interest was payable under sub-section (1) has beenincre
or reduced, as the case may be, the interest shall be increased or rec
accordingly, and in a case where the interest is reduced, the Assessing Of
shall serve on the assessee a notice of demand in the prescribed form spec
the amount of the excess interest paid and requiring him to pay such amount
such notice of demand shall be deemed to be a notice under section 156 ar
provisions of this Act shall apply accordingly.
(4) The provisions of this section shall apply in respect of assessments fot
assessment year commencing on the 1st day of April, 1989, and subsec
assessmentyears.]

Set off of refunds against tax remaining payable.

56245.Where under any of the provisions of this Act, arefund is found to be ©
to any person, thé[Assessing] Officer,5¥Deputy Commissioner

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

54. Words “and one half” omitted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991.

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

56. Sealso Circular No. 3-D(LXXII-21), dated 29/31-1-1968. For detag@&€l axmann’s
Master Guide to Income-tax Act.

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

58. Substituted for “Appellate Assistant Commissionédsidl.
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(Appeals)]®, Commissioner (Appeals)] 6f{Chief Commissioner or Com-
missioner], as the case may be, may, in lieu of payment of the refund, set off
amount to be refunded or any part of that amount, against the sum, if ¢
remaining payable under this Act by the person to whom the refund is due, &
giving an intimation in writing to such person of the action proposed to be tal
under this section.

SICHAPTER XIX-A
SETTLEMENT OF CASES

s Definitions.
245A.In this Chapter, unless the context otherwise requires,—

@
()

©
(d)

C)

“Bench” means a Bench of the Settlement Commission;

“case” means any proceeding under this Act for the assessmen
reassessment of any person in respect of any year or years, or by
of appeal or revision in connection with such assessment or reass
ment, which may be pending before an income-tax authority on't
date on which an application under sub-section (1) of section 24!
is made :

Provided that where any appeal or application for revision has be
preferred after the expiry of the period specified for the filing of suc
appeal or application for revision under this Act and which has n
been admitted, such appeal or revision shall not be deemed to |
proceeding pending within the meaning of this clause;
“Chairman” means the Chairman of the Settlement Commission

“income-tax authority” means an income-tax authority specified i
section 116;

“Member’” means a Member of the Settlement Commission, ai
includes the Chairman and a Vice-Chairman;

59.
60.

61.

62.

Inserted by the Finance (No. 2) Act, 1977, w.e.f. 10-7-1978.
Substituted for “Commissioner” by the Direct Tax Laws (Amendment) Act, 1987, w.e
1-4-1988.

Chap
(Ame

ter XIX-A, consisting of sections 245A to 245M, inserted by the Taxation Lav
ndment) Act, 1975, w.e.f. 1-4-1976.

Substituted by the Finance Act, 1987, w.e.f. 1-6-1987. Prior to its substitution, sect
245A, as amended by the Finance (No. 2) Act, 1977, w.e.f. 10-7-1978 and Taxation L

(Ame

ndment) Act, 1984, w.e.f. 1-10-1984, stood as under :

‘Definitions—In this Chapter, unless the context otherwise requires,—

@

(o)

“case” means any proceeding under this Act for the assessment or reassess
of any person in respect of any year or years, or by way of appeal or revisior
connection with such assessment or reassessment, which may be pending be
an income-tax authority on the date on which an application under sub-section
of section 245C is made;

“income-tax authority” means a Director of Inspection, a Commissioner,a Comm
sioner (Appeals), an Appellate Assistant Commissioner, an Inspecting Assist
Commissioner or an Income-tax Officer.’
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(f) “Settlement Commission” means the Income-tax Settleme
Commission constituted under section 245B;

(g) “Vice-Chairman” means a Vice-Chairman of the Settlemer
Commission.]

Income-tax Settlement Commission.

245B.(1) The Central Government shall constitute a Commission to be cal
the Income-tax Settlement Commissféh * *] for the settlement of
cases under this Chapter.
(2) The Settlement Commission shall consist of a Chaififfiamd as many
Vice-Chairmen and other members as the Central Government thinks fit] :
shall function within the Department of the Central Government dealing w
direct taxes.
(2A) 65[* * *]
(3) The Chairmaf[, Vice-Chairman] and other members of the Settlemel
Commission shall be appointed by the Central Government from amon
persons of integrity and outstanding ability, having special knowledge of, al
experience in, problems relating to direct taxes and business accounts:
Provided that, where a member of the Board is appointed as the Chairn
%[, Vice-Chairman] or as a member of the Settlement Commission, he sl

cease to be a member of the Board.
67[* * *]

88[Jurisdiction and powers of Settlement Commission.

245BA.(1) Subject to the other provisions of this Chapter, the jurisdictio
powers and authority of the Settlement Commission may be exercis
by Benches thereof.

63. ‘(hereafterinthis Chapter referredto as “the Settlement Commission”)’ omitted by t
Finance Act, 1987, w.e.f. 1-6-1987.

64. Substituted for “and two other members” by the Taxation Laws (Amendment
Miscellaneous Provisions) Act, 1986, w.e.f. 10-9-1986.

65. Omitted,ibid. Prior to its omission, sub-section (2A), as inserted by the Finance Ac

1982, w.e.f. 1-4-1982, stood as under:
“(2A) Notwithstanding anything contained in sub-section (2), when the post of one
the other members of the Settlement Commission is vacant for any reason, the Chait
and the other members of the Settlement Commission may function as, and exercise
discharge the powers and functions of, the Settlement Commission under this Chapt
Providedthatifin any case the Chairman and member so functioning differ on any po
or points, they shall state the point or points on which they differ and refer the same
soon as may be after the said vacancy is filled, to the member appointed to fill the vac:
for hearing on such point or points and such point or points shall be decided accorc
to his opinion.”

66. Inserted by the Taxation Laws (Amendment & Miscellaneous Provisions) Act, 19€
w.e.f. 10-9-1986.

67. Second proviso omittedyid. Prior to its omission, second proviso stood as under :
“Provided further that, until the members are appointed under this sub-section, it sh
be competent for the Central Governmentto require, from time to time, any two memtk
of the Board to serve as members of the Settlement Commission for such period a
Central Government thinks fit, in addition to their duties as members of the Board

68. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.
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(2) Subjectto the other provisions of this section, a Bench shall be presided «
by the Chairman or a Vice-Chairman and shall consist of two other Membe

(3) The Bench for which the Chairman is the Presiding Officer shall be t
principal Bench and the other Benches shall be known as additional Benc

(4) Notwithstanding anything contained in sub-sections (1) and (2), the Ch:
man may authorise the Vice-Chairman or other Member appointed to ¢
Bench to discharge also the functions of the Vice-Chairman or, as the case
be, other Member of another Bench.

(5) Notwithstanding anything contained in the foregoing provisions of th
section, and subject to any rules that may be made in this behalf, when or
the persons constituting a Bench (whether such person be the Presiding Of
or other Member of the Bench) is unable to discharge his functions owinc
absence, illness or any other cause or in the event of the occurrence of
vacancy either in the office of the Presiding Officer or in the office of one ort
other Members of the Bench, the remaining two persons may function as
Bench and if the Presiding Officer of the Bench is not one of the remaining t
persons, the senior among the remaining persons shall act as the Pres
Officer of the Bench :

Providedthat if at any stage of the hearing of any such case or matter, it app
to the Presiding Officer that the case or matter is of such a nature that it ol
to be heard of by a Bench consisting of three Members, the case or matter
be referred by the Presiding Officer of such Bench to the Chairman for tran:
to such Bench as the Chairman may deem fit.

%9[(5A) Notwithstanding anything contained in the foregoing provisions of th
section, the Chairman may, for the disposal of any particular case, constitL
Special Bench consisting of more than three Members.]

(6) Subject to the other provisions of this Chapter, the places at which
principal Bench and the additional Benches shall ordinarily sit shall be suct
the Central Government may, by notificatitin the Official Gazette, specify
89and the Special Bench shall sit at a place to be fixed by the Chairman.]]

"[Vice-Chairman to act as Chairman or to discharge his functions in
certain circumstances.

245BB.(1) In the event of the occurrence of any vacancy in the office of t
Chairman by reason of his death, resignation or otherwise, the Vi
Chairman or, as the case may be, such one of the Vice-Chairmen as the Ce
Government may, by notification in the Official Gazette, authorise in this beh:z
shall act as the Chairman until the date on which a new Chairman, appointe
accordance with the provisions of this Chapter to fill such vacancy, enters u
his office.
(2) When the Chairman is unable to discharge his functions owing to absei
illness or any other cause, the Vice-Chairman or, as the case may be, sudiene «
Vice-Chairmen as the Central Government may, by notification in the Offici

69. Inserted by the Finance (No. 2) Act, 1991, w.e.f. 1-10-1991.
70. For notification specifying Principal BendeeTaxmann’s Master Guide to Income-tax
Act.

71. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.
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Gazette, authorise in this behalf, shall discharge the functions of the Chairi
until the date on which the Chairman resumes his duties.]

[Power of Chairman to transfer cases from one Bench to another.

245BCOn the application of the assessee or’'ff@ghief Commissioner or
Commissioner] and after notice to them, and after hearing such of th
as he may desire to be heard, or on his own motion without such notice,
Chairman may transfer any case pending before one Bench, for dispose
another Bench.]
"[Decision to be by majority.
245BDIf the Members of a Bench differ in opinion on any point, the point she
be decided according to the opinion of the majority, if there is a majorit
but if the Members are equally divided, they shall state the point or points
which they differ, and make a reference to the Chairman who shall either f
the point or points himself or refer the case for hearing on such point or po
by one or more of the other Members of the Settlement Commission and s
point or points shall be decided according to the opinion of the majority of t
Members of the Settlement Commission who have heard the case, incluc
those who first heard it.]

Application for settlement of cases.
5245C.7¢[(1) An assessee may, at any stage of a case relating to him, mak
application in such form and in such manner as may be prescribed,
containing a full and true disclosure of his income which has not been disclo
before the'[Assessing] Officer, the manner in which such income has be
derived, the additional amount of income-tax payable on such income and <
other particulars as may be prescribed, to the Settlement Commission to |
the case settled and any such application shall be disposed of in the ma
hereinafter provided:

f[Provided that no such application shall be made unless,—

(a) the assessee has furnished the return of income which he is or
required to furnish under any of the provisions of this Act; and

72. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.

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

74. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.

75. Seerule 44C and Form No. 34B for form of application for settlement of cas
Application should be accompanied by a fee of Rs. 500.

76. Substituted for following sub-section (1) by the Taxation Laws (Amendment) Act, 19€
w.e.f. 1-10-1984:
“(1) An assessee may, at any stage of a case relating to him, make an applicationin
form and in such manner and containing such particulars as may be prescribed tc
Settlement Commission to have the case settled and any such application sha
disposed of in the manner hereinafter provided.”

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

78. Substituted by the Finance Act, 1987, w.e.f. 1-6-1987. Prior to its substitution, prov
stood asunder:
“Providedthat no such application shall be made unless the additional amount of incor
tax payable on the income disclosed in the application exceeds fifty thoupaed.”
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the additional amount ofincome-tax payable on the income disclos
in the application exceed$one hundred] thousand rupees.]

the purposes of sub-section (1) of this section and sub-sections (

to (2D) of section 245D, the additional amount of income-tax payable in resp
of the income disclosed in an application made under sub-section (1) of
section shall be the amount calculated in accordance with the provisions of

sections

(1B) to (1D).

8[(1B) Where the income disclosed in the application relates to only o
previous year,—

M

(i)

(iii)

if the applicant has not furnished a return in respect of the to
income of that year (whether or not an assessment has been ma
respect of the totalincome of thatyear), then, exceptin a case cove
by clausei(i), tax shall be calculated on the income disclosed in tt
application as if such income were the total income;

if the applicant has furnished a return in respect of the total incor
of that year (whether or not an assessment has been madt
pursuance of such return), tax shall be calculated on the aggregat
the total income returned and the income disclosed in the applicat
as if such aggregate were the total income;

if the proceeding pending before the income-tax authority is in tl
nature of a proceeding for reassessment of the applicant un
section 147 or by way of appeal or revision in connection with sut
reassessment, and the applicant has not furnished a return in res
of the total income of that year in the course of such proceeding
reassessment, tax shall be calculated on the aggregate of the
income as assessed in the earlier proceeding for assessment u
section 143 or section 144 or section 147 and the income disclo:
in the application as if such aggregate were the total income.]

79. Substituted for “fifty” by the Finance Act, 1995, w.e.f. 1-7-1995.

80. Substituted by the Finance Act, 1987, w.e.f. 1-6-1987. Prior to its substitution, st
section (1B) stood as under :
“(1B) Where the income disclosed in the application relates to only one previous year

0

(i)

(i)

if the applicant has not furnished areturnin respect of the totalincome of thaty
and no assessment has been made in respect of the total income of that yea
shall be calculated on the income disclosed in the application as if such inco
were the total income;

if the applicant has furnished areturn in respect of the total income of that ye
and no assessment has been made in pursuance of such return, tax shz
calculated on the aggregate of the total income returned and the income disclc
inthe application as if such aggregate were the total income; and

ifan assessmentinrespect of the total income of that year has been made, tax
be calculated on the aggregate of the total income as assessed and the inc
disclosed in the application as if such aggregate were the total income.”
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81[(1C) The additional amount of income-tax payable in respect of the inco
disclosed in the application relating to the previous year referred to in s
section (1B) shall be,—

(a) in a case referred to in clausedf that sub-section, the amount of
tax calculated under that clause;

(b) in a case referred to in clausig Of that sub-section, the amount of
tax calculated under that clause as reduced by the amount of
calculated on the total income returned for that yeatr;

(o) in a case referred to in claugie)(of that sub-section, the amount of
tax calculated under that clause as reduced by the amount of
calculated on the total income assessed in the earlier proceeding
assessment under section 143 or section 144 or section 147.]

(1D) Where the income disclosed in the application relates to more than
previous year, the additional amount of income-tax payable in respect of
income disclosed for each of the years shall first be calculated in accordance
the provisions of sub-sections (1B) and (1C) and the aggregate of the am
so arrived at in respect of each of the years for which the application has k
made under sub-section (1) shall be the additional amount of income-
payable in respect of the income disclosed in the application.

(1E) Where any books of account, other documents, money, bullion, jewell
or other valuable article or thing belonging to an assessee are seized u
section 132, the assessee shall not be entitled to make an application unde
section (1) before the expiry of one hundred and twenty days from the dat
the seizure.]

(2) Every application made under sub-section (1) shall be accompanied by <
fees as may be prescril§&d

(3) An application made under sub-section (1) shall not be allowed to
withdrawn by the applicant.

Procedure on receipt of an application under section 245€.

245D.(1) On receipt of an application under section 245C, the Settleme
Commission shall call for a report from the Commissioner and on t
basis of the materials contained in such report and having regard to the né

81. Substituted by the Finance Act, 1987, w.e.f. 1-6-1987. Prior to its substitution, st
section (1C) stood as under:
“(1C) The tax as calculated under sub-section (1B) shall be reduced,—

(a) inacasereferredtoin clausedf sub-section (1B), by the sum, if any, deducted
at source under Chapter XVII-B or paid in advance under Chapter XVII-C;

(b) inacasereferredtoinclaugg ¢f sub-section (1B), by the aggregate of the sum:
referred to in clausaj and the tax, if any, paid by the applicant under sectiol
140A; and

(c) inacasereferredtoin clausig)(of sub-section (1B) by the aggregate of the sum:
and tax referred to in claud®) @s increased by the tax, if any, paid in pursuanc:
of the assessment made in respect of the total income of that year,

and the resultant amount so arrived at shall be the additional amount of income
payable in respect of the income disclosed in the application relating to that year.’
8la.Fee prescribedis Rs. 500.
82. Seeule 44CA and Form No. 34B.
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and circumstances of the case or the complexity of the investigation invol
therein, the Settlement Commission may, by order, allow the application tc
proceeded with or reject the application :

Provided that an application shall not be rejected under this sub-section unl
an opportunity has been given to the applicant of being heard :

8 Provided further that the Commissioner shall furnish the report within
period of forty-five days of the receipt of communication from the Settleme
Commission in case of all applications made under section 245C on or aftel
1st day of July, 1995 and if the Commissioner fails to furnish the report witt
the said period, the Settlement Commission may make the order without s
report.]

(1A) [ Omitted by the Finance (No. 2) Act, 1991, w.e.f. 27-9-1991.

(2) A copy of every order under sub-section (1) shall be sentto the applicant
to the Commissioner.

85[(2A) Subject to the provisions of sub-section (2B), the assessee shall, wi
thirty-five days of the receipt of a copy of the order under sub-section |
8f[allowing the application to be proceeded with], pay the additional amount
income-tax payable on the income disclosed in the application and shall furr
proof of such payment to the Settlement Commission.]

86[(2B) If the Settlement Commission is satisfied, on an application made int
behalf by the assessee, that he is unable for good and sufficient reasons t
the additional amount of income-tax referred to in sub-section (2A) within t
time specified in that sub-section, it may extend the time for payment of 1
amount which remains unpaid or allow payment thereof by instalments if
assessee furnishes adequate security for the payment thereof.]

83. Substituted by the Finance Act, 1995, w.e.f. 1-7-1995. Prior to its substitution, the sec

proviso, as earlier omitted by the Finance Act, 1979, w.e.f. 1-4-1979 and later inserte
the Finance (No. 2) Act, 1991, w.e.f. 27-9-1991, read as under :
“Provided further thatthe Commissioner shall furnish the report within a period of on
hundred and twenty days of the receipt of communication from the Settlement Commis:
in case of all applications made under section 245C on or after the date on which the Fin
(No. 2) Bill, 1991 receive the assent of the President and if the Commissioner fails to furi
the report within the said period, the Settlement Commission may make the order witk
suchreport.”

84. Priortoomission, sub-section (1A) asinserted by the Finance Act, 1979, w.e.f. 1-4-1979

amended by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-4-1984, read as unc
“(1A) Notwithstanding anything contained in sub-section (1), an application shall not
proceeded with under that sub-section if the Commissioner objects to the application b
proceeded with on the ground that concealment of particulars ofincome on the parto
applicant or perpetration of fraud by him for evading any tax or other sum chargeabl
imposable under this Act, has been established oris likely to be established by any inc«
tax authority, in relation to the case :
Providedthat where the Settlement Commission is not satisfied with the correctness of
objection raised by the Commissioner, the Settlement Commission may, after giving
Commissioner an opportunity of being heard, by order, allow the application to be procee
with under sub-section (1) and send a copy of its order to the Commissioner.”

85. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

86. Inserted by the Finance Act, 1985, with retrospective effect from 1-10-1984.
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87[(2C) Where the additional amount of income-tax is not paid within the tin
specified under sub-section (2A), then, whether or not the Settlement Comr
sion has extended the time for payment of the amount which remains unpal
has allowed payment thereof by instalments under sub-section (2B),
assessee shall be liable to pay simple interest at fifteen per cent per annu
the amount remaining unpaid from the date of expiry of the period of thirty-fi
days referred to in sub-section (2A)].

88[(2D) Where the additional amount of income-tax referred to in sub-secti
(2A) is not paid by the assessee within the time specified under that sub-sec
or extended under sub-section (2B), as the case may be, the Settlel
Commission may direct that the amount of income-tax remaining unpa
together with any interest payable thereon under sub-section (2C), be recov
and any penalty for default in making payment of such additional amount n
be imposed and recovered, in accordance with the provisions of Chapter X
by the®9JAssessing] Officer having jurisdiction over the assessee.]

(3) Where an application is allowed to be proceeded with under sub-section
the Settlement Commission may call for the relevant records from the Comr
sioner and after examination of such records, if the Settlement Commissic
of the opinion that any further enquiry or investigation in the matter is necess:
it may directthe Commissioner to make or cause to be made such further enc
or investigation and furnish a report on the matters covered by the applica
and any other matter relating to the case.

(4) After examination of the records and the report of the Commission
received under sub-section (1), and the report, if any, of the Commissio
received under sub-section (3), and after giving an opportunity to the applic
and to the Commissionerto be heard, either in person or through arepresent
duly authorised in this behalf, and after examining such further evidence as
be placed before it or obtained by it, the Settlement Commission may,
accordance with the provisions of this Act, pass such order as it thinks fiton
matters covered by the application and any other matter relating to the cast
covered by the application, but referred to in the report of the Commissio
under sub-section (1) or sub-section (3).

99(5) Subject to the provisions of section 245BA, the materials brought
record before the Settlement Commission shall be considered by the Mem

87. Inserted by the Finance Act, 1985, w.r.e.f. 1-10-1984.

88. Insertedibid.

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

90. Inserted by the Finance Act, 1987, w.e.f.1-6-1987. Original sub-section (5), as amende
the Finance Act, 1982, w.e.f. 1-4-1982, was omitted by the Taxation Laws (Amendmer
Miscellaneous Provisions) Act, 1986, w.e.f. 10-9-1986. Omitted sub-section read as un
“(5) Subjectto the provisions of sub-section (2A) of section 245B, the materials brought
record before the Settlement Commission shall be considered by all the members the
before passing any order under sub-section (4) and, in the case of a difference of opi
among the members, the opinion of the majority shall prevail and such order shal
expressed in terms of the views of the majority.”
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of the concerned Bench before passing any order under sub-section (4) ar
relation to the passing of such order, the provisions of section 245BD st
apply.]

(6) Every order passed under sub-section (4) shall provide for the term:
settlement including any demand by way’fifax, penalty or interest], the
manner in which any sum due under the settlement shall be paid and all c
matters to make the settlement effective and shall also provide that
settlement shall be void if it is subsequently found by the Settlement Comn
sion that it has been obtained by fraud or misrepresentation of facts.

92[(6A) Where any tax payable in pursuance of an order under sub-section
is not paid by the assessee within thirty-five days of the receipt of a copy of
order by him, then, whether or not the Settlement Commission has extende
time for payment of such tax or has allowed payment thereof by instalments,
assessee shall be liable to pay simple interest at fifteen per cent per annui
the amount remaining unpaid from the date of expiry of the period of thirty-fi
days aforesaid.]

(7) Where a settlement becomes void as provided under sub-section (6)
proceedings with respect to the matters covered by the settlement sha
deemed to have been revived from the stage at which the application
allowed to be proceeded with by the Settlement Commission and the incol
tax authority concerned, may, notwithstanding anything contained in any ot
provision of this Act, complete such proceedings at any time before the ex;
of two years from the end of the financial year in which the settlement became v
99[(8) For the removal of doubts, itis hereby declared that nothing containe
section 153 shall apply to any order passed under sub-section (4) or to any «
of assessment, reassessment or recomputation required to be made b
9[Assessing] Officer in pursuance of any directions contained in such or
passed by the Settlement Commis$ifand nothing contained in the proviso
to sub-section (1) of section 186 shall apply to the cancellation of the registra
of afirm required to be made in pursuance of any such directions as aforese

*[Power of Settlement Commission to order provisional attachment to protect

revenue.

245DD. (1) Where, during the pendency of any proceeding before it, t
Settlement Commission is of the opinion that for the purpose

protecting the interests of the revenue it is necessary so to do, it may, by ol

91. Substituted for “tax or penalty” by the Finance Act, 1987, w.e.f. 1-6-1987. Earlier “te
or penalty” was substituted for “tax, penalty or interest” by the Taxation Law
(Amendment) Act, 1984, w.e.f. 1-10-1984.

92. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

93. Insertedibid.

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

95. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.

96. Inserted by the Finance Act, 1988, w.e.f. 1-4-1988.
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attach provisionally any property belonging to the applicant in the manr
provided in the Second Schedule :

Provided that where a provisional attachment made under section 281E
pending immediately before an application is made under section 245C
order under this sub-section shall continue such provisional attachment up tc
period up to which an order made under section 281B would have continue
such application had not been made :

Provided further that where the Settlement Commission passes an order un
this sub-section after the expiry of the period referred to in the preced
proviso, the provisions of sub-section (2) shall apply to such order as if the s
order had originally been passed by the Settlement Commission.

(2) Every provisional attachment made by the Settlement Commission un
sub-section (1) shall cease to have effect after the expiry of a period of
months from the date of the order made under sub-section (1) :

Provided that the Settlement Commission may, for reasons to be recorde
writing, extend the aforesaid period by such further period or periods as it thi
fit, so, however, that the total period of extension shall not in any case exc
two years.]

Power of Settlement Commission to reopen completed proceedings.

245E.If the Settlement Commission is of the opinion (the reasons for su
opinion to be recorded by it in writing) that, for the proper disposal of tt
case pending before it, it is necessary or expedient to reopen any procee
connected with the case but which has been compgf§téd] under this Act
by any income-tax authority before the application under section 245C v
made, it may, with the concurrence of the applicant, reopen such proceeding
pass such order thereon as it thinks fit, as if the case in relation to which
application for settlement had been made by the applicant under that sec
covered such proceeding also:
[ Provided that no proceeding shall be reopened by the Settlement Comn
sion under this section if the period between the end of the assessment ye
which such a proceeding relates and the date of application for settlementu
section 245C exceeds nine years.]

Powers and procedure of Settlement Commission.

245F. (1) In addition to the powers conferred on the Settlement Commissi
under this Chapter, it shall have all the powers which are vested in
income-tax authority under this Act.

97. “underthe Indian Income-tax Act, 1922 (11 of 1922), or” omitted by the Taxation Lav
(Amendment) Act, 1984, w.e.f. 1-10-1984.

98. Substituted by the Finance Act, 1987, w.e.f. 1-6-1987. Prior to its substitution, itre
as under:
“Providedthat no proceeding shall be reopened by the Settlement Commission un
this section after the expiry of a period of eight years from the end of the assessment
towhich such proceeding relates.”
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(2) Where an application made under section 245C has been allowed t«
proceeded with under section 245D, the Settlement Commission shall, unti
order is passed under sub-section (4) of section 245D, have, subject tc
provisions of sub-section (3) of that section, exclusive jurisdiction to exerci
the powers and perform the functions of an income-tax authority under this.
in relation to the case.

(3) Notwithstanding anything contained in sub-section (2) and in the absenc
any express direction to the contrary by the Settlement Commission, notft
contained in this section shall affect the operation of any other provision of t
Actrequiring the applicant to pay tax on the basis of self-asses8pheritin
relation to the matters before the Settlement Commission.

(4) For the removal of doubt, it is hereby declared that, in the absence of
express direction by the Settlement Commission to the contrary, nothing in
Chapter shall affect the operation of the provisions of this Act in so far as tt
relate to any matters other than those before the Settlement Commission.
(5) l[* * *]

(6) 2[* * *]

3[(7) The Settlement Commission shall, subjectto the provisions of this Chap
have power to regulate its own procedure and the procedure of Benches the
in all matters arising out of the exercise of its powers or of the discharge o
functions, including the places at which the Benches shall hold their sitting

Inspection, etc., of reports.

245G “No person shall be entitled to inspect, or obtain copies of, any repc
made by any income-tax authority to the Settlement Commission; but
Settlement Commission may, in its discretion, furnish copies thereoftoany s
person on an application made to it in this behalf and on payment of
prescribed fee :
Provided that, for the purpose of enabling any person whose case is un
consideration to rebut any evidence brought on record against him in any <
report, the Settlement Commission shall, on an application made in t
behalf, and on payment of the prescribed fee by such person, furnish him\
a certified copy of any such report or part thereof relevant for the purpose

99. “or by way of advance tax” omitted by the Finance Act, 1987, w.e.f. 1-6-1987.

1. Omitted,bid. Original sub-section (5), which was earlier substituted by the Taxation Lav
(Amendment & Miscellaneous Provisions) Act, 1986, w.e.f. 10-9-1986, stood as unde
“(5) The powers or functions of the Settlement Commission may be exercised or dischal
by Benches constituted by the Chairman of the Settlement Commission from amongs
membersthereof.”

2. Omitted by the Finance Act, 1987, w.e.f. 1-6-1987. Original sub-section (6), which w
inserted by the Taxation Laws (Amendment & Miscellaneous Provisions) Act, 1986, w..
10-9-1986, stood as under:

“(6) A Bench constituted under sub-section (5) shall consist of three members, one of wi
shall be the Chairman or a Vice-Chairman.”

3. Inserted by the Taxation Laws (Amendment & Miscellaneous Provisions) Act, 1986, w.¢
10-9-1986.

4. Seeule44D.
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Power of Settlement Commission to grantimmunity from prosecution and
penalty.

245H.(1) The Settlement Commission may, if it is satisfied that any pers
who made the application for settlement under section 245C has co-0
ated with the Settlement Commission in the proceedings before itand has n
a full and true disclosure of his income and the manner in which such incc
has been derived, grantto such person, subjectto such conditions as it may
fittoimpose, immunity from prosecution for any offence under this Act or und
the Indian Penal Code (45 of 1860) or under any other Central Act for the ti
being in force and alsf(either wholly or in part)] from the imposition of any
penalty under this Act, with respect to the case covered by the settlement

S[Provided that no such immunity shall be granted by the Settlement Comm
sion in cases where the proceedings for the prosecution for any such offe
have been instituted before the date of receipt of the application under sec
245C.]

5[(LA) An immunity granted to a person under sub-section (1) shall sta
withdrawn if such person fails to pay any sum specified in the order of settlerr
passed under sub-section (4) of section 245D within the time specified in s
order or within such further time as may be allowed by the Settleme
Commission, or fails to comply with any other condition subject to which tt
immunity was granted and thereupon the provisions of this Act shall apply &
such immunity had not been granted.]

(2) An immunity granted to a person under sub-section (1) may, at any time
withdrawn by the Settlement Commission, if it is satisfied that such pers
T* * *] had, in the course of the settlement proceedings, concealed &
particulars material to the settlement or had given false evidence, and theret
such person may be tried for the offence with respectto which the immunity \
granted or for any other offence of which he appears to have been guilt
connection with the settlement and shall also become liable to the impositio
any penalty under this Act to which such person would have been liable, hac
such immunity been granted.

8[Power of Settlement Commission to send a case back to th&ssessing

Officer if the assessee does not co-operate.

245HA. (1) The Settlement Commission may, if it is of opinion that any pers«
who made an application for settlement under section 245C has

co-operated with the Settlement Commission in the proceedings before it, s

the case back to tH@ssessing] Officer who shall thereupon dispose of the ca

5. Inserted by the Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984.

6. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.

7. “hasnotcomplied with the conditions subjectto which the immunity was granted or that s
person” omittedpid.

8. Insertedibid.

9. Substituted for “Income-tax” by the Direct Tax Laws (Amendment) Act, 1987, w.e.
1-4-1988.
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in accordance with the provisions of this Act as if no application under sect
245C had been made.

(2) For the purposes of sub-section (1)4Aessessing] Officer shall be entitled
to use all the materials and other information produced by the assessee b
the Settlement Commission or the results of the inquiry held or evider
recorded by the Settlement Commission in the course of the proceedings be
it as if such materials, information, inquiry and evidence had been produt
before théAssessing] Officer or held or recorded by him in the course of tt
proceedings before him.

(3) For the purposes of the time-limit under sections 149, 153, 154, 155 and
and for the purposes of payment of interest under sections 243 and 244, in a
referred to in sub-section (1), the period commencing on and from the dat
the application to the Settlement Commission under section 245C and en
with the date of receipt by tHgAssessing] Officer of the order of the Settlemen
Commission sending the case back to ¥passessing] Officer shall be
excluded; and where the assessee is a firm, for the purposes of the time-lim
cancellation of registration of the firm under sub-section (1) of sectidh t&6
period aforesaid shall, likewise, be excluded.]

Order of settlement to be conclusive.

245-1.Every order of settlement passed under sub-section (4) of section 2¢

shall be conclusive as to the matters stated therein and no matter cov
by such order shall, save as otherwise provided in this Chapter, be reopen
any proceeding under this Act or under any other law for the time being in for

Recovery of sums due under order of settlement.

245J. Any sum specified in an order of settlement passed under sub-section
of section 245D may, subject to such conditions, if any, as may

specified therein, be recovered, and any penalty for default in making payn

of such sum may be imposed and recovered in accordance with the provis

of Chapter XVII, by thé&[Assessing] Officer having jurisdiction over the persor

who made the application for settlement under section 245C.

Bar on subsequent application for settlement in certain cases.
245K.Where,—

(i) an order of settlement passed under sub-section (4) of section 2¢
provides for the imposition of a penalty on the person who made t
application under section 245C for settlement, on the ground
concealment of particulars of his income; or

(ii) after the passing of an order of settlement under the said sub-sec
(4) inrelationto acase, such personis convicted of any offence un
Chapter XXII in relation to that cas@for]

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

11. Section 186 has been omitted by the Finance Act, 1992, w.e.f. 1-4-1993.

12. Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.
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13[(iii) the case of such personis sent back tHfihesessing] Officer by the
Settlement Commission under section 245HA,]

then, he shall not be entitled to apply for settlement under section 245C
relation to any other matter.

Proceedings before Settlement Commission to be judicial proceedings.
245L. Any proceeding under this Chapter before the Settlement Commiss

shall be deemed to be ajudicial proceeding within the meaning of secti

193 and 228, and for the purposes of section 196, of the Indian Penal Code
of 1860).

Certain persons who have filed appeals to the Appellate Tribunal entitled
to make applications to the Settlement Commission.

15245M. [Omitted by the Finance Act, 1987, w.e.f. 1-6-1P87.

13.
14.

15.

Inserted by the Finance Act, 1987, w.e.f. 1-6-1987.

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

Priortoits omission, section 245M, which was originally inserted by the Taxation La\
(Amendment) Act, 1975, w.e.f. 1-4-1976 and later amended by the Taxation La
(Amendment) Act, 1984, w.e.f. 1-10-1984, stood as under :

“245M. (1) Notwithstanding anything contained in this Chapter, any assessee who has
an appeal to the Appellate Tribunal under this Act which is pending before it shall,
withdrawing such appeal from the Appellate Tribunal before the 1stday of October, 19
be entitled to make an application to the Settlement Commission to have his case se
under this Chapter:

Providedthat no such assessee shall be entitled to make an application in acase whe
Income-tax Officer has preferred an appeal under sub-section (2) of section 253 again:
ordertowhich the assessee’s appealrelates.

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

(3) Onreceipt of an application under sub-section (2), the Appellate Tribunal shall gr
permission to withdraw the appeal.

(4) Upon the withdrawal of the appeal, the proceeding in appeal immediately before s
withdrawal shall, for the purposes of this Chapter, be deemed to be a proceeding pen
before anincome-tax authority.

(5) An application to the Settlement Commission under this section shall be made wi
aperiod of thirty days from the date on which the order of the Appellate Tribunal permitti
the withdrawal of the appeal is communicated to the assessee.

(6) An application made to the Settlement Commission under this section shall be dee
to be an application made under sub-section (1) of section 245C and the provisions of
Chapter [except sub-section (7) of section 245D] shall apply accordingly.

(7) Where an application made to the Settlement Commission under this section is
entertained by the Settlement Commission, then the assessee shallnotbe deemedt
withdrawn the appeal from the Appellate Tribunal and the provisions contained in sect
253, section 254 and section 255 shall, so far as may be, apply accordingly.”
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Definitions.
245N.In this Chapter, unless the context otherwise requires,—
[(a) “advance ruling” means—

0]

(i)

I.T. ACT, 1961 1.708

¥[CHAPTER XIX-B
ADVANCE RULINGS

a determination by the Authority in relation to a transactiol
which has been undertaken or is proposed to be undertaken |
non-resident applicant and such determination shall include t
determination of any question of law or of fact specified in th
application;

a decision by the Authority in relation to an assessment which
pending before any of the Income-tax Authority or the Tribune
in case of an applicantwhois aresidentin Indiaand such decis
shall include the decision on question of law or fact arising ol
ofthe orders of assessmentin respect of which an application |
been made by a resident applicant;

(b) “applicant” means any person who—

0]
(i)

(iii)

is a non-resident; or

is a resident falling within any such class or category of perso
as the Central Government may, by notification in the Officia
Gazette, specify in this behalf;

makes an application under sub-section (1) of section 245Q

(c) “application” means an application made to the Authority under su
section (1) of section 245Q;

(d) “Authority” means the Authority for Advance Rulings constitutec
under section 245-0;

(e) “Chairman” means the Chairman of the Authority;

) “Member’” means a Member of the Authority and includes th
Chairman.

Authority for Advance Rulings.

245-0.(1) The Central Government shall constitute an Authority for givin

advance rulings, to be known as “Authority for Advance Rulings”.

(2) The Authority shall consist of the following Members appointed by tr

Central Government, namely :(—

(a) a Chairman, who is a retired Judge of the Supreme Court;

(b) an officer of the Indian Revenue Service who is qualified to be
member of the Central Board of Direct Taxes;

16. Chapter XIX-B, consisting of sections 245N to 245V, inserted by the Finance Act, 19!

17.

w.e.f. 1-6-1993.

Clausesd) and p) substituted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998. Prior:

their substitution clauses)@nd p), as inserted by the Finance Act, 1993, w.e.f. 1-6-1992

read as under :

‘(a) “advance ruling” means the determination, by the Authority, of a question of law or fe

specified inthe application inrelation to atransaction which has been undertaker
is proposed to be undertaken, by the applicant;
(b) “applicant” means a non-resident making an application;’
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(c) an officer of the Indian Legal Service who is, or is qualified to be, ¢
Additional Secretary to the Government of India.

(3) The salaries and allowances payable to, and the terms and conditior
service of, the Members shall be such as may be prescribed.

(4) The Central Government shall provide the Authority with such officers a
staff as may be necessary for the efficient exercise of the powers of the Authc
under this Act.

(5) The office of the Authority shall be located in Delhi.

Vacancies, etc., not to invalidate proceedings.

245P.No proceeding before, or pronouncement of advance ruling by, t
Authority shall be questioned or shall be invalid on the ground merely
the existence of any vacancy or defect in the constitution of the Authority.

Application for advance ruling.

245Q.(1) An applicant desirous of obtaining an advance ruling under tt
Chapter may make an application in such form andin such manneras |

be prescrib€eld, stating the question on which the advance ruling is sought.

(2) The application shall be made in quadruplicate and be accompanied by :

of two thousand five hundred rupees.

(3) An applicant may withdraw an application within thirty days from the da

of the application.

Procedure on receipt of application.
245R.(1) Onreceipt of an application, the Authority shall cause a copy there

to be forwarded to the Commissioner and, if necessary, call upon hin
furnish the relevant records:
Provided that where any records have been called for by the Authority in a
case, such records shall, as soon as possible, be returned to the Commiss
(2) The Authority may, after examining the application and the records call
for, by order, either allow or reject the application:
Provided that the Authority shall not allow the applicatifexceptin the case
of a resident applicant] where the question raised in the application,—

(a) is already pending in the applicant’s case before any income-t

authority, the Appellate Tribunal or any court;
(b) involves determination of fair market value of any property;
(c) relates to a transaction which is desigmeinma facie for the
avoidance of income-tax:

Provided further that no application shall be rejected under this sub-secti
unless an opportunity has been given to the applicant of being heard:
Provided alsothat where the application is rejected, reasons for such reject
shall be given in the order.
(3) A copy of every order made under sub-section (2) shall be sent to
applicant and to the Commissioner.

18. Seerule 44E and Form No. 34C for application for obtaining advance ruling i
quadruplicate.
19. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998.
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(4) Where an application is allowed under sub-section (2), the Authority sh
after examining such further material as may be placed before it by the appli
or obtained by the Authority, pronounce its advance ruling on the quest
specified in the application.

(5) On a request received from the applicant, the Authority shall, befc
pronouncing its advance ruling, provide an opportunity to the applicant of be
heard, either in person or through a duly authorised representative.
Explanation—For the purposes of this sub-section, “authorised represen
tive” shall have the meaning assigned to it in sub-section (2) of section 28€
if the applicant were an assessee.

(6) The Authority shall pronounce its advance ruling in writing within six montt
of the receipt of application.

(7) A copy of the advance ruling pronounced by the Authority, duly signed
the Members and certified in the prescribed mafrstrall be sent to the
applicant and to the Commissioner, as soon as may be, after such pronouncer

2[Appellate authority not to proceed in certain cases.

245RR. No income-tax authority or the Appellate Tribunal shall proceed 1
decide any issue in respect to which an application has been mad
an applicant, being a resident, under sub-section (1) of section 245R.]

Applicability of advance ruling.
245S.(1) The advance ruling pronounced by the Authority under section 24
shall be binding only—
(a) on the applicant who had sought it;
(b) in respect of the transaction in relation to which the ruling had be
sought; and
(c) onthe Commissioner, and the income-tax authorities subordinate
him, in respect of the applicant and the said transaction.
(2) The advance ruling referred to in sub-section (1) shall be binding as afore:
unless there is a change in law or facts on the basis of which the advance ri
has been pronounced.

Advance ruling to be void in certain circumstances.
245T.(1) Where the Authority finds, on a representation made to it by tl
Commissioner or otherwise, that an advance ruling pronounced by
under sub-section (6) of section 245R has been obtained by the applicar
fraud or misrepresentation of facts, it may, by order, declare such ruling tc
void ab initio and thereupon all the provisions of this Act shall apply (afte
excluding the period beginning with the date of such advance ruling and enc
with the date of order under this sub-section) to the applicant as if such advz
ruling had never been made.
(2) A copy of the order made under sub-section (1) shall be sent to the appli
and the Commissioner.

Powers of the Authority.

245U.(1) The Authority shall, for the purpose of exercising its powers, have
the powers of a civil court under the Code of Civil Procedure, 1908 (5

1908) as are referred to in section 131 of this Act.

20. Seeaule 44F for certification of copies of the advance rulings pronounced by the author
21. Inserted by the Finance (No. 2) Act, 1998, w.e.f. 1-10-1998.
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(2) The Authority shall be deemed to be a civil court for the purposes of sect
195, but not for the purposes of Chapter XXVI, of the Code of Crimin
Procedure, 1973 (2 of 1974) and every proceeding before the Authority sha
deemed to be a judicial proceeding within the meaning of sections 193 and .
and for the purpose of section 196, of the Indian Penal Code (45 of 1860)

Procedure of Authority.

245V.The Authority shall, subject to the provisions of this Chapter, have pow
to regulat&its own procedure in all matters arising out of the exercise
its powers under this Act.]

CHAPTER XX

APPEALS AND REVISION
2[A.—Appealdy{***] to the Deputy Commissioner (Appeals)
and Commissioner (Appeals)
Appealable orders.

246. (1) Subject to the provisions of sub-section (2), any assessee aggrieve
any of the following orders of an Assessing Officer (other than the Dept

22. Sealso Authority for Advance Ruling (Procedure) Rules, 1996.

23. Substituted for the heading and section 246 by the Direct Tax Laws (Amendment) Act, 1¢
w.e.f. 1-4-1989. Prior to its substitution sub-heading along with section 246, as amende
the Finance Act, 1964, w.e.f. 1-4-1964, Finance Act, 1966, w.e.f. 1-4-1967, Taxation Le
(Amendment) Act, 1970, w.e.f. 1-4-1971, Taxation Laws (Amendment) Act, 1975, w.e.f.
4-1976, Finance (No. 2) Act, 1977, w.e.f. 10-7-1978, Finance Act, 1979, w.e
1-6-1979, Taxation Laws (Amendment) Act, 1984, w.e.f. 1-10-1984, Finance Act, 19¢
w.e.f. 1-4-1985, Finance Act, 1987, w.e.f. 1-4-1988 and Finance Act, 1988, with retrosg
tive effectfrom 1-4-1988/1-6-1987, stood as under:

‘A.—Appeals to the Deputy Commissioner (Appeals)
and Commissioner (Appeals)
246.Appealable orders—(1) Subject to the provisions of sub-section (2), any assess
aggrieved by any of the following orders of any Assessing Officer may appeal to the Def
Commissioner (Appeals) against such order—

@ [

(b) anorderimposing afine under sub-section (2) of section 131;

(c) anorderagainstthe assessee, where the assessee denies his liability to be as:
under this Act or any order of assessment under sub-section (3) of section 14
section 144, where the assessee objects to the amount ofincome assessed, ol
amount of tax determined, or to the amount of loss computed, or to the status ul
which heis assessed;

(d) anorderunder section 146 refusing to reopen an assessment made under sectio

(e) anorderofassessment, reassessmentor recomputation under section 147 ors
150;

(f) an order under section 154 or section 155 having the effect of enhancing
assessmentorreducing arefund or an order refusing to allow the claim made by
assessee under either of the said sections;

(g0 anorder made under section 163 treating the assessee as the agent of anon-re:

(h) anorderunder sub-section (2) or sub-section (3) of section 170;

(i) anorderundersection171;

(i) anorderunder clauds) Of sub-section (1) or under sub-section (2) or sub-section (:
or sub-section (5) of section 185;

(Contd. on p. 1.712)
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